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CHAIRMAN'’S STATEMENT

BUSINESS REVIEW

The Group’s turnover for the year 2017 was HK$4.9 billion,
reflecting an increase of approximately 15% compared to 2016.
The Group’s profit attributable to shareholders was HK$111
million. This compares to a profit attributable to shareholders
of HK$45 million last year which included a profit of HK$7.8
million on the disposal of a non-core subsidiary which owned a

yacht berthing right.

Trading and Distribution Division (WKK Distribution)

The turnover of the Group’s Industrial Products Trading and
Distribution Division for the year 2017 was HKS$2 billion,
representing an increase of approximately 27% compared to last
year mainly due to strong demand for the industrial products
distributed by the Group resulting from the recovery of the global
economy. The Division’s operating profit was HK$82.8 million
reflecting an improvement of approximately 103% compared to
last year. This was mainly due to the excellent performance of the
operations in the PRC and the trading of Printed Circuit Board
related products. However, a subsidiary of the Division in Taiwan
has experienced a reduction in trading profit due to changes in

products.

OEM Manufacturing Division (WKK Technology)

The turnover of the Group’s OEM Manufacturing Division
increased by approximately 9% to HK$2.9 billion for the year
2017 compared to last year. The Division’s operating profit
increased by approximately 42% to HK$90.9 million as compared
to last year largely due to a shift in its sales mix towards higher

margin products.

FINANCE

As at 31 December 2017, the Group had committed bank and
other financing facilities totaling HK$2,497 million, of which
HK$1,047 million was drawn down. As at 31 December 2017, the
Group’s consolidated net borrowings amounted to HK$96 million
and its total equity amounted to HK$1,679 million, resulting in a

net gearing ratio of 5.7%.

Most of the Group’s sales were conducted in the same currencies
as the corresponding purchase transactions. Foreign exchange

contracts were used to hedge exposures where necessary.
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SUBSEQUENT EVENTS

Subsequent to the consolidated balance sheet date and up to
the date of the consolidated financial statements, the Company
repurchased and cancelled its own 5,784,000 shares on the
Hong Kong Stock Exchange. The total consideration (before
expenses) paid to repurchase of these shares was approximately
HK$7,064,000 and the transaction costs at HK$41,000, which has
been deducted from equity attributable to owners of the Company

subsequent to the consolidated balance sheet date.

HUMAN RESOURCES

As of 31 December 2017, the Group had a total of 5,816
employees, of whom 249 were based in Hong Kong, 5,243 in
the PRC and 324 overseas. The remuneration packages of the
Group’s employees are mainly based on their performance
and experience, taking into account current industry practices.
Provident fund scheme, medical allowances and in-house and
external training programs are available to employees. Share
options and discretionary bonuses may be provided to employees
according to the performance of the individual and the Group. The
remuneration policy and packages of the Group’s employees are

regularly reviewed.

After the 2018 Chinese New Year holiday, the average return rate
of the factory workers in PRC is approximately 92.6%.
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ENVIRONMENTAL MANAGEMENT

The Group is committed to making contributions in various areas
of sustainable development, including environment protection.
The Group has established a green council to lead and organize
various environmental protection activities and programs.

The Group has set up various systems, including a sewage
treatment plant, solar panels for warming water supplies for
workers, LED and solar energy lighting systems, computerized
filing systems to limit paper usage, selective flux and soldering
systems,
system since 2002, an IECQ QCO080000 hazardous substance

process management system, an [SO14064-1 specification

an [ISO14001 certified environmental management

with guidance at the organization level for quantification and
reporting of greenhouse gas emissions and removals, as well
as an ISO50001 energy management system for the monitoring
and improvement of greenhouse gas emissions and energy

consumption.

The Group applies environmentally friendly designs and
packaging and complies with green procurement policies.
Moreover, the supply chain and the entire product life-cycle
are in keeping with a clean and green manufacturing policy,
thus producing consistently high-quality green products from
start to finish. The Group constantly instils an awareness of
environmental protection in its employees, the main internal
stakeholders, thereby setting a good example to external
stakeholders.

The Group’s success in the field of environmental protection has
earned recognition from the Government, industry, customers and

suppliers.
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SOCIAL RESPONSIBILITY

Corporate social responsibility is one of the core management
philosophies in the Group. The Group actively engages in social
activities, helping and nurturing those in need. The Group’s staff
have formed a volunteer team who contribute their free time in the
service of society by visiting and organizing activities at centers
for elderly people. The Group has made donations to various
charities, and also provides scholarships to eligible students who

otherwise cannot afford to further their studies at university.

As a result, the Group has been awarded the “10 Years Plus
Caring Company” logo by the Hong Kong Council of Social

Service.

In addition, we have repeatedly formed visiting groups for
students of secondary schools and universities to tour our PRC

factory to enhance their knowledge of green production facilities.

LEGAL AND REGULATORY COMPLIANCE
The Group complies with all relevant laws and regulations that

have a significant impact on the operations of the Groups.

PROSPECTS
In the absence of unforeseeable circumstances, it is expected that
the demand for the industrial products distributed by the Trading

and Distribution Division will continue to be strong for 2018.

Given the prevailing economic circumstances and orders on
hand, the Directors expect that the Group’s OEM Manufacturing
Division will maintain a comparable level of turnover in 2018 as
compared to 2017. The Group will continue its factory automation
process to offset the impact of constant increases in labour costs
and overheads in the PRC.

On behalf of the Board, I wish to thank all employees for their
loyalty, support and hard work throughout the year.

By Order of the Board

Senta Wong

Chairman

Hong Kong, 26 March 2018
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FIVE YEARS FINANCIAL SUMMARY
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For the year ended 31 December
BETA=1+—HILEE

2013 2014 2015 2016 2017
HK$’ 000 HK$’ 000 HK$’ 000 HKS$’ 000 HK$’000
ki i ki eI ki i T i3 ST
RESULTS 2 #%
Turnover % £ % 5,765,755 5,778,057 4,921,570 4,289,354 4,928,306
Profit attributable to shareholders
J TR A v A 45,375 66,639 47,037 45,164 111,471
At 31 December
W+ _H=1+—H&#%
2013 2014 2015 2016 2017
HK$’ 000 HK$’ 000 HKS$’ 000 HKS$’ 000 HK$’000
T o0 W T o0 T o0 T W% T o0
ASSETS AND LIABILITIES % & K& 1 &%
Total assets & & 44 %A 3,407,231 3,157,214 2,975,084 2,822,331 3,510,472
Total liabilities & & 44 48 (1,877,894) (1,589,212) (1,393,408) (1,237,915) (1,831,078)
Non-controlling interest FF £ il 14 #E %% (96,624) (90,261) (90,678) (91,281) (92,270)
Total shareholders’ funds attributable to
owners of the Company
ANFIFERFTAE 2 R &5 1,432,713 1,477,741 1,490,998 1,493,135 1,587,124




BIOGRAPHICAL DETAILS OF DIRECTORS AND
SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Wong, Senta, aged 75, began his career in the electronics industry
in 1964. Mr. Wong is a founder of the Group in 1975 and it has
been de-merged from Wong’s International Holdings Limited (the
“WIH Group”) in 1989. He has been a director and Chairman
and Chief Executive Officer of the Company since March 1990
and a director in a number of subsidiaries of the Group. Mr.
Wong has stepped down from his position as the Chief Executive
Officer of the Company with effect from 1 March 2015. He was
an independent non-executive Director, Chairman of each of the
Remuneration Committee and Nomination Committee, and a
member of the Audit Committee of Hang Fat Ginseng Holdings
Company Limited (stock code: 911), a company whose issued
shares are listed on the Main Board of the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) (resigned on 17 May
2016). Mr. Wong is the father of Mr. Wong, Vinci, an Executive
Director of the Company and the father-in-law of Mr. Chang Jui

Shum, Victor, an Executive Director of the Company.

Tsui Ying-Chun, Edward, aged 71, obtained a Bachelor of
Arts degree from the University of Hong Kong and joined the
WIH Group in 1982 as general manager in charge of corporate
administration. In 1985, Mr. Tsui became the general manager
and, in 1987, a director of Wong’s Kong King Holdings Limited.
Mr. Tsui had extensive experience in broadcasting, trading and
manufacturing before joining the WIH Group. He has been a
director of the Company since March 1990 and a director in a
number of subsidiaries of the Group. Mr. Tsui has been appointed
as the Chief Executive Officer of the Company with effect from 1
March 2015. He is currently a Director of Zhuhai Print-Rite New
Materials Corporation Limited whose shares have been listed on
the National Equities Exchange and Quotations System since 22
September 2016.

Ho Shu-Chan, Byron, aged 73, graduated from the Chinese
University of Hong Kong with a Bachelor of Commerce degree.
Mr. Ho had more than 18 years of extensive working experience
with the Inchcape group of companies as financial controller and
general manager prior to joining the WIH Group in January 1989.
He is the Chairman of Taiwan Kong King Co., Limited (“TKK”),
a subsidiary of the Company listed in Taiwan. He has been a
director of the Company since March 1990 and a director in a

number of subsidiaries of the Group.
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Kwong Man-Hang, Bengie, J.P. (Aust.), aged 70, is an
Executive Program Graduate of the Graduate School of Business,
Stanford University, also a graduate of the Senior Executive
Program on Negotiation (PON) at Harvard Law School, Harvard
University. He earned his Doctorate in Business Administration
at the University of Liverpool Management School UK. He was
formerly the chief executive of Hong Kong Quality Assurance
Agency (Hong Kong Government subvented organization)
— an independent third party ISO 9000/14000 Quality and
Environmental Management System Certification Body. He has
many years senior management experience and has an impressive
track record in the field of computer and electronics industry
with multi-national organizations. Mr. Kwong has fellowships in
various professional institutions, and has been appointed as vice
president of the Institution of British Engineers — England, and
fellow of the Institute of Directors (Royal Charter) U.K. He has
been a director of the Company since February 1996, a director
of WKK Japan Limited since February 1997, a chief executive
officer of WKK America (Holdings) Inc. since June 2001 and a
director in a number of subsidiaries of the Group.

Wong, Vinci, aged 47, is the director and general manager of 3
Kings Holding Limited (“3 Kings Holdings”), a subsidiary of the
Company formed to conduct business in health care and Chinese
medicine. He has been appointed as a director of 3 Kings Holdings
on 1 December 2010. Mr. Wong graduated from the University of
British Columbia with a Bachelor of Commerce (marketing major)
degree. He is a media personality well-known to Hong Kong and
mainland China TV viewers as a quality presenter with accuracy.
He has extensive net-working experience with the local media
and therefore enhances the advertising and sales promotion of
company’s product. Mr. Wong has been appointed as an executive
director of the Company since September 2017. Mr. Wong is the
son of Mr. Wong, Senta, the Executive Director and Chairman
of the Company, and the brother-in-law of Mr. Chang Jui Shum,
Victor, an Executive Director of the Company.

Chang Jui Shum, Victor, aged 43, joined the Group in 2004. He
is now the Director and President of WKK Distribution Limited, a
subsidiary of the Company. He is responsible for formulating the
sales and marketing strategy, and overseeing the development of
new business. Mr. Chang is a director of TKK, a subsidiary of the
Company listed in Taiwan. Mr. Chang holds a Bachelor degree in
Commerce (Accounting & Finance) from the Monash University
of Melbourne, and MBA from City University of Hong Kong.
He has been appointed as an executive director of the Company
since September 2017 and a director in a number of subsidiaries
of the Group. Mr. Chang is the son-in-law of Mr. Wong, Senta,
the Executive Director and Chairman of the Company, and the
brother-in-law of Mr. Wong, Vinci, an Executive Director of the

Company.
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NON-EXECUTIVE DIRECTORS

Hamed Hassan El-Abd, aged 70, joined the Group in 1992. He
was a director and the president of WKK Distribution Limited.
He is now the Chairman of Product Development Committee of
WKK Distribution Limited. Prior to joining the Group, he was the
president of Amistar AG, a manufacturer of automated robotics
used in electronics assembly in particular the area of Surface
Mount Technology. In 1988, he founded his own consulting
company and worked with Japanese, U.S. and European
companies in the electronics area. Mr. El-Abd holds a BA degree
in Journalism and an MA in International Affairs. He has been
a director of the Company since May 2001 and was a director
in a number of subsidiaries of the Group. Mr. EI-Abd has been
re-designated from an Executive Director to a Non-executive

Director of the Company with effect from 1 September 2017.

Hsu Hung Chieh, alias, Andrew Sheu, aged 71, joined the Group
in 1981,

listed in Taiwan. He has over 35 years of experience in the high

is the director of TKK, a subsidiary of the Company

technology equipment trading and manufacturing industry. He
served in TKK as management, specialized in operating and
marketing, for over 35 years, and held the position of TKK
Chairman from 2012 to 2015. Mr. Hsu holds a bachelor degree in
Electrical Engineering from Tatung University in Taiwan. He has

been a director of the Company since January 2009.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Tse Wan-Chung, Philip, aged 73, retired from DDB Advertising
Agency Operations in 1997 and remained a member of the
Company’s Worldwide Board until 2000. Mr. Tse had spent over
34 years in the advertising industry. Besides his involvement in
advertising, Mr. Tse is one of the founders of the Hong Kong
Artists’ Guild (“Guild”) in which he has been serving as the
Chairman of the Executive Committee since 1986. Mr. Tse was
appointed as the Chairman of Guild since 1996. He was also
appointed by the Hong Kong Government as a council member
of the Hong Kong Academy of Performing Arts in 1991. Mr. Tse
has served as a member of the Young Presidents’ Organization
since 1976 and is currently a member of the World Presidents’
Organization. In recent years, Mr. Tse focuses on marketing
management and art and culture related business. He founded
BaoQu Tang Gallery of Art (“BQT”) in 2004. BQT has become
a well known brand in the art scene in Hong Kong and China.
He has been a Director of the Company since March 1990. Mr.
Tse is now the Chairman of each of the Audit Committee and
the Remuneration Committee, and a member of the Nomination

Committee.
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Leung Kam Fong, aged 76, obtained a Bachelor of Science
degree and a post-graduate Certificate in Education from
the University of Hong Kong. Dr. Leung began his career in
technical education and training in 1965 at the Hong Kong
Technical College and Hong Kong Polytechnic. He joined the
Vocational Training Council in 1982, founded the Chai Wan
Technical Institute in 1985, upgraded it to Hong Kong Technical
College (Chai Wan) in 1992 and subsequently became Deputy
Executive Director in 1993. In 1995, he was appointed as the
Chief Executive of Tung Wah Group of Hospitals until 2006. In
these 11 years, Tung Wah experienced tremendous expansion,
and he pioneered the development of a series of modern Chinese
Medicine Specialist Clinics. He was awarded honorary doctorate
degrees from Middlesex University, U. K. and Hunan University
of Traditional Chinese Medicine, PRC and holds visiting
professorship at Hunan and Chengdu University of Traditional
Chinese Medicine, PRC. He had been appointed Vice-Secretary
General of the World Federation of Chinese Medicine Societies,
PRC from 2006 to 2010. He had been elected President of the
International Hua-Xia Medicine Society in 2006 to 2015. Dr.
Leung joined the Group in 2007 as the executive director and
the chief executive of 3 Kings Holding, a subsidiary of the
Company formed to conduct business in health care and Chinese
medicine. Dr. Leung was also appointed as the director of 3
Kings Advertising Company Limited (“3 Kings Advertising”), a
subsidiary of the Company since 2009. Dr. Leung resigned from
all his positions in 3 Kings Holding and 3 Kings Advertising
in January 2013. 3 Kings Advertising had been deregistered on
30 June 2017. Dr. Leung had been elected as a director of the
Modernized Chinese Medicine International Association in 2007
to 2015. Dr. Leung was also appointed as an Executive Director
of Mount Kelly International Limited which operates Mount Kelly
School Hong Kong in October 2017. He has been a Non-Executive
Director of the Company since January 2013. Dr. Leung has been
re-designated from a Non-Executive Director to an Independent
Non-Executive Director of the Company with effect from 1
July 2017. He is now a member of the Audit Committee, the
Remuneration Committee and the Nomination Committee of the

Company.

Yip Wai Chun, aged 60, obtained the degrees of Bachelor of
Medicine and Bachelor of Surgery from the University of Hong
Kong in 1981. Dr. Yip began his career as a surgeon in Queen
Mary Hospital. He was awarded the fellowships of the Royal
Colleges of Surgeons of Edinburgh and Glasgow in 1986 and that
of Australia in 1988. He took up the surgeon’s appointment in
Kwong Wah Hospital in 1986 and was promoted to the post of
consultant surgeon in 1991. Dr. Yip was made Chief of Service of
Department of Surgery of Kwong Wah Hospital with the Hospital
Authority in 1992. Dr. Yip is a specialist in Urology and has been

in private practice since 2012.
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Dr. Yip was awardee of Hong Kong Ten Outstanding Young
Persons in 1996. In 2006, he received the Outstanding Staff
Award of Hospital Authority. Dr. Yip was Vice-President of the
College of Surgeons of Hong Kong from 2004 till 2010. Presently,
he is honorary associate professor, Surgery, of University of Hong
Kong and Chinese University of Hong Kong. Dr. Yip is also
honorary consultant and executive director of medical service of

Tung Wah Group of Hospitals.

Over the years, Dr Yip has had substantial contributions to
the development of medical services in Hong Kong. Dr. Yip
coordinated the provision of liver transplant service in Hong Kong
in 2001. He is a renowned leader in the field of Men Health and
is also a pioneer for delivery of integrated Western and Chinese

medicine service in Hong Kong.

Dr. Yip was the member of the Election Committee of the
Legislative Council of Hong Kong SAR, China in 2002, 2007 and
2012. He was also the member of the Election Committee for the
10th, 11th, 12th National Peoples’ Representative Committee,
Hong Kong SAR, China.

He has been an Independent Non-Executive Director, member of
the Audit Committee and member of the Remuneration Committee

of the Company since January 2014.

Tse Hin Lin, Arnold, aged 64, holds a Bachelor’s Degree in
Social Science (Statistics and Geography) and also a Law Degree.
Mr. Tse had practiced as a barrister in Hong Kong between
1987 and 1988. He was admitted as a solicitor in 1990 and
founded ATL Law Offices on 1 July 2008. Upon his retirement
from partnership in April 2013, Mr. Tse has been acting as the
consultant solicitor of ATL Law Offices until his retirement in
October 2014. Mr. Tse has practiced commercial and corporate
law, including advising on cross-border acquisitions and
commercial transactions. He has acted as an Independent Non-
executive Director of each of Evergrande Health Industry Group
Limited (formerly known as New Media Group Holdings Limited)
(Stock Code: 708) and Emperor Capital Group Limited (Stock
Code: 717) between January 2008 to November 2013 and March
2014 to July 2015 respectively. Both of the aforesaid companies
whose issued shares are listed on the Main Board of the Stock
Exchange. During the aforesaid periods, Mr. Tse also served
several Committees of the aforesaid companies. He has been an
Independent Non-Executive Director of the Company since July
2017.
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SENIOR MANAGEMENT

WONG’S KONG KING HOLDINGS LIMITED

Chung Yiu Ming, Alvin, aged 70, joined the Group in 2002.
Mr. Chung is the general manager of Human Resources &
Administration Department of the Group. He has more than 30
years extensive HR&A experience in the industry. Prior to joining
the Group, he brought with him well proven record in various
regional multi-national organisations such as Ampex, Digital
Equipment, Data General and National Semiconductor, etc.
Mr. Chung holds a Graduate Diploma in Personnel Management
from The Hong Kong Polytechnic University (formerly named
as HK Technical College). He is the visiting lecturer of the Hong
Kong Management Association, the Hong Kong Productivity
Council and Shengchun University, etc. for over the past 10 years.
Mr. Chung has been served as the Academic Chairman of the Hong
Kong People Management Association (formerly named as Hong
Kong Industrial Relations Association).

Cheng Ying, aged 46, joined the Group in 2010. She is now the
company secretary of the Group. She graduated from the Lingnan
University with a Honours Diploma in Company Secretaryship and
Administration. She is an associate member of both of the Hong
Kong Institute of Company Secretaries and the Institute of Chartered
Secretaries and Administrators. Prior to joining the Group, she has
about 15 years of experience in company secretarial field.

WKK TECHNOLOGY LIMITED

Wong Kwok-Wai, Jacky, aged 60, joined the Group in 1980. He is
the executive director of WKK Technology Limited. Mr. Wong had
been responsible for the Group’s OEM production operation and
the marketing of the Group’s semiconductors products in the early
years and is currently in charge of marketing the Group’s OEM
services. He holds a Higher Diploma in Industrial Engineering. He
has been a director of WKK America (Holdings) Inc. since June
2001.

Wong Lup-Keung, Ben, aged 62, joined the Group in 1996. He is
the Director and General Manager of Sales & Project Management
Department of WKK Technology Limited. He has extensive
industrial experience in various fields namely, R&D engineering,
procurement, operations and sales & marketing areas etc. Mr. Wong
holds a Bachelor degree in Science (Electronics Engineering) from
the Chinese University of Hong Kong.

Tang Kang, aged 61, joined the Group in April 1990. He is the
General Manager of Manufacturing Operations in PRC Plant
of WKK Technology Limited. Mr. Tang has over 20 years’
manufacturing experience in both computer and consumer
electronics industries. He holds a Bachelor degree in Radio
and Telecom Technology from the South China University of
Technology.
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Wong Kong-Ting, David, aged 58, joined the Group in 1997.
Mr. Wong is the General Manager of Material Management
Department of WKK Technology Limited. He has over 30 years’
manufacturing experience in scheduling and movement information
from operation’s Planning and Material Control (PMC) system,
Procurement Management, etc. Mr. Wong holds Bachelor of
Science in Computer Information System and EMBA (Executive
Master in Business Administration) from the University of Hull
U.K.

WKK DISTRIBUTION LIMITED

To Wan-Sang, Stephen, aged 62, joined the Group in 1979. He
is currently the general manager of New Product Development.
He was the general manager for WKK Source Electronics (HK)
Limited, a joint-venture with Source Electronics Asia Limited
in U.S., mainly, a leader in Integrated Circuit Programming
Service. Mr. To has assumed various positions along the
growth of the group. He was the engineering manager of World
Storage Technology, a former manufacturing unit of the group
manufacturing floppy disk drives. He was also the service manager
for China, sales manager for electronic equipment in Hong Kong,
director and general manager for WKK (Thailand) Limited, and
largely being responsible for marketing of electronic equipment in
various territories. Mr. To was also the general manager for Special
Products Group. Mr. To holds an MBA degree from UK, and a
Higher Diploma in Electronic Engineering. Mr. To retired from the
Group on 1 April 2018.

WKK ELECTRONIC EQUIPMENT LIMITED

Lee Wai-Kong, Johnson, aged 59, joined the Group in 1989. He
is the director and general manager of WKK Electronic Equipment
Limited and is responsible for marketing the Group’s electronic
products in Hong Kong and the PRC. Mr. Lee holds a Bachelor
degree in Science (Electronics Engineering) from the Chinese
University of Hong Kong.

WKK PCB TRADING LIMITED

Lui Kwok-Chak, Randy, aged 57, joined the Group in 1985.
He is a director and the general manager of WKK PCB Trading
Limited and is responsible for marketing the Group’s PCB
products in Hong Kong and the PRC. Mr. Lui holds a Bachelor of
Science degree in Chemical Engineering from National Taiwan
University. He worked in the field of PCB manufacturing before
he joined the Group.
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CHINA BUSINESS

Yeung Chuen-Hau, aged 70, joined the Group in 1984. He is
the director and general manager of WKK China Limited and is
responsible for marketing the Group’s products and services in the
PRC.

Ng Ka Kui, Jimmy, aged 55, joined the Group in 1983. He is the
General Manager of WKK EMS Equipment (Beijing) Ltd. Mr.
Ng had been responsible for the Group’s electronics assembly,
printed circuit board and semiconductors business for North China
market. He holds a Certificate in Electrical Engineering.

Yu Chun Yip, Tony, aged 50, joined the Group in 1994. He is
the General Manager of WKK Trading (Shanghai) Co., Ltd. and
Suzhou Branch. Mr. Yu is responsible for the marketing, sales and
service of the SMT product in East China . He holds a Diploma in
Marketing.

Lee Wai-Man, Raymond, aged 55, join the Group in 1982. He
is the General Manager of WKK EMS Equipment (Shenzhen)
Limited. Mr. Lee previously worked in the engineering
department, sales & marketing for electronic assembly field, and
is currently in charge of Group’s distribution business in South
China.

Lin Fu Chan, Frank, aged 63, Mr. Lin graduated from the
Jiangxi University of Science and Technology in 1975. Before
joining the Group in 1991, he had been a civil servant of the
Government of the PRC for 8 years with over 10 years mechanical
product design and management experience. He was granted a
National Technology Improvement Award by the Government
of the PRC in 1983. He was the General Manager of WKK EMS
Equipment (Chengdu) Ltd, WKK EMS Equipment (Chongqing)
Ltd. and WKK Electronic Equipment (Xi’an) Ltd (deregistered
on 29 December 2017). Effective from November 2014, Mr. Lin
is the General Manager of WKK Electronic Equipment (Jiangxi)
Ltd. Mr. Lin is the Special Assistant to the Group Chairman. He
is also a Director and Chairman of Hong Kong Jiangxi Clansmen
Association Ltd.

Lau Wai Yuen, Miles, aged 51, joined the Group in 1989 and was
responsible for the sales and marketing of electronics equipment
and materials in Hong Kong and South China. Mr. Lau is now the
General Manager of WKK EMS Equipment (Chengdu) Ltd. and
WKK EMS Equipment (Chongqing) Ltd.
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WKK DISTRIBUTION (SINGAPORE) PTE LTD.

Leung Man Hoy, aged 68, joined the Group in 1981. He is the
Director and General Manager of WKK Distribution (Singapore)
Pte Ltd. He is taking care of the operation management of South
East Asia business. He holds electronic certificate and has over
30 years experience in electronics field. Prior to he transferred
to Singapore, he was the regional manager of WKK Engineering
Service Limited and Director and General Manager for WKK
Thailand Limited.

TAIWAN WKK DISTRIBUTION CO. LIMITED

Liu Chien Wei, alias, Martin Leou, aged 54, joined Taiwan
Kong King Co., Limited in 1987. He is now the general manager
and Director of Taiwan WKK Distribution Co, Limited and is
responsible for overseeing the day-to-day operations of Taiwan
WKK Distribution business. He has over 27 years experience
in service and customer management. Mr. Liu has also been
appointed as the General Manager of PCB division of WKK
Trading (Shanghai) Co. Ltd. in October 2001 and is responsible
for PCB, Optoelectronics and Semiconductor business in east
China area. Mr. Liu holds a Bachelor degree in Electrical
Engineering from the Chien Xin Technology College (Formerly
known as Qing Yun University).

DONGGUAN WKK MACHINERY CO. LTD

Fok Kam Chung, Johnson, aged 55, joined the Group in 1987.
Mr. Fok is the Director and General Manager of Dongguan WKK
Machinery Company Limited. He had been the Assistant General
Manager of WKK Engineering Service Limited and the General
Manager of WKK (Shanghai) Engineering Service Co., Ltd.. Mr.
Fok Holds MEM (Master degree in Engineering Management)
from University of Technology, Sydney.

WKK TRAVEL LIMITED

Ho Yim Wai Hing, Helen, aged 59, joined the Group in 1991.
She is the general manager of WKK Travel Limited. Mrs. Ho has
over 18 years experience in administration. She holds a Diploma

in Business Management.

TAIWAN KONG KING CO., LIMITED

Liao Hung-Ying, Smale, aged 54, joined the Group in 1990. He
is the director and president of TKK. Mr. Liao holds a Bachelor
of Electronic degree in Electronic Engineering of St. John’s &
St. Mary’s Institute of Technology. He also obtained a Certificate
in Executives Program in Graduated School of Business
Administration of National Chengchi University. Mr. Liao was
a supervisor for Taiwan Printed Circuit Association (“TPCA”)
from 2002 to 2009 and has become the Executive Supervisor since
2010. He has also been appointed the Executive Supervisor of
TPCA Environment Foundation since 2015.

WKK DISTRIBUTION (SINGAPORE)
PTE LTD.
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WKK AMERICA (HOLDINGS) INC.

Bacon Bruce, aged 59, joined the WIH Group in 1986 and
transferred to the WKK Group in 1989. He is the President of
WKK America (Holdings) Inc. Mr. Bacon is responsible for the
Sales and Marketing activities of WKK Technology Limited in
North America. He has over 30 years experience in the electronics
and computer industry. Prior to joining the Group in 1986, Mr.
Bacon managed several Customer Service and Quality Assurance
operations for U.S. based companies involved in the computer

industry.

WKK JAPAN LIMITED

Masato Watanabe, age 71, joined the Group in 1994. He is
appointed as Representative Director and the President of WKK
Japan Limited on 1 April 2009. Prior to taking this position, he
was a Director/Vice President of Kysho America Corporation
in charge of trading, sales and corporate administration. He is a
Bachelor of Arts degree holder from Waseda University, Tokyo,
Japan.
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REPORT OF THE DIRECTORS

The Directors present their annual report and the audited
consolidated financial statements of the Company for the year
ended 31 December 2017.

PRINCIPAL ACTIVITIES AND SEGMENTAL
INFORMATION

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are trading and
distribution of chemicals, materials and equipment used in the
manufacture of printed circuit boards and electronic products and
the manufacture of electrical and electronic products for OEM
customers.

An analysis of the Group’s performance for the year by operating
segments is set out in Note 6 to the consolidated financial
statements.

RESULTS

The results of the Group for the year ended 31 December 2017 are
set out in the consolidated income statement on page 67.

BUSINESS REVIEW

A fair review of the business of the Group and a discussion and
analysis of the Group’s performance during the year are provided
in the Chairman’s Statement on pages 4 to 7 of this Annual
Report. A description of the principal risks and uncertainties
facing the Group can be found throughout the Annual Report,
particularly in the Risk Management and Internal Control Report
on pages 42 to 46 of this Annual Report and in Note 3 to the
consolidated financial statements. The Group did not have
any important events affecting the Group that have occurred
since the end of financial year 2017. An indication of likely
future development in the Group’s business are provided in the
Chairman’s Statement on pages 4 to 7 of this Annual Report.

In addition, more details regarding the Group’s environmental
policies and performance, its compliance with the relevant laws
and regulations that have a significant impact on the Group and
its key relationships with employees, customers and suppliers and
others that have a significant impact on the Group and on which
the Group’s success depends, are provided in this Annual Report
in the Chairman’s Statement on pages 4 to 7, this Report of the
Directors on pages 20 to 32 and the Environmental, Social and
Governance Report on pages 50 to 59.

DIVIDENDS
The Company paid an interim dividend of HK$0.01 (2016: Nil)
per share for 2017.

The Board of Directors recommends a final dividend of HK$0.06
per share (2016: HK$0.035 per share) be paid in respect of the
year ended 31 December 2017. The proposed final dividend will
be payable on or about Friday, 20 July 2018, subject to approval at
the Annual General Meeting, to shareholders whose names appear
on the Register of Members of the Company on Wednesday, 4
July 2018.
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RESERVES

Details of the movements in reserves of the Group and the
Company during the year are set out in the Consolidated
Statement of Changes in Equity and Note 36 to the consolidated

financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of
the Group are set out in Note 16 to the consolidated financial
statements.

SHARE CAPITAL
Details of the movements in the Company’s share capital are set
out in Note 26 to the consolidated financial statements.

EQUITY-LINKED AGREEMENT

No equity-linked agreement which may result in the Company
issuing shares was entered into by the Company during the year or
subsisted at the end of the year, save for the share option scheme
of the Company as disclosed on pages 27 to 29.

DISTRIBUTABLE RESERVES

The Company’s reserves available for distribution to the
shareholders, as calculated under the Companies Act 1981
of Bermuda and the Bye-laws of the Company, as at the
balance sheet date, amounted to HK$187,390,000 (2016:
HK$214,639,000). In addition, the Company’s capital redemption
reserve and share premium may be distributed in the form of

fully-paid bonus shares.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the
Company’s Bye-laws, or the laws of Bermuda, which would
oblige the Company to offer new shares on a pro-rata basis to

existing shareholders.

RETIREMENT BENEFITS SCHEMES
Details of the Group’s retirement benefits schemes are set out in
Note 31 to the consolidated financial statements.

FIVE YEARS FINANCIAL SUMMARY
A summary of the results and the assets and liabilities of the
Group for the last five financial years is set out on pages 8 to 9.
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PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

During the year ended 31 December 2017, the Company
repurchased a total of 14,530,000 Shares on the Hong Kong Stock
Exchange at an aggregate consideration (before expenses) of
HK$17,167,040. All the repurchased Shares were subsequently
cancelled.

