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| am pleased to present the annual results of Group Sense
(International) Limited (the “Company”) and its subsidiaries
(collectively, “Group Sense Group” or the “Group”) for the
year ended 31 December 2016 on behalf of the board of
directors of the Company (the “Board”) for the shareholders’
perusal.

As an eco-friendly metal structural material of the highest
application potentials in the 21st century, magnesium
sees greater opportunities and market share. On 18
October 2016, the Ministry of Industry and Information
Technology officially issued the “Nonferrous Metals
Industry Development Plan (2016-2020)" (“The 13th Five-
Year Nonferrous Plan”), which continues to motivate the
development of ten nonferrous metals including magnesium.
As indicated in the 13th Five-Year Nonferrous Plan, with
the economy of our country entering into the New Normal,
the overall consumption growth will shift from high gear
during the period of “12th Five-Year Plan” to mid-to-low
gear. Despite the consistently high growth of demand for
magnesium and new energy of minor metals such as lithium
and cobalt, the consumption of major metals such as copper
and aluminum will experience a notable slowdown in growth.
In accordance with the data announced by the National
Bureau of Statistics of China, the magnesium production
and consumption in 2015 were 853,000 tonnes and 532,000
tonnes respectively. The magnesium production and
consumption in 2020 are projected to be 1,300,000 tonnes
and 750,000 tonnes, respectively, i.e. the average annual
growth rate of magnesium consumption will reach 7.1%
in the period of 13th Five-Year Plan, which is higher than
the average annual growth rate of ten non-ferrous metals
(4.1%). Magnesium is therefore regarded as the metal with
the highest average annual growth rate. Given that the
“13th Five-Year Nonferrous Plan” promotes the development
of magnesium industry, it demonstrates our country’s
recognition of the future development of new magnesium
alloy material and sets the tone for the rapid growth of
magnesium industry going forward.
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Globally, the magnesium consumption continued to show a
trend of gradual increase during the year. In 2016, China’s
overall economy remained sluggish with a significant surge
in the prices of the required raw materials for magnesium
production driven by the reduction in production capacity
of the coal, iron and steel industries, resulting in the rise of
magnesium price amid high volatility. From the perspective
of regional development, the magnesium consumption in
China accounted for approximately half of the total global
magnesium consumption during the year. Asian regions
of China have gradually become the largest magnesium
consuming region in the world, while the magnesium
consumption in Europe and the United States continued
to grow slightly. In respect of industry development, the
magnesium consumption was mainly used in transportation
applications and also recorded varying degrees of growth
in other applications such as computer, communication and
consumer electronic products (“3C products”), aerospace
and military. In view of the production of downstream
industries, magnesium consumption is expected to achieve
a relatively large increase in the downstream processing
sector. Also, this is in line with the supportive national
policies for magnesium development and beneficial to
generating breakthrough in the growth of magnesium alloy
application.

Currently, the annual magnesium production capacity of the
Group s magnesium product manufacturing base in Xinjiang
is 15,000 tonnes. Starting from 2017, the Group plans to
expand the magnesium production line with 30,000 tonnes
of annual production capacity, and will gradually reach
100,000 tonnes of annual magnesium production capacity
according to the future plan. After the Group acquired the
production base for magnesium products in Xinjiang, the
company has enjoyed a flourishing development momentum
on the back of a refreshed corporate image through
maintenance and technical transformation, rationalization
and integration, as well as regulating production and sales
processes. This year, by stabilizing the current production,
the group can further implement its capacity expansion
plan and facilitate its rapid growth, which in turns lifting the
Group to the next milestone in its magnesium business.
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The Group continued to explore new markets while
maintaining business operation. Currently, the Group’s
management will focus on developing magnesium business
and the electronic business will continue to rely on the
existing management team. The sales revenue has regained
growth with substantial reduction in operating loss due to
the efforts made by the existing management team.

Given the increasing production, sales and market share of
the magnesium business in Xinjiang, as well as the support
and motivation for magnesium development in China’s 13th
Five-Year Plan, the Group will capture market opportunities
and accelerate the transformation and upgrades of
magnesium technology and products in order to consolidate
the rapid growth of its magnesium business.

FINAL DIVIDEND

The Board of the Company does not recommend any
payment of final dividend to the shareholders of the
Company for the year ended 31 December 2016.

APPRECIATION

On behalf of the Group, | would like to thank our
shareholders, members of the Board, customers, bankers
and other partners for their great support. We will be faithful
to our duties and will make continual efforts to the future
business development as well as the creation of returns to
the shareholders of the Group.

By order of the Board
Shum Sai Chit
Chairman

Hong Kong, 29 March 2017
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BUSINESS REVIEW

Thanks to successful market expansion and improved
operational efficiency, the revenue of existing electronic
business of the Group for the year ended 31 December
2016 regained growth with reduction in operating loss.
During the year, the Group continued to pursue magnesium
business, by constructively carrying out integration
and technical enhancements, optimizing production
equipment, developing new markets and capitalizing on the
opportunities stemming from the rapid growth of magnesium
industry. The Group’s management established a good
expectation on the future profit of the Group.

At the end of 2015, the Group acquired Xinjiang Tengxiang
Magnesium Products Company Limited (“Xinjiang
Tengxiang”), a magnesium product manufacturer in Xinjiang,
which achieved satisfactory sales since the resumption of
operation in the first quarter of 2016. Xinjiang Tengxiang
principally engages in the production and distribution of
magnesium ingots and semi-coke. Its scales of production
approved by China’s supervisory authorities are annual
production capacities of 1,200,000 tonnes of semi-coke,
100,000 tonnes of magnesium alloy, and 100,000 tonnes of
iron alloys. The annual production capacities of the current
magnesium ingots and semi-coke production lines are
15,000 tonnes and 600,000 tonnes, respectively.

After the Group took charge of Xinjiang Tengxiang, it
has been committed to optimize the existing production
facilities and processes and undertook certain technical
enhancement projects in order to improve both production
efficiency and product quality. The major enhancement
projects were completed in November 2016. Since the
completion of these technical enhancement projects and
resumption of full gear production, the average production
has reached approximately 70% of the planned production
capacity. In addition, the Group has also attached great
importance to strengthen the product quality management
which aims to align with the international standards. Xinjiang
Tengxiang was accredited with 1SO9001:2008 certificate
for its magnesium production in January 2017. Not only
does this certificate serves as a testament to the corporate
product quality, but it also significantly increases customer
confidence and broaden the distribution channel, which in
turn maximize corporate benefits.
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Coal is the major consumable energy material in magnesium
production. Featured with abundant coal resources and
lower exploration cost as compared to most of coal
production areas in China, Xinjiang enjoys the proximity
to China’s coal production capacity which has shifted to
western regions, leading to a prominent cost advantage.
Therefore, Xinjiang Tengxiang holds an inherent advantage
in production cost.

Given Xinjiang Tengxiang’s production cost competitive
advantage, the full gear operation and the quality
improvement of its products have established a strong
foundation for its magnesium alloy business, and will
also fuel the rapid growth of the results of the Group’s
magnesium alloy business and make contribution to the
overall results. The Group plans to commence the expansion
of an additional 30,000-tonne magnesium alloy production
line since 2017, of which 5,000-tonne production capacity
expansion is expected to be completed in the second half
of 2017. Upon completion of the first phase expansion, the
annual magnesium alloy production capacity of Xinjiang
base will reach 45,000 tonnes and bring its single factory
production capacity to the forefront of the industry in
China. The Group will continue to increase its efforts in
the technology upgrade of production equipment, so as
to continuously increase the production capacity of its
magnesium products.

The results of the manufacturing business unit reported
continuous improvement with reducing loss. This business
unit will continue to strive for resources conservation, cost
reduction and production efficiency enhancement.

The revenue generated from Japan recorded an increase
and the results were also improved. This business unit will
put effort to explore new customers and aimed at creating
new value and improving the performance.

The revenue from Personal Communication Products
Strategic Business Unit posted growth. This business unit
will continue to focus on the development of POS terminals
and mobile payment related products, broaden customer
base and source new income streams.

8 Group Sense (International) Limited ® Annual Report 2016
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Given the growing attention on new eco-friendly materials
across the globe and the sustained growth of magnesium
consumption, the lightweight alloy materials such as
magnesium alloy are expected to achieve rapid growth
in the coming years along with the support from China’s
13th Five-Year Plan. To cater for the future customers’
demand for magnesium alloy products, the Group will
capture the opportunities by expanding production capacity
and market network, attracting new source of customers,
optimizing equipment and technology of the production
lines and enhancing production efficiency. The Group plans
to invest in phases in the coming years and eventually
construct a production plant that is capable for all of the
government-approved 100,000-tonne production capacities
of magnesium alloy, as the Group is striving to boost its
magnesium alloy business and become one of the top
manufacturers in the global magnesium market.

In respect of existing businesses, the Group’s business units
will continue to enhance their operational efficiency, so as to
maintain improvement of their business performance.