L3S O = R E N A ol - £

WEE CZE LT A=S T —HILEER
A T i A W g A T I 1] 6 3£ 14,530,000/ 11
By > B (FUBR B ST 2 #5 ¥517,167,040
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Particulars of the repurchases are as follows: MR FEE R
Aggregate
Number consideration
of Shares Purchase price (before
repurchased i expenses)
i [l it 433 Highest Lowest HAH
Month H # B H R el (B BA 32 R )
(HK$) (HK$) (HKS$)
(W) (W) (%)
October 10/ 1,390,000 1.18 1.04 1,571,540
November 115 10,142,000 1.19 1.18 12,068,840
December 12/ 2,998,000 1.18 1.15 3,526,660
14,530,000 17,167,040

Save as disclosed above, neither the Company nor any of
its subsidiaries had purchased, sold or redeemed any of the
Company’s securities during the year ended 31 December 2017.

CHARITABLE DONATIONS

During the year, the Group made charitable donations amounting
to approximately HK$680,000.

MAJOR CUSTOMERS AND SUPPLIERS

41% of turnover and 38% of purchases during the year were
attributable to the Group’s five largest customers and suppliers
respectively. 18% of turnover and 9% of purchases during the year
were attributable to the Group’s largest customer and supplier
respectively. None of the Directors, their associates or any
shareholder (which to the knowledge of the Directors owns more
than 5% of the Company’s issued share capital) has any interest in
the Group’s five largest customers or five largest suppliers.
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DIRECTORS
The Directors of the Company during the year and up to the date
of this report are:

Executive Directors

Senta Wong (Chairman)

Edward Ying-Chun Tsui (Group President and Chief Executive Officer)
Byron Shu-Chan Ho (Chief Financial Officer)

Bengie Man-Hang Kwong

Vinci Wong (appointed on 1 September 2017)

Victor Jui Shum Chang (appointed on 1 September 2017)

Non-Executive Directors

Hamed Hassan El-Abd
(re-designated from an Executive Director
with effect from 1 September 2017)

Hsu Hung-Chieh

Independent Non-Executive Directors

John Ho (retired on 1 July 2017)

Philip Wan-Chung Tse

Gene Howard Weiner
(retired on 1 July 2017)

Leung Kam Fong
(re-designated from a Non-executive Director
with effect from 1 July 2017)

Yip Wai Chun

Arnold Hin Lin Tse (appointed on 1 July 2017)

In accordance with Bye-laws 103 to 105 and 109 of the
Company’s Bye-laws, Mr. Vinci Wong, Mr. Victor Jui Shum
Chang, Mr. Hamed Hassan El-Abd, Mr. Hsu Hung-Chieh and Mr.
Arnold Hin Lin Tse shall retire at the Annual General Meeting.
All of the above retiring Directors, being eligible, will offer
themselves for re-election at the Annual General Meeting.

The term of office for each Independent Non-Executive Director
is the period up to his retirement by rotation in accordance with
the Company’s Bye-laws.

The Company has received from each of the Independent
Non-Executive Directors an annual confirmation of his
independence pursuant to Rules 3.13 of the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong
Limited (the “Listing Rules”). The Company considers all of the
Independent Non-Executive Directors to be independent.
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UPDATE ON DIRECTORS’ INFORMATION PURSUANT
TO RULE 13.51B(1) OF THE LISTING RULES

On 10 October 2017, Dr. Leung Kam Fong was appointed as an
Executive Director of Mount Kelly International Limited which

operates Mount Kelly School Hong Kong.

CONTINUING CONNECTED AND RELATED PARTY
TRANSACTIONS

Details of the material related party transactions undertaken by
the Group in its normal course of business are set out in Note 35
to the consolidated financial statements. Some of the related party
transactions as set out in Note 35(a) to the consolidated financial
statements also constitute continuing connected transactions under
Chapter 14A of the Listing Rules.

These continuing connected transactions are exempted from
the reporting, annual review, announcement and independent
shareholders’ approval requirements under Chapter 14A.33 of the
Listing Rules. Save as disclosed, there is no other related party
transaction which constitutes a connected/continuing connected
transaction and is subject to the disclosure requirements under the

Listing Rules.
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INTERESTS OF DIRECTORS HFHZRELS

As at 31 December 2017, the interests or short positions of the AN FE—LETA=ZT—H > REESE K&
Directors of the Company in the shares, underlying shares and Bl (138 25 M I &6l |) 4535206 F LU &
debentures of the Company or any of its associated corporations {72 B st 2 5o ék > BUR#8 LA 7 8 & i
(within the meaning of Part XV of the Securities and Futures 17 75 %5 38 5y B9 45 e <y I © 1] A4 28 =] Kz W6 A2 e
Ordinance (“SFO”) as recorded in the register required to be  ff i Z A » A S &) 3 3R A 20 7] 8% HAT ]
kept under Section 352 of the SFO or as otherwise notified to the — FHEE L (78 76 ik 7 LW B IEHIEEX VL) 2
Company and the Stock Exchange pursuant to the Model Code for — Bty ~ A B BEHY B (5 A 2 RE RS BRIk &
Securities Transactions by Directors of Listed Companies, were as Ul | :

follows:
(I) The Company O AW
Total
Interests
(including
underlying
Total shares)
Interests as % of
as % the issued
of theissued ~ Underlying  share capital
share capital ~ Shares (share e 5
Personal Family ~ Corporate Other Total EaH options)  (EL45 47 Bt
Name Interests Interests Interests Interests Interests 8 ABkn ) CET
4 N & FIEHE 1 AT H A BEEE  RAWAW (M)  BAHERL
% %
Senta Wong 4,750,000 1,572,000 122,012,723 207,800,000 336,134,723 45.53 - 45.53
T (Note 1) (Note 2)
(fit1) (fit2)
Edward Ying-Chun Tsui 7,577,920 - - - 1,577,920 1.03 - 1.03
Byron Shu-Chan Ho 3,470,000 360,000 - - 3,830,000 0.52 - 0.52
Eaf
Bengie Man-Hang Kwong 5,400,000 - - - 5,400,000 0.73 - 0.73
B
Vinci Wong - - 23,572,028 207,800,000 231,372,028 3134 - 3134
kS & (Note 3) (Note 4)
(H#t3) (H#4)
Victor Jui Shum Chang - 154,000 23,572,028 207,800,000 231,526,028 31.36 - 31.36
i (Note 5) (Note 6)
(H#ts) (Hiite)
Hamed Hassan El-Abd 3,000,000 - - - 3,000,000 041 - 041
Hsu Hung-Chich 2,314,000 - - - 2,314,000 031 - 031
AR
Leung Kam Fong - - - 180,000 180,000 0.02 - 0.02
b (Note 7)

(l##7)




(In

Notes:

The Company’s associated corporation — Taiwan Kong (II)

King Co., Ltd.

A0y H 2 M WG O T — 5 A PR

Al

Total

Interests

(including

underlying

Total shares)
Interests as % of

as % the issued

of theissued ~ Underlying  share capital
share capital ~ Shares (share B4

Personal Family ~ Corporate Other Total i 5 options) (L4574 It
Name Interests Interests Interests Interests Interests fhC 8 AEmRG s
(¥ T\ 55 FEHES L el 55 BadsE  RAELL (IEHE) AT AR
% %
Hsu Hung-Chieh 178,615 4,716 - - 183,331 0.51 - 0.51
F¥A
Bzt

122,012,723 shares were registered in the name of Wonder Luck 1.
International Limited, which was wholly owned by Senta Wong
(BVI) Limited. The entire issued share capital of which was
50.25% owned by Mr. Senta Wong and 49.75% owned by his wife,

Mrs. Wong Wu Lai Ming, Lily. The references to 122,012,723
shares deemed to be interested by Mr. Senta Wong (as disclosed
herein) and Senta Wong (BVI) Limited (as disclosed in the section
headed “Interests of substantial shareholders”) relate to the same
block of shares.

207,800,000 shares were registered in the name of Rewarding 2.
Limited, which was wholly owned by Greatfamily Inc. (which was
in turn wholly owned by Greatguy (PTC) Inc. (formerly known
as Greatguy Inc.)) for a discretionary trust, of which Mr. Senta
Wong was regarded as the founder (by virtue of the SFO). The
references to 207,800,000 shares deemed to be interested by Mr.
Senta Wong (as disclosed herein), Mr. Vinci Wong and Mr. Victor
Jui Shum Chang (as disclosed in Notes 4 and 6 below respectively),
Greatfamily Inc. and Greatguy (PTC) Inc. (formerly known as
Greatguy Inc.)) (as disclosed in the section headed “Interests of
substantial shareholders”) relate to the same block of shares.

23,572,028 shares were held by Max Return Group Limited, of 3.
which Mr. Vinci Wong owns 33.33% shares. The references to
these 23,572,028 shares deemed to be interested by Mr. Vinci Wong

(as disclosed herein) and Mr. Victor Jui Shum Chang (as disclosed

in Note 5 below) relate to the same block of shares.

Mr. Vinci Wong was deemed (by virtue of the SFO) to be interested 4.
in 207,800,000 shares in the Company by virtue of him being a
beneficiary of a discretionary trust.

Mr. Victor Jui Shum Chang was deemed (by virtue of the SFO) to 5.
be interested in 23,572,028 shares in the Company, which were held

by Max Return Group Limited, of which his spouse owns 33.33%
shares.

Mr. Victor Jui Shum Chang was deemed (by virtue of the SFO) to 6.
be interested in 207,800,000 shares in the Company by virtue of his
spouse being a beneficiary of a discretionary trust.

These 180,000 shares were jointly held by Dr. Leung Kam Fong and 7.
his spouse.
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Certain Directors held qualifying shares in certain subsidiaries of
the Group on trust for the Company or other subsidiaries of the
Group.

Save as disclosed herein, as at 31 December 2017, none of the
Directors of the Company or his associates had any interests or
short positions in the shares, underlying shares or debentures
of the Company or any of its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register
required to be kept under Section 352 of the SFO or as otherwise
notified to the Company and the Stock Exchange pursuant to the
Model Code for Securities Transactions by Directors of Listed
Companies.

SHARE OPTION SCHEME

The Company’s Share Option Scheme came into effect on 30 May
2005 was expired at the close of business on 29 May 2015. A new
Share Option Scheme (“the New Scheme”) has been adopted by
the Shareholders of the Company on 22 June 2016.

A summary of the New Scheme disclosed in accordance with the

Listing Rules is as follows:

(1) Purpose of the New Scheme

The purpose of the New Scheme is to provide the Eligible
Participants with an opportunity to have a personal stake
in the Company with a view to motivating the Eligible
Participants to utilize their performance and efficiency
for the benefit of the Group and attracting and retaining
or otherwise maintaining an ongoing relationship with the
Eligible Participants whose contributions are or will be
beneficial to the long term growth and development of the
Group.

(2) Participants of the New Scheme
The Board may at its discretion grant options to any
director (whether executive, non-executive, independent
non-executive or alternate) or employee (whether full-time,
part time, seconded or otherwise) of the Company or any
Affiliate.

(3) Total number of shares available for issue under the
New Scheme and % of the issued share capital as at 31
December 2017
The number of shares issuable under the share options
granted under the New Scheme was 75,223,596 shares,
representing approximately 10% of the issued share capital
as at the date of adoption of the New Scheme and as at 31
December 2017.
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(4)

€)

(6)

(7

8

Maximum entitlement of each participant under the New
Scheme

The maximum number of shares issuable under the options
to each participant in any 12-month period up to the date
of grant must not exceed 1% of the shares in issue unless
it is approved by shareholders in a general meeting of
the Company. Any share options granted to a substantial
shareholder or an independent non-executive director of the
Company or to any of their associates, in excess of 0.1% of
the shares in issue and with an aggregate value (based on the
closing price of the shares at the date of the grant) in excess
of HKS$5 million, in any 12-month period, are subject to
shareholders’ approval in general meeting of the Company.

The period within which the shares must be taken up
under an option

An Option may be exercised as specified by the Board in
relation to such option in its terms of grant which shall not
be earlier than 1 year after its date of grant, nor be more
than 10 years from its date of grant.

The minimum period for which an option must be held
before it can be exercised

According to the New Scheme of the Company, no option
can be exercised within 1 year after its date of grant unless
otherwise determined by the board of directors of the
Company. In addition, options will vest as to 25% on the
first anniversary of its date of grant and as to the remainder
on the second anniversary of its date of grant.

The amount payable upon acceptance of option
HKS$10.00 is payable by each Eligible Participant to the
Company on acceptance of options within 21 days from the
Offer Date.

The Basis of determining the exercise price
The exercise price must be at least the highest of:

(i) the closing price of a share as stated in the daily
quotations sheet of the Stock Exchange on the Date of
Grant, which must be a business day; and

(ii) the average of the closing prices of the Shares as
stated in the daily quotations sheets of the Stock
Exchange for the five business days immediately
preceding the Date of Grant; and

the nominal value of a Share.

(iii)
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9)

The remaining life of the New Scheme

)

The New Scheme will expire at the close of business on 21

June 2026.

No option has been granted under the New Scheme since its

adoption and up to 31 December 2017.

INTERESTS OF SUBSTANTIAL SHAREHOLDERS

The Company has been notified that, as at 31 December 2017,
the following persons (other than Directors of the Company) had
interests or short positions in the shares or underlying shares of

the Company as recorded in the register required to be kept under

Section 336 of the SFO:

% B wH E AR %O
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Long positions in shares of the Company A2 ) S A Z 0
Percentage of
Name of substantial Number of total issued shares
shareholders Capacity shares held A & B AT
TR 4 W =21 Jt 5 T B BBOA I
%
Greatfamily Inc. Interest of controlled corporation (Note 1) 207,800,000 28.15%
Z WL B 2R (ML)
Greatguy (PTC) Inc. (formerly Trustee (Note 1) 207,800,000 28.15%
known as Greatguy Inc.) ZREN (MfEE1)
Senta Wong (BVI) Limited Interest of controlled corporation (Note 2) 122,012,723 16.53%
Z PN B 2 AR (M AE2)
HSBC International Interest of controlled corporations 45,689,735 6.19%
Trustee Limited Z L5 2 RE 55
Wong Chung Yin Beneficial owner, interest of child or 43,495,701 5.89%

E ke

spouse and interest of controlled

corporations (Note 3)
TR N T Lol HE A

5P VR 1 2 RE S (M AE3)




Notes:
1. Please see Note 2 under the section headed “Interests of Directors”.
2. Please see Note 1 under the section headed “Interests of Directors”.

3. Mr. Wong Chung Yin was deemed (by virtue of the SFO) to be
interested in 43,495,701 shares in the Company. These shares were
held in the following capacity:

(a) 2,000,000 shares were held by Mr. Wong Chung Yin
personally.

(b) 450 shares were held under the name of Ms. Woo Sin Ming,
the wife of Mr. Wong Chung Yin.

(c) 25,613,332 shares were held by Levy Investment Limited.
The entire issued share capital of which was 100% owned by
Mr. Wong Chung Yin.

(d) 15,881,919 shares were jointly held by Mr. Wong Chung Yin
and his wife, Ms. Woo Sin Ming.

Save as disclosed, the Directors are not aware of any other persons
who, as at 31 December 2017, had interests or short positions in
the shares or underlying shares of the Company as recorded in the

register required to be kept under Section 336 of the SFO.

CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance practices. Information on the corporate
governance practices of the Company is set out in the “Corporate

Governance Report” on pages 33 to 49.

DIRECTORS’ MATERIAL INTERESTS IN
TRANSACTIONS, ARRANGEMENTS OR
CONTRACTS

No significant transactions, arrangements and contracts in relation
to the Group’s business to which the Company was a party and
in which a Director of the Company had a material interest, when
directly or indirectly, subsisted at the end of the year or at any

time during the year.
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DIRECTORS’ SERVICE CONTRACTS

No Director being proposed for re-election at the forthcoming
annual general meeting has a service contract which is not
determinable by the Group within one year without payment of

compensation (other than statutory compensation).

MANAGEMENT CONTRACTS
No contract concerning the management and administration of the
whole or any substantial part of the business of the Company had

been entered into or existed during the year.

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Apart from the share option scheme, no time during the year was
the Company, its subsidiaries or its associated corporations a party
to any arrangement to enable the Directors or chief executives of
the Company or their respective associates to acquire benefits by
acquisition of shares or underlying shares in, or debentures of, the

Company or its associated corporations.

SUBSEQUENT EVENTS

Subsequent to the consolidated balance sheet date and up to
the date of the consolidated financial statements, the Company
repurchased and cancelled its own 5,784,000 shares on the
Hong Kong Stock Exchange. The total consideration (before
expenses) paid to repurchase of these shares was approximately
HK$7,064,000 and the transaction costs at HK$41,000, which has
been deducted from equity attributable to owners of the Company

subsequent to the consolidated balance sheet date.

PERMITTED INDEMNITY PROVISION

Pursuant to the Company’s Bye-laws and subject to the applicable
laws, every Director shall be entitled to be indemnified out of
the assets of the Company against all costs, charges, expenses,
losses and liabilities, which he may sustain or incur in or about
the execution of the duties of his office or otherwise in relation

thereto.

The Company has maintained directors’ liability insurance which
has been in force throughout the financial year and up to the
date of this report to provide appropriate insurance cover for the

Directors of the Company and its subsidiaries.
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PUBLIC FLOAT

On the basis of information that is publicly available to the
Company and within the knowledge of the Directors as at the date
of this Annual Report, the Company has complied with the public
float requirements of the Listing Rules for the financial year
ended 31 December 2017.

AUDITOR
PricewaterhouseCoopers will hold office until the conclusion of

the forthcoming annual general meeting of the Company.

The consolidated financial statements for the year have been
audited by PricewaterhouseCoopers who retire and, being eligible,
offer themselves for reappointment at the forthcoming annual

general meeting.

On behalf of the Board

Senta Wong

Chairman

Hong Kong, 26 March 2018
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CORPORATE GOVERNANCE REPORT

The Company recognizes that good corporate governance is vital
to the success of the Group and sustains development of the
Group. The Company aims at complying with, where appropriate,
all code provisions (“Code Provisions”) of the Corporate
Governance Code (the “CG Code”) as set out in Appendix 14 of
the Listing Rules.

The Company’s corporate governance practices are based on the
principles and the Code Provisions as set out in the CG Code of
the Listing Rules. The Company has, throughout the year ended
31 December 2017 complied with most of the Code Provisions
and certain deviations from the Code Provisions in respect of code
provisions A.4.1 and A.4.2, details of which are explained below.

DIRECTORS’ SECURITIES TRANSACTION

The Company has adopted a code of conduct regarding securities
transactions by Directors on no less exacting than the terms and
required standard contained in the Model Code for Securities
Transactions by Directors of Listed Issuers as set out in Appendix
10 of the Listing Rules (the “Model Code”). Having made
specific enquiry of all the Directors, the Company had obtained
confirmation from all the Directors that they have complied with
the required standard set out in the Model Code and the code of
conduct for securities transactions by Directors adopted by the
Company during the year ended 31 December 2017.

BOARD OF DIRECTORS

The Board comprises six Executive Directors, two Non-Executive
Directors and four Independent Non-Executive Directors. One of
the Independent Non-Executive Directors possess the appropriate
professional qualifications or accounting or related financial
management expertise as required under the Listing Rules. The
Directors, as at the date of this report, are Mr. Senta Wong, Mr.
Edward Ying-Chun Tsui, Mr. Byron Shu-Chan Ho, Mr. Bengie
Man-Hang Kwong, Mr. Vinci Wong, Mr. Victor Jui Shum Chang,
Mr. Hamed Hassan El-Abd, Mr. Hsu Hung-Chieh, Mr. Philip
Wan-Chung Tse, Dr. Leung Kam Fong, Dr. Yip Wai Chun and Mr.
Arnold Hin Lin Tse.

The biographical details of the Directors (including relationship
among the members of the Board) are set out on pages 10 to 19 of

this Annual Report.

Each of the Independent Non-Executive Directors has made an
annual confirmation of independence pursuant to Rule 3.13 of the
Listing Rules. The Company is of the view that all Independent
Non-Executive Directors meet the independence guidelines set out
in Rule 3.13 of the Listing Rules.
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The Board met four times in 2017 to review the financial and j# ~E—-LAEFRNEFEILEE IR - Ui
operating performance of the Group and to consider and approve  &f AN 4E [ 2 A% o 4% 0 £ 3 > [ 2% i Bt v
the annual budget for the Group. Individual attendance of each AFEEHZ 2EME - HHERK W E N LS G

Board member at these meetings is as follows: 2 R
Attendance &

Executive Directors HATHH
Mr. Senta Wong (Chairman) 4/4 T () 4/4
Mr. Edward Ying-Chun Tsui IR A

(Group President and Chief Executive Officer) 4/4 (JE [ # 2 S e 7T LA #) 4/4
Mr. Byron Shu-Chan Ho (Chief Financial Officer) 4/4 fa] At W8 e A= (BT B A ) 4/4
Mr. Bengie Man-Hang Kwong 4/4 o i S A 4/4
Mr. Vinci Wong E B EE

(appointed on 1 September 2017) 1/1 (R =ZF—LF A — HERT) 1/1
Mr. Victor Jui Shum Chang 5% Fi £ e A

(appointed on 1 September 2017) 1/1 (RZF—LHENH— AEZEMT) 1/1
Non-Executive Directors FHITHEF
Mr. Hamed Hassan El-Abd 3/4 Hamed Hassan El-Abd /G /E 3/4
Mr. Hsu Hung-Chieh 4/4 AR A 4/4
Independent Non-Executive Directors BB ITEE
Mr. John Ho ] %) 1 S5 A2

(retired on 1 July 2017) 2/2 (i —FE—t4FEELH—HEBMT 2/2
Mr. Philip Wan-Chung Tse 4/4 il Ak 4/4
Mr. Gene Howard Weiner Gene Howard Weiner5t 4=

(retired on 1 July 2017) 2/2 (i —FE—+t4FEELH— BB 2/2
Dr. Leung Kam Fong 4/4 PeR L 4/4
Dr. Yip Wai Chun 3/4 BEMEE A 3/4
Mr. Arnold Hin Lin Tse it AR S R

(appointed on 1 July 2017) 2/2 (h=ZF—LHFtH—HEZEMLE 2/2

Other Board Meetings with the attendance of senior management
were held regularly during the year to discuss the day-to-day
management and administration as well as the recent business

development of the Group.

All minutes of the Board Meetings are prepared and kept by the
Company Secretary and open for inspection by Directors upon

reasonable notice.
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BOARD DIVERSITY
In August 2013, the Board adopted a board diversity policy which

sets out the approach to achieve board diversity in the Company.

The Board Diversity Policy is summarized as follows:

- the Company ensures that its Board has the appropriate
balance of skills, experience and diversity of perspectives
that are required to support the execution of its business

strategy and in order for the Board to be effective.

- selection of candidates will be based on a range of
perspectives, including but not limited to gender, age,
culture and educational background, ethnicity, professional
experience, skills, knowledge and length of service. The
ultimate decision will be based on meritocracy and the
contribution that the selected candidates will bring to the
Board.

- the Nomination Committee will take into consideration of
the Board Diversity Policy in identifying and nominating
suitably qualified candidates to become members of the
Board.

DIRECTORS’ TRAINING AND CONTINUING
PROFESSIONAL DEVELOPMENT PROGRAMME
Pursuant to the Code Provision A.6.5 of the CG Code as set out in
Appendix 14 of the Listing Rules, all directors should participate
in continuous professional development to develop and refresh
their knowledge and skills. This is to ensure that their contribution
to the board remains informed and relevant. The Company should
be responsible for arranging and funding suitable training, placing
an appropriate emphasis on the roles, functions and duties of the

directors.

The Company updates directors on the latest development
regarding the Listing Rules and other applicable regulatory
requirements from time to time, to ensure compliance and enhance

their awareness of good corporate governance practices.
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During the year, the Company had arranged a seminar conducted
by lawyers for the directors of the Company. The seminar
covered topics including Model Code for Securities Transactions
by Directors, Corporate Governance Code and the Code on
Takeovers and Mergers and Share Repurchases.

According to the records provided by the directors, a summary of
training received by the directors for the year ended 31 December
2017 is as follows:
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Type of
continuous
professional
development
programmes
Name of Directors FRAHE
HEH A B g Gt 3
Executive Directors
HIrEH
Senta Wong A, B
F A
Edward Ying-Chun Tsui A, B
Byron Shu-Chan Ho A, B
e A8 %
Bengie Man-Hang Kwong A, B
Ji g
Vinci Wong (appointed on 1 September 2017) A, B
EEw (R F—-LFE LA~ HERML)
Victor Jui Shum Chang (appointed on 1 September 2017) A, B
KA ZE h —F—tHE LA — HEET)
Non-Executive Directors
BT #H
Hamed Hassan El-Abd A, B
Hsu Hung-Chieh A, B
R
Independent Non-Executive Directors
W5 AT HEF
John Ho (retired on 1 July 2017) B
iy O — & —LHFE-LtH—HEIL)
Philip Wan-Chung Tse A, B
i 7%
Gene Weiner (retired on 1 July 2017) B
(W ZF—t4EtLH—HIEME)
Leung Kam Fong A, B
b
Yip Wai Chun A, B
TEMEE
Arnold Hin Lin Tse (appointed on 1 July 2017) B

A R —F—EHFE LA — HEZRL)

Notes:
A: attending briefing sessions and/or seminars
B: reading seminar materials and updates relating to the latest

development of the Listing Rules and other applicable regulatory
requirements
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NON-EXECUTIVE DIRECTORS
Code Provision A.4.1 stipulates that non-executive directors

should be appointed for a specific term, subject to re-election.

None of the existing Non-Executive Directors of the Company
is appointed for a specific term. This constitutes a deviation
from code provision A.4.1 of the CG Code. In accordance with
the provisions of the Bye-laws of the Company, any Director
appointed by the Board during the year shall retire and submit
themselves for re-election at the next annual general meeting
immediately following his/her appointment. Further, at each
annual general meeting, one-third of the Directors for the time
being, or if their number is not three or a multiple of three, then
the number nearest to but not exceeding one-third, shall retire
from office. The directors to retire by rotation shall be those
who have been longest in office since their last re-election or
appointment. As such, the Company considers that sufficient
measures have been taken to ensure that the Company’s corporate

governance practices are similar to those in the CG Code.

APPOINTMENT AND RE-ELECTION OF DIRECTORS
Code Provision A.4.2 stipulates that all directors appointed to fill
a casual vacancy should be subject to election by shareholders
at the first general meeting after appointment. Every director,
including those appointed for a specific term, should be subject to

retirement by rotation at least once every three years.

According to the Bye-laws of the Company, all Directors (except
Executive Chairman or Managing or Joint Managing Director)
of the Company are subject to retirement by rotations and re-
elections at the annual general meeting of the Company. This
constitutes a deviation from the CG Code. As continuation is
a key factor to the successful implementation of any long term
business plans, the Board believes that the present arrangement is

most beneficial to the Company and the shareholders as a whole.
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REMUNERATION OF DIRECTORS
The Remuneration Committee was established in April 2005.
The Committee now comprises three Independent Non-Executive

Directors, who are:

Mr. Philip Wan-Chung Tse

(Chairman of the Remuneration Committee)
Dr. Leung Kam Fong
Dr. Yip Wai Chun

A written terms of reference for the Remuneration Committee,
which clearly defined the role, authority and function of the
Remuneration Committee, have been adopted by the Board.
The terms of reference of the Remuneration Committee are
available on the websites of the Company and the Stock Exchange
respectively.

The Remuneration Committee is set up to assist the Board in
establishing a formal and transparent procedure for setting policy
on Directors’ and senior management’s remuneration and to make
recommendation to the Board on the remuneration packages of
the executive directors and senior management of the Group,
including the terms of salary and bonus schemes and share option

scheme.

Prior to making its recommendations, the Committee consults the
Chairman of the Board and the Chief Executive Officer and takes
into consideration factors including the Group’s performance
and profitability, experience, duties and time commitment
of Directors, prevailing market conditions, salaries paid by
comparable companies, employment conditions elsewhere in the
Group and desirability of performance-based remuneration. The
Committee has adopted the operation model where it performs
an advisory role to the Board, with the Board retaining the final
authority to approve the remuneration packages of individual
Executive Directors and senior management. The Committee is
provided with sufficient resources enabling it to discharge its
duties.

During the year, the Remuneration Committee reviewed the
remuneration packages of the executive Directors and the senior
management of the Company. No Director was involved in

deciding his own remuneration.
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The Committee met once in 2017. Individual attendance of each

Committee member at these meetings is as follows:

Attendance

Independent Non-Executive Directors
Mr. John Ho

(retired on 1 July 2017) 1/1
Mr. Philip Wan-Chung Tse

(Chairman of the Remuneration Committee) 1/1
Dr. Leung Kam Fong

(appointed on 1 July 2017) N/A
Dr. Yip Wai Chun 0/1
In Attendance:
Executive Director
Mr. Byron Shu-Chan Ho 1/1

For the year ended 31 December 2017, the remuneration of the
members of the senior management by band is set out below:

Remuneration band (HKS) Number of persons

0 to 1,000,000

1,000,001 to 1,500,000
1,500,001 to 2,000,000
2,000,001 to 2,500,000
2,500,001 to 3,000,000
3,000,001 to 3,500,000

— O N A~ o

Further particulars regarding the Directors’ and chief executive’s
emoluments and the five highest paid individuals as required to be
disclosed pursuant to Appendix 16 of the Listing Rules are set out
in Note 9 and Note 10 to the consolidated financial statements.
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NOMINATION COMMITTEE

The Company established the Nomination Committee on
12 March 2012. The primary duties of the Nomination Committee
are to review the structure, size and composition (including the
skills, knowledge and experience) of the Board at least annually
and make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy.

A written terms of reference for the Nomination Committee,
which clearly defined the role, authority and function of the
Nomination Committee, have been adopted by the Board. The
terms of reference of the Nomination Committee are available
on the websites of the Company and the Stock Exchange
respectively.

The Nomination Committee comprises three members, a majority
of whom are independent non-executive directors and is chaired
by the chairman of the Board. The members are:

Executive Director
Mr. Senta Wong (Chairman of the Nomination Committee)

Independent Non-Executive Directors
Mr. Philip Wan-Chung Tse
Dr. Leung Kam Fong

Before setting up of the Nomination Committee, the Board
was collectively responsible for nominating new Directors and
reviewed the structure, size and composition of the Board from
time to time.

During the year, the Nomination Committee reviewed the
structure, size and composition of the Board. In February and
August 2017, the Nomination Committee recommended to the
Board on the appointment and re-designation of directors.

In March 2018, the Nomination Committee made recommendations
to the Board on the re-appointment of retiring directors for
shareholders’ approval at the forthcoming annual general meeting.
It also assessed the independence of the Independent Non-
Executive Directors of the Company.

The Committee met once in 2017 and two resolutions in writing
were also passed by all members of the Nomination Committee.
Individual attendance of each Committee member at this meeting
is as follows:

Attendance

Executive Director
Mr. Senta Wong (Chairman of the Nomination Committee) 11
Independent Non-Executive Directors
Mr. John Ho

(retired on 1 July 2017) 1/1
Mr. Philip Wan-Chung Tse 1/1
Dr. Leung Kam Fong

(appointed on 1 July 2017) N/A
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AUDITORS’ REMUNERATION

For the year ended 31 December 2017, approximately
HK$1,800,000 was incurred as remuneration to the Company’s
auditor for the provision of audit services. Other audit firms
provided recurring audit services to subsidiaries at a fee of
approximately HK$940,000. During the year, the remuneration
paid to the Company’s auditor and other audit firms for
the provision of non-audit related services to the Group are
approximately HK$145,000 and HK$503,000, respectively.

AUDIT COMMITTEE

The Audit Committee was established in 1999. The Committee
now comprises three Independent Non-Executive Directors, who
are:

Mr. Philip Wan-Chung Tse (Chairman of the Audit Committee)
Dr. Leung Kam Fong
Dr. Yip Wai Chun

A written terms of reference for the Audit Committee, which
clearly defined the role, authority and function of the Audit
Committee, have been adopted by the Board. The terms of
reference of the Audit Committee are available on the websites of
the Company and the Stock Exchange respectively.

The Audit Committee met two times in 2017. Individual
attendance of each Committee member at these meetings is as
follows:

Attendance

Independent Non-Executive Directors
Mr. John Ho

(retired on 1 July 2017) 1/1
Mr. Philip Wan-Chung Tse

(Chairman of the Audit Committee) 2/2
Dr. Leung Kam Fong

(appointed on 1 July 2017) 1/1
Dr. Yip Wai Chun 172
In Attendance:
Chief Financial Officer 2/2
External Auditors 2/2

The Audit Committee has reviewed with the management the
audited consolidated financial information of the Group for the
year ended 31 December 2017.
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CORPORATE GOVERNANCE FUNCTIONS
The Board has delegated the responsibility of performing the
following corporate governance duties to the Audit Committee of

the Company:

1. To develop and review the Company’s policies and practices
on corporate governance and make recommendations to the
board;

2. To review and monitor the training and continuous

professional development of directors and senior
management;

3. Toreview and monitor the Company’s policies and practices

on compliance with legal and regulatory requirements;

4.  To develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the employees and

directors of the Company; and

5. To review the Company compliance with the CG Code and
disclosure in the Corporate Governance Report.

The Audit Committee has performed the above-mentioned
corporate governance functions by reviewing the Company’s
policies and practices on corporate governance as well as legal

and regulatory compliance.

DIRECTOR’S RESPONSIBILITIES FOR THE
FINANCIAL STATEMENTS

The Board acknowledges that it is their responsibility for (i)
overseeing the preparation of the financial statements of the
Group with a view to ensuring such financial statements give
a true and fair view of the state of affairs of the Group and (ii)
selecting suitable accounting policies and applying the selected
accounting policies consistently with the support of reasonable
and prudent judgement and estimates.

A statement by the auditor about their reporting responsibilities is
set out on pages 60 to 66 of this Annual Report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognizes that it is ultimately responsible for the
Group’s risk management and internal control systems and to
review their effectiveness at least annually through the Audit
Committee. The Board also oversees the management in the
design, implementation and monitoring of the risk management
and internal control systems. Group Internal Audit reports directly
to the Group Chairman to provide independent assurance to the
Board on the adequacy and effectiveness of the internal control

system of the Group.
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During the year, the Company has fully complied with the risk
management and internal control code provisions in the Corporate

Governance Code as set out in Appendix 14 of the Listing Rules.

Risk Management

Effective risk management is an integral part of the overall
achievement of the Group’s strategic objectives. To achieve
this, the Board ensures that there is a robust and ongoing risk
management process in identifying, evaluating and managing
significant risks faced by the Group to promote the long-term
success of the Group. During the year, due to continuous change
in the business environment and conditions, the Board undertook

ongoing monitoring and reviews of the system.

Based on the risk assessment results, the management reviews
the principal business risks identified, assesses the effectiveness
of control measures to help mitigate, reduce or transfer such
risks, monitors the risk management and internal control
systems and reports to the Audit Committee for any significant
issues identified. The Audit Committee supports the Board in
monitoring risk exposure, design and operating effectiveness of
the underlying risk management and internal control systems. It
oversees regular reviews of the business process and operations
reported by Group Internal Audit and regular reports by the
external auditors of any control issues identified in the course of
their work. The Board considers the works and findings of the
Audit Committee in forming its own view on the effectiveness of

the risk management and internal control systems.
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Risk Management Structure

JE B 4 BE 2R M

The Board

ERG

. Has overall responsibility for the Group’s risk management and internal control system
o ANEE TUAR Y SR A B % R 4 R AR

. Sets strategic objectives

o RIDLORWEH AR

. Reviews the effectiveness of the Group’s risk management and internal control systems
o A A T R BR BB B oA TR B PR R AR R

. Monitors the nature and extent of risk exposure for the Group’s major risks

o ERECAE I B B VR E SRR

Audit Committee

HHRERE

. Supports the Board in monitoring risk exposure, design and operating effectiveness of the underlying risk

management and internal control systems

o Tih B EE g AR B K R I L B B R R S B AR AT A SRR A AR

Management Group Internal Audit

e M % G E

. Designs, implements and monitors risk management | ° Supports the Audit Committee in reviewing the
and internal control system effectiveness of the Group’s risk management and

o EREF S AT MBS JR\RAS B R N I B R 4 internal control systems

e Assesses risks and implements mitigating measures | « 1 B @ A% & B & bt 52 R B B LR R G
of the Group F B0 MK

o T AR T A0 R B R AT 8 A it
Operational Level — Business Units
BENWE — SEB AL

. Carry out risk management processes and internal control measures across business operations and functional

areas to mitigate risks

o TEA TS KNRE RE R BLAT LR A BLAR S A B A e DL A A JEL By

Internal Control N B B

The Group’s risk management and internal control systems are £ [ f9 B Ba & BE M A 3R BG4 R 40 B 728 B
designed to manage rather than eliminate the risk of failure to A& 7 BR & B BT 81 26 0% B A 0 | B - 3fF L g
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business objectives in any material aspects.

The key procedures that the Group established to provide effective DA /2 52 [ 7 $2 11 5 R4 10 50 55 28 T 82 57 1)
internal controls are as follows: FERF

. A distinct organization structure exists with defined lines of AR ST > BRI o
authority and control responsibilities.

* A comprehensive management accounting system is in place ¢ R —MHEHRNER GRS BEM

to provide financial and operational performance indicators & P A R s R TR A s DA A
to the management and the relevant financial information for Ve FE 3 A B 8% 10 A5 [ A 15 6 R

reporting and disclosure purpose.



. Policies and procedures are designed for safeguarding
assets against unauthorized use or disposition, maintaining
proper accounting records; facilitating effective and efficient
operations, and ensuring the reliability of financial reporting

and compliance with applicable laws and regulations.

Handling and dissemination of inside information

The Company recognizes the significance of consistent practices
of fair disclosure with the aim of disclosing inside information
in a timely and accurate manner. The Company has a policy
with regard to the principles and procedures for handling and
disseminating its inside information in compliance with the
requirement under Part XIVA of the Securities and Futures
Ordinance (Cap 571 of the laws of Hong Kong) and the Listing

Rules.

The handling and dissemination of inside information of the
Company is strictly controlled and remains confidential including

but not limited by the following ways:

. Restrict access to inside information, if practicable, to the
highest level of management/or to a limited number of

employees on a need-to-know basis;

. Reminder to employees who are in possession of inside
information are fully conversant with their obligations to

preserve confidentiality;

. Ensure appropriate confidentiality agreements are in place
when the Company enters into significant negotiations or

dealings with third party; and

. Inside information is handled and communicated by
designated persons to outside third party. The Board and
the senior management review the safety measures regularly
to ensure inside information is properly handled and

disseminated.

Group Internal Audit

By adopting a risk-and-control-based audit approach, Group
Internal Audit plays a critical role to ensure the risk management
and internal control systems are operating effectively. Based on
the risk assessment results, the Group’s 3-year internal audit plan
has been done in an order manner during the year. The plan is a
rolling plan which covers major activities and processes of the
Group’s business and service units, and is subject for update at

least annually according to the changing business environment
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and risk exposure. The internal audit plan is reviewed and agreed
by the Board. In addition to the agreed schedule of work, Group
Internal Audit conducts other review and investigative work as
may be required. All audit reports are communicated to the Board
and key members of executive and senior management. Audit
issues are tracked and followed up for proper implementation,
with progress reported to the Board, executive and senior

management periodically.

During the year, Group Internal Audit conducted reviews of the
effectiveness of the Group’s system of internal controls over
financial, operational, compliance controls and risk management
functions and reported their findings to the Board. The Board
adopted the results of the internal audit report and ensured that
the management has implemented the recommendations for

improvement as stipulated by the internal audits.

Based on the result of risk assessment, the risk management and
internal control measures that management has put in place, and
the results of internal audits, the Board reviewed the adequacy
and effectiveness of the risk management and internal control
systems of the Group for the year ended 31 December 2017. As a
result, the Board concurred with the management’s confirmation
that the Group’s risk management and internal control systems are

considered effective and adequate.

COMMUNICATION WITH SHAREHOLDERS
The Company has established its own website (www.wkk.com.hk)

as a means to communicate with the shareholders.

The Company communicates with the shareholders mainly in
the following ways: (i) the holding of annual general meetings
which provide an opportunity for the shareholders to communicate
directly to the Board; (ii) the publication of announcements,
annual reports, interim reports and/or circulars as required under
the Listing Rules and press releases of the Company providing
updated information of the Group; and (iii) the availability of

latest information of the Group in our website.

In March 2012, the Board has established a shareholder
communication policy. The policy is subject to review on a

regular basis to ensure its effectiveness.
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The attendance record of the Directors of the annual general

meeting held on 22 June 2017 is as follows:

Attendance

Executive Directors
Mr. Senta Wong (Chairman) 1/1
Mr. Edward Ying-Chun Tsui

(Group President and Chief Executive Officer) 111
Mr. Byron Shu-Chan Ho (Chief Financial Officer) 11
Mr. Bengie Man-Hang Kwong 1/1
Mr. Vinci Wong

(appointed on 1 September 2017) N/A
Mr. Victor Jui Shum Chang

(appointed on 1 September 2017) N/A
Non-Executive Directors
Mr. Hamed Hassan El-Abd 0/1
Mr. Hsu Hung-Chieh 1/1
Independent Non-Executive Directors
Mr. John Ho

(retired on 1 July 2017) 1/1
Mr. Philip Wan-Chung Tse 171
Mr. Gene Howard Weiner

(retired on 1 July 2017) 1/1
Dr. Leung Kam Fong 1/1
Dr. Yip Wai Chun 1/1
Mr. Arnold Hin Lin Tse

(appointed on 1 July 2017) N/A

SHAREHOLDERS’ RIGHTS

Procedures for shareholders to convene a special general meeting
Subject to the Companies Act 1981 of Bermuda, the Company’s
Bye-laws and applicable legislation and regulation, shareholder(s)
holding at the date of the deposit of the requisition not less than
one-tenth (10%) of the paid-up capital of the Company carrying
the right of voting at general meetings of the Company, may
require the directors of the Company to convene a special general
meeting (“SGM”). The requisition must state the purposes of the
meeting, and must be signed by the shareholder(s) concerned
and deposited at the registered office of the Company at
Clarendon House, 2 Church Street, Hamilton, HM11 Bermuda
or at the Company’s principal office at 17/F, Octa Tower, No.8
Lam Chak Street, Kowloon Bay, Hong Kong for the attention
of the Company Secretary. The requisition may consist of
several documents in like form, each signed by one or more

shareholder(s) concerned.
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If the directors of the Company do not within 21 days from the
date of the deposit of the requisition proceed duly to convene a
SGM, the shareholder(s) concerned, or any of them representing
more than one- half of the total voting rights of all of them, may
themselves convene a SGM, provided that the SGM so convened
shall not be held after the expiration of 3 months from the said
date.

The SGM convened by shareholders shall be convened in the same
manner, as nearly as possible, as that in which general meetings

are to be convened by the directors of the Company.

Any reasonable expenses incurred by the shareholder(s) concerned
by reason of the failure of the directors duly to convene a SGM

shall be repaid to the shareholder(s) concerned by the Company.

Procedures for directing shareholders’ enquiries to the board
Shareholders should direct their questions about their
shareholdings to the Company’s Hong Kong branch share

registrar. The contact details of the registrar are as follows:

Tricor Standard Limited
Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

Tel No.: (852) 2980 1333
Fax No.: (852) 2861 1465

Shareholders may send their enquiries to the board of directors of
the Company in writing through the Company Secretary whose

contact details are as follows:

The Company Secretary

Wong’s Kong King International (Holdings) Limited
17/F, Octa Tower

No.8 Lam Chak Street

Kowloon Bay

Hong Kong

Tel No.: +852 2357 8888

Fax No.: +852 2357 8999

Shareholders may also put forward their enquiries to the Board at

the general meetings of the Company.
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Procedures for shareholders to put forward proposals at a
general meeting

Subject to the Companies Act 1981 of Bermuda, the Company’s
Bye-laws and applicable legislation and regulation, either any
number of the registered shareholders holding not less than one-
twentieth (5%) of the paid up capital of the Company carrying
the right of voting at general meetings of the Company, or not
less than 100 registered shareholders, can request the Company in
writing to (a) give to shareholders entitled to receive notice of the
next annual general meeting notice of any resolution which may
properly be moved and is intended to be moved at that meeting;
and (b) circulate to shareholders entitled to have notice of any
general meeting any statement of not more than 1,000 words with
respect to the matter referred to in any proposed resolution or the
business to be dealt with at that meeting.

The written requisition and a sum of money reasonably sufficient
to meet the Company’s expenses for serving the notice of
the resolution and circulating the statement submitted by the
registered shareholders concerned in accordance with the statutory
and regulatory requirements to all the registered shareholders
must be deposited at the registered office of the Company at
Clarendon House, 2 Church Street, Hamilton HM 11, Bermuda
or at the Company’s principal office at 17/F, Octa Tower, No.8
Lam Chak Street, Kowloon Bay, Hong Kong for the attention of
the Company Secretary of the Company not less than six weeks
before the meeting in case of a requisition requiring notice of
a resolution; and not less than one week before the meeting in
the case of any other requisition; and where an annual general
meeting is called for a date six weeks or less after the requisition
requiring notice of a resolution has been deposited, the requisition
though not deposited within the time required shall be deemed to
have been properly deposited for such purpose.

The written requisition must be signed by the registered
shareholders concerned and may consist of several documents
in like form, each signed by one or more of these shareholders.
The written requisition will be verified with the Company’s
Share Registrars and upon their confirmation that the requisition
is proper and in order, the Company Secretary of the Company
will ask the Board to include the resolution in the agenda for
the general meeting, and serving the notice of the resolution and
circulating the statement submitted by the registered shareholders
concerned in accordance with the statutory and regulatory
requirements to all the registered shareholders. On the contrary,
if the written requisition has been verified as not in order, the
shareholders concerned will be advised of this outcome and
accordingly, the proposed resolution will not be included in the
agenda for the general meeting.

Procedures for shareholders to propose a person for election
as a director

As regards proposing a person other than the retiring Director
for election as a Director in a general meeting, please refer to the
procedures available on the website of the Company.

CONSTITUTIONAL DOCUMENTS
During the financial year 2017, there was no change in the
Company’s Memorandum of Association and Bye-Laws.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

II.

ABOUT THE REPORT
This report provides the corporate social responsibility
performance of Wong’s Kong King International (Holdings)

Limited (hereafter referred to as the “Company”) in 2017.

Scope of the report

This report covers the corporate social responsibility
(“CSR”) activities of the Company’s Hong Kong
headquarter and the Dongguan production plant in China
of WKK Technology Limited (“WKKT”), a wholly-owned
subsidiary of the Company. In the coming future, the
Company is planning to disclose the environmental, social
and governance information of trading and distribution

businesses.

Reporting period: 1 January 2017 to 31 December 2017

Reporting cycle: This is a yearly report published together

with the Company’s annual report.

Report references

This report is compiled in accordance with the
“Environmental, Social and Governance (ESG) Reporting
Guide” (the Guide) published by the Hong Kong
Exchanges and Clearing Limited (HKEx). This report
fulfils the “comply or explain level” of the Guide. Also,
this report makes reference with some “recommended
level requirements” of the Guide in the provision of social
key performance indicators (KPIs) performance of the

“Company”.

THE COMPANY'’S CSR VISION, ASPIRATIONS,
POLICIES AND STRATEGIES

Social Responsibility

CSR is one of the core management philosophies of the
Company. We actively engage in social activities, helping
and nurturing those in need. The employees of the Company
established a volunteer team, contributing their spare time
to serve the society by visiting the elderly centre to organize
activities. We have made donations to many charities
and provided scholarships to eligible students who were
unable to afford their university tuition fees. As a result,
the Company has been awarded with the 10 Years Plus (10
Years+) “Caring Company” logo granted by the Hong Kong
Council of Social Service. In addition, we organized factory
visits many times for secondary and university students so

as to enhance their knowledge of green production facilities.
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III.

Iv.

Legal and Regulatory Compliance
The Company complies with relevant laws and regulations
that have a major influence upon our operations in Hong

Kong and in Dongguan, China.

Human Resources

As at 31 December 2017, the total numbers of employees
of the Company in Hong Kong headquarter and Dongguan
production plant in China were 249 and 4,538 respectively.
The Company determines employee salary and remuneration
package principally according to the employees working
performances and experiences as well as the industrial
practice. On top of providing employees with the Provident
Fund scheme, medical benefits as well as internal and
external training programs, share options and discretionary
bonuses may be provided to the employees based on the
individual and the Company’s overall performances. The
Company reviews the salary and remuneration polices

regularly.

CORPORATE GOVERNANCE

The management team is fully aware that good corporate
governance is extremely important to the Company’s
success and sustainable development. The Company always
strictly adheres to the laws and regulations concerning
governance and implements codes of conduct that is

beneficial to corporate governance.

STAKEHOLDER ENGAGEMENT

The Company consistently values the stakeholders that
are influenced by the operational activities including
clients, employees, community groups and government
bodies, etc. We communicate irregularly through various
communicational channels with each other in order to
build up a mutual understanding of each other’s vision and
expectation on CSR. With reference of this, the Company
develops a designated CSR framework and sets long-term

objectives for the sustainable development of the Company.
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DETAILS OF THE ENVIRONMENTAL AND
SOCIAL AREAS

Employment and Labour Practices

From the past to the present, the Company has been
always committing to the principle of “all people are born
equal”. All activities within the Company are undertaken
in accordance with this principle, and comply with the
applicable laws in Hong Kong and China including the
codes of practice established by the Equal Opportunities
Commission, namely the “Sex Discrimination Ordinance”,
“Disability Discrimination Ordinance”, “Family Status
Discrimination Ordinance” and “Race Discrimination
Ordinance”. These codes of practice cover recruitment,
promotion, dismissal, remuneration levels, diversity,
working hours, equal opportunity, anti-discrimination,
benefits, and suchlike. Relevant policies are confirmed and

implemented include:

Employee Recruitment and Diversity Policy: During
recruitment, each applicant is treated equally. We will
not reject applications because of ethnicity, skin colour,
gender, disability, spoken language, family status, religion
and political factors, etc. The Company provides an open

platform for employee diversification.

Promotion Policy: When considering promotion, we only
make reference to the employee’s working performance,
experience, personal ability and related factors in
determining the conditions as to whether or not a promotion

is granted.

Remuneration Policy: We determine employee remuneration
and salary in accordance with the individual’s work
performance and experience as well as taking into
account of the current conventions of the industry, with

remuneration policy being regularly reviewed.

Work-Life Balance Policy: Under normal circumstances,
we would not ask employees to work overtime. Even if
faced with extraordinary circumstances, we would allow
employees the freedom to choose whether or not to work

overtime.
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Dismissal Policy: Under general circumstances, the
Company’s employee turnover is under normal and
natural situations. The Company will not lightly terminate
employer-employee relationships. If this occurs owing to
business concerns, we will proceed in accordance with the

relevant employee compensation regulations.

Benefits Policy: The Company is not only providing the
employee with insurance in accordance with the relevant
laws and regulations of the corresponding operational

places, but also provides the additional benefit and welfares.

Anti-Discrimination Policy: As an equal opportunities
employer, the Company strictly adheres to the anti-

discrimination regulations.
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The Company’s employees located in Hong Kong headquarter and
Dongguan production plant in China are employed in full-time
basis, thus ensuring all employees avoid the possibility of unequal

treatment due to different employment types, whilst ensuring job
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Health and Safety

The Company proactively provides a comfortable and safe
working platform to all employees so as to create a “zero-
accident” working environment. Also, the Company implements
work-life balance policies to lessen the risk of industrial accidents
that may occur through overwork. Simultaneously, the Company
provides suitable Personal Protective Equipment (“PPE”) to the

employees.

We formulate relevant policies so as to enhance the understanding
of health and safety amongst colleagues and commit to achieve the

“zero-accident” target through a variety of means.

Relevant health and safety policies include:

(1)  An occupational illness rate of “zero”;

(2) The monthly occupational incident rate is not more than
“zero”;

(3) All employees who may be in occupationally hazardous
posts are provided with PPE;

(4)  Understands the employee’s mental health need actively and
provides psychological health counselling;

(5) A commitment to undertake annual maintenance of facilities
to ensure industrial safety; and

(6) A commitment to conduct annual environmental monitoring

in the workplace.

As at 31 December 2017, there is no violation of relevant
occupational health and safety legislation in the Company’s Hong
Kong headquarter and the Dongguan production plant in China.
During the year, there were eight occupational incident cases
occurring in Hong Kong headquarter and Dongguan production
plant in China, leading to 77 lost working days. The Company
will explore the improvement plan in order to achieve zero

occupational incident rate.

Environmental Management

The Company is devoted to making contributions in the various
areas of sustainable development, which includes environmental
protection. The Company establishes a ‘green committee’ to
lead and run environmental protection campaigns and projects.
The Company sets up a number of systems, including sewage
treatment plants, solar panels to provide workers with warm
water, LED and solar energy lighting systems, computerized
filing systems to limit paper usage, selective flux and soldering

systems, ISO 14001 certified environmental management systems
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since 2002, IECQ QCO080000 hazardous substance process
management systems, ISO 14064-1 specification with guidance
at the organization level for quantification and reporting of
greenhouse gas emissions and removals, as well as ISO 50001
energy management systems for the monitoring and improvement

of greenhouse gas emissions and energy consumption.

Greenhouse gas emissions were categorized into 2 scopes
expressed in tonnes of carbon dioxide equivalent (tCO,e) with
disclosure of CO,e emissions from Scopes 1 and 2. In 2017,
we generated 29,066.20 tCO,e across the Company. Emissions
for electricity purchased were the major emission source which
shares 96.5% of the overall emissions in 2017. The other 3.5%
of emissions came from stationary combustion of natural gas and
diesel oil and mobile combustion of diesel oil and gasoline under

the operational control of the Company.
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1 The emissions cover six greenhouse gases which include
carbon dioxide (CO,), methane (CH,), nitrous oxide (N,O),
hydrofluorocarbons (HFCs), perfluorocarbon (PFCs) and sulfur
hexafluoride (SF).
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2 Scope 1 refers to direct greenhouse gas emission. Emission sources
of the Company include natural gas and diesel oil stationary
combustions, diesel oil and gasoline mobile combustions and
fugitive emissions.

3 Scope 2 refers to energy indirect emissions which results only from
the generation of the Company’s purchased electricity.

The Company uses environmentally-friendly designs and
packaging and complies with green procurement policies.
Moreover, the supply chain and entire product life-cycle is in
keeping with clean and green manufacturing, thus producing
consistently high-quality green products from the start to finish.
The Company constantly instils an awareness of environmental
protection in its employees (principally internal stakeholders),

thereby setting a good example to external stakeholders.
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The success of the Company in environmental protection has
earned recognition from the Government, industry, customers and

suppliers.

Labour Standards

“Protecting children from harm” is something a company
which bears the burden of social responsibility must strictly
adhere to. We comply and meet with the relevant employment
regulations concerning child labour and forced labour in
each operating location. During the recruitment process, we
undertake due diligence, including requiring job applicants to
provide personal identity documents for verification. We sign
contracts of employment with our employees, within which the
rights and responsibilities of both parties are specified and are
explained clearly to the employee prior to signing. The details
of employment-related issues are specified in the employee
handbook, and are updated frequently. If it is discovered that
false information has been provided, full responsibility for the
consequences is assumed to be borne by the applicant and the

contract of employment will be immediately terminated.
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Although there is still negotiation and ongoing discussion
concerning standard working hours legislation in Hong Kong,
as a responsible employer, the Company neither advocates nor
forces our employees to work overtime. Even though individual
department has temporary overtime need, we will also strictly
control. Approval processes for overtime working, daily overtime
working hours and total monthly overtime working hours, etc.
are all be examined by the Company. The Human Resources and
Administration Department follows up incidents relating to forced
labour, to prevent the harmful atmosphere of overtime working

which destroys existing working efficiency.

Development and Training

Owing to globalization, the marketplace is unpredictable. For
sustainable development, the Company requires a sincere and
enthusiastic management team to guide the Company to create
business breakthrough while facing various challenges. This
allows the Company to grow further and farther. Consequently,
equipping managers is vitally important and the Company pays

close attention to their development and training.

We will organize courses in managerial skills and suchlike at
regular intervals, with managers in each department nominating
colleagues who show managerial potential to participate in the
said courses. Employees who complete training and subsequently
exhibit exceptional performance in their posts will have the
opportunity of promotion and ultimately the opportunity to
become a member of the senior management team of the Company
or its subsidiaries, thus leading the Company continuously to go

forward.

The Company develops a series of training programs regarding
the routine jobs of staff at every level, providing suitable training
activities including classroom teaching, presentation of work
progress reports and vocational skills training, etc. Each year,
the Company provides appraisal and recognition to all levels
of employees according to their work performance during that
year. Employees who demonstrate outstanding performance
are awarded with recognition and year-end bonuses, and as an
outstanding employees, they will receive priority consideration for

suitable vacancy posts at the time.
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OPERATING PRACTICES

Supply Chain Management

Over the years, in addition to the strict monitoring of the quality
performance of each supplier, the Company has, as early as
ten years ago, been adopting social responsibility performance
evaluation, as one of its requirement on the supplier, including
the environment, health and safety and other aspects of social
responsibility. Moreover, we formulate a supplier code of conduct,
resulting in a more comprehensive management of our suppliers
and more in line with the requirements and expectations of each
stakeholder. Besides drawing up code of conduct as the principal
set of regulations for the management of suppliers, we monitor
supplier’s social responsibility performance by undertaking yearly

evaluations of our main and key suppliers.

Product Responsibility

The Company consistently pays attention to the quality of goods
and services. Besides satisfying the demands of customers, at the
same time, we work hard to guarantee the ‘health and safety’ of
our products (reducing problems arising from product quality and
occurrence of health and safety accidents resulting from product
usage), ensuring that the manufacturing, installation and testing
of products all conforms to product standards, specifications
and technical guidelines, in addition to satisfying the device
capability requirements of customers. Regarding the promotion
and advertisement of the Company’s trade products, we verify the
information based on the reference data provided by the original
manufacturers to assure accurate data. Product labels all made for
customer reference according to the data provided by the original

manufacturers during the export of product.

In relation to the secrecy of product technology and customer
information, the Company requires all employees to treat
all relevant information as strictly confidential. We require
employees holding certain key positions to sign a ‘non-disclosure
agreement’. It is implemented together with the employee code of

business ethics formulated by the Company.

During the reporting period, there is no product recall incurred by

health and safety problems.
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Anti-corruption

‘Society integrity, Corruption prevention’ has been a steadfast
social value in Hong Kong. The Company, as a responsible
enterprise, adheres to the expectations of all relevant stakeholders.
We develop an employee code of business ethics and include it
into the Company’s employee handbook. The code contains the
prevention of bribery, money laundering, extortion, fraud and

other immoral behaviours.

The Company encourages mutual supervision amongst employees.
If suspect cases or circumstances concerning violations of
business ethics are discovered, these can be reported directly to
the Human Resources Manager or General Manager, with the
Company commits to maintaining strict confidentiality concerning

the identity of the reporting person.

When there is a possible conflict of interest, employees who
do not declare such conflicts to the Company nor receive the
Company’s written permission are strictly forbidden from using
means such as part-time or equity participation in order to
directly or indirectly participate in or assist with any third-party
undertakings in the same or similar business as the Company that
has competitive relations drawn by the commercial activities.
Also, the employees cannot be employed by other commercial

organizations or units other than the Company.

Community Investment

Since 2006, the Company has established a volunteer team. It
actively plans and organizes volunteer activities at different
scopes. Voluntary services provided in the past means that many
groups of people and organizations are benefitted from the

voluntary activities and financial assistance.

The Company has consistently cooperated with the Tung Wah
Group of Hospitals and has thus become its corporate volunteer
service partner for many years. We have been assisting and
participating in the volunteer activities held by the Tung Wah

Group of Hospitals over the past ten years.

Among the operating locations in China, WKKT is one of the
members of Changping Volunteer Services Group. In addition,
the community representative of WKKT is Tutang Village
Committee. A regular monthly meeting about the environmental
and safety issues will be communicated with us. The Company
surely take active cooperation in order to improve the environment

and safety performances together.
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INDEPENDENT AUDITOR’S REPORT

=
pwc

TO THE SHAREHOLDERS OF
WONG’S KONG KING INTERNATIONAL
(HOLDINGS) LIMITED

(incorporated in Bermuda with limited liability)

OPINION

What we have audited

The consolidated financial statements of Wong’s Kong King
International (Holdings) Limited (the “Company”) and its
subsidiaries (the “Group”) set out on pages 67 to 172, which

comprise:

. the consolidated balance sheet as at 31 December 2017;

. the consolidated income statement for the year then ended;
. the consolidated statement of comprehensive income for the

year then ended;

. the consolidated statement of changes in equity for the year
then ended;

. the consolidated statement of cash flows for the year then
ended; and

. the notes to the consolidated financial statements, which

include a summary of significant accounting policies.

Our opinion

In our opinion, the consolidated financial statements give a
true and fair view of the consolidated financial position of the
Group as at 31 December 2017, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the

Hong Kong Companies Ordinance.
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BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s Responsibilities for the Audit of the Consolidated

Financial Statements section of our report.

We believe that the audit evidence we have obtained is sufficient

and appropriate to provide a basis for our opinion.

Independence

We are independent of the Group in accordance with the
HKICPA’s Code of Ethics for Professional Accountants (“the
Code”), and we have fulfilled our other ethical responsibilities in

accordance with the Code.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on

these matters.

Key audit matter identified in our audit is summarised as follows:

. Impairment provision of trade receivables
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Impairment provision of trade receivables

5 B VAR K S kL 488 A

Refer to Note 4(a) and Note 23 to the consolidated

financial statements.

2 WA DF B4 5 R M 5E4(a) B it 5523 -

At 31 December 2017, the Group had trade receivables
amounting to HK$1,370 million, of which HK$251
million were overdue. Management applied their
judgement and estimated the impairment provision
based on an analysis of the ageing profile, the credit
profile and settlement history of the relevant customers
and the reasons causing the balances overdue. An
impairment provision of HK$22 million was made as of

the same date.
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The impairment provision of trade receivables was
an area of focus for us given the size of the trade
receivables balance and any further impairment may
have a material impact on the consolidated financial
statements.
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We have performed the following procedures to address

this key audit matter:

FAM AT T B R e LI 5] I B G o w0

. We understood and evaluated the design
and tested the operating effectiveness of
management’ s control procedures in assessing
the recoverability of trade receivables and in
determining the amount of impairment provision
of overdue trade receivables.
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. We tested the trade receivables aging report on a

sample basis.

o TR AR BBl R By B AR Y R e R

. We examined with focus on long overdue
balances without settlement received subsequent
to 31 December 2017 for which no provisions
has been made. We challenged management’ s
judgement as to the recoverability of significant
balances, and examined collaborative evidences
such as customer’s credit profile analysis,
settlement history and correspondence with
relevant customers.
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Based on the above, we found that the impairment
provision made by management is consistent with the
evidence we have obtained from the procedures as
mentioned above.
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OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Corporate Information, Chairman’s Statement
and Five Years Financial Summary, which we obtained prior to
the date of this auditor’s report, and the Biographical Details
of Directors and Senior Management, Report of the Directors,
Corporate Governance Report and Environmental, Social and
Governance Report, which are expected to be made available to us
after that date.

Our opinion on the consolidated financial statements does not
cover the other information and we do not and will not express

any form of assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
identified above and, in doing so, consider whether the other
information is materially inconsistent with the consolidated
financial statements or our knowledge obtained in the audit, or

otherwise appears to be materially misstated.

If, based on the work we have performed on the other information
that we obtained prior to the date of this auditor’s report, we
conclude that there is a material misstatement of this other
information, we are required to report that fact. We have nothing

to report in this regard.

When we read the Biographical Details of Directors and Senior
Management, Report of the Directors, Corporate Governance
Report and Environmental, Social and Governance Report, if
we conclude that there is a material misstatement therein, we
are required to communicate the matter to the Audit Committee
and take appropriate action considering our legal rights and

obligations.
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RESPONSIBILITIES OF DIRECTORS AND THE
AUDIT COMMITTEE FOR THE CONSOLIDATED
FINANCIAL STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and
fair view in accordance with HKFRSs issued by the HKICPA
and the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due

to fraud or error.

In preparing the consolidated financial statements, the directors
are responsible for assessing the Group’s ability to continue as a
going concern, disclosing, as applicable, matters related to going
concern and using the going concern basis of accounting unless
the directors either intend to liquidate the Group or to cease

operations, or have no realistic alternative but to do so.