FINANCIAL REVIEW

Revenue of the Group for the year ended 31 December
2016 was approximately HK$363,676,000 (For the nine
months ended 31 December 2015: HK$139,537,000). During
the year under review, magnesium business, PCP and
SP business units recorded revenue of HK$132,021,000,
HK$58,692,000 and HK$172,963,000, respectively.

During the year, the Group has completed the negotiation
of adjustments to the purchase consideration with the
sellers of Xinjiang Tengxiang. Pursuant to the sale and
purchase agreement entered by the Group and the sellers,
the purchase consideration shall be adjusted by the
operating gain or loss of Xinjiang Tengxiang for the period
from 1 May 2015 to the completion date. Accordingly
the purchase consideration for the acquisition was
finalised as RMB54,482,000 (equivalent to approximately
HK$66,027,000) and the difference with the provisional
consideration as at 31 December 2015 was recognized as
additional gain on bargain purchase. The consideration
payable of the Group was also reduced by RMB17,794,000.
However, in accordance to HKFRSs, as the acquisition of
Xinjiang Tengxiang was completed in December 2015, the
increase in the gain on bargain purchase was restated to
the comparative figures (for the period from 1 April 2015
to 31 December 2015) instead of the current year in this

B (B ARAR » 2016 BFHE 9
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annual report. The result for the period from 1 April 2015 to
31 December 2015 was restated to reflect the increase in
the gain on bargain purchase amounting to RMB17,794,000
(equivalent to approximately HK$21,564,000). The
aggregate gain on bargain purchase arising from the
acquisition is approximately HK$28,746,000.

Excluding the effect of the gain on bargain purchase,
operating loss of the Group during the year under
review was approximately HK$4,113,000 (For the nine
months ended 31 December 2015: loss of approximately
HK$27,367,000). After deducting finance costs of
approximately HK$1,362,000 (For the nine months ended
31 December 2015: approximately HK$934,000) and other
operating expenses of approximately HK$25,526,000 (For
the nine months ended 31 December 2015: approximately
HK$180,000), loss before tax was approximately
HK$31,001,000 (For the nine months ended 31 December
2015: approximately HK$28,481,000). After taking into
account of taxation of approximately HK$22,000 (For the
nine months ended 31 December 2015: Nil), loss for the year
was approximately HK$31,023,000 (2015: approximately
HK$28,481,000).

The increase in other operating expenses from HK$180,000
to HK$25,526,000 is mainly due to the recognition of certain
operating expenses of HK$25,066,000 arising from the
idle capacity of Xinjiang Tengxiang. Since the completion
of acquisition of Xinjiang Tengxiang in December 2015,
the Group has scheduled and focused at executing the
work plan to review and streamline the existing production
facilities and workflow. During the year under review, the
Group has spent approximately HK$61,525,000 to upgrade
the production lines, enhance the production efficiency and
improve the quality of the products. Such upgrades have
been completed in around November 2016 and Xinjiang
Tengxiang resumed normal production afterwards. To avoid
the distortion of the presentation of operating performances,
the indirect costs for idle capacity have been reclassified to
other operating expenses.

Regarding the statement of financial position, inventories
increased by HK$25,236,000 to approximately
HK$83,826,000 and trade receivables increased by
HK$23,246,000 to approximately HK$43,546,000.
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LIQUIDITY AND FINANCIAL RESOURCES

On 31 December 2016, the cash and cash equivalent
and pledged deposits of the Group were approximately
HK$137,757,000 (31 December 2015 HK$375,649,000).
The Group’s bank borrowings as at 31 December 2016 were
HK$21,285,000 (31 December 2015: HK$68,927,000). The
Group’s bank borrowings were denominated in Hong Kong
dollars with floating interest rate and short term in nature.

As at 31 December 2016, the gearing ratio of the Group,
defined as total bank borrowings divided by shareholders’
equities, was approximately 5.0%. The interest expenses
was approximately HK$1,362,000 during the year.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group has no contingent
liabilities (31 December 2015: nil).

FOREIGN CURRENCIES AND TREASURY
POLICY

Most of the Group’s business transactions, assets and
liabilities are denominated in Hong Kong dollars, Japanese
Yen, United States dollars or Renminbi. The usual treasury
policy of the Group is to manage significant currency
exposure and minimize currency risk whenever it may have
material impact to the Group. During the last twelve months
period, the Group did not engage in any interest rate or
currencies speculations.

EMPLOYEES RELATIONS

As at 31 December 2016, the Group has 69 employees (31
December 2015: 73 employees) in Hong Kong, 5 employees
(31 December 2015: 5 employees) in Japan and 1,120
employees (31 December 2015: 907 employees) in China,
representing an overall increase of approximately 21.2%.
The Group also provides other fringe benefits such as
annual leave, medical insurance and provident fund, etc. for
its staff.
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KEY RISKS AND UNCERTAINTIES

Our Group’s financial condition, results of operations, and
business prospects may be affected by a number of risks
and uncertainties directly or indirectly pertaining to our
Group’s businesses. The followings are the key risks and
uncertainties identified by our Group. There may be other
risks and uncertainties in addition to those shown below
which are not known to our Group or which may not be
material now but could turn out to be material in the future.

Market risk is the risk that deteriorates profitability or
affects ability to meet business objectives arising from
the movement in market demand, product prices, foreign
exchange rates, and interest rates. The management of our
Group keeps continually monitoring these exposures closely
to ensure appropriate measures are implemented on a
timely and effective manner against such risks.

The Group mainly operates in the People’s Republic of
China (the “PRC”) and Hong Kong and is exposed to
foreign exchange risk arising from primarily with respect to
Renminbi, Hong Kong Dollars, Japanese Yen and United
States Dollars. Foreign exchange risk arises from future
commercial transactions, recognised assets and liabilities
and net investments in foreign operations. The Group’s
management does not expect the net foreign currency risk
from these activities to be significant and hence, the Group
does not presently hedge the foreign exchange risks.

The Group has planned to periodically reviews liquid assets
and liabilities held in currencies other than Hong Kong
Dollars to evaluate its foreign exchange risk exposure and
consider the usage of hedging instruments when necessary.

For interest-sensitive products and investments, our Group
analyses its interest rate exposure on a dynamic basis and
considers managing this risk in a cost-effective manner
when appropriate, through variety of means.
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The Group has always been aware of the credit risk
exposure of our customers. In order to minimise the credit
risk, management of the Group has delegated a team
responsible for the determination of credit limits, credit
approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. The
procedures required and ensured that all clients were
regularly assessed and be kept track of their transaction
records and credit history.

Liquidity risk arises if the Group is unable to meet its
obligations when they fall due because of an inability to
obtain adequate funding or liquidate assets. In managing
liquidity risk, the Group monitors cash flows and maintains
an adequate level of cash and cash equivalent to ensure
the ability to finance the Group’s operations and reduce the
impact from the of fluctuation in cash flows.

Operational risk is the risk of loss resulting from inadequate
or failed internal processes, people and systems or from
external events. Responsibility for managing operational
risks basically rests with functional departments of the
Group and its subsidiaries. Key function of the Group is to
guide their standard operating procedures, limits of authority
and reporting framework. Our management will assess
key operational exposures and effect raised in business
development regularly, implement relevant measures and
improve the internal control so that risk can be responsed
and mitigated on a timely and effective manner.

Investment risk can be defined as the likelihood of
extension of its return period relative to the expected
return or occurrence of losses on any particular investment
attributable to changes of external factors. The Group is
well aware of importance of exploring various business
opportunities and territories on a continual basis, and also
implement as the top agenda of the year. Key concern
of projects investment framework will be balancing risk
and return across different investments, and thus risk
assessment is a core aspect of the investment decision
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process. Proper investment assessment and due diligence
procedures have been set up and detailed analysis will
be made before approving investments. Regular updates
on the progress of the investments of our Group would be
submitted to the Board.

Manpower risk means huge demand for talents because
of the Group’s rapid business development while at the
same time facing severe competition over specialists from
the industry and turnover of manpower. Our Group may
face the risk of not being able to recruit and retain key
personnel and talents with appropriate and required skills,
experience and competence to cope with the expansion of
business which would meet the business objectives of our
Group. Our Group will conduct a thorough analysis over
its remuneration system, as well as incentive mechanism
and optimize the compensation structure so as to ensure
remuneration packages can align reasonably with market
standard and maintain its competitiveness. Meanwhile,
recruitment channels are broadened and the talent pool
of senior management are strengthened, so as to further
enhance the promotion opportunities and career path of
employees. Systematic staff training are also being further
enhanced to increase the overall effectiveness of training
and the dissemination of corporate cultures and values.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

Environmental policies and performance mainly means
increasing attention of PRC government paid to
environmental rules and policies and more strict regulatory
requirements. The Group’s subsidiaries and newly acquired
enterprises commenced into operation for a long while
which might lag behind certain environmental and duty
requirements promulgated by PRC government. The
Group monitors impact on business development closely
raised from movements of environmental policy and
external factors. Acting in an environmentally responsible
manner and performing social responsibilities, the Group
is committed to improving and maintaining the long term
sustainability of the communities in which it operates. The
Group endeavours to comply with laws and regulations
regarding environmental protection and adopt effective
measures to achieve efficient use of resources, energy
saving and waste reduction. Green initiatives and measures
have been adopted in daily operation of the Group. Such
initiatives include recycling of resources, energy saving
measures and water saving practices.
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COMPLIANCE WITH LAWS AND REGULATIONS

The Group’s operations are mainly carried out by the
Company’s subsidiaries in mainland China while the
Company is listed on the Stock Exchange. The Group’s
operations accordingly shall comply with relevant laws and
regulations in mainland China and Hong Kong. During the
twelfth months ended 31 December 2016 and up to the
date of this report, to the best of our knowledge, the Group
has complied with all the relevant laws and regulations in
mainland China and Hong Kong, and there was no material
breach of or non-compliance with the applicable laws and
regulations, which results significant loss and negative
impacts by the Group.

RELATIONSHIP WITH EMPLOYEES AND KEY
STAKEHOLDERS

The number of employees of the Group was approximately
1,194 as at 31 December 2016. The remuneration of
employees was determined by the Group with reference
to their performance, work experience and current market
conditions. Employee benefits include annual leave, medical
insurance and provident fund scheme. There has been
no labour dispute or significant change in the relationship
with the employees that affect the normal operations of
the Group. The Directors believe that the Group maintains
admirable relations with its employees.

Our Group understands that it is important to maintain good
relationship with business partners, shareholders, investors
and banks to achieve its long-term goals. To keep up with
our key stakeholders closely, the Group has formulated
corresponding scheme about investor relationship, and also
holds tailored activities from time to time, such as annual/
extraordinary general meetings, on-site visits, seminars
and road-shows. Accordingly, our senior management has
kept good communication, promptly exchanged ideas and
shared business latest update about development of the
Group with them when appropriate. During the year, there
was no material dispute between our Group and its business
partners or banks.

R’ (B BRAR « 2016 BERSE 15



ERELIRS

Corporate Governance Report

ARARERFONEEERBNAEE
REERZ2EZMNL U OBRAEERR
FEA - BE ERMNABEXERR
oo BT XA > AR A2 K ILAR
MEEg NMEAZESWRMAE T A
BUR - DADRE YRR L 1 M hnog AR &= (B 3
BEEZERAE  BRREEFDEZ

Fl2s -
EREARER

BE-T—AFT-A=+—AI5E
N ARE-EBTEEBARMA

[RAFIEZ EMART EMRA DK &%
14FTE 2 RERBEIRTRI(NSF AL - R
TMRBEIS BRI -

RIBFANEXEA6.71& B IENITE
ENHEMERTEFTRELEERREAS
WHIR 2 B RAE RIERBEAE o K :

— FHTEFRRIBRNIERTESE
BREL N FELEAEMERERE
MEEHER T R"FAA+LH
RITHRRBFRE -

ESETESREZBRETH

ARBIERMA EHRAMER10PTEE F
ERETEFR G ZBZETR([IREST
A1) - I LA 2 ST B 22 1650 {F
RAEBERARRES(ES ) ETT
EHRRXPH2IRTH - RAMBESE
LR EERE  RBEE TR N+
A=+—RAUET-_EARMEESEHC
BTIRESTRAIZ B -

The Company recognizes the importance of good corporate
governance to the long-term development of the Group and
has devoted considerable efforts in identifying, formulating,
implementing and enhancing corporate governance
practices in accordance with the needs of the Group.
As mentioned below, the Company has established the
relevant committees/sub-committee and adopted certain
internal policies to improve internal controls and enhance
transparency of business operation of the Group with a view
to protect the interests of its stakeholders.

CORPORATE GOVERNANCE PRACTICES

During the year ended 31 December 2016, the Company
has complied with the Code on Corporate Governance
Practices (the “Code”) as set out in Appendix 14 of the
Rules Governing the Listing of Securities on the Stock
Exchange of Hong Kong Limited (the “Listing Rules”), save
for the deviations as follows:

Under code provision A.6.7, independent non-executive
directors and other non-executive directors should
also attend general meetings and develop a balanced
understanding of the views of shareholders.

— Professor Meng Jian (being a non-executive Director)
and Dr. Tam Wai Ho JP (being a non-executive Director)
were unable to attend the annual general meeting held
on 17 May 2016 as they were obliged to be away for
other matters.

MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted the Model Code for Securities
Transactions by Directors (the “Model Code”) set out in
Appendix 10 to the Listing Rules as the code of conduct
of the Group regarding securities transactions of the
directors of the Company (the “Directors”) on terms no less
exactly than required standard set out in the Model Code.
Having made specific enquiry of all Directors, all Directors
confirmed that they have complied with the required
standard set out in the Model Code throughout the year
ended 31 December 2016.
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THE BOARD

Currently, the Board comprises the following seven Directors:

Shum Sai Chit (Chairman)
Chi Bi Fen (Chief Executive Officer)

Professor Meng Jian
Tam Wai Ho, Samson JP

Kwong Ping Man
Cheung Sound Poon
Kwan Ngai Kit

The Board is responsible for formulating the overall
strategies and policies of the Group, reviewing and
monitoring its financial performance, including preparing
and approving financial statements and overseeing
operational matters of the management, considering the
adequacy of resources, qualifications and experience of
staff of the Group’s accounting and financial reporting
function and their training programmes and budget. Daily
business operations and administrative functions of the
Group are delegated to the management.

The Board meets regularly and board meetings are held at
least four times a year at approximately quarterly intervals.
Notices and agenda of regular board meetings are served
to all Directors at least fourteen days before the meetings to
ensure that all Directors are given the opportunity to attend
and to include matters in the agenda. Discussion materials
of regular board meetings are sent to all Directors for their
study at least three days prior to the meetings. Draft minutes
of board meetings are circulated to all Directors for review
and comments within a reasonable time after the meetings
prior to confirmation. Minutes are recorded in sufficient
detail of the matters considered by the Board and decisions
reached.
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THE BOARD (continued)

During the year ended 31 December 2016, four board
meetings were held by the Company, and the individual
attendance rate of each Director at meetings of the Board,
its committees and General Meetings is as follows:

it/ Brzed
Attended/held
ESERd FUZEERY RAZReed FMZAEEY HHEEZRE RREGAE
Executive
Audit Nomination ~Remuneration Management Members
Committee Committee Committee Committee General
Board Meetings  Meetings Meetings Meetings Meetings Meetings
BTES Executive Directors
it Shum Sai Chit 4/4 — il — — 11
HEE Chi Bi Fen 4/4 — — il — 01
FUTES Non-executive Directors
LREAE Professor Meng Jian 4/4 — — — — 0/1
BEF ATt Tam Wai Ho, Samson JP 3/4 — _ _ _ o/
BIEHTES  Independent Non-
executive Directors
e Kwong Ping Man 414 202 17 17 — 1/
RER Cheung Sound Poon 4/4 2/2 — 11 — 11
R Chen Gang' - - - — — -
B Kwan Ngai Kit 212 7 — — - -

! RZZ—RFZA+HEE
PRI -REXASNBEZHE

B EMRAIE3.10(1) & (2) © A K% 3.10A
BZHE ARBELRERHEE 258
VIEHITES  MBUIERTEEHRI
ELPE—REERESHXBEBEYBKE
BER B2 W ZBILIERTE
ERE FTHRBEIIEREBIMEM
BBIEL < FEHEREK ©

SEEERBCRAYEFERRMR X
% KERHEMER MERHENREE -

Resigned on 7 March 2016
®  Appointed on 6 June 2016

Pursuant to Rules 3.10(1) and (2), and 3.10A of the Listing
Rules, sufficient number of Independent Non-executive
Directors have been appointed and at least one of the
remaining Independent Non-executive Directors has
appropriate accounting or related financial management
expertise The Board has received annual confirmation of
independence from each of its Independent Non-executive
Directors as required under Rule 3.13 of the Listing Rules.

There is no financial, business, family or other material/
relevant relationships among members of the Board.
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THE BOARD (continued)

The Company updates the Directors of the latest changes
in the Listing Rules, Companies Ordinance and other
applicable regulatory requirements from time to time. Apart
from encouraging the Directors to participate in continuous
professional development (“CPD”) courses to refresh and
enhance their knowledge and skills, the Company also
arranged an industry-related in-house seminar for the
Directors and provided them with reading materials relating
to the directors’ duties. All Directors have provided the
Company with their records of training they received during
the year ended 31 December 2016.