The Audit Committee are responsible for overseeing the Group’s

financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE

AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, in accordance with Section 90
of the Companies Act 1981 of Bermuda and for no other purpose.
We do not assume responsibility towards or accept liability
to any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these

consolidated financial statements.
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As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional scepticism

throughout the audit. We also:

. Identify and assess the risks of material misstatement of
the consolidated financial statements, whether due to fraud
or error, design and perform audit procedures responsive
to those risks, and obtain audit evidence that is sufficient
and appropriate to provide a basis for our opinion. The risk
of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud
may involve collusion, forgery, intentional omissions,

misrepresentations, or the override of internal control.

. Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal

control.

. Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related

disclosures made by the directors.

. Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant
doubt on the Group’s ability to continue as a going concern.
If we conclude that a material uncertainty exists, we are
required to draw attention in our auditor’s report to the
related disclosures in the consolidated financial statements
or, if such disclosures are inadequate, to modify our opinion.
Our conclusions are based on the audit evidence obtained up
to the date of our auditor’s report. However, future events
or conditions may cause the Group to cease to continue as a

going concern.

. Evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events

in a manner that achieves fair presentation.
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. Obtain sufficient appropriate audit evidence regarding the
financial information of the entities or business activities
within the Group to express an opinion on the consolidated
financial statements. We are responsible for the direction,
supervision and performance of the group audit. We remain

solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in

internal control that we identify during our audit.

We also provide the Audit Committee with a statement that
we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on our

independence, and where applicable, related safeguards.

From the matters communicated with the Audit Committee,
we determine those matters that were of most significance in
the audit of the consolidated financial statements of the current
period and are therefore the key audit matters. We describe
these matters in our auditor’s report unless law or regulation
precludes public disclosure about the matter or when, in extremely
rare circumstances, we determine that a matter should not be
communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public

interest benefits of such communication.

The engagement partner on the audit resulting in this independent
auditor’s report is Yuen Kwok Kin Andrew.
PricewaterhouseCoopers

Certified Public Accountants

Hong Kong, 26 March 2018
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CONSOLIDATED INCOME STATEMENT
For the year ended 31 December 2017

BOFRIE R
BEE—LE A= AL

2017 2016
—Z2 L TEAREF
Note HK$°000 HK$’ 000
Wt #WTou T
Revenue 1§ i 5 4,928,306 4,289,354
Gain on disposal of a subsidiary 1} — [ i} J& 2> w] 2 Ui & 33(c) - 7,760
Other gains H il Y& #5 7 7,071 11,538
Raw materials and consumables used Ji A % & 2 8 I 14 & & (2,548,438) (2,381,965)
Purchases of finished goods i B i i (1,302,853) (930,753)
Changes in inventories of finished goods and work in progress
B B AE BT 2 B 43,942 21,976
Employee benefit expenses 1 B & Fl b 52 9 (653,117) (615,207)
Depreciation and amortisation /7 8§ 1% f# i (50,043) (57,704)
Other expenses F At B 57 (265,316) (250,053)
Operating profit %8 & i 71 8 159,552 94,946
Finance income il & WA 3,390 4,555
Finance costs il & A< (10,928) (5,622)
Finance costs, net @l & A > F{E 11 (7,538) (1,067)
Share of profit/(loss) of a joint venture
Fr il — &8 A 2% F (EE) 711 (221)
Write-back of/(provision for) impairment of
amount due from a joint venture
B i — 5 8 ) R TELIOR (1 2 B ) (B8 £ 305 (305)
_______________________________________________________________ L € 1)
Profit before income tax B it 15 B¢ i % A 153,030 93,353
Income tax expense JIT 15 832 ) 12 (39,182) (41,152)
Profit for the year A< 4F J& % £l 113,848 52,201
Attributable to: M & :
Owners of the Company 2/ 7 #E 2 1 A #& 111,471 45,164
Non-controlling interests Ff £ #ill 14 #5 2,377 7,037
113,848 52,201
Earnings per share for profit attributable to the
owners of the Company during the year
A AR BE AR 4 W) B 4R 5 A AN R 2 B i &L A
(expressed in HK cents per share) (k4% B #5 11l 2 51)
— basic FEA 13(a) 14.85 6.00
— diluted f# 13(b) 14.85 6.00

The notes on pages 75 to 172 are an integral part of these

consolidated financial statements.
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CONSOLIDATED BALANCE SHEET
At 31 December 2017

EHEERER
e N R =R

2017 2016
—EZ -t I AN
Note HK$°000 HK$’ 000
W #H T T
ASSETS ¥ j
Non-current assets JF i By & &
Land use rights - i (i F ## 15 12,584 12,944
Property, plant and equipment ¥ 3 ~ W= M 5t 16 519,077 532,180
Deposits and prepayments % 4 J% T8 1+ # JH 7,557 5,352
Intangible assets #EJ¥ & & 17 3,185 5,804
Interests in joint ventures & 5 2\ 7] Z i £ 18 1,405 377
Deferred tax assets 4% % Fi JH ¥ 7 20 4,424 4,656
Available-for-sale financial assets 7] it H} 5 4 @il & & 21 43,881 44,264
Club membership and debentures & # & {& % 14,422 14,422
606,535 619,999
Current assets ¥ ) & &
Inventories 7 & 22 811,652 565,843
Trade and other receivables & 5 5 H il B i i 3K 23 1,402,954 1,270,449
Deposits and prepayments % 4 & 8 {3 H 72,877 55,813
Tax recoverable 7] i [7] £ JE 1,397 2,255
Derivative financial instruments fi7 4 4 ft T. & 24 - 2
Short-term time deposits £ #7 & #A 17 2K 25 78,489 78,732
Cash and cash equivalents 3 4 & Bl 4 %5 {(HJH H 25 536,568 229,238
____________________________________________________________ 2,903,937 2,202,332
Total assets & 7 S8 {4 3,510,472 2,822,331
LIABILITIES £ i
Non-current liabilities JE i B £ {&
Obligations under finance leases — due after one year
il A BRI — R AR E 30 78 106
Provision for assets retirement obligations
T AT A [ R A A 1,710 1,710
Deferred tax liabilities %% %E Bl JH & & 20 416 832
Retirement benefit obligations & /& 1@ Fll 2 #5 31 8,797 7,425
11,001 10,073

The notes on pages 75 to 172 are an integral part of these

consolidated financial statements.

SBTSH BB 172 Z W FE A L 55 & OF B 85

B2 -



CONSOLIDATED BALANCE SHEET (CONTINUED)
At 31 December 2017

BHEERER(
L

&)
+¥

2017 2016
G- e i S I AN
Note HK$°000 HK$’ 000
B 5 BT W T T
Current liabilities i B £1 {&
Trade, bills and other payables
5 5 REAT R ~ MEAS ZE 48 S HCAth JRE Ao R 3K 32 1,085,855 834,254
Current income tax liabilities B[ T 15 Bl & & 22,443 20,104
Bank borrowings — due within one year
SRAT i B — R — 4E N E I 29 711,078 372,175
Obligations under finance leases — due within one year
il B R I — R — AR A E Y 30 34 33
Derivative financial instruments fiT 4= 4 fi T & 24 667 1,276
____________________________________________________________ 1,820,077 1,227,842
Total liabilities R fAA® ] 1,831,078 1237915
EQUITY Ji%
Capital and reserves attributable to
owners of the Company
. NSRS EE R Y N ]
Share capital B4 26 73,771 75,224
Reserves fifi fffi 1,513,353 1,417,911
1,587,124 1,493,135
Non-controlling interests JF 2 il P # = 92,270 91,281
Total equity MMM ] 1,679,394 _____1584416
Total equity and liabilities 5 # & £ {if #8 % 3,510,472 2,822,331

The consolidated financial statements on page 67 to 172 were
approved by the Board of Directors on 26 March 2018 and were
signed on its behalf.

Senta Wong
Director

Byron Shu-Chan Ho

Director

The notes on pages 75 to 172 are an integral part of these

consolidated financial statements.
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME & &R & W = &

For the year ended 31 December 2017

BE_F-bLE+__H=t+—HIFEEF

2017 2016
—EZ -t I AN
HK$°000 HK$’ 000
W Tou BT
Profit for the year %4 J& i £l 113,848 52,201
Other comprehensive (loss)/income:
Hibgsa BHE) W -
Item that will not be reclassified subsequently to profit or loss
HESTEH I E R 2 IHA
Remeasurements of post-employment benefit obligations, net of tax
HOBT T R R A RS - BRI AR (706) (53)
Items that may be reclassified to profit or loss
HBEE PR EH 7 2 HH
Currency translation differences £ ¥ 5, 2% %H 41,694 (20,159)
Fair value (losses)/gains on available-for-sale financial assets, net of tax
Ak B R A THE () R o BRBDE AR (841) 2,469
Total comprehensive income for the year
A AR B A A W AR A 153,995 34,458
Attributable to: FE)& :
Owners of the Company 4% 2\ Al K #5 #5 A & 145,206 26,192
Non-controlling interests JF £ il ¥ ¥ 4 8,789 8,266
153,995 34,458

The notes on pages 75 to 172 are an integral part of these  575E 245172 H Z M il i M 25 4 0F B 55 )

consolidated financial statements. Rz —HBm -



CONSOLIDATED STATEMENT OF CHANGES INEQUITY & i @B &
WE R Lt T AS - H

For the year ended 31 December 2017

Non-
controlling
Attributable to owners interests
of the Company T e il 4
A T HE 55 45 R A %
Share Other Retained
capital reserves earnings
(Note 26) (Note 28) (Note)
A JUREE  REAA Total
(Hsk26)  (Hf3E28) (Hf3E) A
HK$’000  HK$'000  HK$000  HKS$'000  HKS$’000
T EWTT Wt B%Tr BT
Balance at 1 January 2016 * ZF—N4E—H—HZ &k 75,224 123,657 1,292,117 90,678 1,581,676
Comprehensive income % # W £
Profit for the year %4 J& i - - 45,164 7,037 52,201
Other comprehensive (loss)/income i 4 & (B 8) /W £
Remeasurements of post-employment benefit obligations, net of tax
B AT B AR IR AR - BRI A - - (80) 27 (53)
Currency translation differences £ 5 [ it 2 48 - (20,557) - 398 (20,159)
Disposal of available-for-sale financial assets
T S - (958) - (462) (1,420)
Fair value gains on available-for-sale financial assets, net of tax
AT T R BRI - 2,623 - 1,266 3,889
Total other comprehensive loss H fih 4 £ 6 1 44 % - (18,892) (80) 1,229 (17,743)
Total comprehensive income % 7 W 25 4 % - (18,892) 45,084 8,266 34,458
Transactions with owners Sl 4 Ff 1 % 2 & 5
Release of share option reserve i b i 1 H 5 ffs - (172) 172 - -
Transaction with non-controlling interests 53 # il #4522 5 - - (1,488) 1,488 -
Dividends paid to non-controlling interests
SR P RS R A 2 BB - - - (9,151) (9,151)
2015 final dividend — % — FLAF A B B - - (22,567) - (22,567)
Balance at 31 December 2016 # ~ZF— N4+ A=+ —H2Z &R 75,224 104,593 1,313,318 91,281 1,584,416
Balance at 1 January 2017 # Z 2 —tLE—H —H2Z &k 75,224 104,593 1,313,318 91,281 1,584,416
Comprehensive income %% £ Wi 35
Profit for the year 2% 4F- & iii 7 - - 111,471 2,377 113,848
Other comprehensive (loss)/income H i 4 & (B #) /W &
Remeasurements of post-employment benefit obligations, net of tax
S B AR R AR > BRI ‘ - - (440) (266) (706)
Currency translation differences & ' I ii. 2 48 - 34,742 - 6,952 41,694
Fair value losses on available-for-sale finar}gial assets, net of tax
M EE AT EER  RBFHE - (567) - (274) (841)
Total other comprehensive income it £ 7 1 5 44 % - 34,175 (440) 6,412 40,147
Total comprehensive income %3 £ W 3 4 % - 34,175 111,031 8,789 153,995
Transactions with owners Bt 1 6 # 2 %X 5
Repurchase of shares & T A (1,453) (15,811) - - (17,264)
Transaction with non-controlling interests 5 3 % il 1 5 £ 2 3¢ 5 - - (103) 103 -
Dividends paid to non-controlling interests
SN TR ER G 2 RS - - - (7,903) (7,903)
2016 final dividend — % — A 4F A & - - (26,328) - (26,328)
2017 interim dividend — % — 147 H {1 B, - - (1,522) - (1,522)
Balance at 31 December 2017 # ~F—tHE+ A =+—HZ &k 73,771 122,957 1,390,396 92270 1,679,394




CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)
For the year ended 31 December 2017

Note:

As at 31 December 2017, included in retained earnings are statutory
reserves of HK$88,487,000 (2016: HK$84,222,000). These statutory
reserves are non-distributable and the transfers of these funds are
determined by the Board of Directors of the relevant subsidiaries in
accordance with the laws and regulations in the People’s Republic of
China (the “PRC”) and Taiwan.

The notes on pages 75 to 172 are an integral part of these

consolidated financial statements.

BOEREE R (A)
R Y ER - NI

b

M_E—LtHE+_A=+—H GREENCHE
i GE i 1k 588,487,000 (& — N4
84,222,0007C) ° 7% 55 1 ffi bR Al (43 UR o T A
RS BT R R EE N RITRE ([ ) K
B IRE LA BB EA A ERGRETE -

TS E BB 1T2H 2 M S R UL 5 A P BA T 3R
RKZ—HB5> o



CONSOLIDATED STATEMENT OF CASH FLOWS & H#EREERER
#wE_F—-bLE+_H=Zt—HILEE

For the year ended 31 December 2017

2017 2016
—E b ZENAE
Note HK$°000 HK$’ 000
Bt 5T T T T
Cash flows from operating activities BB EHEZHER &
Cash generated from operations #8 & 260 T 13 Bl & 33(a) 86,783 127,803
Income tax paid E. 1] T 15 Bl (33,552) (26,180)
Withholding tax on dividend paid by subsidiaries
LR N B B IR AT R R 2 Fn BB IE (2,300) (7,390)
Net cash generated from operating activities
R TS TS Bl 4 1 A 50,931 94,233
Cash flows from investing activities # EH B2 B &R &
Interest received & U F) B 3,390 4,555
Dividend income from available-for-sale financial assets
Al R e R 931 608
Purchase of property, plant and equipment
LR/ E BN N & (26,980) (26,261)
Proceeds from disposal of property, plant and equipment
B - BB KAl B A AOR 33(b) 1,627 643
Additions to intangible assets s B ¥ & & - (776)
Purchase of available-for-sale financial assets
S ATt G e R - (7,284)
Proceeds from disposal of available-for-sale financial assets
H 8 At B e R E T 15 BROH - 5,111
(Increase)/decrease in prepayments for acquisition of
property, plant and equipment
B 2 R B B 2 A O ()b (1,268) 883
Purchase of club memberships and debentures
A - 95)
Proceeds from disposal of a subsidiary
B — [ B 2> W) BT A kIR 33(c) - 8,000
Decrease in short-term time deposits %5 3 22 A 77 2k 243 106,581
Increase in long-term deposits 1% A ¥ 4 3% /il (1,686) (283)
Net cash (used in)/generated from investing activities
BOEIE ) (W) B A% B 4 i (23,743) 91,682



CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
For the year ended 31 December 2017

BHATRER (B)

WE _FE—-LFETA=Z1T—HILFE

2017 2016
—E b ZENE
Note HK$°000 HK$’ 000
Bt 5T T T T
Cash flows from financing activities Bl E GBI 2 B &R &
Dividends paid B 1 B 5 (33,850) (22,567)
Interest paid E ] F] 8 (10,928) (5,622)
Dividends paid to non-controlling interests
SCAS T I 4 T PEE £ B S (7,903) (9,151)
Proceeds from new bank borrowings ¥ $R17 {5 £ it 15 2K JH 3,546,408 2,614,388
Repayment of bank borrowings 18 & R 17 1§ & (3,207,505) (2,744,715)
(Decrease)/increase in obligations under finance leases
il BRI (D) B (27 121
Repurchase of shares [ [1] JI {73 (17,264) -
Net cash generated from/(used in) financing activities
BB GO B 268931 (167,546)
Net increase in cash and cash equivalents
B S B 4 2 (A JH H 30 A 296,119 18,369
Cash and cash equivalents at beginning of the year
AR Z Bla MBS EEE 229,238 215,896
Effect of foreign exchange rate changes [ % 5 &) 2 57 %% 11,211 (5,027)
Cash and cash equivalents at end of the year
RAERZBE LB G5 EER 536,568 229,238
Analysis of cash and cash equivalents:
Bl Je Bl S EHIE H o
Bank balances and cash $R17 %% ik & Bl 4 25 536,568 229,238
536,568 229,238

The notes on pages 75 to 172 are an integral part of these

consolidated financial statements.

SEISE BB 1T2E 2 M EEHE B 55 & b B s R

RL Wy o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
For the year ended 31 December 2017

SO I MR
WEF - LE T A= AL

1 GENERAL INFORMATION 1
Wong’s Kong King International (Holdings) Limited (the

— B &R

Wong’s Kong King International
(Holdings) Limited ([ A< 2 7] J) K H:Hff &
T (AT A SR ) T2 A S R BNl
B B R Tk I 2 AL B - W)
IR 2 B T TR o DL R IR
R ([EE m % P 3R ) B s
TR

“Company”) and its subsidiaries (together, the “Group”)
are principally engaged in the trading and distribution of
chemicals, materials and equipment used in the manufacture
of printed circuit boards and electronic products and the
manufacture of electrical and electronic products for

original equipment manufacturer (“OEM”) customers.

The Company is incorporated in Bermuda as an exempted

I,

N
)

AN T A FEE AL S — T 2 R
A WA > B GTE & W A2
oo BT A BR s w BT e LS O S R
2 £y Clarendon House, 2 Church Street,
Hamilton HM11 Bermuda - 1 J& 3 2 %
3 b B J v U TR 3 1 8 9% R i

company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited. The address of
its registered office is Clarendon House, 2 Church Street,
Hamilton HM11 Bermuda and its principal place of business
is 17/F, Octa Tower, No.8 Lam Chak Street, Kowloon Bay,

Hong Kong.

These consolidated financial statements are presented in

Hong Kong dollars, unless otherwise stated.

B17HE o

B A B BIAL > S OF B R DL

W25 .

2  SUMMARY OF SIGNIFICANT ACCOUNTING 2
POLICIES

The principal accounting policies applied in the preparation

E R At BOR B

A LA S B ORI IR R
REECR AT © BrA A SIS - fr 252
AT A B RO ) % S O -

of these consolidated financial statements are set out below.
These policies have been consistently applied to all the

years presented, unless otherwise stated.

2.1 Basis of preparation 2.1 AR AR

GBS HEIRETA B &
W5 S o R R (T & s B B il
HER ) T A s AR (BR6227%)
ZHWBHERY - &P B IR
JEE S0 A E R AR R I A AT it
& A R AR A A AR B A
184 2 4 8 A LG Rl A AR (BT
e TR ZEf5FEd %
bl ¥ A E AR -

The consolidated financial statements have been
prepared in accordance with all applicable Hong Kong
Financial Reporting Standards (“HKFRS”) and the
disclosure requirements of the Hong Kong Companies
Ordinance Cap. 622. The consolidated financial
statements have been prepared under the historical
cost convention, as modified by the revaluation of
available-for-sale financial assets, and financial assets
and financial liabilities (including derivative financial
instruments) at fair value through profit or loss, which

are carried at fair value.



2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.1

Basis of preparation (Continued)

The preparation of financial statements in conformity
with HKFRS requires the use of certain critical
accounting estimates. It also requires management to
exercise its judgement in the process of applying the
Group’s accounting policies. The areas involving a
higher degree of judgement or complexity, or areas
where assumptions and estimates are significant to
the consolidated financial statements, are disclosed in
Note 4.

(a) Amended standards adopted by the Group

The following amendments and interpretations
have been adopted by the Group for the first
time for the financial year beginning on or after
1 January 2017:

. Recognition of Deferred Tax Assets for

Unrealised Losses — Amendments to

HKAS 12,

. Disclosure initiative — Amendments to
HKAS 7

. Disclosure of Interest in Other Entities —

Amendments to HKFRS 12

The adoption of the above amended standards
has no significant impact on the Group’s

consolidated financial statements.

2

EREFHBORM R (A7)
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2  SUMMARY OF SIGNIFICANT ACCOUNTING 2 FEGHEIERME (F)
POLICIES (CONTINUED)

2.1 Basis of preparation (Continued)

(b)

2.1 IR (H)

The following new standards and amendments b)) VUTFRBEMMHMERZE—L

and interpretations to standards have been
issued but are not effective for the financial

period beginning 1 January 2017 and have not

been early adopted:

Amendments to HKAS 28

il g vt R R285E 2 B
Amendments to HKAS 40

il g v R 4098 2 B
Amendments to HKFRS 1

it B S S 1 3R 2 B
Amendments to HKFRS 2

B B AU BS0% 2 B
Amendments to HKFRS 4

7 i A 5 2 T S B4 2 B

HKFRS 9
7l B 5 L S0
HKFRS 15

7 s B A 2 T 159
Amendments HKFRS 15

T il B RS S 1S 9E 2 B T
HK(IFRIC)-Int 22

il (MR ERELZAE)
— B2k

HKFRS 16

T U B W TR S 6%
HK(IFRIC)-Int 23

i (BB R REAE)
—it B34

Amendments to HKFRS 10

and HKAS 28

7 s B 5 5 M B 5B 1095
il g ke R AR285E 2 Bk

& —H — H Biis & B B A ]
1 A AR > AL A LR AR
A 2 TR R R 2 A 2
Rt FE

Effective for annual periods

beginning on or after

HULT A2 & iR

B 00 R A 2

Investments in Associates and Joint Ventures 1 January 2018
BaAmkaErAZRE “F-N\¥—-H—H
Transfer of Investment Property 1 January 2018
S CEPA. T | —F—N\%¥—-H—H
First Time Adoption of HKFRS 1 January 2018
TR A il B A “F-NFE—A—H
Classification and Measurement of 1 January 2018

Share-based Payment Transaction

DARCH A 2B 2 A4 3K 5 2 M et “F-N\NE—-H—H
Applying HKFRS 9 Financial Instruments 1 January 2018

with HKFRS 4 Insurance Contracts
) U AT IR T R4S T R B A 40 | BT & v “EF—-N\¥—H—H
S5 4 o e SO [ & ik T A |

Financial Instruments 1 January 2018
SHMIA “F-NE—-H—H
Revenue from Contracts with Customers 1 January 2018
KAKFBHZHA e SN
Clarifications to HKFRS 15 1 January 2018
e S S L T U B 1S 0E 2 W “E - NE-H—H
Foreign Currency Transactions and Advance 1 January 2018
Consideration
B 32 5y BB AR “EF - NE-H—H
Leases 1 January 2019
& “E-NE-A—H
Uncertainty over Income Tax Treatments 1 January 2019
[REE: Y VAN (el “F-NEFE-A—H
Sales or Contribution of Assets between an To be determined

Investor and its Associate or Joint Venture
Bl BEBE AR AE AR Z R AlEEE
HEMESIEA



2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.1

Basis of preparation (Continued)

(b)

The following new standards and amendments

and interpretations to standards have been

issued but are not effective for the financial

period beginning 1 January 2017 and have not

been early adopted: (Continued)

(i)

HKFRS 9 Financial instruments

Nature of change

HKFRS 9 Financial Instruments addresses
the classification, measurement and
derecognition of financial assets and
financial liabilities, introduces new
rules for hedge accounting and a new
impairment model for financial assets. The
Group has decided not to adopt HKFRS 9
until it becomes mandatory on 1 January
2018.

Impact

The Group has reviewed its financial
assets and liabilities and is expecting the
following impact from the adoption of the

new standard on 1 January 2018.

The majority of the Group’s equity
instruments that are currently classified
as available-for-sale (AFS) will satisfy
the conditions for classification as at
fair value through other comprehensive
income (FVOCI) and hence there will
be no change to the accounting for these
assets.

The other financial assets held by the
Group include:

- equity instruments currently
measured at fair value through profit
or loss (FVPL) which will continue
to be measured on the same basis
under HKFRS 9

2
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

Basis of preparation (Continued)

The following new standards and amendments
and interpretations to standards have been
issued but are not effective for the financial
period beginning 1 January 2017 and have not
been early adopted: (Continued)

2.1

(b)

()

HKFRS 9 Financial instruments
(Continued)

Impact (Continued)

Accordingly, the Group does not
expect the new guidance to affect the
classification and measurement of these
financial assets. However, gains or losses
realised on the sale of financial assets
at FVOCI will no longer be transferred
to profit or loss on sale, but instead
reclassified below the line from the
FVOCI reserve to retained earnings.
During the 2017 financial year, there was
no disposal of available-for-sale financial
assets.

There will be no impact on the Group’s
accounting for financial liabilities, as
the new requirements only affect the
accounting for financial liabilities that
are designated at fair value through profit
or loss and the Group does not have any
such liabilities. The derecognition rules
have been transferred from HKAS 39
Financial Instruments: Recognition and
Measurement and have not been changed.

The new hedging accounting rules have no
impact to the Group since the Group does
not have any hedging relationships.

The new impairment model requires the
recognition of impairment provisions
based on expected credit losses (ECL)
rather than only incurred credit losses as
is the case under HKAS 39. It applies to
financial assets classified at amortised
cost, debt instruments measured at fair
value through other comprehensive
income, contract assets under HKFRS 15
Revenue from Contracts with Customers,
lease receivables, loan commitments and
certain financial guarantee contracts.
Based on the assessments undertaken
to date, the Group does not expect the
adoption to have significant impact to the
loss allowance for trade debtors.

2
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.1

Basis of preparation (Continued)

(b)

The following new standards and amendments

and interpretations to standards have been

issued but are not effective for the financial

period beginning 1 January 2017 and have not

been early adopted: (Continued)

(1)

(ii)

HKFRS 9 Financial instruments
(Continued)

Date of adoption by the Group

Must be applied for financial years
commencing on or after 1 January 2018.
The Group will apply the new rules
retrospectively from 1 January 2018, with
the practical expedients permitted under
the standard. Comparatives for 2017 will

not be restated.

HKFRS 15 Revenue from contracts with

customers

Nature of change

The HKICPA has issued a new standard
for the recognition of revenue. This will
replace HKAS 18 which covers contracts
for goods and services and HKAS 11
which covers construction contracts and
the related literature. The new standard
is based on the principle that revenue
is recognised when control of a good
or service transfers to a customer. The
standard permits either a full retrospective
or a modified retrospective approach for

the adoption.
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2 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.1 Basis of preparation (Continued)

(b)

The following new standards and amendments

and interpretations to standards have been

issued but are not effective for the financial

period beginning 1 January 2017 and have not

been early adopted: (Continued)

(ii)

(iii)

HKFRS 15 Revenue from contracts with
customers (Continued)

Date of adoption by the Group

Mandatory for financial years
commencing on or after 1 January 2018.
The Group intends to adopt the standard
using the modified retrospective approach
which means that the cumulative impact of
the adoption will be recognised in retained
earnings as of 1 January 2018 and that

comparatives will not be restated.

Impact

Management has assessed the effects of
applying the new standard on the Group’s
consolidated financial statements and does
not expect the adoption to have a material
impact on the Group’s consolidated
financial statements, other than presenting

additional disclosure.

HKFRS 16 Leases

Nature of change

HKFRS 16 was issued in January 2016.
It will result in almost all leases being
recognised on the balance sheet, as
the distinction between operating and
finance leases is removed. Under the
new standard, an asset (the right to use
the leased item) and a financial liability
to pay rentals are recognised. The only
exceptions are short-term and low-value

leases.

The accounting for lessors will not

significantly change.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.1

Basis of preparation (Continued)

(b)  The following new standards and amendments
and interpretations to standards have been
issued but are not effective for the financial
period beginning 1 January 2017 and have not
been early adopted: (Continued)

(iii) HKFRS 16 Leases (Continued)

Impact

The standard will affect primarily the
accounting for the Group’s operating
leases. As at the reporting date, the
Group has non-cancellable operating
lease commitments of HK$52,529,000.
However, the Group has not yet
determined to what extent these
commitments will result in the recognition
of an asset and a liability for future
payments and how this will affect the
Group’s profit and classification of cash

flows.

Some of the commitments may be covered
by the exception for short-term and low-
value leases and some commitments may
relate to arrangements that will not qualify
as leases under HKFRS 16.

Date of adoption by the Group
Mandatory for financial years
commencing on or after 1 January 2019.
The Group expects to adopt HKFRS 16 on
1 January 2019 and is currently assessing
the impact of HKFRS 16 upon adoption.

The Group has commenced an assessment of the
impact of the other new and amended standards and
interpretations, but is not yet in a position to state
whether they would have significant impacts on its

results of operations and financial position.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.2 Subsidiaries
2.2.1 Consolidation
A subsidiary is an entity (including a structured

entity) over which the Group has control. The

Group controls an entity when the Group is

exposed to, or has rights to, variable returns

from its involvement with the entity and has the

ability to affect those returns through its power

over the entity. Subsidiaries are consolidated

from the date on which control is transferred to

the Group. They are deconsolidated from the

date that control ceases.

(a)

Business combinations

The Group applies the acquisition method
to account for business combinations.
The consideration transferred for the
acquisition of a subsidiary is the fair
values of the assets transferred, the
liabilities incurred to the former owners
of the acquiree and the equity interests
issued by the Group. The consideration
transferred includes the fair value of
any asset or liability resulting from a
contingent consideration arrangement.
Identifiable assets acquired and liabilities
and contingent liabilities assumed in
a business combination are measured
initially at their fair values at the
acquisition date.

The Group recognises any non-controlling
interest in the acquiree on an acquisition-
by-acquisition basis. Non-controlling
interests in the acquiree that are present
ownership interests and entitle their
holders to a proportionate share of
the entity’s net assets in the event of
liquidation are measured at either fair
value or the present ownership interests’
proportionate share in the recognised
amounts of the acquiree’s identifiable
net assets. All other components of non-
controlling interests are measured at their
acquisition date fair value, unless another
measurement basis is required by HKFRS.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(a)

Business combinations (Continued)
Acquisition-related costs are expensed as

incurred.

If the business combination is achieved in
stages, the acquisition date carrying value
of the acquirer’s previously held equity
interest in the acquiree is re-measured
to fair value at the acquisition date; any
gains or losses arising from such re-
measurement are recognised in profit or
loss.

Any contingent consideration to be
transferred by the Group is recognised
at fair value at the acquisition date.
Subsequent changes to the fair value of the
contingent consideration that is deemed
to be an asset or liability is recognised
in accordance with HKAS 39 in profit
or loss. Contingent consideration that is
classified as equity is not remeasured, and
its subsequent settlement is accounted for
within equity.

The excess of the consideration
transferred, the amount of any non-
controlling interest in the acquiree and
the acquisition-date fair value of any
previous equity interest in the acquiree
over the fair value of the identifiable net
assets acquired is recorded as goodwill.
If the total of consideration transferred,
non-controlling interest recognised and
previously held interest measured is
less than the fair value of the net assets
of the subsidiary acquired in the case
of a bargain purchase, the difference is
recognised directly in profit or loss.

Intra-group transactions, balances
and unrealised gains on transactions
between group companies are eliminated.
Unrealised losses are also eliminated
unless the transaction provides evidence
of an impairment of the transferred asset.
When necessary, amounts reported by
subsidiaries have been adjusted to conform
with the Group’s accounting policies
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.2 Subsidiaries (Continued)

2.2.1 Consolidation (Continued)

(b)

(c)

Changes in ownership interests in

subsidiaries without change of control

Transactions with non-controlling interests
that do not result in loss of control are
accounted for as equity transactions —
that is, as transactions with the owners in
their capacity as owners. The difference
between fair value of any consideration
paid and the relevant share acquired of
the carrying value of net assets of the
subsidiary is recorded in equity. Gains
or losses on disposals to non-controlling

interests are also recorded in equity.

Disposal of subsidiaries

When the Group ceases to have control,
any retained interest in the entity is re-
measured to its fair value at the date
when control is lost, with the change in
carrying amount recognised in profit or
loss. The fair value is the initial carrying
amount for the purposes of subsequently
accounting for the retained interest as
an associate, joint venture or financial
asset. In addition, any amounts previously
recognised in other comprehensive income
in respect of that entity are accounted
for as if the Group had directly disposed
of the related assets or liabilities. This
means that amounts previously recognised
in other comprehensive income are
reclassified to profit or loss or transferred
to another category of equity as specified
by applicable HKFRS.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.2

23

Subsidiaries (Continued)

2.2.2 Separate financial statements
Investments in subsidiaries are accounted for at
cost less impairment. Cost also includes direct
attributable costs of investment. The results of
subsidiaries are accounted for by the Company
on the basis of dividend received and receivable.