A summary of the trainings participated by the Directors
during the year ended 31 December 2016 is as follows:

BEEEREEIEE
Types of continuous
professional
development

EE Directors training"***

HTES Executive Directors

YRR Shum Sai Chit AFEB
A and B

EZS Chi Bi Fen B

FHITESE Non-executive Directors

R Professor Meng Jian B

EBES ATHt Tam Wai Ho, Samson JP B

BYEBTES Independent Non-executive Directors

BB R Kwong Ping Man ARB
A and B

RE R Cheung Sound Poon AKB
A and B

FIEATE Kwan Ngai Kit AR B
A and B

et Notes:

A IR AR

B: MEWRE NYRARARREBNESTHE
KB LR AN ELh 3 R B AR R 8
RETENRNER

A:  Attending seminar(s) or training session(s)

B: Reading newspaper, journals and updates relating to the Company’s
business or directors’ duties and responsibilities, the latest
development of the Listing Rules and other applicable regulatory
requirements, etc.
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THE BOARD (continued)

The Board is responsible for performing the following
corporate governance duties of the Company in accordance
with the “Terms of Reference of Corporate Governance
Function” adopted by it:

(a) to develop and review the Company’s policies
and practices on corporate governance and make
appropriate recommendations;

(b) to review and monitor the training and continuous
professional development of Directors and senior
management;

(c) to review and monitor the Company’s policies and
practices on compliance with legal and regulatory
requirements;

(d) to develop, review and monitor the code of conduct
applicable to employees and Directors; and

(e) to review the Company’s compliance with the Code and
disclosure in the Corporate Governance Report.

During the year under review, the Board has performed the
following corporate governance duties:

e Reviewed and approved the contents of the Corporate
Governance Report included in the 2016 annual report
of the Company;

e Adopted the “Board Diversity Policy”; and

e Reviewed the Whistle-blowing Policy of the Group
to ensure the arrangements for employees to raise
concerns about possible improprieties in financial
reporting and internal control, etc. were adequate.
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Chairman and the Chief Executive Officer of the
Company are Mr. Shum Sai Chit and Ms. Chi Bi Fen
respectively. The roles of the Chairman and the Chief
Executive Officer are clearly segregated and are not
exercised by the same individual. The Chairman is
principally responsible for the Group’s corporate planning
and financial management whereas the Chief Executive
Officer is principally responsible for the overall marketing
and sales strategies of the Group’s products.

NON-EXECUTIVE DIRECTORS

The terms of appointment of the Non-executive Directors
and the Independent Non-executive Directors are fixed for a
specific term, and shall be subject to retirement by rotation
and re-election in accordance with the Bye-laws of the
Company (the “Bye-laws”).

BOARD COMMITTEES

Currently, the Company has set up four committees, namely
the Audit Committee, the Remuneration Committee, the
Nomination Committee and the Executive Management
Committee respectively. Each committee is delegated with
specific authorities by the Board in assisting the Board to
discharge its duties and to administer particular aspects
of the Group’s activities. The roles and functions of each
committee are summarized below:

The Audit Committee was established in 1999. The Company
has adopted Terms of Reference of the Audit Committee in
compliance with code provision C.3.3 of the Code. The Audit
Committee comprises three Independent Non-executive
Directors, namely Mr. Kwong Ping Man (chairman of the
Audit Committee), Mr. Cheung Sound Poon and Mr. Kwan
Ngai Kit.

The principal responsibilities of the Audit Committee is
to provide an independent and professional advice on
financial reporting, to evaluate the effectiveness of internal
control (including the adequacy of resources, qualifications
and experience of staff of the Company’s accounting and
financial reporting function, and their training programmes
and budget) and the sufficiency of external and internal
audits of the Group.
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BOARD COMMITTEES (continued)

After each Audit Committee meeting, the chairman of the
Audit Committee will report to the Board of the significant
issues discussed by the Committee for the Board’s
information and/or consideration.

The Audit Committee has held two meetings (both meetings
have invited the auditors of the Company to participate)
in the year ended 31 December 2016. The major tasks
accomplished by it during the year are summarized below:

Reviewed the final results for the period ended 31
December 2015 and the interim results for the six
months ended 30 June 2016, and confirmed that the
accounting principles and practices adopted as well as
the disclosures made in such financial statements were
appropriate, accurate and fair;

Reviewed the internal control procedures and risk
management matters;

Discussed with the auditors on the scope of audit for
the year ended 31 December 2016; and

Reviewed the adequacy of resources, qualifications
and experience of staff of the Company’s accounting
and financial reporting function, and their training
programmes and budget.

The Audit Committee has reviewed the annual results of the
Group for the year ended 31 December 2016.
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BOARD COMMITTEES (continued)

The Remuneration Committee was established in 1996.
The Company has adopted Terms of Reference of the
Remuneration Committee in compliance with code provision
B.1.2 of the Code. The Remuneration Committee comprises
an Executive Director, namely Ms. Chi Bi Fen and two
Independent Non-executive Directors, namely Mr. Kwong
Ping Man (chairman of the Remuneration Committee) and
Mr. Cheung Sound Poon.

The Remuneration Committee is responsible for making
recommendations to the Board on the Company’s policy
and structure in relation to remuneration of the Directors
and senior management of the Company. It schedules
to meet at least once a year to review and determine the
remuneration packages of the Executive Directors and
senior management and to make recommendation to the
Board of the remuneration of Non-executive Director. In
determining and approving the remuneration of Directors
and senior management of the Company, the Remuneration
Committee will take into consideration of various factors
such as market competitiveness, individual performance and
profitability of the Company and its business units.

The Remuneration Committee has held one meeting
in the year ended 31 December 2016 to review the
existing remuneration policies of the Directors and senior
management of the Company, etc.

The Nomination Committee was established in 2012.
The Company has adopted Terms of Reference of the
Nomination Committee with reference to code provision
A.5.2 of the Code. The Nomination Committee comprises
an Executive Director, namely Mr. Shum Sai Chit (chairman
of the Nomination Committee) and two Independent Non-
executive Directors, namely Mr. Kwong Ping Man and Mr.
Kwan Ngai Kit.

The Nomination Committee is responsible for reviewing the
structure, size and composition of the Board, identifying
individuals suitably qualified to become Directors and
making recommendations to the Board on the appointment
or reappointment of Directors, assessing the independence
of the Independent Non-executive Directors and monitoring
the implementation of the Board Diversity Policy of the
Company.
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BOARD COMMITTEES (continued)

The Nomination Committee has held one meeting in the year
ended 31 December 2016, together with by means of written
resolutions, to review and deal with the following major
issues:

e Reviewed the qualifications and experiences of
individual Directors as well as their roles and
responsibilities in the Group to ensure the existing
Board structure is fit for the business growth of the
Group; and

e Reviewed the degree of diversity of the existing Board.

The Executive Management Committee was established
in 2005 with written terms of reference to operate as a
general management committee under the authority of the
Board. Currently, the Executive Management Committee
comprises two Executive Directors, namely Mr. Shum Sai
Chit (chairman of the Executive Management Committee)
and Ms. Chi Bi Fen.

BOARD DIVERSITY POLICY SUMMARY

The Company has adopted the Board Diversity Policy. The
Company recognizes and embraces the benefits of diversity
of its Board members. All Board appointments will be based
on meritocracy and competence, and the candidates will
be considered against certain objective criteria such as
gender, age, cultural and educational background, ethnicity,
professional qualifications, areas of experience, skills,
knowledge and length of services, etc. The ultimate decision
will be based on merits and contributions that the selected
candidates will bring to the Board.
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AUDITORS’ REMUNERATION

For the year ended 31 December 2016, the total
remunerations paid/payable by the Company to its external
auditors in respect of the audit services and non-audit
services are as follows:

FHET
PR 7 38 B Types of services HK$'000
EZ R Audit services 1,700
15 Total 1,700
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DIRECTORS’ RESPONSIBILITIES FOR
PREPARATION OF THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for
preparing the financial statements which give a true and
fair view of the state of the Group’s affairs and results. The
Group recorded a consolidated net loss of approximately
HK$31,023,000 for the year ended 31 December 2016.

The statement of the auditors of the Company about their
reporting responsibilities on the financial statements is set
out in the “Independent Auditor’s Report” on pages 41 to 49
of this annual report.

COMPANY SECRETARY

Since 20 August 2015, Mr. Fan Kwok Man, Raymond has
been appointed as the Company Secretary. Mr. Fan holds a
Bachelor of Business Administration in Insurance, Financial
and Actuarial Analysis from the Chinese University of
Hong Kong and he is member of the Hong Kong Institute
of Certified Public Accountants and has over 8 years of
experience in auditing, accounting, financial management
and corporate finance.

According to Rule 3.29 of the Listing Rules, Mr. Fan has

taken no less than 15 hours of relevant professional training
during the year ended 31 December 2016.
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SHAREHOLDERS’ RIGHTS

Pursuant to Bye-law 58 of the Bye-laws, Shareholders
holding at the date of deposit of the requisition not less than
10% of the paid up capital of the Company carrying the
right of voting at general meetings of the Company shall at
all times have the right, by written requisition to the Board or
the Secretary of the Company, to require a special general
meeting to be called by the Board for the transaction of any
business specified in such requisition; and such meeting
shall be held within two months after the deposit of such
requisition to the Company’s registered office. If within 21
days of such deposit the Board fails to proceed to convene
such meeting, the requisitionists themselves may do so
in accordance with the provisions of Section 74(3) of the
Bermuda Companies Act 1981 (the “Companies Act”).

Pursuant to Sections 79 and 80 of the Companies Act,
registered Shareholders are entitled to put forward a
proposal at a general meeting if they:

(a) represent not less than 5% of the total voting rights
of the Company at the date of the deposit of the
requisition; or

(b) are not less than 100 registered Shareholders.

The written requisition stating the resolution(s) should be
duly signed by the registered Shareholder(s) concerned,
accompanied by a statement of not more than 1,000 words
with respect to the matter referred to in the proposed
resolution or the business to be dealt with must be deposited
at the Company’s registered office. The Company would
take appropriate actions and make necessary arrangements.
The Shareholder(s) concerned would be responsible for the
expenses incurred in giving effect thereto in accordance
with the requirements under Sections 79 and 80 of the
Companies Act once valid documents are received.
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SHAREHOLDERS’ RIGHTS (continued)

The Board welcomes views, enquires and concerns in relation
to the management and corporate governance of the Group
from Shareholders. Shareholders may at any time send their
enquires and/or concerns to the Board in writing by email
(gsl@gsl.com.hk), by fax ((852) 2802 2697) or by mail to the
principal place of business of the Company for follow up.

For shareholding enquiries, Shareholders may contact the
Hong Kong branch share registrar and transfer office of the
Company, Tricor Secretaries Limited, at Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong.

CONSTITUTIONAL DOCUMENT

The Memorandum of Association and Bye-laws of the
Company was posted on the websites of the Company and
The Stock Exchange of Hong Kong (“Stock Exchange”) on
20 March 2012 and there is no change in such constitutional
document during the year.

RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board has overall responsibilities for risk management
and internal control of the Group. The system of internal
control is designed to manage and mitigate the risk of failure
to achieve business objectives with reasonable assurance
against material misstatement or loss.

The Process Improvement and Internal Audit Sub-committee
was formed in 2002 to provide support to frontline functions
in improving business operations and maintaining internal
control. A comprehensive policy and standard governing the
process improvement and workflow, authority and integrity
of the staff, was promulgated in September 2006.

The Board has conducted annual review of the effectiveness
of the internal control system of the Group which covers the
review of risk management functions, financial, operational
and compliance controls, the adequacy of resources,
qualifications and experience of staff of the Company’s
accounting and financial reporting function and their training
programmes and budget, etc.. The Board considered the
internal control system of the Group effective and adequate.
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RISK MANAGEMENT AND INTERNAL
CONTROLS (continued)

The Company have formulated an inside information policy
providing guideline on handling inside information. The
Company regularly reminds the directors and employees
about compliance with all policies adopted by the Company
regarding inside information including the Model Code
set out in Appendix 10 of the Listing Rules in relation to
dealings in securities of the Company.

INVESTOR RELATIONS

The Group is committed to enhance investor relationship by
increasing its transparency to the investment community.

The following measures have been taken by the Company
to keep investors informed of the latest developments and
news of the Group and to facilitate a two-way communication
between the Company and its Shareholders:

(a) Mailing corporate communication documents such
as interim reports, annual reports and circulars to the
Shareholders periodically and uploading the same on
the websites of the Company and the Stock Exchange;

(b) Publishing announcements through the websites of the
Company and the Stock Exchange;

(c) Making available of the Company’s corporate and
products information on its website;

(d) Organizing general meetings to facilitate direct
exchange of views between the Shareholders and the
management of the Company; and

(e) Encouraging investors to communicate with the
Company through the Company’s website from time to
time.

At the Company’s last AGM held on 17 May 2016, all the
resolutions relating to the adoption of financial statements,
re-election of Directors, reappointment of auditors and grant
of general mandates to issue and repurchase shares have
been duly passed. The forthcoming AGM of the Company is
scheduled to be held on 26 May 2017.
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EXECUTIVE DIRECTORS

Mr. SHUM Sai Chit, age 59, Chairman of the Group. Prior
to joining the Group, Mr. Shum was the Managing Director
of Go Modern Limited which was principally engaged in
manufacturing of textile products and trading activities.
In 1984, Mr. Shum joined Fujian Textiles Import and
Export Corporation as a Manager to oversee importing
and exporting of textile products. Mr. Shum is a graduate
of Consumer Product Pricing and Statistics. Mr. Shum is
currently an executive director of Century Sunshine Group
Holdings Limited (stock code: 509).

Ms. CHI Bi Fen, age 58, chief executive officer of the
Group. Prior to joining the Group, Ms. Chi was the Deputy
General Manager of an electronics equipment company over
17 years. She has an extensive experience in accounting,
taxation and finance in the PRC for more than 15 years.
She is a graduate of Accounting and Finance. Ms. Chi is
currently an executive director of Century Sunshine Group
Holdings Limited (stock code: 509).

NON-EXECUTIVE DIRECTORS

Professor MENG Jian, age 60, is a professor and deputy
officer of State Key Laboratory for Rare Earth Resource
Utilisation, Changchun Institute of Applied Chemistry of
Chinese Academy of Science. He is a deputy officer of
Professional Committee of Solid Science and New Materials
of Chinese Society of Rare Earth. He is also a director
of Chinese Society of Rare Earth and Nonferrous Metals
Society of China. He is an expert of the Association of China
Rare Earth Industry and China Magnesium Association.
Professor Meng has been engaging in research and
development of rare earth magnesium alloys and new
materials. He has contributed to the development and
application of rare earth magnesium alloys in China.
Professor Meng majored in semiconducting from Jilin
University, and holds a master’'s degree from the chemistry
department of Chinese Academy of Science. He holds a
degree of doctor of Engineering from Toyohashi University of
Technology, Japan. Professor Meng is currently a consultant
of Century Sunshine Group Holdings Limited (stock code:
509) for rare earth magnesium alloys projects.
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NON-EXECUTIVE DIRECTORS (continued)

Dr. TAM Wai Ho, Samson JP, aged 53, graduated from
The Chinese University of Hong Kong in 1986 with a
Bachelor degree of Science (Hons), and later was awarded
the degree of Doctor of Philosophy from The Hong Kong
Polytechnic University. In 1992, Dr Tam was awarded the
“Young Industrialist Award of Hong Kong” and was named
one of the “Ten Outstanding Young Persons” in 1997. He
was an elected member of Legislative Council of Hong Kong
(Information Technology, 2008-2012) and is now Chairman
of the Hong Kong Business Angel Network, Chairman of
the Hong Kong Industry-University-Research Collaboration
Association, Chairman of the Technology Development
Committee of Federation of Hong Kong Industries (FHKI)
and Council Member of The Open University of Hong Kong.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. KWONG Ping Man, age 52, is a director of O'Park
Corporate Services Limited which provides corporate
advisory services. Mr. Kwong had served as the chief
financial officer of various companies for almost seven years.
Mr. Kwong has over 15 years of experience in accounting,
finance and administration. He obtained a master’'s degree
in Professional Accounting from the Hong Kong Polytechnic
University. He is a member of the Australian Society of
Certified Practising Accountants, fellow member of the Hong
Kong Institute of Certified Public Accountants, and associate
member of the Hong Kong Institute of Company Secretaries.
Mr. Kwong had been an independent non-executive director
of Yat Sing Holdings Ltd. (Stock code: 3708) until March
2016. Mr. Kwong is currently an independent non-executive
director of Century Sunshine Group Holdings Limited (stock
code: 509), Tang Palace (China) Holdings Limited (Stock
Code: 1181), Elegance Optical International Holdings Ltd.
(Stock Code: 907) and Royal Deluxe Holdings Limited (Stock
Code: 3789).

Mr. CHEUNG Sound Poon, age 56, is currently a senior
audit manager at Chui & Kwok (CPA). He was an audit
senior at Gary W. K. Yam & Co. (CPA). Mr. Cheung has over
35 years of experience in accounting and auditing. He was
an independent non-executive director and the chairman
of audit committee of Century Sunshine Group Holdings
Limited (stock code: 509) between February 2004 and May
2007.
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INDEPENDENT NON-EXECUTIVE DIRECTORS
(continued)

Mr. KWAN Ngai Kit, aged 36, is currently the chief financial
officer and the company secretary of Modern Dental Group
Limited (Stock Code: 3600). Mr. Kwan was the executive
director, the chief financial officer and the company
secretary of Vision Fame International Holding Limited (Stock
Code: 1315) from June 2014 to October 2016. Mr. Kwan
has over 10 years’ experience in auditing. He was a senior
manager in assurance department of Ernst & Young. He
is a member of the Hong Kong Institute of Certified Public
Accountants and a fellow member of the Association of
Chartered Certified Accountants. Mr. Kwan holds a MBA
degree from The Chinese University of Hong Kong and a
Bachelor’'s degree in Accountancy from The Hong Kong
Polytechnic University.