Impairment testing of the investments in
subsidiaries is required upon receiving
dividends from these investments if the dividend
exceeds the total comprehensive income of the
subsidiary in the period the dividend is declared
or if the carrying amount of the investment in
the separate financial statements exceeds the
carrying amount in the consolidated financial
statements of the investee’s net assets including

goodwill.

Joint arrangements

The Group has applied HKFRS 11 to all joint
arrangements. Under HKFRS 11, investments in joint
arrangements are classified as either joint operations
or joint ventures depending on the contractual rights
and obligations of each investor. The Group has
assessed the nature of its joint arrangements and
determined them to be joint ventures. Joint ventures
are accounted for using the equity method.

Under the equity method of accounting, interests
in joint ventures are initially recognised at cost and
adjusted thereafter to recognise the Group’s share of
the post-acquisition profits or losses and movements
in other comprehensive income. When the Group’s
share of losses in a joint venture equals or exceeds
its interests in the joint ventures (which includes any
long-term interests that, in substance, form part of
the Group’s net investment in the joint ventures), the
Group does not recognise further losses, unless it has
incurred obligations or made payments on behalf of

the joint ventures.

Unrealised gains on transactions between the Group
and its joint ventures are eliminated to the extent of
the Group’s interest in the joint ventures. Unrealised
losses are also eliminated unless the transaction
provides evidence of an impairment of the asset
transferred.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.4

2.5

Segment reporting

Operating segments are reported in a manner

consistent with the internal reporting provided to the

chief operating decision-maker. The chief operating

decision-maker, who is responsible for allocating

resources and assessing performance of the operating

segments, has been identified as the board of directors

that makes strategic decisions.

Foreign currency translation

(a)

(b)

Functional and presentation currency

Items included in the financial statements
of each of the Group’s entities are measured
using the currency of the primary economic
environment in which the entity operates
(the “functional currency”). The consolidated
financial statements are presented in Hong
Kong dollars (“HK$”), which is the Company’s
functional and the Group’s presentation

currency.

Transactions and balances

Foreign currency transactions are translated
into the functional currency using the exchange
rates prevailing at the dates of the transactions
or valuation where items are re-measured.
Foreign exchange gains and losses resulting
from the settlement of such transactions and
from the translation at year-end exchange rates
of monetary assets and liabilities denominated in
foreign currencies are recognised in the income
statement.

Changes in the fair value of debt securities
denominated in foreign currency classified
as available-for-sale are analysed between
translation differences resulting from changes
in the amortised cost of the security and other
changes in the carrying amount of the security.
Translation differences related to changes in the
amortised cost are recognised in profit or loss,
and other changes in the carrying amount are
recognised in other comprehensive income.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
2.5 Foreign currency translation (Continued)

(b)

(c)

Transactions and balances (Continued)

Translation difference on non-monetary
financial assets and liabilities such as equities
held at fair value through profit or loss are
recognised in profit or loss as part of the fair
value gain or loss. Translation differences on
non-monetary financial assets such as equities
classified as available-for-sale are included in

other comprehensive income.

Group companies

The results and financial position of all the
group entities that have a functional currency
different from the presentation currency are
translated into the presentation currency as

follows:

(i) assets and liabilities for each balance sheet
presented are translated at the closing rate
at the date of that balance sheet;

(ii)) income and expenses for each income
statement are translated at average

exchange rates; and

(iii) all resulting exchange differences are
recognised in other comprehensive

income.

Goodwill and fair value adjustments arising on
the acquisition of a foreign entity are treated
as assets and liabilities of the foreign entity
and translated at the closing rate. Currency
translation differences arising are recognised in

equity.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
2.5 Foreign currency translation (Continued)

(d) Disposal of foreign operation and partial

disposal

On the disposal of a foreign operation (that is,
a disposal of the Group’s entire interest in a
foreign operation, or a disposal involving loss
of control over a subsidiary that includes a
foreign operation, a disposal involving loss of
joint control over a joint venture that includes a
foreign operation, or a disposal involving loss
of significant influence over an associate that
includes a foreign operation), all of the currency
translation differences accumulated in equity
in respect of that operation attributable to the

owners of the Company are reclassified to profit

or loss.

In the case of a partial disposal that does
not result in the Group losing control over a
subsidiary that includes a foreign operation, the
proportionate share of accumulated currency
translation differences are re-attributed to non-
controlling interests and are not recognised in
profit or loss. For all other partial disposals (that
is, reductions in the Group’s ownership interests
in associates or joint ventures that do not result
in the Group losing significant influence or
joint control), the proportionate share of the

accumulated exchange difference is reclassified

to profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.6

Property, plant and equipment

Property, plant and equipment are stated at historical
cost less depreciation and impairment losses.
Historical cost includes expenditure that is directly

attributable to the acquisition of the items.

Subsequent costs are included in the asset’s
carrying amount or recognised as a separate asset,
as appropriate, only when it is probable that future
economic benefits associated with the item will flow
to the Group and the cost of the item can be measured
reliably. The carrying amount of the replaced part
is derecognised. All other repair and maintenance
costs are charged to the income statement during the

financial period in which they are incurred.

Depreciation of property, plant and equipment is
calculated using the straight-line method to allocate
cost to their residual values, where appropriate, over
their estimated useful lives at the following annual

rates:

2.5% — 5%

Over the terms of the

Buildings

Medium-term leasehold
factory premises lease

Machinery and equipment 15% — 20%

Leasehold improvements, The shorter of the terms of
furniture and fixtures the lease or 15% — 20%

Motor vehicles 15% — 25%

Moulds 50%

No depreciation is provided on freehold land.

The assets’ residual values and useful lives are
reviewed, and adjusted if appropriate, at the end of

each reporting period.

An asset’s carrying amount is written down
immediately to its recoverable amount if the asset’s
carrying amount is greater than its estimated

recoverable amount (Note 2.10).

Gains and losses on disposal are determined by
comparing proceeds with carrying amount and are

recognised in the income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.7

2.8

Land use rights

The up-front prepayments made for land use rights are

accounted for as operating leases. They are expensed

in the income statement on a straight-line basis over

the period of the lease, or when there is impairment,

the impairment is expensed in the income statement.

Intangible assets

(a)

(b)

Technical know-how

Technical know-how is shown at historical cost.
Technical know-how has a finite useful life and
is carried at cost less accumulated amortisation
and provision for impairment. Amortisation
is calculated using the straight-line method to
allocate the cost of technical know-how net of
provision over its estimated useful life of 7 to 8

years.

Internally generated product development cost

Cost incurred on development projects (relating
to the design and testing of new or improved
products) are recognised as intangible assets

when the following criteria are fulfilled:

(i) it is technically feasible to complete the
development projects so that it will be

available for use or sale;

(i) management intends to complete the

development projects and use or sell it;

(iii) there is an ability to use or sell the

intangible asset;

(iv) it can be demonstrated how the intangible
asset will generate probable future

economic benefits;

(v) adequate technical, financial or other
resources to complete the development
and to use or sell the intangible asset are

available; and

(vi) the expenditure attributable to the
development projects during its

development can be reliably measured.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.8

2.9

2.10

Intangible assets (Continued)

(b) Internally generated product development cost
(Continued)
Other development expenditures that do not
meet these criteria are recognised as an expense
as incurred. Development costs previously
recognised as an expense are not recognised
as an asset in a subsequent period. Capitalised
development costs net of provision for
impairment are recorded as intangible assets
and amortised from the point at which the asset
is ready for use on a straight-line basis over its

estimated useful life.

(c) Computer software
Computer software is shown at historical cost.
Computer software has a finite useful life and
is carried at cost less accumulated amortisation.
Amortisation is calculated using the straight-line
method to allocate the cost of computer software

over its estimated useful life of 5 years.

Club membership and debentures
Club membership and debentures are with indefinite
useful lives, and are stated at cost less impairment, if

any.

Impairment of non-financial assets

Assets that have an indefinite useful life are not
subject to amortisation and are tested annually for
impairment. Assets are reviewed for impairment
whenever events or changes in circumstances indicate
that the carrying amount may not be recoverable. An
impairment loss is recognised for the amount by which
the asset’s carrying amount exceeds its recoverable
amount. The recoverable amount is the higher of an
asset’s fair value less costs to sell and value in use.
For the purposes of assessing impairment, assets
are grouped at the lowest level for which there are
separately identifiable cash flows (cash-generating
units). Non-financial assets other than goodwill that
suffered an impairment are reviewed for possible

reversal of the impairment at each reporting date.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.11 Financial assets
2.11.1 Classification
The Group classifies its financial assets in the

following categories: at fair value through profit

or loss, loans and receivables and available-for-

sale. The classification depends on the purpose

for which the financial assets were acquired.

Management determines the classification of its

financial assets at initial recognition.

(a)

(b)

(c)

Financial assets at fair value through profit
or loss

Financial assets at fair value through
profit or loss are financial assets held for
trading. A financial asset is classified in
this category if acquired principally for
the purpose of selling in the short term.
Derivatives are also categorised as held
for trading unless they are designated
as hedges. Assets in this category are
classified as current assets if expected to
be settled within 12 months; otherwise,

they are classified as non-current.

Loans and receivables

Loans and receivables are non-derivative
financial assets with fixed or determinable
payments that are not quoted in an active
market. They are included in current
assets, except for maturities greater than
12 months after the end of reporting
period. These are classified as non-current
assets. The Group’s loans and receivables
comprise ‘deposits’, ‘trade and other
receivables’, ‘cash and cash equivalents’
and ‘short-term time deposits’ in the
balance sheet.

Available-for-sale financial assets
Available-for-sale financial assets are non-
derivatives that are either designated in
this category or not classified in any of the
other categories. They are included in non-
current assets unless management intends
to dispose of it within 12 months of the
end of reporting period.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.11 Financial assets (Continued)

2.11.2 Recognition and measurement

Regular way purchases and sales of financial
assets are recognised on trade-date-the date on
which the Group commits to purchase or sell
the asset. Investments are initially recognised at
fair value plus transaction costs for all financial
assets not carried at fair value through profit
or loss. Financial assets carried at fair value
through profit or loss are initially recognised at
fair value, and transaction costs are expensed
in the income statement. Financial assets are
derecognised when the rights to receive cash
flows from the investments have expired
or have been transferred and the Group has
transferred substantially all risks and rewards
of ownership. Listed investment in equity
security classified as available-for-sale financial
assets and financial assets at fair value through
profit or loss are subsequently carried at fair
value. As unlisted equity securities classified as
available-for-sale financial assets do not have
quoted market prices, their fair values cannot
be reliably assessed and are stated at cost.
Loans and receivables are subsequently carried
at amortised cost using the effective interest

method.

Gains or losses arising from changes in the
fair value of the ‘financial assets at fair value
through profit or loss’ category are presented in
the income statement in the period in which they
arise. Dividend income from financial assets at
fair value through profit or loss is recognised
in the income statement as part of other income
when the Group’s right to receive payments is
established.

Changes in the fair value of monetary and non-
monetary securities classified as available-for-
sale are recognised in other comprehensive

income.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.11 Financial assets (Continued)

2.11.2 Recognition and measurement (Continued)

When securities classified as available-for-sale
are sold or impaired, the accumulated fair value
adjustments recognised in equity are included
in the income statement. Interest on available-
for-sale securities calculated using the effective
interest method is recognised in the income
statement. Dividends on available-for-sale
equity instruments are recognised in the income
statement when the Group’s right to receive

payments is established.

2.11.3 Offsetting financial instruments

Financial assets and liabilities are offset and the
net amount reported in the balance sheet when
there is a legally enforceable right to offset the
recognised amounts and there is an intention
to settle on a net basis or realise the asset and
settle the liability simultaneously. The legally
enforceable right must not be contingent on
future events and must be enforceable in the
normal course of business and in the event
of default, insolvency or bankruptcy of the

company or the counterparty.
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2

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
2.12 Impairment of financial assets

(a) Assets carried at amortised cost

The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or group of financial assets
is impaired. A financial asset or a group of
financial assets is impaired and impairment
losses are incurred only if there is objective
evidence of impairment as a result of one
or more events that occurred after the initial
recognition of the asset (a “loss event”) and
that loss event (or events) has an impact on the
estimated future cash flows of the financial asset

or group of financial assets that can be reliably

estimated.

Evidence of impairment may include indications
that the debtors or a group of debtors is
experiencing significant financial difficulty,
default or delinquency in interest or principal
payments, the probability that they will enter
bankruptcy or other financial reorganisation, and
where observable data indicate that there is a
measurable decrease in the estimated future cash

flows, such as changes in arrears or economic

conditions that correlate with defaults.
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SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (CONTINUED)
2.12 Impairment of financial assets (Continued)

(a)

Assets carried at amortised cost (Continued)

For loans and receivables category, the amount
of the loss is measured as the difference between
the asset’s carrying amount and the present
value of estimated future cash flows (excluding
future credit losses that have not been incurred)
discounted at the financial asset’s original
effective interest rate. The carrying amount
of the asset is reduced and the amount of the
loss is recognised in the consolidated income
statement. If a loan has a variable interest rate,
the discount rate for measuring any impairment
loss is the current effective interest rate
determined under the contract. As a practical
expedient, the Group may measure impairment
on the basis of an instrument’s fair value using

an observable market price.

If, in a subsequent period, the amount of the
impairment loss decreases and the decrease can
be related objectively to an event occurring
after the impairment was recognised (such as an
improvement in the debtor’s credit rating), the
reversal of the previously recognised impairment
loss is recognised in the consolidated income

statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.12 Impairment of financial assets (Continued)

(b)  Assets classified as available-for-sale
The Group assesses at the end of each reporting
period whether there is objective evidence that
a financial asset or a group of financial assets is

impaired.

For debt securities, the Group uses the criteria
refer to (a) above. In the case of equity
investments classified as available-for-sale, a
significant or prolonged decline in the fair value
of the security below its cost is also evidence
that the assets are impaired. If any such evidence
exists for available-for-sale financial assets, the
cumulative loss — measured as the difference
between the acquisition cost and the current fair
value, less any impairment loss on that financial
asset previously recognised in profit or loss —
is reclassified from equity and recognised in
profit or loss. Impairment losses recognised in
the consolidated income statement on equity
instruments are not reversed through the

consolidated income statement.

2.13 Derivative financial instruments

Derivatives are initially recognised at fair value on
the date a derivative contract is entered into and are
subsequently measured at their fair value. The method
of recognising the resulting gain or loss depends
on whether the derivative is designed as a hedging
instrument, and if so, the nature of item being hedged.
Derivative instruments held by the Group do not
qualify for hedge accounting and are accounted for at
fair value through profit or loss. Changes in fair value
of these derivative instruments that do not qualify for
hedge accounting are recognised immediately in the

income statement.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.14

2.15

2.16

Inventories

Inventories are stated at the lower of cost and
net realisable value. Cost is determined using the
weighted average method. The cost of finished goods
and work-in-progress comprises materials, direct
labour, other direct costs and related production
overheads (based on normal operating capacity). It
excludes borrowing costs. Net realisable value is
the estimated selling price in the ordinary course of

business, less applicable variable selling expenses.

Trade and other receivables

Trade receivables are amounts due from customers
for merchandise sold or services performed in the
ordinary course of business. If collection of trade and
other receivables is expected in one year or less (or in
the normal operating cycle of the business if longer),
they are classified as current assets. If not, they are

presented as non-current assets.

Trade and other receivables are recognised initially
at fair value and subsequently measured at amortised
cost using the effective interest method, less provision

for impairment.

Cash and cash equivalents

Cash and cash equivalents include cash in hand,
deposits held at call with banks, other short-term
highly liquid investments with original maturities
of three months or less, and bank overdrafts. Bank
overdrafts are shown as current liabilities in the

consolidated balance sheet.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.17

2.18

2.19

2.20

Share capital

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a

deduction, net of tax, from the proceeds.

Treasury shares

Where the Company repurchase its equity share
capital (treasury shares), the consideration paid,
including any directly attributable incremental
costs (net of income taxes) is deducted from equity
attributable to owners of the Company until the shares

are cancelled or reissued.

Trade payables

Trade payables are obligations to pay for goods or
services that have been acquired in the ordinary course
of business from suppliers. Accounts payable are
classified as current liabilities if payment is due within
one year or less (or in the normal operating cycle of
the business if longer). If not, they are presented as

non-current liabilities.

Trade payables are recognised initially at fair value
and subsequently measured at amortised cost using the

effective interest method.

Borrowings

Borrowings are recognised initially at fair value,
net of transaction costs incurred. Borrowings are
subsequently stated at amortised cost; any difference
between the proceeds (net of transaction costs) and
the redemption value is recognised in the income
statement over the period of the borrowings using the

effective interest method.

Borrowings are classified as current liabilities
unless the Group has an unconditional right to defer
settlement of the liability for at least 12 months after

the end of the reporting period.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.21

2.22

Borrowing costs

General and specific borrowing costs directly
attributable to the acquisition, construction or
production of qualifying assets, which are assets that
necessarily take a substantial period of time to get
ready for their intended use or sale, are added to the
cost of those assets, until such time as the assets are

substantially ready for their intended use or sale.

Investment income earned on the temporary
investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the

borrowing costs eligible for capitalisation.

All other borrowing costs are recognised in profit or

loss in the period in which they are incurred.

Current and deferred income tax

The tax expense for the period comprises current
and deferred tax. Tax is recognised in the income
statement, except to the extent that it relates to items
recognised in other comprehensive income or directly
in equity. In this case the tax is also recognised in
other comprehensive income or directly in equity,

respectively.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.22 Current and deferred income tax (Continued)

(a)

(b)

Current income tax

The current income tax charge is calculated
on the basis of the tax laws enacted or
substantively enacted at the end of reporting
period in the countries where the Company and
its subsidiaries operate and generate taxable
income. Management periodically evaluates
positions taken in tax returns with respect to
situations in which applicable tax regulation
is subject to interpretation. It establishes
provisions where appropriate on the basis
of amounts expected to be paid to the tax

authorities.

Deferred income tax

Inside basis differences

Deferred income tax is recognised, using the
liability method, on temporary differences
arising between the tax bases of assets and
liabilities and their carrying amounts in the
consolidated financial statements. However,
deferred tax liabilities are not recognised if they
arise from the initial recognition of goodwill,
the deferred income tax is not accounted for if
it arises from initial recognition of an asset or
liability in a transaction other than a business
combination that at the time of the transaction
affects neither accounting nor taxable profit or
loss. Deferred income tax is determined using
tax rates (and laws) that have been enacted or
substantively enacted by the balance sheet date
and are expected to apply when the related
deferred income tax asset is realised or the

deferred income tax liability is settled.

Deferred income tax assets are recognised
only to the extent that it is probable that future
taxable profit will be available against which the

temporary differences can be utilised.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.22 Current and deferred income tax (Continued)

(b)

(c)

Deferred income tax (Continued)

Outside basis differences

Deferred income tax liabilities are provided
on taxable temporary differences arising
from investments in subsidiaries and joint
arrangements, except for deferred income tax
liability where the timing of the reversal of
the temporary difference is controlled by the
Group and it is probable that the temporary
difference will not reverse in the foreseeable
future. Generally the Group is unable to control
the reversal of the temporary difference for
associates. Only when there is an agreement in
place that gives the Group the ability to control
the reversal of the temporary difference in the
foreseeable future, deferred tax liability in
relation to taxable temporary differences arising
from the associate’s undistributed profits is not

recognised.

Deferred income tax assets are recognised on
deductible temporary differences arising from
investments in subsidiaries, associates and
joint arrangements only to the extent that it is
probable the temporary difference will reverse
in the future and there is sufficient taxable profit
available against which the temporary difference

can be utilised.

Offsetting

Deferred income tax assets and liabilities are
offset when there is a legally enforceable right
to offset current tax assets against current tax
liabilities and when the deferred income tax
assets and liabilities relate to income taxes
levied by the same taxation authority on either
the taxable entity or different taxable entities
where there is an intention to settle the balances

on a net basis.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.23 Employee benefits

The Group operates various post-employment

schemes, including both defined benefit and defined

contribution pension plans.

(a)

Pension obligations

A defined contribution plan is a pension plan
under which the Group pays fixed contributions
into a separate entity. The Group has no legal
or constructive obligations to pay further
contributions if the fund does not hold sufficient
assets to pay all employees the benefits relating
to employee service in the current and prior
periods. A defined benefit plan is a pension plan

that is not a defined contribution plan.

Typically defined benefit plans define an
amount of pension benefit that an employee will
receive on retirement, usually dependent on one
or more factors such as age, years of service and

compensation.

The liability recognised in the balance sheet in
respect of defined benefit pension plans is the
present value of the defined benefit obligation at
the end of the reporting period less the fair value
of plan assets. The defined benefit obligation
is calculated annually by independent actuaries
using the projected unit credit method. The
present value of the defined benefit obligation
is determined by discounting the estimated
future cash outflows using interest rates of high-
quality corporate bonds that are denominated in
the currency in which the benefits will be paid,
and that have terms to maturity approximating
to the terms of the related pension obligation. In
countries where there is no deep market in such
bonds, the market rates on government bonds are
used.

The current service cost of the defined benefit
plan, recognised in the income statement
in employee benefit expense, except where
included in the cost of an asset, reflects the
increase in the defined benefit obligation results
from employee service in the current year,

benefit changes, curtailments and settlements.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.23 Employee benefits (Continued)

(a)

Pension obligations (Continued)

Past-service costs are recognised immediately
in the income statement. Changes in the present
value of the defined benefit obligation resulting
from plan amendments or curtailments are
recognised immediately in profit or loss as past

service costs.

The net interest cost is calculated by applying
the discount rate to the net balance of the
defined benefit obligation and the fair value of
plan assets. This cost is included in employee

benefit expense in the profit or loss.

Remeasurement gains and losses arising from
experience adjustments and changes in actuarial
assumptions are charged or credited to equity
in other comprehensive income in the period in
which they arise.

For defined contribution plans, the Group
pays contributions to publicly or privately
administered pension insurance plans on a
mandatory, contractual or voluntary basis.
The Group has no further payment obligations
once the contributions have been paid. The
contributions are recognised as employee
benefit expense when they are due. Prepaid
contributions are recognised as an asset to the
extent that a cash refund or a reduction in the

future payments is available.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.23 Employee benefits (Continued)

(b)

Share-based compensation

The Group operates an equity-settled, share-
based compensation plan, under which the
entity receives services from employees as
consideration for equity instruments (options)
of the Group. The fair value of the employee
services received in exchange for the grant of
the options is recognised as an expense. The
total amount to be expensed is determined

by reference to the fair value of the options

granted:

. including any market performance
conditions;

. excluding the impact of any service

and non-market performance vesting

conditions; and

. including the impact of any non-vesting

conditions.

Non-market vesting conditions are included
in assumptions about the number of options
that are expected to vest. The total expense is
recognised over the vesting period, which is the
period over which all of the specified vesting
conditions are to be satisfied. At the end of each
reporting period, the Group revises its estimates
of the number of options that are expected to
vest. It recognises the impact of the revision
of original estimates, if any, in the income
statement, with a corresponding adjustment to

equity.

The cash received for the shares issued when the
options are exercised is credited to share capital
(nominal value) and share premium, net of any

directly attributable transaction costs.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.24 Provisions

Provisions are recognised when the Group has a
present legal or constructive obligation as a result of
past events; it is probable that an outflow of resources
will be required to settle the obligation; and the
amount has been reliably estimated. Provisions are not

recognised for future operating losses.

Where there are a number of similar obligations,
the likelihood that an outflow will be required in
settlement is determined by considering the class of
obligations as a whole. A provision is recognised even
if the likelihood of an outflow with respect to any one
item included in the same class of obligations may be

small.

Provisions are measured at the present value of the
expenditures expected to be required to settle the
obligation using a pre-tax rate that reflects current
market assessments of the time value of money and
the risks specific to the obligation. The increase in
the provision due to passage of time is recognised as

interest expense.

The Group records warranty provision at the time
of sale for the estimated costs that will be incurred
under its basic limited warranty. The specific warranty
terms and conditions vary depending upon the product
and the country in which it was sold, but generally
includes technical support, repair parts and labour
associated with warranty repair and service actions.
The period ranges from one to three years. The Group
re-evaluates its estimates at the end of each reporting
period to assess the adequacy of its recorded warranty

liabilities and adjusts the amounts as necessary.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.25 Revenue and income recognition

Revenue is measured at the fair value of the
consideration received or receivable for the sale
of goods and services in the ordinary course of the
Group’s activities. Revenue is shown, net of value-
added tax, returns, rebates and discounts and after

eliminating sales within the Group.

The Group recognises revenue when the amount
of revenue can be reliably measured, it is probable
that future economic benefits will flow to the entity
and specific criteria have been met for each of the
Group’s activities as described below. The Group
bases its estimates on historical results, taking into
consideration the type of customer, the type of

transaction and the specifics of each arrangement.

(a) Sales of goods
Sales of goods are recognised when a group
entity has delivered products to the customer,
the customer has accepted the products and
collectability of the related receivables is

reasonably assured.

(b) Commission income
Commission income is recognised on an accrual
basis in accordance with the substance of

relevant agreements.

(c) Service fee income
Service fee income is recognised when the

respective services are rendered.

(d) Ticketing and touring income
Income from tour and travel services and other
travel related services are recognised when the
services are rendered. Revenue from the sale of
air tickets are recognised when the tickets are
delivered.

(e) Interest income
Interest income is recognised using the effective
interest method.

(f)  Dividend income
Dividend income is recognised when the right to

receive payment is established.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)
2.26 Leases

(a)

(b)

Operating lease

Leases in which a significant portion of the
risks and rewards of ownership are retained
by the lessor are classified as operating leases.
Payments made under operating leases (net of
any incentives received from the lessor) are
charged to the income statement on a straight-

line basis over the period of the lease.

Finance lease

Leases of assets where the Group has
substantially all the risks and rewards of
ownership are classified as finance leases.
Finance leases are capitalised at the lease’s
commencement at the lower of the fair value
of the leased asset and the present value of the
minimum lease payments. Each lease payment
is allocated between the liability and finance
charges so as to achieve a constant rate on the
finance balance outstanding. The corresponding
rental obligations, net of finance charges, are
included in other short-term and other long-term
payables. The interest element of the finance
cost is charged to the income statement over the
lease period so as to produce a constant periodic
rate of interest on the remaining balance of the
liability for each period. The property, plant
and equipment acquired under finance leases is
depreciated over the shorter of the useful life of

the asset and the lease term.
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2  SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

2.27

2.28

Financial guarantees

Financial guarantee contracts are contracts that
required the Group to make specified payments to
reimburse the holder for a loss it incurs because a
specified debtor fails to make payments when due,
in accordance with the terms of a debt instruments.
Provisions are recognised when it is probable that
the Group has obligations under such guarantees and
an outflow of economic resources will be required to

settle the obligations.

Dividend distribution

Dividend distribution to the Company’s shareholders
is recognised as a liability in the Group’s and the
Company’s financial statements in the period in
which the dividends are approved by the Company’s

shareholders or directors, when appropriate.

3  FINANCIAL RISK MANAGEMENT

3.1

Financial risk factors

The Group’s activities expose it to a variety of
financial risks: market risk (including foreign
exchange risk, fair value and cash flow interest rate
risk), credit risk and liquidity risk. The Group’s
overall risk management programme focuses on the
unpredictability of financial markets and seeks to
minimise potential adverse effects on the Group’s
financial performance. The Group uses derivative
financial instruments to hedge its risk exposures
on changes in foreign currency exchange rates and

interest rates where necessary.
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3

FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1

Financial risk factors (Continued)

(a)

Market risk

Foreign exchange risk

As most of the Group’s sales in the trading
segment are conducted in the same currency as
the corresponding purchase transactions, and
foreign exchange contracts are used to hedge
exposures where necessary, the monetary assets
and liabilities of the Group were substantially
hedged against each other and therefore, no
significant foreign exchange risk exposure is
identified. Sales in the manufacturing segment
are mainly denominated in United States dollar
(“USD”) and Hong Kong dollar (“HK$”) and
therefore, no significant foreign exchange
risk exposure is identified on these sales
transactions. As the Group’s manufacturing
base is located in the PRC, certain purchases
and expenses are denominated in Renminbi
(“RMB”). The Group has entered into foreign
exchange contracts to hedge part of the exposure

arising from RMB.

At 31 December 2017, if the RMB had
strengthened/weakened by 5% (2016: 5%)
against the HK$, with all the other variables
held constant, profit for the year would have
been HK$5,784,000 (2016: HK$4,130,000)
higher/lower mainly as a result of the net foreign
exchange gain/(loss) on RMB denominated bank
balances, bank borrowings, trade receivables
and trade payables excluding the impact of the

foreign exchange contracts.
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3

FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1

Financial risk factors (Continued)

(a)

(b)

Market risk (Continued)

Interest rate risk

Except for the cash and time deposits held
at banks, the Group has no significant
interest-bearing assets. The Group’s income
and operating cash flows are substantially

independent of changes in market interest rates.

The Group’s interest rate risk arises from
borrowings. The Group is exposed to cash flow
interest rate risk in relation to variable-rate bank
borrowings (Note 29). At 31 December 2017, if
interest rates on borrowings had been 25 basis
points (2016: 25 basis points) higher/lower with
all other variables held constant, profit for the
year would have been HK$1,778,000 (2016:
HK$931,000) lower/higher, mainly as a result
of higher/lower interest expense on floating rate

borrowings.

Credit risk
The credit risk of the Group mainly arises from
trade and other receivables and deposits with

banks and financial institutions.

In order to minimise the credit risk, management
has implemented internal control procedures for
determination of credit limits, credit approvals
and other monitoring procedures to ensure that
follow-up action is taken to recover overdue
debts. The Group generally requires customers
to pay a certain amount of deposits when orders
are made. In addition, the Group reviews the
recoverable amount of each individual trade
receivables at the end of each reporting period
to ensure that adequate allowance on impairment

losses are made for irrecoverable amounts.

As at 31 December 2017, 35% (2016: 44%) of
the Group’s total trade receivables comprises

receivables from the top five customers.
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3

FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.1

Financial risk factors (Continued)

(b)

(c)

Credit risk (Continued)

The Group manages its credit risk by dealing
with credit worthy customers. Credit risk is
managed by a credit evaluation process which
includes assessment and evaluation of existing

and potential customers.

For trading business, to reduce the Group’s
exposure to credit risk, the Group may request
deposits and immediate payment from certain of

their customers upon delivery of equipment.

The Group believes that adequate provision
for doubtful debts has been made in the
consolidated financial statements. To the extent
that information is available, management
has properly reflected revised estimates of
expected future cash flows in their impairment

assessment.

The Group has placed its cash within reputable
banks in Hong Kong, Mainland China and
Taiwan. Management does not expect any losses

arising from non-performance by these banks.

Liquidity risk

To manage the liquidity risk, the Group
monitors and maintains a level of cash and
cash equivalents deemed adequate by the
management to finance the Group’s operations
and mitigate the effects of fluctuations in cash
flows. The management monitors the utilisation
of bank borrowings and ensures compliance with

loan covenants.

Currently, the Group finances its working
capital requirements through a combination
of funds generated from operations and bank
borrowings. As at 31 December 2017, the
Group has available unutilised banking facilities
of approximately HK$1,449,454,000 (2016:
HK$2,030,530,000).
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3  FINANCIAL RISK MANAGEMENT
(CONTINUED)

3 BAw bR E R (A

3.1 Financial risk factors (Continued) 31 EEEEE )
(¢c)  Liquidity risk (Continued) (c) mEE=/E b ()
The following table details the Group’s NRFIIALEB N R
remaining contractual maturity for its financial BEEGABIE - g4
liabilities. For non-derivative financial SREEmMS > TRITER
liabilities, the table has been drawn up based A £E [ W] HE WY TR IB K B
on the contractual undiscounted cash flows of RO, UslBEZAH
financial liabilities based on the earliest date on FUHREREBEEH R - P&
which the Group is required to pay. The table ELFI S A S SRR -
includes both interest and principal cash flows.
Within
lyear 1-2years 2-5years Total
—EN  —EW4E WELE At
HK$’ 000 HK$ 000  HK$000  HK$’000
EWTT E%WTor B¥TT BWTx
At 31 December 2017 A —F—tHF+_H=Z+—H
Trade, bills and other payables
B 5p ME A MR~ B Ao S5 T Al B AT R 3K 1,085,855 - - 1,085,855
Bank borrowings (including interest)
AT & (A FE) 724,774 - - 724,774
Obligations under finance leases (including interest)
B ERE (BEAHR) 34 34 48 116
Net settled derivative financial instruments
DI s A2 mEem TR 667 - - 667
1,811,330 34 48 1,811,412
At 31 December 2016 A —~F—FE+_H=Z+—H
Trade, bills and other payables
B 50 ME A MR~ B Ao S5 T Al B AT R 3K 834,254 - - 834,254
Bank borrowings (including interest)
AT & (A FLE) 377,295 - - 377,295
Obligations under finance leases (including interest)
TR (BEFR) 33 33 78 144
Net settled derivative financial instruments
IR 2 e TH 1,276 - - 1,276
1,212,858 33 78 1,212,969
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FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.2

Capital risk management

The Group’s objectives when managing capital
are to safeguard its ability to continue as a going
concern in order to provide returns for the Company’s
shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost

of capital.