SENIOR MANAGEMENT

Mr. TAM Wai Tong, Thomas, age 55, is responsible for
the overall marketing and sales strategies of the Group’s
products. Mr. Tam has a Diploma in Electronic Engineering
from the Hong Kong Polytechnic University. He has
over thirty years of experience in marketing electronic
components and consumer electronic products. He received
“Advanced Technology Development Award” of “Capital
Magazine's Outstanding Information Technology and
Financial Enterprise Awards” in August 2001.

Mr. Kazuhiro OTANI, age 56, is responsible for OEM/
ODM business in the Strategic Product Division of the
Group. He is the chief executive officer and president of
Kabushiki Kaisha Group Sense, a subsidiary of the Group
in Japan. Mr. Otani graduated from the Kansai University
of Foreign Studies in Osaka, Japan with a Bachelor of
Arts in Foreign Languages, and has been working for a
Japanese electronics company for fourteen years before he
joined the Group. He has spent the latter ten years in the
Hong Kong office of this Japanese company since 1987,
being responsible for sales and marketing of electronic
components such as IC, LCD, etc.

Mr. LEE Koon Hung, age 54, has joined the Group since
1988. Mr. Lee is responsible for the personal communication
products business of the Group. He is also responsible for
overseeing the operation of the Information Technology
Department of the Group since September 2013. Mr. Lee
graduated from the Hong Kong Polytechnic University with
Higher Certificate in Electronic Engineering and obtained
a Bachelor's degree in Computer Science from Asia
International Open University and a Master of Science’s
degree in Engineering Business Management from the
University of Warwick, United Kingdom. He has thirty years
of experience in electronic product development.
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SENIOR MANAGEMENT (continued)

Mr. Yu Sijing, age 72, is the Group’s Chief Engineer for
magnesium products. Mr. Yu joined the Group in 2015
bringing with him over 30 years of valuable experience
from the magnesium industry. Prior to joining the Group, he
had held positions as Factory Director of Henan Province’s
Huagie Magnesium Industry Technology (% #f & ¥ &
fit), Chief Engineer of Taiyuan Yiwei Magnesium Industry
Co., Ltd. (KRS E#%727]), Chief Engineer of Sunmag
Industry, DunAn Group (BZ&EK[5#2), and Production
Process Chief Engineer of Magnesium Alloys Company,
Xinjiang Nonferrous Metals Group (1B EE2EEEAEA
Al). Mr. Yu was appointed as a professional panel member
of the China Magnesium Association in1989, a position he
has held up until today. Mr. Yu graduated from Changsha
Institute of Nonferrous Metals with a Bachelor’'s degree.
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The Board presents their report and the audited financial
statements for the year ended 31 December 2016.

PRINCIPAL ACTIVITIES AND BUSINESS
REVIEW

The Company acts as an investment holding company. The
activities of its principal subsidiaries, joint ventures and an
associate are set out in notes 1, 16 and 17 to the financial
statements, respectively.

Further discussion and analysis of these activities as
required by Schedule 5 to the Hong Kong Companies
Ordinance, including a description of the principal risks and
uncertainties facing the Group and an indication of likely
future development in the Group’s business, can be found in
the Management Discussion and Analysis set out on pages
7 to 15 of this annual report. This discussion forms part of
this directors’ report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group recognises environmental protection is of vital
importance to the long-term development of the Group.
In order to minimise the environmental impact, the Group
will continue to review and improve the effectiveness of its
management practices from time to time. “Environmental,
Social and Governance Report” will be published by the end
of June 2017. For details, please refer to the Company’s
website.

RESULTS AND APPROPRIATIONS

The Group’s loss for the year ended 31 December 2016 and
the Group’s financial position at that date are set out in the
financial statements on pages 50 to 150.

No interim dividend was paid by the Company during the
year under review and the Board does not recommend any
payment of final dividend to Shareholders for the year ended
31 December 2016. The retention of the loss of the Group as
at 31 December 2016 was approximately HK$414,081,000.
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MAJOR CUSTOMERS AND SUPPLIERS
For the year ended 31 December 2016:

(i) The Group’s largest customer and the five largest
customers accounted for 9.5% and 36.3% respectively
of the Group’s total revenue.

(i) The Group’s largest supplier and the five largest
suppliers accounted for 11.2% and 33.8% respectively
of the Group’s total purchases (not including purchases
of items which are of capital in nature).

According to the understanding of the Board, none of the
Directors, their associates or any Shareholders who owned more
than 5% of the Company’s share capital had any interest in the
five largest customers or the five largest suppliers.

SUMMARY FINANCIAL INFORMATION

A summary of the published results and assets, liabilities, and
non-controlling interests of the Group for the last five financial
years, as extracted from the audited financial statements and
restated as appropriate, is set out on page 151. This summary
does not form part of the audited financial statements.

SHARE CAPITAL

There were no movements in the Company’s share capital
during the year.

DISTRIBUTABLE RESERVES

At 31 December 2016, the Company did not have any
reserves available for distribution which was calculated
in accordance with the provisions of the Companies Act
(as amended). In addition, the Company’s share premium
account, in the amount of approximately HK$601,060,000,
may be distributed in the form of fully paid bonus shares.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the year and up to the
date of this report were as follows:

Shum Sai Chit (Chairman)
Chi Bi Fen (Chief Executive Officer)

Professor Meng Jian
Tam Wai Ho, Samson JpP
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EEREBERBEHE) DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS (continued)
BB IR L Kwong Ping Man
iRE A Cheung Sound Poon
BREI(R =T —"E= A+t HET) Chen Gang (resigned on 7 March 2016)
BRERZE—R"FABEZT) Kwan Ngai Kit (appointed on 6 June 2016)
BIFARIHAIE86(2) 1K BBRGELEEZ Pursuant to Bye-law 86(2) of the Bye-laws, Mr. Kwan Ngai
THEZERRBIRASRIT 2 RRBE X Kit will hold office until the forthcoming AGM of the Company
= HRFEERITBEENRER and, being eligible, offer themselves for re-election at the
FAG LBEREEFT - AGM.
RIBARIAAIZE 87§ - b Z+ Kok Pursuant to Bye-law 87 of the Bye-laws, Ms. Chi Bi Fen and
EAREEGRIRERS K BT M Mr. Cheung Sound Poon will retire by rotation and, being
FHFEERITFEEEEE eligible, offer himself for re-election at the AGM.
EEZAREBAFAE L BEET 2 E None of the Directors being proposed for re-election at the
ERMmENEEGI I ARE AR —4F AGM has a service contract with the Group which is not
WHBARECEERERIN MK L2 R determinable by the Group within one year without payment
HEK o of compensation, other than statutory compensation.
BYFPITESZHY INDEPENDENCE OF INDEPENDENT
NON-EXECUTIVE DIRECTORS
RARBEWEIEBIIEHNITTESE B The Company has received from each of its Independent
BRI SCSE A  SRAARSTE MR E Non-executive Directors, namely Mr. Kwong Ping Man, Mr.
BIEEMRAEIAIERBEREE 2B Cheung Sound Poon and Mr. Kwan Ngai Kit, an annual
714 i fE ) B B SRR K o confirmation confirming their independence pursuant to Rule

At > ARFARBEBIUIFRNTESY

RN AT e

3.13 of the Listing Rules.

Non-executive Directors are independent.

Accordingly, the Company considers all the Independent

EERAZESER DIRECTORS’ INTERESTS IN SECURITIES
RZEBE—RE+-_A=+—8 " BEX At 31 December 2016, the interests of the Directors and
NARES REEGRDIEI52GMmFE their associates in the shares and underlying shares of
ZE MRS - SRR £ TR BT 8% the Company and its associated corporations (within the
10 P 2 1R 257 Rl [ AR R &) R 5 R Bl meaning of Part XV of the Securities and Futures Ordinance
Rl SESRBFEIZBEALIRAEAR (the “SFO”)), as recorded in the register maintained by the
AINRHEBE AR (EE REFS KEERED Company under Section 352 of the SFO or as otherwise
([FEx RHAGERG ) EXVE) A 2K notified to the Company and the Stock Exchange pursuant
PRI 2 EmPT to the Model Code set out in Appendix 10 to the Listing
Rules, were as follows:
FrgERROHE (F8)
Number of ordinary shares held (long position)
BARER EEER EERT
(NBREEA RikfER (RREEE N
EEpE S6%R) (BEER) #E) nE BA
Personal Family Corporate
interests (held interests interests (held
as beneficial (interest of by controlled % of issued
Names of Directors owner) spouse) corporation) Total share capital
BER rvat 63,464,000 4,600,000 75,754,236 143,818,236 5.00
Tam Wai Ho, Samson s (§#:£ 1) (Note 1) (H#:£2) (Note 2)
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SRR 2 51,464,000 AX (D -

2. 75,754,236 8% 8% 15 A Earnmill Holdings
Limited ([Earnmill |) Z Z3& &5  Earnmill &
—Z%K M Kiteway Assets Limited ([Kiteway|)
X TTNB Profits Limited ([TTNB ) F#5% 8
ZAF] > M Kiteway X TTNB B9 Bl 2 F 5
BLAFRTREREEE2EHRE -

3. BEEZELAFHIIFEEanmillZES -

4. BEZZT—RFF-A=+—8HIt  ARRZ
BT B2/ 2,874,390,068 i ©

DIRECTORS’ INTERESTS IN SECURITIES
(continued)

Notes:

1. Such shares included the 51,464,000 shares which are jointly owned
by Dr. Tam Wai Ho, Samson JP and Mr. Tam Wai Tong, Thomas.

2. The 75,754,236 shares are registered in the name of Earnmill Holdings
Limited (“Earnmill”), a company which is owned by Kiteway Assets
Limited (“Kiteway”) and TTNB Profits Limited (“TTNB”) in equal shares.
Kiteway and TTNB in turn are wholly owned by Dr. Tam Wai Ho,
Samson JP and Mr. Tam Wai Tong, Thomas respectively.

3. Dr. Tam Wai Ho, Samson JP, is also a director of Earnmill.

4. The total number of issued shares of the Company as at 31 December
2016 was 2,874,390,058 shares.

BERGARARERELEERYA (FR)
Number of ordinary shares interested or
deemed to be interested (long position)

N DERE fiEREE
(NEREEA (BEREE BRITZRA
BEpA iy B an%E) EYT 3 #8) ag BN
Corporate
Personal interests % of issued
interests (held (held by share capital
Name of associated as beneficial Family controlled of associated
Names of Directors corporation owner) interests  corporation) Total  corporation
aLE:3 Gt EERRERAT 26,166,766 — — 26,166,766 0.57%
Shum Sai Chit ussloy Al (Wit 1) (note 1)
Century Sunshine Group
Holdings Limited
(“Century Sunshine”)
HEZ gt 31,519,934 — — 31,519,934 0.69%
Chi Bi Fen Century Sunshine (#1:£2) (note 2)
B 425 5% 6,389,145 — — 6,389,145 0.14%
Kwong Ping Man Century Sunshine (#1£3) (note 3)
FEA 425 5% 1,000,000 — — 1,000,000 0.03%
Cheung Sound Poon Century Sunshine (#1it4) (note 4)
AR Leslh 3,839,797 — — 3,839,797 0.13%
Kwan Ngai Kit Century Sunshine (#13£5) (note 5)

36 Group Sense (International) Limited ® Annual Report 2016



EFERS

Report of the Directors

EEHAE RS ER(E)
RIEESEER G 2= (FR) (F)

wit

(1) 14,666,305 4 k5 RO ALttt EEEE
ZE A K& 11,500,461 B 4285 Y B 19 T AR 1
Frea 2 B IR A MLt R Se A 31T 2 HERAAR
MEE o

(2) 12,352,499t MMM EST LT HE
¥R 219,167,435 Bt 42 5 Y B 19 TH AR &
Frsa 2B ppn B L8172 R
BEE o

(8) REEAERE KRG THIRIEFTIH A 2 BB A
B RS S BT 2 SRR BB -

(4) ZERDB1E 400,000 Bt 425 M5 - Eh
REAREEEERS - 600,000 i 4205
BipRREERERBERES °

(5) ZEWMBIE2560,010 8%t 425 3 15 M
BRGLEZEBEENEAEERE &
1,279,787 Bt 42 b5 YRR 10 T AR & = S0UE /NA
Frita 2 BT R A SOE/ MAR T 2 MR
MEE

B EXABBES  RB—AE+=
A=+ —H SEFRESIBEAL
B A D B SR AT B A A (T H R
B % B E01) 2 1815 B A8 B AR 19 7 e
AR AR -

BB

RAHEMEERREZHS - AT
I B RAN (AT BB A i T &)

EEREREEBZBEFE

ARBEFRARERREREZEE
BRI FRME29ERI2E -

DIRECTORS’ INTERESTS IN SECURITIES
(continued)

Interests in the shares of associated corporations
(long position) (continued)

Notes:

(1) 14,666,305 shares in Century Sunshine are directly owned by Mr.
Shum Sai Chit and 11,500,461 shares in Century Sunshine are the
number of underlying shares which may be issued to Mr. Shum Sai
Chit under the options held.

(2) 12,352,499 shares in Century Sunshine are directly owned by Ms. Chi
Bi Fen and 19,167,435 shares in Century Sunshine are the number of
underlying shares which may be issued to Ms. Chi Bi Fen under the
options held.

(8) These shares in Century Sunshine are the number of underlying
shares which may be issued to Mr. Kwong Ping Man under the options
held.

(4) Such shares include the 400,000 shares in Century Sunshine which
are directly owned by Mr. Cheung Sound Poon and 600,000 shares
in Century Sunshine which are jointly owned by Mr. Cheung and his
spouse.

(5) Such shares include the 2,560,010 shares in Century Sunshine which
are directly owned by Ms. Lee Man Ching, the spouse of Mr. Kwan
Ngai Kit, and 1,279,787 shares in Century Sunshine are the number of
underlying shares which may be issued to Ms. Lee Man Ching under
the options held.

Save as disclosed above, at 31 December 2016, none
of the Directors or their associates had any interests or
short positions in the shares and underlying shares of the
Company or any of its associated corporations as defined in
the SFO.

SHARE OPTIONS

The Company has not adopted any share option scheme
during the year and up to the date of this report.

DIRECTORS’ AND SENIOR MANAGEMENT’S
BIOGRAPHIES

Biographical details of the directors of the Company and the
senior management of the Group are set out on pages 29 to
32 of the annual report.
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed in “Directors’ interests in securities”, at no
time during the year was the Company, or any of its holding
companies, subsidiaries and fellow subsidiaries a party to
any arrangements to enable the Directors to acquire benefits
by means of the acquisition of shares in, or debentures of,
the Company or any other body corporate.

DIRECTORS’ REMUNERATION

The directors’ fees are subject to shareholders’ approval at
general meetings. Other emoluments are determined by the
Company’s board of directors with reference to directors’
duties, responsibilities and performance and the results of
the Group.

PERMITTED INDEMNITY PROVISION

During the year ended 31 December 2016, a permitted
indemnity provision as defined in the Hong Kong Companies
Ordinance was in force for an indemnity against liability
incurred by the Directors.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

No Directors nor a connected entity of Directors had
a material interest, either directly or indirectly, in any
transactions, arrangements or contracts of significance to
the business of the Group to which any of the Company’s
holding companies, subsidiaries or fellow subsidiaries was a
party during the year.

PURCHASE, SALE OR REDEMPTION OF THE
COMPANY’S LISTED SECURITIES

Neither the Company nor any of its subsidiaries has
purchased, sold or redeemed any listed securities of the
Company during the year ended 31 December 2016.

38 Group Sense (International) Limited ® Annual Report 2016



EFERS

Report of the Directors

FERR
FfiXT)i&ﬁﬁE?*:Fé%Z%ﬁﬁ?l\ TR
7 A¢+: E+_E’E%KQ

zxﬂx?ﬁ%ﬂﬁﬁﬁpﬂiﬁz

UNEIE =W N/N ) HE 75 A
KB
REREZHE

Name of Shareholder

SUBSTANTIAL SHAREHOLDERS

At 31 December 2016,

the register of substantial

shareholders kept by the Company pursuant to Section 336
of the SFO shows that other than the interests disclosed

above in respect of certain Directors,

the following

Shareholder had notified the Company of relevant interests
and short positions in the issued share capital of the
Company:

FrZER e 21T

BRAEE (FE) BARzBSH
Number of ordinary

shares held % of issued

(long position) share capital

Ming Xin Developments Limited (#/5# 1) (note 1)
New Bright Group Limited (#75%2) (note 2)

WA FE R BIERBR AR (AL 3)

Century Sunshine Group Holdings Limited (note 3)

MXE (Hfat4)

Chi Wen Fu (note 4)
BERMES)

Tam Wai Tong (note 5)
== (Hit6)

Mui Kai Wai (note 6)
BlEZ(H76)

Tam Wai Ho (note 6)
Wizt -

(1) 1,491,197,454 1% Ming Xin Developments
Limited Bz ¥EA -

(2) Ming Xin Developments Limited & New
Bright Group leltedZ 2EWBE ARG -
Wt MES LB EKYME New

Bright Group L|m|ted?}§ﬁ75’ﬁé‘é7ﬁl\/lmg Xin
Developments Limited B # x5 2 2 2% (D
s o

(3) New Bnght Group L|m|ted7%1ﬁiﬂf5ﬁ7‘52i
BB AR - Bt REFREERAmE
B ER A EE Mlng Xin Developments
Limited #EH s 2 2PN 2k o