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new

shares or sell assets to reduce debt.

The Group monitors capital on the basis of the net
gearing ratio. This ratio is calculated as net debt
divided by total equity. Net debt is calculated as
total borrowings (including current and non-current
borrowings as shown in the consolidated balance
sheet) less short-term time deposits and cash and bank

balances.

The net gearing ratio at year end is as follows:
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2017 2016

—E LA e A

HK$’000 HK$’ 000

BT 5 W T o

Total borrowings (Note 29 and 30) & £ 48 %8 (Mt 5£29 %30) 711,190 372,314
Less: bank balances and cash (Note 25)

W BRAT A R KRB (B EE25) 615,057 307,970

Net debt &5 1% 58 96,133 64,344

Total equity i #E 4848 1,679,394 1,584,416

Gearing ratio & 7% & fig [t % 5.7% 4.1%
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FINANCIAL RISK MANAGEMENT
(CONTINUED)
3.2 Capital risk management (Continued)

3.3

(a)

Loan covenants

Under the terms of the major borrowing
facilities, the Group is required to comply with
the financial covenants that the gearing ratio

must be not more than 1.0 times.

The Group has complied with these covenants

throughout the reporting period.

Fair value estimation

The carrying value of all financial assets less

impairment provision are assumed to approximate

their fair values. The fair value of financial liabilities

for disclosure purposes is estimated by discounting

the future contractual cash flows at the current market

interest rate that is available to the Group for similar

financial instruments.

The financial instruments measured at fair value are

disclosed by the following measurement hierarchy:

Quoted prices (unadjusted) in active markets for

identical assets or liabilities (level 1).

Inputs other than quoted prices included within
level 1 that are observable for the asset or
liability, either directly (that is, as prices) or

indirectly (that is, derived from prices) (level 2).

Inputs for the asset or liability that are not based
on observable market data (that is, unobservable

inputs) (level 3).

3

S o I B o B ()

3.2

3.3

A L B PR ()

O -¢ €44
R T AR RE R
A AL H ZH S G AR AR LR
AAGHEH1.0FF 2 B 3258 o

AL R i 0 N R e
LE 45 25k

O A A

A7 4 2 7 22 B 411
A 19 2 UL A T (8
HIF o ATERER I - SRR
(B 357 5 1 L2611 L T
18 2 9 T 83 S L 7 0 L
B BT A T o

AT EF B Z /T BT 5

o HHIAE E SR R T T
ZHRME CRECTEE) (H518) -

o BRTERUEPIESE Z AL
%A E R E 2 A B
Ao AL E (RO a0 {5 4%)
B M (BP IR A ) (52
J&) -

o HEE A R IR MR T B
3% ik 2 A (B JE W] 38
A (553fE) -



3

FINANCIAL RISK MANAGEMENT
(CONTINUED)

3.3

Fair value estimation (Continued)

At the end of the reporting period, listed investment

classified as available-for-sale financial assets (Note

21) and derivative financial instruments (Note 24) that

are measured at fair value are classified under level 1

and level 2, respectively.

There were no transfers between levels 1 and 2 during

the year.

(a)

(b)

Financial instruments in level 1

The fair value of financial instruments traded
in active markets is based on quoted market
prices at the balance sheet date. A market is
regarded as active if quoted prices are readily
and regularly available from an exchange,
dealer, broker, industry group, pricing
service, or regulatory agency, and those prices
represent actual and regularly occurring market
The

quoted market price used for financial assets

transactions on an arm’s length basis.

held by the Group is the current bid price. These

instruments are included in level 1.

Financial instruments in level 2

The fair value of financial instruments that are
not traded in an active market (for example,
over-the-counter derivatives) is determined by
using valuation techniques. These valuation
techniques maximise the use of observable
market data where it is available and rely as
little as possible on entity specific estimates.
If all significant inputs required to fair value
an instrument are observable, the instrument is

included in level 2.

If one or more of the significant inputs is not
based on observable market data, the instrument

is included in level 3.
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FINANCIAL RISK MANAGEMENT
(CONTINUED)
3.3 Fair value estimation (Continued)
(b) Financial instruments in level 2 (Continued)
Specific valuation techniques used to value

financial instruments include:

. Quoted market prices or dealer quotes for

similar instruments.

. The fair value of forward foreign exchange
contracts is determined using forward
exchange rates at the balance sheet date,
with the resulting value discounted back to

present value.

. Other techniques, such as discounted
cash flow analysis, are used to determine
fair value for the remaining financial

instruments.

All the resulting fair value estimates of the
Group’s forward foreign currency contracts are

included in level 2.

CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS

Estimates and judgements are continually evaluated and are
based on historical experience and other factors, including
expectations of future events that are believed to be

reasonable under the circumstances.

The Group makes estimates and assumptions concerning
the future. The resulting accounting estimates will, by
definition, seldom equal the related actual results. The
estimates and assumptions that have a significant risk of
causing a material adjustment to the carrying amounts
of assets and liabilities within the next financial year are

discussed below.
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CRITICAL ACCOUNTING ESTIMATES AND
JUDGEMENTS (CONTINUED)

(a)

(b)

()

Estimated impairment loss on trade receivables

The accounting policy for allowance of bad and
doubtful debts of the Group is based on the evaluation
of collectability and ageing analysis of accounts
receivables and on management’s judgement. A
considerable amount of judgement is required in
assessing the ultimate realisation of these receivables,
including the current creditworthiness and the past
collection history of each customer. If the financial
conditions of customers of the Group were to
deteriorate, resulting in impairment of their ability
to make payments, additional allowances may be

required.

Allowances for inventories

The management of the Group reviews an ageing
analysis at the end of the reporting period, and makes
allowances for obsolete and slow-moving inventory
items identified that are no longer suitable for sales.
The management estimates the net realisable value
for such finished goods based primarily on the latest
invoice prices and current market conditions. The
Group carries out an inventory review on a product-
by-product basis at the end of the reporting period and

makes allowance for obsolete items.

Income tax

The Group is subject to income taxes in numerous
jurisdictions. Significant judgement is required in
determining the provision for income taxes. There
are many transactions and calculations for which
the ultimate tax determination is uncertain during
the ordinary course of business. Where the final tax
outcome is different from the amounts that were
initially recorded, such differences will impact the
income tax and deferred tax provisions in the period in

which such determination is made.

Recognition of deferred tax assets, which principally
relates to tax losses, depends on the management’s
expectation of future taxable profit that will be
available against which the tax losses can be utilised.
The outcome of their actual utilisation may be
different.
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REVENUE

Revenue represents the amounts received and receivable
for goods sold and services provided by the Group to
external customers, net of returns, allowances, discounts and
sales related taxes. Revenue recognised during the year is

analysed as follows:

W i

W 2t 1 AR B B T SRR S B g
3 e 5 T S R TR 2 R (B AR
B B T RS E AR BBLIE) o 4
W E FERR I AR < A TN

2017 2016

e Sl il ZERNAE

HK$°000 HK$’ 000

b e ok

Sales of goods # % & ¥ 4,862,823 4,220,614
Commission income 1] 4 UK % 15,263 27,478
Service fee income R %5 2 Ik 2 48,920 39,779
Ticketing and touring income %% 5 Jife # Uk %5 869 872
Others H:Ath 431 611
4,928,306 4,289,354

SEGMENT INFORMATION

The Chief Operation Decision-Maker (“CODM”) has
been identified as directors of the Company. The CODM
reviews the Group’s internal reporting in order to assess
performance and allocate resources. It determined the
operating segments based on these reports. The Group is
currently organised into two operating segments — trading
and manufacturing. These segments are the basis on which

the Group reports its principal activities information.

Trading — trading and distribution of chemicals,
materials and equipment used in the
manufacturing of printed circuit boards

and electronic products

Manufacturing — manufacturing of electrical and

electronic products
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6 SEGMENT INFORMATION (CONTINUED) 6 aSEER (H)

The segment information for the year ended 31 December BEZFZ—-tHEt+HA=+—HILFEE
2017 is as follows: ZAEERR

Trading Manufacturing Others  Eliminations  Consolidated

5 U351 HAt 1 8 e

HK$°000 HK$°000 HK$°000 HK$°000 HK$°000

% T W T W T W% T W% T

Revenue M #

External sales #P & & & 4 2,039,642 2,855,547 33,117 - 4,928,306
Inter-segment sales 43 [A] 8 # &R 192,029 3,153 16,293 (211,475) -
Total %8 2,231,671 2,858,700 49,410 (211,475) 4,928,306

Results 3 %

Segment results 73 #5245 81,319 99,892 (21,850) 191 159,552

Finance income Bl EUTA 2,632 733 25 - 3,390

Finance costs il & i 4 (1,191) (9,737) - - (10,928)
82,760 90,388 (21,825) 191 152,014

Share of profit of a joint venture
P A — [ 6 28 2 ) 2 i 711
Write-back of impairment of

amount due from a joint venture

JRE M — [ % A ) TR 1 22 4 305
Profit before income tax P 7 75 Bi il i £ 153,030
Income tax expense JIT 15 3 (39,182)

Profit for the year 7% 4F: i i 1] 113,848



SEGMENT INFORMATION (CONTINUED)

The segment information for the year ended 31 December

6

g1 5 E B (A7)

R A L N,

2016 is as follows: ZAEERMT
Trading Manufacturing Others  Eliminations ~ Consolidated
85 e 36 HAth i ety
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
T o O T T T T T T
Revenue M &
External sales 5l 8 & 1,609,297 2,616,917 63,140 - 4,289,354
Inter-segment sales 435 41 8% # &1 180,176 2,877 12,596 (195,649) -
Total 4% 1,789,473 2,619,794 75,736 (195,649) 4,289,354
Results 3 %
Segment results 7 3 ¥4 38,703 67,324 (12,110) 1,029 94,946
Finance income il &Y A 2,504 1,678 373 - 4,555
Finance costs il & L7 (506) (5,114) 2) - (5,622)
40,701 63,888 (11,739) 1,029 93,879
Share of loss of a joint venture
P —MGE AR ZER (221)
Provision for impairment of amount
due from a joint venture
JE Wi — TR] 45 78 /A ) R gl (B 2 Bl (305)
Profit before income tax F& T 15 B4 i 15 £ 93,353
Income tax expense 7 1548 3 (41,152)
Profit for the year 7% 4F i i 7 52,201
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SEGMENT INFORMATION (CONTINUED)

The segment assets and liabilities as at 31 December 2017

6 EEMR (A

AR —-LFEF A= HZEE

are as follows: EHEAFWT
Trading  Manufacturing Others Consolidated
5 s HA e
HK$°000 HK$°000 HK$°000 HK$°000
T T T T
Assets & &
Segment assets 73 # & & 1,164,279 2,239,548 106,645 3,510,472
Liabilities £ fi{
Segment liabilities 73 #F £ fif 489,105 1,318,508 23,465 1,831,078
The segment assets and liabilities as at 31 December 2016 R_F—=ANET A= —HZAHE
are as follows: EBLA AR
Trading Manufacturing Others Consolidated
55 Wik HAl HE
HK$’ 000 HK$’ 000 HKS$’ 000 HK$’ 000
T T T T T T
Assets & B
Segment assets 43 76 & 7 959,327 1,723,806 139,198 2,822,331
Liabilities £1
Segment liabilities 43 & i 336,176 875,718 26,021 1,237,915




6

SEGMENT INFORMATION (CONTINUED) 6 SHE R ()
An analysis of the Group’s other segment information is as AR ] 2 Ho A oy SR AT A
follows:
Trading  Manufacturing Others Consolidated
287] ik Hi e
HK$°000 HK$°000 HK$°000 HK$°000
T T BT T
For the year ended 31 December 2017
BE-Z-tET A=t -HILFE
Capital expenditure & 7% B 5% 14,881 12,197 651 27,729
Depreciation of property, plant and equipment
ERY VSR 11,805 30,281 4,978 47,064
Amortisation of land use rights - i i i #E 4 8 - 360 - 360
Amortisation of intangible assets T & 7 # &1 97 2,522 - 2,619
For the year ended 31 December 2016
BE-Z-AE+ZA=+—RIEE
Capital expenditure % 7% B 37 12,888 12,258 1,115 26,261
Additions to intangible assets ¥ & ¥ & & 776 - - 776
Depreciation of property, plant and equipment
UENN & R 12,247 36,173 5,920 54,340
Amortisation of land use rights = b {ifi F 4 &4 - 361 - 361
Amortisation of intangible assets fEF¥ & pE f# & 481 2,522 - 3,003

Analysis of the Group’s revenue by geographical market is

as follows:

A ] 2 i [ T 85 B 2 Wi A AN R

2017 2016

—F L RN

HK$°000 HK$’ 000

T ok

North America 1t 3% ¥ 929,427 912,307

Europe ik ¥ 1,032,457 921,352
Hong Kong, Mainland China and Taiwan

U PR A B 2,665,634 2,124,251

Others H il 300,788 331,444

4,928,306 4,289,354

The total non-current assets other than intangible
assets and deferred tax assets located in Hong Kong,
Mainland China and other countries are HK$75,137,000
(2016: HK$75,736,000), HK$452,354,000 (2016:
HK$468,344,000) and HK$71,435,000 (2016:
HK$65,459,000), respectively.

fL A 7 s~ P B Al R oA R > Ok
MEEEAME (FUFTEEEE KE
JE B IE B EE) 43 Bl 2 W #75,137,0000T
(ZF— 754 #%75,736,00000) ~
7 #452,354,00000 (& — N4 ¥
468,344,0007%) K # ¥71,435,00000 (=
F—INF i %65,459,00000) ©



OTHER GAINS

o Ath W i3

2017 2016
g e
HK$°000 HK$’ 000
BT T T
Dividends from available-for-sale financial assets
AT R A RE 931 608
Government subsidies (Note)
R ol S (B ) 6,140 7,381
Gain on disposal of available-for-sale financial assets
B AT B R 2 AR - 3,549
7,071 11,538

Note: It represents subsidies received from certain PRC local

BEGE - SRR T o B T UM A B B i

government authorities. HhRE o
OPERATING PROFIT 2w M
Operating profit is stated after charging/(crediting) the B R TN (FFA) T 54 115
following: B HE -
2017 2016
o S s TR N
HK$°000 HK$’ 000
#WTou BT T
Auditors’ remuneration: % 2§ fifi Bl £ -
— Audit services F 1% IR B 2,709 2,946
— Under-provision for prior year #3 {4 B # {fi 1~ 2 31 300
— Non-audit services JF % 4% I 55 648 609
Net provision for/(write-back of) impairment
loss on trade and other receivables
B 5y T A USRS 2 W (B s 1R
(FE A 1)) 5,063 (1,252)
Write-back of obsolescence of inventories
R85 17 65 138 4 138 [ (328) (431)
Operating lease rentals in respect of land and buildings
T T 2 REHEM S 27,153 22,729
Net foreign exchange losses [ .5 15 1§ #H 10,567 9,052
Loss/(gain) on disposal of property, plant and equipment
HEME - BB LM kR k) 788 3)
Net fair value losses on derivative financial instruments
A7 A= 4 il T H 22 08 T e 480 AR 4,197 2,896




EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS)

D B A B S (6 9% 3 35 <)

2017 2016
—E b I AN
HK$°000 HK$’ 000
w8 T BT
Salaries, wages, commission and allowances
e TE - e R 600,718 563,891
Pension costs — contributions to defined contribution plans (Note (a))
RAR G A — 1 B R K (M T (a)) 9,749 9,695
Pension costs — contribution to defined benefit plans (Note 31)
B B A — 1) S A A A (R RE3 ) 336 377
Social security costs 1 € ff# & i A 42,314 41,244
653,117 615,207

(a)

Where there are employees who leave the defined
contribution plans prior to vesting fully in the
contributions, the contributions payable by the Group
are reduced by the amount of forfeited contributions.
There were no forfeited contributions utilised in this

manner during the year (2016: Nil).

At the end of the reporting period, there are no
significant forfeited contributions, which arose upon
employees leaving the retirement schemes and which
are available to reduce the contributions payable by

the Group in future years.

The total employer’s contribution to the above
retirement schemes and other local arrangement
charged to the consolidated income statement, net of
forfeited contributions, amounted to approximately
HK$9,749,000 (2016: HK$9,695,000).

(a)

A B AE A 3R A A o AR R
BEEREE I > 7 ] A At R
B WCBE TR o A8 AR N A DAy 5K
B A2 RS (—F— R
4 ) o

T AR - MR AR DR A AR AR A
w0 T A AT (AT A B B R A
A B AT B BRI K

{8 bl AR R FE S B At i
ﬁ%ikz{ﬁ*”%%%EBAA1#%UiFﬁ%%W
FOBR - 8 P E R R B A
#59,749,0007C (= ZF — 784 « Wk
9,695,0007C) ©



9 EMPLOYEE BENEFIT EXPENSES (INCLUDING
DIRECTORS’ EMOLUMENTS) (CONTINUED)

(b)

Five highest paid individuals

The five individuals whose emoluments were the
highest in the Group for the year include four (2016:
five) directors whose emoluments are reflected in the
analysis shown in Note 10. The emoluments payable

to the remaining one (2016: nil) individual during the

9
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(b) HEAEEHMAL
AR BEA SR B e B 2 LA
AT EIEIL (ZF—RE: )
W P 2 A R Wi B EE 10T
RZAHTIA - 4F R EAT T H g — 4
(ZF—RF | ALEZz@4am

year are as follows: e
2017 2016
Sk e
HKS$’ 000 HK$’ 000
W T T
Basic salaries, other allowances
and benefits in kind
FEAH B ARG KB A i 2,149 -
Bonuses {& 4L 976 -
Pension costs — defined contribution plans
IR AR — FLE G 106 -
3,231 -
The emoluments fell within the following bands: P 4 A S DA i [

Number of individuals
A8
2017 2016
R b “E N

Emolument bands /¥4 & &
HK$3,000,001 — HK$3,500,000
##3,000,001 7T £ # ¥63,500,0007C




10 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURE REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE
OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HONG KONG LISTING RULES)

(a) Directors’ and chief executive’s emoluments
The remuneration of every director and the chief
executive for the year ended 31 December 2017 is set
out below:

Emoluments paid or receivable in respect of a person’s

services as a director, whether of the Company or its

10 350 i M dR OB 08 7 v (O W B
Bl (SB622%) 5383k ~ (4 Wl (%
7 R 48 OB L) (38 622G %)
B g il i B 2 AR B 9

(a) FHFAEFELFBABZHME
WEE-ZF—tLHFE+ A =+—
HiFFESAES K FEETEHA
B2 HMEE R

1 7 A % ) oL Y Ja s W 2 B
i £ A IR B 2 A - 2 4 A sl i

subsidiary undertaking: .
Other emoluments
paid or receivable
in respect of
director’s other
services in connection
with the management
of the affairs of
the Company or
its subsidiaries
Employer’s undertaking
contribution to REEREREN
g a retirement
DISCT(::;ILB;.VS Allovancesand ~ Denefit scheme KRR B
(note) ~ benefits in kind Rk LEBERA
Fees Salary i HH R ithz T LE Total
Wt B OB EEEE BIRR BEQMMG it
HKS'000 HKS'000 HKS000 HKS000 HKS 000 HKS$'000 HKS'000
BETE BETE WEFR BEFE BETE BETE EETR
Executive directors: #17E% :
Senta Wong T 185 8727 1348 996 409 - 12,665
Edward Ying Chun Tsui 73 % 185 5,150 1818 - 258 - 1411
Byron Shu Chan Ho il ¢ 185 4707 1781 - 3% - 6,908
Bengie Man Hang Kwong P41 120 4499 1974 - 2 - 6818
Vinci Wong (note i) ¥ 855 (Hti) 40 k1] 85 - 0 - n
Victor Jui Shum Chang (note i) #54¢ (Hrit) 105 512 18 - 6 - 751
Hamed Hassan E-Abd (note ii) (i) 80 205 - 10 101 - 2,643
Non-executive directors: £ H {78 % :
Hamed Hassan E1-Abd (note i) (i) 40 - - - - 160 200
Andrew Sheu, Hsu Hung Chieh 777/ m m - - - - 500
Leung Kam Fong (note i) 755 7 (H7kiii) 60 - - - - - 60
Independent non-executive directors:
Bithnes:
Yip Wai Chun 475 120 60 - - - - 180
Leung Kam Fong (note i) 755 7 (H7kiii) 60 3 - - - - 90
John Ho (note iv) {7 £9% (Hr3Eiv) 60 3 - - - - 90
Philip Wan Chung Tse 7% 120 60 - - - - 180
Gene Howard Weiner (note iv) (ffiv) 60 - - - - - 60
Arnold Hin Lin Tse (note v) B E (i itv) 60 - - - - - 60
1,703 26,644 8,134 1,206 1,240 160 39,087




10 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURE REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE
OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HONG KONG LISTING RULES) (CONTINUED)

(a)

Directors’ and chief executive’s emoluments
(Continued)

The remuneration of every director and the chief
executive for the year ended 31 December 2016 is set

out below:

Emoluments paid or receivable in respect of a person’s

services as a director, whether of the Company or its

subsidiary undertaking:

10 #0045 M HE i (R IR 7% ¥ (0 )

By (356223 ) 53831 ~ (2 7 (#
FEEHEMZER) BH) (B622GH)
EEE LT R WE) (4

(a) FHFRIEBITHARZIMSE 4)

NBE - Z—ANFE+_H=+—
b 4F R g 4 3 o ) £ BAT BN
BZHMEs T

1 F A % i) oL Y Ja s W) 2 B
2 AR B 2 At B o B i
24

Other emoluments
paid or receivable in
respect of director’s

other services in

connection with

the management of

the affairs of the

Company or its

Employer’s  subsidiaries undertaking

Discretionary contributionto 57 H it HLAE
bonuses ~ Allowances and aretirement 7/ 7l B S B/
(note)  benefitsinkind  benefitscheme 7 HHEAEZHM
Fees Sry - WIFILAL BAR RKERGE  REmMCEN Total
s o W&H) "WHE  CREME ElccHbme 5t
HKS' 000 HKS' 000 HKS' 000 HKS' 000 HKS$' 000 HKS’ 000 HKS’ 000
BT BT T T BT BT BT
Executive directors: /7% % :
Senta Wong T 4 181 8424 1,326 996 397 - 1134
Edward Ying Chun Tsui 1% 181 5,000 970 - 250 - 6,401
Byron Shu Chan Ho % 181 4570 934 - 28 - 5913
Bengie Man Hang Kwong 1 (1 120 4368 1,047 - 28 - 5,953
Hamed Hassan El-Abd 120 3,075 274 360 147 - 3976
Non-executive directors: F#T# ¥ :
Andrew Sheu, Hsu Hung Chich 3 7 7 1 - - 16 - 624
Leung Kam Fong 4 % 120 - - - - - 120
Independent non-executive directors:
Buings:
Yip Wai Chun 245 120 60 - - - - 180
Tohn Ho 147 120 60 - - - - 180
Philip Wan Chung Tse % 120 60 - - - - 180
Gene Howard Weiner 120 - - - - - 120
1,600 26,008 4751 1,356 1,256 - 34971
Note: Discretionary bonuses are determined based on Msk - MIETEAL DR R B -

performance.



10 BENEFITS AND INTERESTS OF DIRECTORS 10 FHMLERS (HEFEB A%

(DISCLOSURE REQUIRED BY SECTION 383 OF By (556227%) 383 ~ (A 7 (3%
THE HONG KONG COMPANIES ORDINANCE TEFNEER) H M) (5F622G%)
(CAP. 622), COMPANIES (DISCLOSURE REBLETHRNZHEHEE) (&)

OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HONG KONG LISTING RULES) (CONTINUED)

(a)

(b)

Directors’ and chief executive’s emoluments (a) EHEEAFEFTBABZME (4)
(Continued)
Aggregate emoluments

paid to or receivable

Aggregate emoluments by directors in respect of
paid to or receivable their other services in
by directors in respect of connection with
their services as directors, the management of
whether of the Company or the affairs of the Company or
its subsidiary undertaking its subsidiary undertaking
R AR O ] o 7 A A K 2 W B
BB 4 ) off 4 4 2 JLFH I 2y vl 2 8 A B A Total Total
T AoF sl Wi 2 T < 4 I 5 i L sl M T A At At
2017 2016 2017 2016 2017 2016
I Sl v ZENE —F L “ENE i CERE
HK$°000 HK$’ 000 HK$°000 HK$’ 000 HK$°000 HK$’ 000
4 T T o L T T o L T T oo
1,703 1,600 37,384 33,371 39,087 34,971
None of the directors waived any emoluments during wEgE " FE—LtFELE_FE—NF+_H
the years ended 31 December 2017 and 2016. =+ —H IR s M T 25 AT (o
4 o
Directors’ retirement benefits and termination (b) T FE B AR BBk R 25
benefits
None of the directors received or will receive any R MmEHEERANT REH
retirement benefits or termination benefits in respect [tf &8 2N =) B AR IR %Sm0 2 Ui BB %
of their services to the Company and its subsidiaries Wi BT ] 3B AR 4 A B BRI A1) 25 (—

for the year (2016: Nil). F—INAE )



10 BENEFITS AND INTERESTS OF DIRECTORS
(DISCLOSURE REQUIRED BY SECTION 383 OF
THE HONG KONG COMPANIES ORDINANCE
(CAP. 622), COMPANIES (DISCLOSURE
OF INFORMATION ABOUT BENEFITS OF
DIRECTORS) REGULATION (CAP. 622G) AND
HONG KONG LISTING RULES) (CONTINUED)
(c) Consideration provided to third parties for making

available directors’ services
During the year, the Company did not pay any
consideration to any third parties for making available

directors’ services to the Company (2016: Nil).

(d) Information about loans, quasi-loans and other
dealings in favour of directors, controlled bodies
corporate by and connected entities with such
directors
There were no loans, quasi-loans and other
dealings entered into by the Company or subsidiary
undertaking of the Company, where applicable, in
favour of the directors, or body corporate controlled
by or entities connected with any of the directors at
the end of the year or at any time during the year
(2016: Nil).

(e) Directors’ material interests in transactions,
arrangements or contracts
No significant transactions, arrangements and
contracts in relation to the Group’s business to which
the Company was a party and in which a director of
the Company had a material interest, whether directly
or indirectly, subsisted at the end of the year or at any

time during the year.

Notes:
i) Appointed on 1 September 2017.

(ii))  Re-designated from an Executive Director to a Non-
executive Director with effect from 1 September 2017.

(iii) Re-designated from a Non-executive Director to an
Independent Non-executive Director with effect from
1 July 2017.

(iv)  Retired on 1 July 2017.

(v)  Appointed on 1 July 2017.
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FINANCE COSTS, NET

11 BE&E WA » A

2017 2016
= RN
HK$°000 HK$’ 000
#EWHT o BT
Interest income on: S LA :
— bank deposits $R1T 77 K 3,061 4,351
— others HAth 329 204
33 4,555
Interest expense on: F| & 3 i :
— bank borrowings and overdrafts $R 1T (& & &% % (10,927) (5,621)
— finance leases Ml &1 & @® (D
__________ 10928) (5622
Finance costs — net fill & A< — {F (7,538) (1,067)
INCOME TAX EXPENSE 12 Pi i Bi 3 ih
2017 2016
gL e
HK$°000 HK$’ 000
BT T
Current income tax R B8 7 15 8
— Hong Kong profits tax 7 i | 3 Bl 12,512 4,368
— Other jurisdictions including PRC corporate income tax
HoAtr Rl A eI > B4R o B A 36 BT 1S 21,910 22,756
34,422 27,124
Under/(over) provision in prior years
WAL AN 2 CRBE )
- Hong Kong 7 5 (187) (184)
— Other jurisdictions including PRC
Fofts mERE I > FL 45 o B 654 5,703
467 5,519
Deferred income tax (Note 20) # #iE fiT £5 8 (Fff 5£20) 440 (1,173)
Withholding tax on dividends paid by subsidiaries
AL B 2 W 2 R A IR R 2 BB IE 2,300 7,390
Withholding tax on management/service fee paid by subsidiaries
MMBARCCAER Rz mdn 188 2,292
39,182 41,152
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INCOME TAX EXPENSE (CONTINUED) 12
Hong Kong profits tax has been provided for at 16.5%
(2016: 16.5%) on the estimated assessable profit for the
year. The subsidiaries established in the PRC are subject
to corporate income tax rate of 25% (2016: 25%). The
subsidiaries in Taiwan are subject to corporate income
tax rate of 17% (2016: 17%). Taxation arising in other
jurisdictions is calculated at the rates prevailing in the

relevant jurisdictions.

The tax on the Group’s profit before income tax differs from
the theoretical amount that would arise using the tax rate
applicable in Hong Kong to profits of the group companies

as follows:

Pt B S iy (4F)

B Vs RSB T A 4F B 2 Ah 5 E LB i
4% B H16.5% (ZF —N4FE 1 16.5%)
FHRABAE o 7 R B T 2 B A R AR
25% (. F—7N4F 1 25%) BLRBIR A 2
FR8L - A MR AR EIK17% (%
— NI 17%) BLERBANA R TR o H
by T 3 HE R 2 B T ) 42 A R R T [
MZBEFH -

A B2 18 B B A5 i i M 2 A T L £ 1) i
A i R A B R 2 B
iR ZE RN -

2017 2016
- Sl i S RN
HK$°000 HK$’ 000
#WTou T
Profit before income tax B 7 15 B il i F1 153,030 93,353
Tax calculated at domestic tax rate of 16.5% (2016: 16.5%)
e B R16.5% (% —/N4F 1 16.5%) w1 2 BLIA 25,250 15,403
Effect of different tax rate of operations in other jurisdictions
oAt = 35 I K ST 2 AR B R 2 R B 6,130 1,344
Tax effect of expenses not deductible for tax purposes
AT B S22 BB R 3,990 5,177
Tax effect of income not taxable for tax purposes
P HRR B 2 B 3 2 (1,352) (2,202)
Utilisation of tax losses previously not recognised
) JH S AR Al R 2 BT S 1R (6,562) (1,797)
Tax effect of tax losses not recognised
R Tl T E S 4R 2 B Y 7,603 6,959
Effect of tax exemptions granted to foreign subsidiaries
i ST B > W P BB T e 2 B 13 -
Under provision in prior years 8 £ 4F i # f#§ A £ 467 5,519
Withholding tax on dividends, management/service fee
paid by subsidiaries
B 2 R SR RS - R IRBS 2 2 B IE 3,853 9,682
Others HAtt (210) 1,067
Income tax expense 7 15 i 3 39,182 41,152




13 EARNINGS PER SHARE

(a)

(b)

Basic

Basic earnings per share is calculated by dividing the
profit attributable to owners of the Company by the
weighted average number of ordinary shares in issue

during the year.

13 FRAaR
(a) HAK
B 1 B AR B R Y 4 A ) BE A R
AL R R BR LR N O 88 1T
780 T RE S 1) RO

2017 2016
“F Lk AN
Profit attributable to owners of the Company
(Hong Kong thousand dollars)
Ay FHE 5 5 A EAG A (T o0) 111,471 45,164
Weighted average number of ordinary shares in issue
(thousands)
C B4 0 268 5 o - 3% e () 750,680 752,236
Basic earnings per share (Hong Kong cents per share)
I Je S A J ) (B A1) 14.85 6.00

Diluted

Diluted earnings per share were the same as the basic
earnings per share for the year ended 31 December
2017 and 2016 as there were no dilutive potential

ordinary shares in existence during both years.

(b) ¥
MREE —F—-bEHER T A
FE4 T H =1 — HIRFE R
TEHEME A B > WG A 2 B
S0 28 ) 5 ) R A SRR A
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DIVIDENDS 14 kB
2017 2016
S CE N
HK$°000 HK$’ 000
W T BT T
Interim dividend, paid, of HK$0.01 (2016: HK$nil) per share
HHIBCE > C AT B 0.0 0T (= F — N4 - IR ) 7,522 -
Final dividend, proposed, of HK$0.06 (2016: HK$0.035) per share
RWIE > 2 B 10.0670 (& —/N4F « #150.03570) 43,915 26,328
51,437 26,328

The final and interim dividends paid in 2017 were
HK$26,328,000 (HK$0.035 per share) and HK$7,522,000
(HK$0.01 per share) respectively. The final dividends
paid in 2016 were HK$22,567,000 (HK$0.03 per share).
A final dividend in respect of the year ended 31 December
2017 of HK$0.06 per share amounting to a total dividend
of HK$43,915,000, which taken into account the effect
of repurchase and cancellation of shares subsequent to 31
December 2017 and up to the date of these consolidation
financial statements, is to be proposed at the annual general
meeting on 21 June 2018. These consolidated financial

statements do not reflect this dividend payable.

LAND USE RIGHTS
The Group’s interests in land use rights represent prepaid
operating lease payments and their net book values are as

follows:

15

AT — LA IRAT Z R M B R W )
Al A #026,328,0007C (4 % # #0.035
JC) K s 7,522,0000T (5 | #0.01
J6) ° A ZE—NAERM Z K IRE B
5 %522,567,00070 (4 it i #0.0370) -
Mo E—EENA Z+— BT RH
BEREG o RO ERIREERE
F—tEFLZA=ZT—HIEFEZ AN
i B4 BV 50,06 T - B AREBL AR A 4L
W #543,915,0000C > E PO EFRR ZF
—tF A=t -HEXKEENRES
B BB R R F M Ak B ] R R B R 2 R
B o WA U BATS R 7% 31 A S ot TE JE
4 BB

k- A5 )
ACAE [ 2 - M D B 5 LA A AR
BROR > HERmFEM T

2017 2016

—E b e

HK$°000 HK$’ 000

wH T T T

At 1 January Hw—H—H 12,944 13,305
Amortisation 8 (360) (361)
At 31 December A+ _H =+—H 12,584 12,944




16 PROPERTY, PLANT AND EQUIPMENT

16 Y3 ~ W Bk i

Medium- Leasehold
Freehold term improve-
land and leasehold ments,
buildings factory furniture
in overseas premises  Machinery ~and fixtures
Y KA in the PRC and  HEME Motor
ERELH PEORPH equipment  H % KR vehicles Total
BHs  HAKE BERRE R#E R bk
HK$000  HK$°000  HK$000  HK$'000  HK$'000  HK$ 000
WL ¥ W W% Fr B%Tr B%Tx
Net book amount at 1 January 2017
WoF—tE—H—HZERFE 48,155 347,018 108,245 23,316 5,446 532,180
Exchange translation adjustments [ 5 3 % 4,215 75 3,683 403 2M 8,647
Additions 7 & 754 2,026 19,853 1,683 3413 27,729
Disposals - (113) (1,873) (132) (297) (2,415)
Reclassification % 77248 - (3,039) 3,064 (25) - -
Depreciation 7% (1,012) (13,803) (25,896) (4,490) (1,863) (47,064)
At 31 December 2017 4 ~F—+t 4+ -A=+—H 52,112 332,164 107,076 20,755 6,970 519,077
At 31 December 2017 R =ZF—+EF+-A=+—H
Cost A 64,049 513,472 595,153 143,631 28,807 1,345,202
Accumulated depreciation and impairment
ST E R E (11,937)  (181,308)  (488,077)  (122,876) (21,927)  (826,125)
Net book amount ff /i 1 {H 52,112 332,164 107,076 20,755 6,970 519,077
Net book amount at 1 January 2016
WZF—RNE—A—H IR E 48,095 355,832 124,934 27,208 6,653 562,722
Exchange translation adjustments [ 5t 4 % 788 (57) (2,192) (275) (87) (1,823)
Additions 7 & 178 5,695 17,182 2,264 942 26,261
Disposals if} & - - (598) (12) (30) (640)
Reclassification /4 177 (177) - - - -
Depreciation {ff (1,083) (14,275) (31,081) (5,869) (2,032) (54,340)
At 31 December 2016 8 ~ZF—~%E+-A=+—H 48,155 347,018 108,245 23,316 5,446 532,180
At 31 December 2016 1A ~ZE—A%E+ - A=+—H
Cost L& 58,178 514,464 578,735 141,180 27244 1,319,801
Accumulated depreciation and impairment
ZEHTE R (10,023)  (167.446)  (470490)  (117,864) (21,798)  (787,621)
Net book amount i I # {f 48,155 347,018 108,245 23316 5,446 532,180
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INTANGIBLE ASSETS 17
Intangible assets represent computer software, technical

know-how acquired by the Group and internally generated

TR R AN B T I 2 IR
Al 60k B 1 90 7 A 2 i B B AR o A

product development costs. Movements in intangible assets WITE & 2 BB T
during the year are as follows:
Internally
generated
product
development
costs
Computer Technical P E A
software know-how  Z 7 fih i B Total
8 i 2 7 540 AR At
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000
T o T BT BT
Year ended 31 December 2017
BWE-Z—-LHET-A=T—HILEE
Opening net book amount ¥ i 1 {5 {0 5,044 760 - 5,804
Amortisation # § (2,522) 97 - (2,619)
Closing net book amount i 7 i 1 i (£ 2,522 663 - 3,185
At 31 December 2017 8 =% —t4F+ = =+—H
Cost B4 12,610 8,586 10,769 31,965
Accumulated amortisation and impairment
ZLET B S R (10,088) (7,923) (10,769) (28,780)
Net book amount H 1 i {f 2,522 663 - 3,185
Year ended 31 December 2016
WE =T —AET A=t — B IR
Opening net book amount 1 #7 % [ {% (€ 7,566 465 - 8,031
Additions ¥ & - 776 - 776
Amortisation Hf & (2,522) (481) - (3,003)
Closing net book amount 3 7 M 1 % {H 5,044 760 - 5,804
At 31 December 2016 A —“F—FE+_H=Z+—H
Cost A& 12,610 8,586 10,769 31,965
Accumulated amortisation and impairment
Z T 8 % e (E (7,566) (7,826) (10,769) (26,161)
Net book amount HE [ {# {H 5,044 760 - 5,804

Amortisation of HK$2,619,000 (2016: HK$3,003,000)
are included in “depreciation and amortisation” in the

consolidated income statement.

He 2 619,0007C (& — /N4E - B
3,003,0007C) 2 #8565 75 & HF A &
ZTHrEE R BRes 1A o
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INTERESTS IN JOINT VENTURES 18
The Group holds 50% of the voting rights of its joint
ventures. The Group has joint control over these
arrangements as under the contractual agreements,
unanimous consent is required from all parties to the

agreements for all relevant activities.

The Group’s joint arrangements are structured as limited
companies and provide the Group and the parties to the
agreements with rights to the net assets of the limited
companies under the arrangements. Therefore, these entities

are classified as joint ventures of the Group.

G- F4 £

AL A LGB A AIS0% B A o A&
A5 AR OR & 4 1h w3 5% 55 2 PEHE A7 3L [
P RE > e U0 A B 9 8 3 2 B ek A
T2 — B -

ALEGE R ZAEMBARAF - W
A AR T T o e T 045 7 R BR E  DE
AEEARAFZEEFE - Ft - #&
SFEENEAALEZAEAT -

T

2017 2016
“® Lk e
HK$°000 HK$’ 000
i 0 T 0T T
Share of net assets of unlisted joint ventures

AL IE A8 A Rl 2 711 -
Amounts due from joint ventures & i & & 28 7 K IH 389 682

Write-back of/(provision for) impairment of amount due

from a joint venture

B WS — [H] £ 7 )RR BB 2 B T (A 305 (305)
1,405 377

The amounts due from joint ventures are unsecured,

interest-free and are not repayable within one year.

There are no contingent liabilities relating to the Group’s

interests in its joint ventures.

JE W 7 F O G SIS AT~ S B K
JHIA —AF N AH I -

S S 9 B A SR WA & o FIHE AR 2 SR
FfE -
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INTERESTS IN JOINT VENTURES
(CONTINUED)

Set out below are the joint ventures of the Group as at 31
December 2017.

18

HEAFZHE

a
B

o

(7

)

NXHINR —F—EFE A=t —H
ZALEHGERNF -

Place of Proportion of
incorporation/ nominal value
registration/ of issued capital
operation held by the Group
Form of GALY NV Class of share held KM ik
Name of entity business structure CAU VS -+ A CHEITRA Principal activities
1 E ERERERA EiE T R WG FEREH
Wesi Technology Limited ~ Incorporated Hong Kong Ordinary 50%  Semi conductor equipment
FE AL i Lk distribution
ViRt Bl
MEBEAHERAT Wholly-owned foreign ~ Taiwan Contributed capital 50%  Semi conductor equipment
enterprises fiE & distribution
2HIERE UEiRR L
MERAHRAT Wholly-owned foreign ~ PRC Contributed capital 50%  Semi conductor equipment
enterprises i & distribution
ERIMERE kiR B

Set out below is the summarised consolidated financial
information for Wesi Technology Limited which is

accounted for using the equity method.

™ SCH A

5k A MR Z Wesi

Technology Limited & f}f W4 %5 &R 22

Summarised consolidated balance sheet A EREABEME
2017 2016
S e
HK$°000 HK$’ 000
T i o T
Current i B
Total current assets i B & & 48 (H 5,155 6,632
Total current liabilities (including trade payables)
B A A (R 5 AT IR (3,771) (6,967)
Non-current JE i B
Assets & 47 30
Net assets/(liabilities) & &, (8 {&) & {i 1,431 (305)
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INTERESTS IN JOINT VENTURES
(CONTINUED)

18

aEavZis (4)

Summarised consolidated income statement A OF A i 3 hg 2
2017 2016
—E2—LH TR NF
HK$°000 HK$’ 000
WwIET U ki cam nin
Revenue UK % 12,141 8,092
Profit/(loss) after income tax % Ff 881 4% %5 #  (&518) 1,870 (780)

The information above reflects the amounts presented in
the financial statements of the joint ventures, adjusted for
differences in accounting policies between the Group and

the joint ventures, if any.

SUBSIDIARIES
Particulars of the Company’s principal subsidiaries at 31
December 2017 are set out in Note 37 to the financial

statements.

Summarised financial information on subsidiary with
material non-controlling interests

Set out below is the summarised consolidated financial
information for Taiwan Kong King Co., Limited, a
subsidiary of the Company listed in Taiwan which has non-

controlling interests that are material to the Group.

19

Ea R RS A B R BB 2
SH WOHAEHESEAFMZ G
AEBOR 22 B AR R () -

Wi 8 24
AXFARF LT AS A2
L B 24 AR B A M 37 -

i A oK ) R O W] 2
&R

N SCH B A A SR T S JE R 2 FF
P VERE i 2 AN F] B ¥ E TR A R

BEEE o
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SUBSIDIARIES (CONTINUED)

Wit J&§ 2 W) (A7)

Summarised consolidated balance sheet A EEABEENE
2017 2016
S CE N
HK$’000 HK$’ 000
Tt o
Current i B
Assets & FE 192,924 202,654
Liabilities & & (43,552) (54,039)
Total net current assets i B & & 485 {H 149,372 148,615
Non-current JE i B
Assets & 92,232 88,633
Liabilities £ i (8,797) (7,425)
Total non-current net assets JF MBI HEMWE 83435 81208
Net assets & 7 i 232,807 229,823
Summarised consolidated income statement A OF A i 3 g 2
2017 2016
R N
HK$°000 HK$’ 000
Tt i aT
Revenue U % 204,718 221,345
Profit before income tax B i £ Bt i 15 F 8,313 24,938
Income tax expense T 158 37 i (1,559) (5,443)
Profit for the year 7% 4 Ji #5 6,754 19,495
Other comprehensive loss H il 53 15 i 16 (3,910) (906)
Total comprehensive income %7 £ W #5 #8 #H 2,844 18,589
Total comprehensive income allocated to
non-controlling interests
43 B0 2 I 45 o) AE A 2 A A W AR AR 294 1,077
Dividends paid to non-controlling interests
AT T I e o i 2 B B 2,356 2,274




19

20

SUBSIDIARIES (CONTINUED) 19 FiE 2w ()
Summarised consolidated cash flows R e T
2017 2016
“F Lk e
HK$°000 HK$’ 000
BT T oo
Cash flows from operating activities
REEHZBEHR
Cash generated from operations %82 SE 75 07 15 Bl & 18,964 11,308
Interest received UL F) B 1,707 1,429
Income tax paid EL 4] BT 1581 (4,549) (7,083)
Net cash generated from operating activities
BRGNS HH 16,122 5,654
Net cash used in investing activities & & 1% B it FHl 3l & F % (4,793) (8,270)
Net cash used in financing activities [l & 1% By B Fi 31 4 1% 5 (17,436) (21,146)
Net decrease in cash and cash equivalents
e kB 4S5 HEB RS EH (6,107) (23,762)
Cash and cash equivalents at beginning of the year
AR 2 Ble Bl &% HIE A 130,253 156,642
Exchange differences on cash and cash equivalents
Bl M Bl S TH H 2 B 522 3 7,101 (2,627)
Cash and cash equivalents at end of the year
RERZ B E LB G5 HEEE 131,247 130,253
DEFERRED INCOME TAX 20 EFERR B

Deferred income tax assets/(liabilities) are offset when there
is a legally enforceable right to offset current tax assets
against current tax liabilities and when the deferred income

taxes relate to the same fiscal authority.

WA A A B B AT AT REA
1% B0 30350 T L ) S0 T B AR
LA S Jv 45 50 J (] — S O ey 90 S
PR B g/ (AR T LIRSS -

2017 2016
“® Lk e
HK$°000 HK$’ 000
wH T BT T
Deferred tax assets to be recovered after 12 months
124 7 & Wi ] 2 % SE B TE 4,424 4,656
Deferred tax liabilities to be settled after 12 months
124 4% 75 18 2 1% AE ol I £ i (416) (832)
4,008 3,824
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DEFERRED INCOME TAX (CONTINUED) 20
The movements in deferred tax assets/(liabilities) during
the year, without taking into consideration the offsetting of

balances within the same tax jurisdiction, are as follows:

3 9 i 15 B (A7)

AE R A SN0 B 2 AR ] — B )
W2 &R BT > EBERIHE E

(AfE) 258

Accelerated  Decelerated Estimated
tax tax tax
amortisation  depreciation losses
i gz ) Others Total
0 I 4 38 BT Bt JE s 1R A At
HK$’ 000 HK$’ 000 HK$’ 000 HK$’ 000 HKS$’ 000
BT BT T T T T
At 1 January 2016 # —~F—~HE—H—H (1,248) 89 - 4,220 3,061
(Charged)/credited to consolidated
income statement (Note 12)
DA E Uk A (HEEE12) 416 - 971 (214) 1,173
Charged to other comprehensive income
A H A A A i 48 0 R - - - (494) (494)
Exchange difference [ b % % - - - 84 84
At 31 December 2016 and 1 January 2017
REFE-REF A=+ —H R
—E—tHE-H—H (832) 89 971 3,596 3,824
(Charged)/credited to consolidated
income statement (Note 12)
WG BRI E (0B /FEA (HEE12) 416 - (197) (659) (440)
Charged to other comprehensive income
JF AR A R F1 Bk - - - 317 317
Exchange difference fE 5 25 %8 - - - 307 307
At 31 December 2017
NFE - ZA=ZT R (416) 89 774 3,561 4,008

At 31 December 2017, the Group has unused tax losses,
for which no deferred tax asset is recognised in the
balance sheet, of approximately HK$348,755,000 (2016:
HK$336,965,000) available to offset against future
taxable profits. Included in unused tax losses are losses
of approximately HK$53,579,000 (2016: HK$53,947,000)
that will be expired in 1 to 9 years. Other tax losses can be

carried forward indefinitely.

RoFE—LEFTZA=1—H > £4£H
A A B B TE s 8 40 7 15348,755,00000
(ZE—754F 5 %336,965,0007T) 1] H
K 8 A A B BB s ) o M NI A R A
RN EEAERNERRERIEE
E o AH) I BLIE R P AR — L
AR B A 2 R A W H553,579,0000T (—
T— N L #%53,947,00000) o HALRL

T s 18 1) A R0 A o
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AVAILABLE-FOR-SALE FINANCIAL ASSETS 21

AT BE A 4 R

2017 2016
b SE N
HK$°000 HK$’ 000
BT T T

Unlisted investments, at cost: JF F AT & » WA -
— equity securities (Notes (a) and (b)) B A #& %5 (M #k(a) & (b)) 40,403 40,068

Listed investment [T % &

— equity security (Note (c)) lEA# % (M 5E(c)) 3,654 4,312
Less: impairment & : & {H (176) (116)
43,881 44,264

Notes:

(a)  The unlisted equity securities represent investments in (a) FELHBARBRBINEE - KEHER
private entities incorporated in Taiwan, the British Virgin TEEEFEIEMECIZAALNTZ
Islands and Hong Kong. HE o

(b)  The available-for-sale financial assets do not have quoted (b) AIHEHESREEE ST RE o A
market prices. The range of reasonable fair value estimates B A E R E Ok ZTEM,
measurements is significant and the probabilities of the FF 2 AT BE M oK 06 BE A B M BEAL o W] fik
various estimates may not be reasonably assessed. The H B 4 Rl & RS T AR IR B B HE -
available-for-sale financial assets are stated at cost less
impairment.

(c)  The listed equity security represents investment in an entity () LHBAHERBH—MEHRLETZ
listed in Japan. HERE -

(d)  Available-for-sale financial assets are denominated in the (d) AR ESRNEE T LT B¥SIE
following currencies:

2017 2016

“E bk S

HK$’000 HK$’000

T T

HKS$ # % 26,034 26,094
Japanese yen (“JPY”) H & ([ H &) 3,654 4312
New Taiwan dollars (“NTD”) # & ¥ ([ # 4 ¥ 1) 14,193 13,858

43,881 44,264
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INVENTORIES 22 7R
2017 2016
~F—LE TE KA
HK$’000 HKS$’ 000
BT T o
Raw materials and consumables Ji A1 £} & 78 #& & 458,237 256,370
Work in progress £ 4 i 103,804 86,468
Finished goods 4 i i 249,611 223,005
811,652 565,843
As at 31 December 2017 and 2016, no raw materials or AN E—LEN_EFE—NRNETH
work in progress are carried at net realisable value, whereas = —H > BE R OR ST B DL AT A
finished goods of approximately HK$303,000 (2016: BUFE S8R - 1 A & 49 303,00000
HK$6,249,000) are carried at net realisable value. (T F—7N4E - #%56,249,0005C) B LA AT
i B IR (B 51 AR -
TRADE AND OTHER RECEIVABLES 23 B 5 B i JE W R 3k
2017 2016
e Sl o 3 TE KA
HK$’000 HKS$’ 000
BT T
Trade receivables — third parties
E o MEUIR 3R — 5 =7 1,391,502 1,265,669
Less: provision for impairment & : ¥ {& (21,612) (16,549)
1,369,890 1,249,120
Other receivables b B Ui i 2k 33,064 21,329
Total trade and other receivables & 5 S FAth HE i BE 3 48 %H 1,402,954 1,270,449

The Group allows a credit period ranging from 30 days
to 180 days to its trade customers. In addition, for certain
customers with long-established relationship, a longer credit

period may be granted.

KREMG THE S FF N F30KE180K
ZAREH - B BiE B RABERZ
HTEFME - AEMA RS TERE

R B
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TRADE AND OTHER RECEIVABLES 23
(CONTINUED)

The ageing analysis of trade receivables based on invoice

dates net of provision for impairment at the end of reporting

period is as follows:

$ o B B fib B WO Ak ()

DA 5 B0 5 MK (240 W A8 )
R A I 58 5 DT 2 M S
i -

2017 2016

—E2—LH ZE N

HK$°000 HK$’ 000

wH T T T

0 to 30 days 0£30K 444,620 421,143
31 to 60 days 312 60K 348,588 300,992
61 to 90 days 61 290K 207,432 182,872
Over 90 days 90K A | 369,250 344,113
1,369,890 1,249,120

Trade receivables of HK$1,118,598,000 (2016:
HK$1,044,754,000) are neither past due nor impaired.
Among the past due trade receivables, HK$251,292,000
(2016: HK$204,366,000) were not considered to be
impaired. These relate to a number of independent
customers for whom there is no recent history of default.
Full provision for impairment of receivables has been
provided for the remaining balance of HK$21,612,000
(2016: HK$16,549,000). The ageing analysis of trade

receivables past due but not impaired is as follows:

B 5 HE W B 151,118,598,0000C (-
F—7N4E i H01,044,754,00000) B A6
MR R (E - B M 5 M iR
7 #251,292,0000C (=& — 75 4F - W
204,366,00070) # £ fE 7 W AE o 3% %
ERTE B B4 0T O M R R
SLEF A B o OB R 30 121,612,000
JG (ZFE— N4 ¢ W %16,549,0007T) 4
B R R RO R o B E R
W AE 2 B Z IE WO SR B A AT

2017 2016
—EF—LH ZERNF
HK$°000 HK$’ 000
T T o

Overdue by: #I}A :
0 to 30 days 030K 126,089 109,553
31 to 60 days 31260K 44,698 42,480
61 to 90 days 61 290K 36,413 22,157
Over 90 days 90K A | 44,092 30,176

251,292 204,366
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TRADE AND OTHER RECEIVABLES 23 B 5 Bt WOk (A7)
(CONTINUED)
The movements in the provision for impairment of trade E 5 REUS IR R (B 2 S B
receivables are as follows:
2017 2016
—E b “E N
HK$°000 HK$’ 000
#WH T BT
At 1 January A —H—H 16,549 17,801
Provision for impairment J6 {E % 9,590 4,008
Write-back of provision for impairment
B < 15 1A (4,527) (5.260)
At 31 December JA - H=1+—H 21,612 16,549
The other classes within trade and other receivables do not E 5 e oAt 1 i BB ik v 2 HoA K RIS
contain any impaired assets. AR EHEE -
The maximum exposure to credit risk at the reporting date is il - B = == N = M |
the fair value of each class of receivable mentioned above. FEUC IR 3K 2 N E o A 42 B 4 dm 3 o AT
The Group does not hold any collateral as security. ] $E 30 S AE B AR -
DERIVATIVE FINANCIAL INSTRUMENTS 24 WMAEEBIA
2017 2016
I Sl i S RN
Assets Liabilities Assets Liabilities
¥ ffd EE H |
HK$°000 HK$°000 HK$’ 000 HK$’ 000
ER T #E® T T BT

As at 31 December JA +—H =1+—H
Forward foreign exchange contracts

T J A HE A A -

(667) 2

(1,276)
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DERIVATIVE FINANCIAL INSTRUMENTS
(CONTINUED)

As at 31 December 2017 and 2016, the Group had
outstanding net settled forward foreign exchange contracts.
The notional principal amounts of these outstanding forward
exchange contracts at 31 December 2017 and 2016 are as

follows:

i ik TH (4F)

W —tLER E—NET T H
=—H > AEEAMRBITZ OIFE
HEEMINERL o R _F—LER
F—NEFTZA=Z+—H > ZEMERE
Tz mMNES I 2 2 /A SN T ¢

2017 2016
—®—L4 TE—NAE

HK$°000 HK$’ 000

W T oo

Sell USD for JPY & 4 3£ 70 % H [H] 5,415 14,267
Sell USD for EURO (“EUR”) & ! % 70 Sk T (TRt 1) - 722
Sell RMB for JPY & i A 5L H [E] 40,359 21,176

BANK BALANCES AND CASH

25 WiTHEEBREEE

2017 2016

- Sl S e AR

HK$°000 HK$’ 000

BT ik

Short-term time deposits £ 7 & #5172 78,489 78,732
Cash and cash equivalents 3 4 & 8l 4 % (6 JH H 536,568 229,238
615,057 307,970

As at 31 December 2017, bank balances and cash of
approximately HK$160,352,000 (2016: HK$118,101,000)

are denominated in RMB.

The conversion of the Group’s RMB denominated cash
and bank balances deposited with banks in Mainland China
into foreign currencies and the remittance of funds out of
Mainland China is subject to the rules and regulations of
foreign exchange control promulgated by the Government of
the PRC.

As at 31 December 2017, the weighted average effective
interest rate on time deposits was approximately 2.56%
(2016: 1.78%) per annum. These deposits had an average
maturity period of 288 days (2016: 243 days).

MN_E—tHE+__A=+—H #47
&5 5 B I 4 40T 15160,352,0000C (&
— N4 T #H118,101,00008) T HE AR
iR

A B2 VA7 WORS o B A M R AT 2 F N R
W (B < B SRATT 4 R S0 20 S R % B
H R A 2R ST R R BOURF A A
G HE A T AR B S LA

RoE—LF+HA=+—H  EWF
I INRE P34 B R AR R B 40 B 2,568 (—
T —IN4E  178JE) o % AE B
288K FNM (ZF—7R4F 1 243K) »



26 SHARE CAPITAL

26 A

Ordinary shares, issued and fully paid: OB AT KA A
2017 2016
G- Sl ik S A
Number of Number of
shares Nominal value shares ~ Nominal value
Jie o B H T A Jie oy 2 H T {8
HK$°000 HK$’ 000
E¥ T T T
Ordinary shares of HK$0.10 each
T 1 T 0. 1078 ¥ 28 i
Authorised: % & A
At 1 January and 31 December
R—HAH—Bk+=-HA=+—H 1,000,000,000 100,000 1,000,000,000 100,000
Nominal
Number of value of
ordinary ordinary Treasury
shares shares shares Group total
38 i 5 B 38 i v A JEE A7 i oy A 4 T 48 5t
HKS$’ 000 HK$’ 000 HK$’ 000
BT BT BT T
Issued and fully paid: B 317 RAUE -
At 1 January 2016, 31 December 2016
and 1 January 2017
RoZE—RFE—H—H  ZF—-RHF
TZHA=F—REA=F—-tE A
—H 752,235,964 75,224 - 75,224
Shares repurchased (Note (a))
% 1] JB 13 (Bff it (a)) - - (1,453) (1,453)
Cancellation of shares (Note (a))
Ak 9 B (i E(a)) (14,028,000) (1,403) 1,403 -
At 31 December 2017
W_Fz—-tFE+A=+—H 738,207,964 73,821 (50) 73,771




26 SHARE CAPITAL(CONTINUED)

(a)

26 A (4F)

During the year ended 31 December 2017, the (a B2 F—LHFEF+_H=1T—H

Company repurchased its own shares on Hong Kong IEEERN - AR EA T B &35
Stock Exchange. Particulars of the repurchases are as i A CIREN - g AT = S

follow:

Aggregate

considerations

Number Purchase price (before

of shares EE expenses)

Month of repurchase repurchased Highest Lowest R

S sl H o % Il i 4y 8 H =3 BAK (3 ER BT

000 HKS$ HKS$ HK$’ 000

T i s T T

October 1 H 1,390 1.18 1.04 1,571

November +—H 10,142 1.19 1.18 12,069

December 1 — H 2,998 1.18 1.15 3,527

14,530 17,167

During the year ended 31 December 2017, the
Company repurchased its own 14,530,000 shares, of
which 14,028,000 shares have been cancelled as at
31 December 2017. The total consideration (before
expenses) paid to repurchase of these shares was
approximately HK$17,167,000 and the transaction
costs at HK$97,000, which has been deducted from
equity attributable to owners of the Company. The
remaining shares had been cancelled on 31 January
2018.

BE-LX—HET+HA=Z+—HIE
R AN F] i R H 14,530,000
JBERE Ay > H 14,028,000 8% i % &
—EF—-tE+A=Z=+—HEW
FEEY o W[ G EE B 2 B AT AR
(Fu B B SZ R ) %9 %% 45 %517,167,000
TG ] 38 Gy WA 1 s H597,0007C - %
FEHBOMRAA AR RA FE
IERERE IR - ST RGO —F
—/E—H =+ — By -
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SHARE OPTION SCHEME

The Company’s share option scheme was adopted pursuant
to a shareholder resolution passed on 22 June 2016 for the
primary purpose of providing incentives to directors and
eligible employees (the “Scheme”). Under the Scheme, the
Board of Directors of the Company may grant options to
eligible employees, including directors of the Company and

its subsidiaries, to subscribe for shares in the Company.

Options may be exercised after one year of its grant date,
and options will vest (i) as to 25% (rounded down to the
nearest whole underlying share) on the first anniversary
of its date of grant, and (ii) as to the remainder on the
second anniversary of its grant date. The exercise price is
determined by the directors of the Company, and will not be
less than the higher of (i) the closing price of the Company’s
shares on the date of grant, (ii) the average closing price of
the shares for the five business days immediately preceding
the date of grant; and (iii) the nominal value of the
Company’s share. No share options were granted since its

adoption.

27

Jilh Jz HE it

AR FRBER —F—REANH -+
A 2 S SRR R R A B R
SEH 2 1) 2 R B R B R LSRR
(T5HE]) o RARFHE > AnFERHEGH
] & A AR B (LR A A R R g
Rl ZEH) T MR > LLRB AR A
Jefiy

WG T AR AT R 4% B BAE — AR AT - D)
A B EE e A H B 25% 2
T PR (T 3 2 o 22 30 A B AR 1 AR 800 5
BG4z B AR FT 5 R 4R A B
BT 2 BEHE o A7 TG AR A R
fEE > ARG DR TIZF 2B EH
() B AR A A B 2 Wi 8 5 (i)
SR H AT RS 2 R 2T
WTTE s KGiA S m G 2 H{E - 33
HEBR AR LASE > 37 M7 B AR



28 OTHER RESERVES 28 At i s
Available-
for-sale
financial
assets
Capital Contributed revaluation Capital
redemption surplus reserve Share reserve
Share reserve  (Note (i) Special  WEHE  Translation option  (Note (ii))
premium BA  FHRE reserve  SMEE reserve reserve AR Total
Rty EEEE (o) BHRE  EEEE O EXEE BRERE  (Hd) it
HK$'000  HK$'000  HKS'000  HKS'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS'000
WETE MMTr BT RETx W RETx BETx BBTx EETx
Balances at 31 December 2015 and
1 January 2016
REF-RFTZA=+-BR
“E-AE-R-HZ 8 96,083 1,610 26,624 5,008 (363) (5,717) 11 240 123,657
Release of share option reserve
R B R Bt - - - - - - i) - (172)
Disposal of available-for-sale financial assets
hETHLEEHERE - - - - (959) - - - (958)
Fair value gains on available-for sale
financial assets, net of tax
AT R 2 AP -
BB - - - - 2603 - - - 2623
Currency translation differences
ERERER - - - - - (05 - - 059
Balance at 31 December 2016
REZ-RETZAZA-H 258 96,083 1,610 26,624 5,008 13020 (26274) - U 104393
Balances at 31 December 2016 and
| January 2017
REZ-AETZAZT-HR
SRt E-A-AZER 96,083 1,610 26,624 5,008 1,302 (26,274) - 240 104,593
Repurchase of shares & ¥ B 3 (15811) - - - - - - - (15811)
Fair value losses on available-for sale
financial assets, net of tax
T ESREEZATHER
BB - - - - (567) - - - (567)
Currency translation differences
EHELER - - - - - 34,74 - - 3474
Balance at 31 December 2017
e Sl vt i o et P 80272 1,610 26,64 5,008 735 8,468 - U 12957
Notes: B2k
(i)  Contributed surplus of the Company arose from a group ) WM—IUNFERSAZTAAHEHEREA
reorganisation on 26 June 1990. The balance represents the B AR R E BB o A BRI AR
difference between the nominal amount of the Company’s 7S AR PR T E 2 AT 4y T
shares issued under a scheme of arrangement and the B S F) MR PE % 5T E R — UILE AN
consolidated shareholders’ funds of Wong’s Kong King A 7S Bl IR e EmA R
Holdings Limited as at 26 June 1990 acquired by the A2 ARG S A5 - R E
Company under the Scheme. Under the Companies Act #—JUN— AL (BERT) » '
1981 of Bermuda (as amended), the contributed surplus is ZR A R T R o
available for distribution to the shareholders.
(ii)  The capital reserve arises from the changes in the Group’s (i) KB BE A T 2 WA RERE 55 50 B

ownership interests in subsidiaries that do not result in a loss
of control.

CRA BRI B4 2 A (%
o
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BANK BORROWINGS

29  RATHE &

2017 2016
- Sl RN
HK$°000 HK$’ 000
BT bk e
Trust receipts loans 15 7€ U #E £ 3K 45,221 33,929
Other bank borrowings, unsecured H At 4 HiE 7 4R 17 {5 & 665,857 338,246
711,078 372,175
The bank borrowings are repayable within one year. SRAT I B — FNE

The effective interest rates per annum of the bank
borrowings as at 31 December 2017 is 1.93% (2016:
1.38%).

As at 31 December 2017, trust receipt loans were secured by
inventories of HK$45,221,000 (2016: HK$33,929,000).

B E—tFE+_H=1+—H  BI7E
B EBEMEE1.93% (ZF—N4E:

1.38%) o

RNoFE—tE+_A=+—H  Fstilk
PE B8 DL R 945,221,000 (& — N
4 33,929,0000T) Z B VEIE o

The Group’s bank borrowings are denominated in the A FRATE BT H LT B HEEHE (R
following currencies (amounts in original currency): W2 &#) -

2017 2016

%L N

’000 >000

T T

HKS i 315,968 7,374

JPY H 763,693 501,984

USD % 7T 38,305 42,655

RMB A [ H# 34,600 -




30 OBLIGATIONS UNDER FINANCE LEASES 30 BIEME RS

Present value of

Minimum lease payments minimum lease payments
I AR 15 fF I AR 55 1 sk B
2017 2016 2017 2016
SELE CF AR SELE CF A
HK$°000 HK$’ 000 HK$°000 HK$’ 000

T T oo T T T

Amounts payable under finance leases

il A B JECT B A AROR

Within one year — 4 [N 34 33 34 33
Between one to two years — 4F % i 4F 34 33 34 33
Between two to five years M 4F £ L 4F 48 78 44 73

116 144 112 139

Less: future finance charges

B HRRE R C) (5) - -

Present value of lease obligations

FHERIE 2 BIHE 112 139 112 139

Less: amount due for settlement within
one year disclosed under
current liabilities
TR B B AR TE T R R — 4R N E
HhIE Z BHE (34) (33)

Amount due for settlement after one year

i — AR B B &5 2 A 78 106
The Group’s obligations under finance leases are secured by A Rl E A ERYE T DL R
the lessor’s charge over the leased assets. TR & 2 B AR VESE IR

As at 31 December 2017, the Group’s finance lease W oFE—tLHE+"HA=+—H  K4EH
obligations are denominated in Thailand Baht (“THB”) & ZRNVEMRERIE R Rk ([ Hek)) & H

1Py, B £ -
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RETIREMENT BENEFIT OBLIGATIONS

IR P A R I

2017 2016
Sk R
HK$°000 HK$’ 000
W T BT T
Retirement benefits obligations & 1 # Fl| 7 1
— Defined benefits plans 5 72 18 Al 51 #1 8,797 7,425

The Group operates defined benefit plans for qualifying
employees of its subsidiaries in Taiwan. The schemes are
administrated by independent trustees with their assets
held separately from those of the Group. Under the plans,
the employees are entitled to a lump sum benefit equal
to certain percentage of final salary on attainment of a
retirement age of 55. No other post-retirement benefits are

provided.

The most recent actuarial valuations of plan assets and the
present value of the defined benefit obligations were carried
out at 31 December 2017 by a Taiwan qualified actuary. The
present value of the defined benefit obligations, the related
current service cost and past service cost were measured

using the projected unit credit method.

Amounts recognised in the consolidated income statement in

respect of these defined benefits plans are as follows:

ARG T A 6 W A T 2 A% R B
BELFE AR A FHB o 5% 5 w5 E LA
AENE B HE E AR AR 2 E E O B
FRA - MIBZ s BEAHTEAH—
2B WOREUAR 55 T 41 0 55 50 AR IR A7 1% IR B 4
Hraz K —Han @Al o ol H42 4L
B AR AR AR A o

w2 AT SRS A R S S AR A
RG22 BUET h B A SRR R —
Tt A=+ RET - RER
AR 2 BUE ~ A B IS A 1 A
TERRES AR 35 5% 1 B T B BERCIA R

A R R T R A Bk R AR A B
ZAaBEmT

2017 2016

—E2—LH TR —NF

HK$’000 HK$’ 000

T T

Current service cost & ] IR 7 i A% 232 285
Interest cost ) B A 311 279
Interest income F| & it A (207) (187)
336 377

The charge for the year has been included in employee

benefit expenses.

A BEA BB 2R AR BRI B S A -
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RETIREMENT BENEFIT OBLIGATIONS

(CONTINUED)
The principal assumptions used for the purpose of the

actuarial valuations were as follows:

31

IR P AR I (A

KA E AT R 2 T RSN T -

2017 2016

S s

Discount rate i Bl % 1.1%-1.4% 1.4%-1.9%
Turnover rate HElk % 0.0 %—-20.0 % 0.0%-20.0%
Expected rate of salary increases T8 5f ¥ & 3% = 1 ¥ 3.5% 3.5%

The amount included in the consolidated balance sheet
arising from the Group’s obligations in respect of its defined

benefit retirement plans is as follows:

PRI 74 48 [ L A0 A PR B i A
BT A A IF R A ARER RIS SR

T

2017 2016

S e

HK$°000 HK$’ 000

#W T BT

Present value of funded defined benefit obligations

E Bk FUE AR I 2 BiE (23,686) (20,519)
Fair value of plan assets 7T #| & & 2 /A “F{H 14,889 13,094
Net defined benefit obligations F* 7 4 | & 4% V% %A (8,797) (7,425)




31

RETIREMENT BENEFIT OBLIGATIONS
(CONTINUED)
Movements in the present value of the defined benefit

obligations in the current year were as follows:

31

IR P AR I (A

AR LS EAR RS BUE < B T

2017 2016
—F L RN
HK$’000 HK$’ 000
T BT T
Opening defined benefit obligations 4F#] %t % 4& Al 7k ¥ (20,519) (22,280)
Current service cost ‘& 1 IR 75 w4 (232) (285)
Interest cost F) B LA (311) (279)
Remeasurements: B H 71 & :
— (Loss)/gain from change in financial assumptions
WS Bk B 2 Ok5R) s (830) 610
— Experience adjustments 5% g i & 26 (395)
Payments from the retirement plan assets 38 /R 51 81 & 2 {7 3K - 2,571
Exchange differences on foreign plans 5% 75l # 2 #5425 %6 (1,820) (461)
Closing defined benefit obligations 4F J&E i 22 #& Fl 7k 1 (23,686) (20,519)

Movements in the fair value of the plan assets in the current

year were as follows:

AT B EE N EZZBMT

2017 2016

“F Lk R

HK$°000 HK$’ 000

#WTou T

Opening fair value of plan assets %] 71 & & & 2 A~ FH 13,094 14,425
Interest income | 5 Yt A 207 187

Remeasurements: 5§51 & :
— Loss on plan assets, excluding amounts included in
interest income

FHEVEE 2 HE > AEAEFEAFE A Z 3IE (46) (279)
Exchange differences on foreign plans 5% 7h 51 #| 2 #5425 %A 1,157 299
Payments from the retirement plan assets 2 /K51 #| & 2= - 7 - (2,571
Contributions from the employer {& 3 fit 3k 477 1,033
Closing fair value of plan assets 4 J& 51 & & 7 2 A F1H 14,889 13,094
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RETIREMENT BENEFIT OBLIGATIONS

31 BRI R ()

(CONTINUED)
Plan assets comprise: AR - V=428
2017 2016
= CE N

HK$°000 HK$’ 000

T % BT T %
Share investments in financial institutions
T AG 4 R IS 2 T (3 1% 14,889 100 13,094 100

The sensitivity of the defined benefit obligations to changes

in the assumption is:

FE AR R R I R 5 ) 2 UK

Impact on defined benefit obligation

HRAEWMMARBEZBE

Change in Increase in Decrease in
assumption assumption assumption
iR 5% % B R 5% 34 iR 8% ¥k A

Discount rate

CUELES

Salary growth rate
FamER

100 basis points
100 5%

Decrease by Increase by
HK$2,548,000 HK$2,963,000
W 40
#2,548,0000C  #2,963,00070

100 basis points
10018 5 25

Increase by Decrease by
HK$2,568,000 HK$2,274,000
o i b
#M2,568,0000C  #2,274,00070

The above sensitivity analysis is based on a change in an
assumption while holding all other assumptions constant.
In practice, this is unlikely to occur, and changes in some
of the assumptions may be correlated. When calculating the
sensitivity of the defined benefit obligation to significant
actuarial assumptions, the same method (present value of the
defined benefit obligation calculated with the projected unit
credit method at the end of the reporting period) has been
applied when calculating the pension liability recognised
within the balance sheet.

Through its defined benefit pension plan, the Group is
exposed to a number of risks, the most significant of which

are detailed below:

(a) Asset volatility
The plan liabilities are calculated using a discount
rate set with reference to corporate bond yields; if
plan assets underperform this yield, this will create a
deficit.

bR AR B O A T LA — TELARR S A ) T i
A AR M N A A A o PR L
DO BLAS K AT RE 38 A - T AR R et 2 B
Bl AT BE AR B B o RO S AR AR
B E SO F R BUR RS > T B
FHEOR B E B AR AR BRRE T
MR 2 J5 i (7 i 3 0K 2 T8 0 B A
HREER AR ERARYE ZBH) -

7B ] DKL B A AR R o i
e B > I E R EFEIIAT

(a) HEEPWE
it B FAL TN 25 A~ Al 228
R E 2 M BLRGHR S B E E
RBRUNBCEE DA 1 A el
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RETIREMENT BENEFIT OBLIGATIONS
(CONTINUED)

(b)

(0

(d)

Changes in bond yields

A decrease in corporate bond yields will increase plan
liabilities, although this will be partially offset by an
increase in the value of the plans’ bond holdings, if

any.

Inflation risk

The Group’s pension obligations are linked to
inflation, and higher inflation will lead to higher
liabilities. The majority of the plan’s assets are either
unaffected by or loosely correlated with inflation,
meaning that an increase in inflation will also increase
the deficit.

Life expectancy

The majority of the plans’ obligations are to provide
benefits for the life of the member, so increases in
life expectancy will result in an increase in the plans’

liabilities.

As at 31 December 2017, the Group’s retirement benefit

obligations of HK$8,797,000 are relatively insignificant

taking into account the Group’s cash and bank balances

and net current assets as at 31 December 2017 of
HK$615,057,000 and HK$1,083,860,000 respectively.

Expected contributions to retirement benefit plans for the
year ending 31 December 2018 are HK$316,000.

The weighted average duration of the defined benefit

obligation is 30 years.

31

IR P AR I (A

(b)

(c)

(d)

% % B RS B
8 R 2 0 T
BEE o SN A 2
2 AL (A0 40 A0

i iR J

AR [ 2 AR R R DR A
AR > FAEMK o FHEIEE R
WA 2R B - B iR IR R
R > B PR ] B g n s
il

ik

wt R IE KA s B B 2 B
PRAPCARA > BT 55 i g i AR 2L
il AR

ZRINALERN _F—-—LF T+ A
=t —HZHE RBTHGRULRE S
7 VT (H 50 Bl 5 5 %5615,057,0000C B 5
1,083,860,0007C » A —ZF —-L4E+H
= — H Z B IRAE R RIS 8,797,000
JTCAEME I AREK -

BE_Z—NFE+_A=+—HILEEF
2 3R AARAE A F 3 TE A A 35 W 316,000

JC

HE

A R AR A 2 i HEF- 32 4F 1) 3 304F



32 TRADE, BILLS AND OTHER PAYABLES 32 H5MEARERK - WA R IR M O ik B
£ B w3k

2017 2016

—F L TE N

HK$’000 HK$’ 000

W T BT T

Trade payables & 7 ] I 2K 730,230 550,524

Bills payables M {7 5L 36,667 16,113

766,897 566,637

Accruals and other payables M T2 I B o Ath i - iz 2K 318,958 267,617

1,085,855 834,254

The following is an ageing analysis of trade and bills
payables based on goods receipt dates at the end of reporting

period:

VAR 7% B2 oy B A B I B ASF S 4 7 i o
R B H R 2 BRE T

2017 2016

—F—L I AN

HK$’000 HK$’ 000

T T

0 to 30 days 0F 30K 480,040 341,296
31 to 60 days 312 60K 149,074 133,466
61 to 90 days 61 290K 88,447 52,513
Over 90 days 90K A | 49,336 39,362
766,897 566,637




33 NOTES TO THE CONSOLIDATED STATEMENT 33

OF CASH FLOWS
(a) Cash generated from operations:

o BF B 4 R A B

(a) REEEWMBBEL:

2017 2016
I S id “E-NE
HK$°000 HK$’ 000
¥ T BT
Profit before income tax [4: fif 15 Bt Aij s Fl 153,030 93,353
Adjustments for: %8 7% T 51 % 1A
— Interest costs | 5 A& 10,928 5,622
— Interest income F B A (3,390) (4,555)
— Dividend income from available-for-sale financial assets
A ik S E 2 R (931) (608)
— Depreciation of property, plant and equipment
ERN YR 47,064 54,340
— Amortisation of land use rights = 31 (¥ i #E # &5 360 361
— Amortisation of intangible assets & & 7 # & 2,619 3,003
— Write-back of obsolescence of inventories
RS A7 458 A 43¢ (328) 431)
— Gain on disposal of a subsidiary it & — il fff & A 7] Z ik 43 - (7,760)
— Loss/(gain) on disposal of property, plant and equipment
HEWE - BRE L2 ER ki) 788 3)
— Gain on disposal of available-for-sale financial assets
B T o i - (3,549)
— Provision for impairment loss on available-for-sale
financial assets
WAt B < A M R A 60 -
— Provision for impairment loss on club membership and debentures
R R A R 2 i T 1R 15 - 236
— Net provision for/(write-back of) impairment loss on trade and
other receivables
B 5 T A i R 2 W s R B () TR A 5,063 (1,252)
— (Write-back of)/provision for impairment loss of amount due
from a joint venture
JRE s — 1 A 2 W) O Rl 1R B B ) (305) 305
— Net fair value (loss)/gain on derivative financial instruments
MAESMTAZATHE (BHE) /o s (607) 1,251
— Effect of foreign exchange rate changes M % 5% ) 7 5% % 20,422 (13,163)
Changes in working capital: 2 /& & £ 8 &) : 234,773 127,150
— Increase in inventories 17 & 3 /il (245,481) (67,662)
— (Increase)/decrease in trade and other receivables
B 5 R H AL REBCORK ) /B (137,568) 106,670
— Increase in deposits and prepayments
1 4 R LA SRR (17,064) (1,171)
— Increase/(decrease) in retirement benefit obligations
R RRIER I, (80 522 (494)
— Increase/(decrease) in trade, bills and other payables
B 5 MEATHR K - B 52 0 B HL A B A IRk I~ (i ) 251,601 (36,690)
Cash generated from operations 482 26 T i3 81 & 86,783 127,803




33 NOTES TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS (CONTINUED)

(b)

(o)

33 B OFBlE W E W EE ()

In the consolidated statement of cash flows, proceeds (b)y NEHBHEGRERT > BEWE -
from disposal of property, plant and equipment W 5 B R A 2 AR R H AL A
comprise:
2017 2016
%k SE A
HK$°000 HK$’ 000
BT T T
Net book amount Hf i ¥ {H 2,415 640
(Loss)/gain on disposal of other property, plant and equipment
A ¥ RE KR 2 () WA (788) 3
Proceeds from disposal of property, plant and equipment
HAE Y€~ WS s P 7 OR 1,627 643
On 21 June 2016, the Group disposed 100% interest () MIEFE—RNENHZ+—H &K

in Park Goal Company Limited. The following table
summaries the consideration received for the disposal

and the net assets disposed of at the disposal date.

4 [ 1 & idPark Goal Company
Limited Z 100%H & T 2 B4t i
O H O R% A P i AR
T R P th 6 2 B HE -

HK$’ 000
T
Net assets of Park Goal Company Limited
Park Goal Company Limited & & 7= {F{H 240
Gain on disposal of a subsidiary % — [ fif J& 2~ 7] Z I 4 7,760
Proceeds from disposal of a subsidiary 8 — [H] Ff} J& 22 =] I 15 2K IH 8,000




34 COMMITMENTS

(a)

(b)

34 R
Capital commitments (a) WEAERYE
2017 2016
—Z2 L TEAREF
HK$°000 HK$’ 000
M T i
Capital expenditure contracted for but not yet incurred:
ERT #E R 7 A 2 AR BH S
Acquisition of property, plant and equipment
BB - WS K 619 1,163
Operating lease commitments b)) REMERE

At the end of the reporting periods, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases in respect of

the rented premises which would fall due as follows:

R AR > AEEBHEYE L
ST il A A B TR 2 R AR R
LB AT B AT 2RI

2017 2016

Sk e

HK$°000 HK$’ 000

T BT

Within one year — R 24,267 21,116
In the second to fifth years inclusive

B EEE TUAR (BLHE R W AR 27,541 27,725

Over five years TL4E DL | 721 4,689

52,529 53,530




35

RELATED PARTY TRANSACTIONS 35 BEALZS
Related parties refer to entities in which the Company has B 7N - F8 A\ ) e B2 R R
the ability, directly or indirectly, to control the other party — SR T — T B AR R
or exercise significant influence over the other party in FEEEYE N ER  fiEANF kH
making financial and operating decisions, or directors or MEAAZEERRLRBANE -
officers of the Company and its subsidiaries.
The Group is ultimately controlled by Mr. Senta Wong, AL 8 HE ey R T RO e A R A
chairman of the board of directors. il o
(a) During the year, the Group entered into the following (a) AR ALY BEILHE A L
transactions with its related parties: EITTAIR Y
For the year ended Amount due from/(to)
31 December related parties
BREFT-H=+—H WEWe,~ (HEA)
Ik A B BN 4 Z
2017 2016 2017 2016
—Z—-t8 —“F-AHE ZF-LEF “ZT-RE
HK$°000 HKS$’ 000 HK$°000 HKS$’ 000
W T T T EW T BT
Ticketing and touring income (Notes i and iv)
S BRI AT (B aEi M) 501 490 10 (29)
Ticketing and touring income (Notes ii and iv)
SR KA W an (B T Miv) 380 210 79 7
Service fee income (Notes iii and iv)
R 2 i a5 (B REiii Kiv) 118 118 - -
Rental expense (Notes i and iv)
FH 4 37 (B 3 Kiv) 996 996 - -
Notes: B 5E

) Related party is a company of which Mr. Senta Wong
is a director having control or significant influence
over that company.

(ii)  Related parties are Mr. Edward Tsui, Mr. Vinci Wong
and Mr. Victor Chang’s close family member.

(iii) Related party is Wesi Technology Limited, a joint
venture of the Group.

(iv)  All of the transactions were carried out in the normal
course of the Group’s business and the terms as agreed
between the transacting parties.

() B LT [H £ AR et
AR E 2

AL

(i)  BIEAN LIRS A - R
Jer B R 55 Sa A 2 ME S L
E °

(i) BEAETIAREEZ —~HEEA
A Wesi Technology Limited °

(v) A 5 TSI A e B — S T o
FReb 22 5 4% 7 s 2 ot
7o



35 RELATED PARTY TRANSACTIONS
(CONTINUED)

(b)

Key management remuneration
The remuneration of key management during the year

was as follows:

35 BHEMALRG (4F)

b)) FEERABZME

FEEEHANBRER M E T

2017 2016
%k R i
HK$’000 HK$’ 000
T T T

Salaries, wages, commission and allowances
e L& e i 66,881 64,940
Post-employment benefits B ARAEF 2,181 2,257
69,062 67,197




36 BALANCE SHEET AND RESERVES 36 AN ZE R AR NGRS
MOVEMENTS OF THE COMPANY

2017 2016
N Sl S TENE
HK$°000 HK$’ 000
T i o
ASSETS ¥ &
Non-current assets JE i By & &
Investments in subsidiaries [ff J& A 7% & 573,286 388,697
Current assets i B & &
Prepayments T8 {7 3K 1 227 227
Cash and cash equivalents ¥ 4 } 31 4 55 (H 75 H 4,889 756
5,116 ______9?%
Total assets ¥ ji 84 {H 578,402 389,680
EQUITY Ji% 4
Capital and reserves attributable to owners of the Company
A2 H RE 25 $5 R VEAG B AS B ok il
Share capital BEA% 73,771 75,224
Note (a)
Reserves fii ffi B 5 (a) 269,272 312,332
343,043 387,556
LIABILITIES £ ¥
Current liabilities i B £1 &
Amount due to a subsidiary AT — [ ff J&§ 2 7] 2 3K IH 233,459 -
Accruals and other payables & 712 Ji S Al 1 45 i 3¢ 1,900 2,124
__________________________ 235359 ____ 2124
Total equity and liabilities % HE & £ &% 44 % 578,402 389,680
Net current liabilities ¥ B £ & & % (230,243) (1,141)
Total assets less current liabilities ¥ 25 48 {f I % B £1 % 343,043 387,556
The balance sheet of the Company was approved by the KN ZEEABERE R _F N
Board of Directors on 26 March 2018 and was signed on its EZH AN HEEE R e
behalf. MUT#ERRRES -
Senta Wong A
Director HF
Byron Shu-Chan Ho oy 4 ¢

Director HH



36

BALANCE SHEET AND RESERVE MOVEMENT
OF THE COMPANY (CONTINUED)

36 AN Wz E E AR KR )

(#)

Note (a) Reserves movements of the Company ftak@)  ASA Bl 5 B
Capital Contributed Share
redemption surplus option
Share reserve (Note (i) reserve Retained
Company premium &N AR B i % earnings Total
AR T it 53 i A6 il A (KM EEG)) A RE B A At
HK$°000 HK$’000 HK$’000 HK$°000 HK$’000 HK$’000
WWT T T T T T T T T T

Balances at 31 December 2015

and 1 January 2016

AR —HET_H=T—A R

ZE-RNF-H—HZER 96,083 1,610 77,253 172 151,492 326,610
Profit for the year 7% 4F J& ¥ Fl| - - - - 8,289 8,289
Release of share option reserve
figk 53 S B HEE £t A - - - (172) 172 -
2015 final dividend
AR A _ - - (22,567) (22,567)
Balances at 31 December 2016 and 1

January 2017
M_E—=NRE+_HA=Z+—HXK

R -bHE-H 2R 96,083 1,610 77,253 - 137,386 312,332
Profit for the year < 4F Ji i | - - - - 6,601 6,601
Repurchase of shares [ [7] % {73 (15,811) - - - - (15,811)
2016 final dividend
TR -RNFERPKE - - - - (26,328) (26,328)
2017 interim dividend
R EPRE - - - - (7,522) (7,522)
Balance at 31 December 2017
M_F—-tLHE+ZA=+—H

2 & 80,272 1,610 77,253 - 110,137 269,272
Note: B 51
(i)  Contributed surplus of the Company arose from a group ) WM—IUNFEARSAZ T AAHEHREA

reorganisation on 26 June 1990. The balance represents the
difference between the nominal amount of the Company’s
shares issued under a scheme of arrangement and the
consolidated shareholders’ funds of Wong’s Kong King
Holdings Limited as at 26 June 1990 acquired by the
Company under the scheme. Under the Companies Act
1981 of Bermuda (as amended), the contributed surplus is
available for distribution to the shareholders.

FEE 2 AR AL B o A R IE AR
% AR E B 22 PR 2 OB AT B T
SR Ly RAR R AT #I R — UL AN
AT ARHURE T RERZEMARA
AZHEERREEZ 25 - MIETHE
LN AEA RN (RIERT) > B
8% AT N IR T TR



37 PARTICULARS OF PRINCIPAL SUBSIDIARIES

37 ERWE A E

Details of the principal subsidiaries as at 31 December A E—tE+A=+—H  FEH
2017 are as follows: BARFEEIT -
Particular of
Place of issued share Attributable
Class of incorporation/ capital/paid up ~ equity interest of
share capital establishment Place of registered capital the Group (%)
Name of company held i/ operation CHHRE/ ASMIER  Principal activities
AR FrelAR R BEn  EAGEMEARH Bekise) FEEH
Direct subsidiary
HEREAR
Asean Limited Ordinary British Virgin Hong Kong USD1 100 Investment holding
TR Islands Fif 17 RERER
EFERARE
Brilliant Elite Hong Kong Limited Ordinary Hong Kong Hong Kong HK$1 100 Investment holding
SRLGHRFEARLA Hk &k B b RELk
Taiwan Kong King Co., Limited* Ordinary Taiwan Taiwan NTD362,888,940 6744 Investment holding and
AEBRRAHRAR R aE &l # 5 7362,888.940C trading
Wong's Kong King Holdings Limited Ordinary Hong Kong Hong Kong HK$47,687,809 100 Investment holding
EREREMARA HER Fib Fib i Ha7,687.8097C BEER
WKK Technology Limited Ordinary Hong Kong Hong Kong HK$400,500,000 100 Manufacturing and selling
ERERBIARAA il Bt Fit 400,500,007 of electrical and
electronic products
HERHERRR
BTEM
Indirect subsidiary
I B 2
Dongguan Wong’s Kong King Contributed PRC PRC HK$673,600,000 100 Manufacturing and selling
Electronics Co., Limited * capital Gilz e H8673,600,0007C of electrical and
TEERERETARAT 31 electronic products
RERHEERL
BTEM
HREBRRA R AT Contributed PRC PRC HK$27,420,000 100 Manufacturing of filim
capital Gilst Gl H:8627.420,0007C products
id REHREN
Dongguan Nissin Plastic Products Contributed PRC PRC HKS111,340,000 100 Manufacturing of plastic
Co., Ltd.* capital Gl Gl 111,340,000 products
RERFEBRAERAR i HEEBER



37 PARTICULARS OF PRINCIPAL SUBSIDIARIES

37 ERWEAE N (A

(CONTINUED)
Particular of
Place of issued share Attributable
Class of incorporation/ capital/paid up  equity interest of
share capital establishment Place of registered capital the Group (%)
Name of company held iR/ operation BERA/ AEMBEN  Principal activities
A BH e AR R BEWE  HAGEMEAGH B ()  EEEH
Indirect subsidiary (Continued)
REREAR (2
Grace Year Enterprises Limited Ordinary Hong Kong PRC HK$2 100 Trading and distribution of
R ERRAR il Fi Gl o plastic products
BB 5 RAH
Headway Holdings Limited* Ordinary Samoa Taiwan USD1,100,000 6744 Trading and investment
ERERARAF: TR [ & &l 1,100,000% 78 holding
B kB EER
Hong Kong Taiwan Kong King Limited Ordinary Hong Kong Hong Kong HK$26,210,000 6744 Trading and distribution of
FEAEBRARAA T i i 7 %96,210,0007C industrial products
BAREHIEER
Nissin Co., Limited Ordinary British Virgin PRC USD4,500,001 100 Investment holding and
TR Islands Gl 4,500,001 T trading and distribution
ERAMANE of plastic products
RERR BEERES
RA&H
Speady Snatch Company Limited Ordinary Hong Kong Hong Kong HK$400,000,002 100 Investment holding
BHARAA HiEk Fik Fit 400,000,002 BRER
Taiwan WKK Distribution Co., Ltd.* Ordinary Taiwan Taiwan NTD1,000,000 100 Trading and distribution of
ARTRIERAHRBARA R Tk Al il # 6 %1,000,0007 industrial products
EAREHTERR
WKK America (Holdings) Inc.* Ordinary United States United States USD45,000 100 Marketing
ik of America of America 45000% ¢ missHhE
*0 %M
WKK Asia Pacific Limited Ordinary British Virgin Hong Kong USD1 100 Investment holding
IREETNRTEARAR il Islands Fif 171 REHER
ERERANE
WKK China Limited Ordinary Hong Kong Hong Kong HK$500,000 100 Trading, distribution and
TREEFAERAR Ea il i i EH500,0007C installation of turnkey
production facilities

ORI ES £
ERA LR



37 PARTICULARS OF PRINCIPAL SUBSIDIARIES

37 EEWE A F R (A

(CONTINUED)
Particular of
Place of issued share Attributable
Class of incorporation/ capital/paid up  equity interest of
share capital establishment Place of registered capital the Group (%)
Name of company held iR/ operation BERA/ AEMBEN  Principal activities
A BH e BARR RS BEWE  HAGEMEAGH RAHR %) EEEH
Indirect subsidiary (Continued)
I v v (40
WKK Distribution Limited Ordinary Hong Kong Hong Kong HK$1,000,000 100 Investment holding
ERERAHARAA Hik Fi Fik 41,000,000 BRHR
WKK Electronic Equipment Limited Ordinary Hong Kong Hong Kong HK$2 100 Trading and distribution
IREEETREARLA Lk Fik Fik o B RAH
WKK Engineering Service Limited Ordinary Hong Kong Hong Kong HK$2,000 100 Provision of engineering
IREERBEBREARAA TR FiE Fif w0007 servioes
Rl TRABRE
WKK Japan Limited* Ordinary Japan Japan JPY50,000,000 100 Marketing
Bk iES A 50000000F iR
WKK Distribution (Singapore) Pte Ltd* Ordinary Singapore Singapore SGD1,800,000 100 Trading and distribution in
A s B H%1.800,0007C electronics components
and printed circuit boards
and other related products
BTEMRERIESRR
RAMARER
VY Es
WKK PCB Trading Limited Ordinary Hong Kong Hong Kong HK$2 100 Trading and distribution
ERERERREAHRAA Lk Fi Fik o B RAH
WKK (Thailand) Limited* Ordinary Thailand Thailand Common shares 100 Trading and distribution
il %R #*H THB2,450,000 of industrial products
il RAREHIXER
2450,000%
Preference shares
THB2,550,000
Bk
2.550,000% 5
WKK Travel Limited Ordinary Hong Kong Hong Kong HKS4,600,000 100 Travel ticketing
ERERREARL EEil Bt Bt 14,600,002 REEH
3 Kings Holding Limited Ordinary Hong Kong Hong Kong HK$43,575,000 9426 Manufacturing, general
SEEARAT il Fif Fif 43,575,000 trading and hospital
management

Hig —~HMHAR

RhER



37 PARTICULARS OF PRINCIPAL SUBSIDIARIES

37 EEMB AW (E)

(CONTINUED)
Particular of
Place of issued share Attributable
Class of incorporation/ capitalipaidup ~ equity interest of
share capital establishment Place of registered capital the Group (%)
Name of company held iR/ operation BERA/ AEMBEN  Principal activities
AAAH e AR R BENY  EAGEMEANH B ()  EEEH
Indirect subsidiary (Continued)
HEMBEAT (#)
TR (R AR A @ Contributed PRC PRC HK$24,000,000 100 Trading and distribution in
capital Gl Gl ##24,000,0007C printed circuit boards and
g semi-conductors
equipment
B REER
AR 7 LA
TREERHGHE () FRAR Contributed PRC PRC HKS$3,000,000 100 Trading and distribution in
capital Gl il HS,000,0007C printed circuit boards and
i3 semi-conductors
equipment
BB R AR
RIE 5 R
TRERHE (BN AR Contributed PRC PRC USD2,500,000 6744 Trading and distribution of
capital Gl Gl 2,500,000% ¢ industrial products
lid BARKHIERR
TRERES (L) ARAR Contributed PRC PRC USD2,980,000 100 Trading and distribution in
capital kst Gl 2,980,000 printed circuit boards and
3 semi-conductors
equipment
MRER AR ER
R R A
TRIER (LB RHRELRE Contributed PRC PRC USD310,000 100 Provision of maintenance
FIRA W capital il HE 310,000% 7 and after sales services
i R R
R E KB HARA T Contributed PRC PRC USD2,050,000 100 Manufacturing, trading and
capital Gl Gl 2,050,000% 7 distribution of industrial
i34 products
0Tk
BRTEER

Company registered as wholly-owned foreign enterprises
under PRC law.

Companies not audited by PricewaterhouseCoopers.

AR R A LB 2 AR 3
28 -

# I v A S Rk A R A S T A

A -
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38

PARTICULARS OF PRINCIPAL SUBSIDIARIES
(CONTINUED)

The above table lists the subsidiaries of the Group which, in
the opinion of the directors, principally affected the results

or assets of the Group.

None of the subsidiaries had issued any debt securities

subsisting at the end of the year or any time during the year.

SUBSEQUENT EVENTS

Subsequent to the consolidated balance sheet date and up
to the date of the consolidated financial statements, the
Company repurchased and cancelled its own 5,784,000
shares on the Hong Kong Stock Exchange. The total
consideration (before expenses) paid to repurchase of these
shares was approximately HK$7,064,000 and the transaction
costs at HK$41,000, which has been deducted from equity
attributable to owners of the Company subsequent to the

consolidated balance sheet date.

37

38

F B 2 k(A7)

bR R AR W 2 A
AR AR E A A -

L 4 B 2 W) R AT S AR &5 H SR AT AT
IhF ] A7 A 2 A S R 5 o

1% 5 H
NEWERAIEREE AT HRE
HHIIE - A2 m) A s T 5 28 5 o i [
3 5 85 5,784,000 B A o W [l 1 45 i
By 2 BT ARE (0 Bk B SR £ 5 i
#57,064,0007T K 38 5y KA 7y W #741,000
TG FEGHEOURNEGMHEEHBERAL
A ME B R AT AL A P TR o
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