(4) X =E % &£ E LB XMing Xin
Developments Limited 2 S #4E AR A 7)) BB
KALT Bl =9 2 —s A EFRRHE o Bl - F

E REERGIME  AXERERRAES
l\/||ng Xin Developments Limited Az 2
2 E R 2 e o

ZERGEIE ()HERE %E&ﬁf =18
THFEHHE 2 51,464, oooﬂxﬂx ; (||)p$1$%
S 4 B BEA 2 18,000,000 B AR ) K (iii)
75,754,236 B Earnmill (— R B @ 4
%g%f %T%i%ﬁﬁtm%%zi\ﬁ%ﬁz/a
AE=EMESR -

(6) ERFBLZBESR EX[EREARZESRE
@R EERER - EEE LT RERRE
T2BRE BREBEESRBEGIEXVE
RS X TWRBNERRELTHRA 2K
A -

\

1,491,197,454 51.88
1,491,197,454 51.88
1,491,197,454 51.88
1,491,197,454 51.88
145,218,236 5.056
143,818,236 5.00
143,818,236 5.00

Note:

Q)

2)

1,491,197,454 shares are beneficially owned by Ming Xin
Developments Limited;

Ming Xin Developments Limited is a wholly-owned subsidiary of New
Bright Group Limited. As such, New Bright Group Limited is deemed
to be interested in all the shares in which Ming Xin Developments is
interested by virtue of the SFO.

New Bright Group Limited is a wholly-owned subsidiary of Century
Sunshine. As such, Century Sunshine is deemed to be interested in all
the shares in which Ming Xin Developments is interested by virtue of
the SFO

Mr. Chi Wen Fu controls more than one-third or more of the voting
power at general meetings of Century Sunshine (the ultimate holding
company of Ming Xin Developments Limited). As such, Mr. Chi Wen
Fu is deemed to be interested in all the shares in which Ming Xin
Developments Limited is interested by virtue of the SFO.

Such shares include: (i) the 51,464,000 shares which are jointly
owned by Mr. Tam Wai Tong and Dr. Tam Wai Ho; (ii) Mr. Tam Wai
Tong directly owns 18,000,000 Shares; and (iii) 75,754,236 shares are
beneficially owned by Earnmill, a company which is ultimately wholly
owned by Mr. Tam Wai Tong and Dr. Tam Wai Ho, in equal shares.

The shareholding of Dr. Tam Wai Ho is also included in the “Directors’
Interests in Securities” disclosed above. Mrs. Tam Mui Ka Wai is
the spouse of Dr. Tam Wai Ho and therefore Mrs. Tam Mui Ka Wai
is deemed to be interested in the shares owned by Dr. Tam Wai Ho
pursuant to Part XV of the SFO.
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SUBSTANTIAL SHAREHOLDERS (continued)

Save as disclosed above, as at 31 December 2016, the
Company had not been notified by any persons who had
interests or short positions in the shares or underlying
shares of the Company which would fall to be disclosed to
the Company under the SFO.

PRE-EMPTIVE RIGHTS

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

CONNECTED TRANSACTION

Other than those disclosed in Note 41 to the financial
statements, there was no connected transaction during the
year and in prior period.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the
Company and within the knowledge of the Directors, the
Company has maintained the prescribed public float under
the Listing Rules, as at the latest practical date prior to the
printing of this report.

AUDITORS

There has been no change in the auditors of the Company
during the past three years. Ernst & Young will retire and the
Company will propose a resolution at its forthcoming AGM
to reappoint Ernst & Young as auditors of the Company.

By order of the Board

Mr. Shum Sai Chit
Chairman

Hong Kong
29 March 2017

40 Group Sense (International) Limited ® Annual Report 2016



B XBENR S

Independent Auditor’s Report

s
EY =i

BEE(ER)ARAFAERR
(EBRELMA L ZBRAA])

Ernst & Young

: 0ZE 150 B 1 1 5 (F
BOERAR(ERA D) REKE QT
S8 D 2REaMBHRE BRE-2F
—RNFE+-_A=+—BHHNHEAHEBERR
* BHEZBALFEMNGAEZREM
FPEHBRAR GEEREBHRNGEER
ERERAMGEVERERMGE - £1F
FESHHEME -

BMRE HEREVBERRERES
BEHMAG([BESMAE])MH
BB HHRSEMN(EEM B RS
EANDEERAFHRBR EEER_F
—ARNETZA=1T—HNEaMBERR
LRERBEZRILFENSEAVHRR
e RE WEERBEBRFK
IR RBEREZLERE -

RRHER

BHEREBEE DS RS EMNER
ZEER([FBRBCER ) ETERZ -
BMEZFERTAENEED EAR
SEH R FA S REAENE
F—EtEE— T - RIBEFESETAD
RERMmNEXEAE TR
1) HMBILY BEE - UEETT
Al B EE - MIEE - &M
PMESNEZREREERD  BEMRRK
FeEZE R 7 &7 -

22/F, CITIC Tower
1 Tim Mei Avenue
Central, Hong Kong

RSB Tel EE: +852 2846 9888
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To the shareholders of Group Sense (International) Limited
(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of
Group Sense (International) Limited (the “Company”) and
its subsidiaries (the “Group”) set out on pages 50 to 150,
which comprise the consolidated statement of financial
position as at 31 December 2016, and the consolidated
statement of profit or loss and other comprehensive income,
the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then
ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

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 2016, 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.

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 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. We believe
that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, 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. For each matter below,
our description of how our audit addressed the matter is
provided in that context.

We have fulfilled the responsibilities described in the
Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report, including in
relation to these matters. Accordingly, our audit included
the performance of procedures designed to respond to
our assessment of the risks of material misstatement of the
consolidated financial statements. The results of our audit
procedures, including the procedures performed to address
the matters below, provide the basis for our audit opinion on
the accompanying consolidated financial statements.

42 Group Sense (International) Limited ® Annual Report 2016



B BN R
Independent Auditor’s Report

EMHEBEROMAE How our audit addressed
BAREREE EZBAREERSHE Key audit matter the key audit matter
EWE 2 8RR (8 Impairment of trade receivables
R-E—RE+- BHPIEEEEZ As of 31 December 2016, Our procedures to evaluate
A=+—8H - & RBETIEREF £ the Group had trade management’'s impairment
EEEWE SR EUAHE T R receivables with gross assessment included
FHBRE61,000,000 BEIEE A ARG IE amount of HK$61 testing, on a sample basis,
BT R BEBEEE WESER 2T million and provision for the underlying data used
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impairment of HK$17
million. The determination
as to whether a trade
receivable is collectable
involved high level of
management judgement.
Specific factors
management considered
include the age of the
balances, location of
customers, existence of
disputes, recent historical
payment patterns and
any other available
information concerning
the creditworthiness of
counterparties. Management
used these information
to determine whether a
provision for impairment
is required either for a
specific transaction or for a
customer’s balance overall.

The accounting judgements
and estimates and
disclosures for the
recognition of impairment
of trade receivables are
included in notes 3 and 21
to the financial statements.

by management to assess
the collectability of trade
receivables, such as an
aged trade receivable
analysis, payments from
customers.

We tested key aged
balances where no
provision was recognised
to check if there were
any objective evidences
of impairment. This
included sample checking
of payments received
subsequent to the year-
end date and reviewing
historical payment patterns.

We selected a sample
of the significant trade
receivable balances where
a provision for impairment
was recognised and
understood the rationale
behind management’s
judgement. In order to
evaluate these judgements,
we checked the age
of these balances, the
customer’s historical
payment patterns and any
post year-end payments.

In assessing the overall
provision for impairment,
we also considered
the consistency of
management’s application
of policy for recognising
provisions with the prior
years.
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We focused on this area
because the balance
of property, plant and
equipment was significant
and the assessment
process is complex and
highly subjective which
based on the selection of
appropriate comparables
and assumptions such
as discount rate, future
revenue. The Group
engaged an external valuer
to perform the valuation
for the recoverable amount
of the leasehold land and
building and plant and
machinery.

The accounting judgements
and estimates for the
impairment of property,
plant and equipment are
included in note 3 to the
financial statements.

BN EROME How our audit addressed
BREXEE BZHAREREER Key audit matter the key audit matter
YE  BEREEHE Impairment of property, plant and equipment
n - F — K EPEEERET(HERE As of 31 December 2016, We considered the
+Z A=+ — RNEEHE - B the Group had property, objectivity, independence
H E&B8 2 MkegEH- &M plant and equipment of and competence of the
ME- - BENKZ 2EHEEBEUE HK$326 million, which valuation expert. We also
# /&326,000,000 HEAER] - LAE(E mainly comprised leasehold assessed the valuation
B T ERE GEMAERZMG land and building of methodology adopted by
HE+THMEET BHE ZARNE HK$202 million and the valuer with reference
202,000,000# ERE#TTAL plant and machinery of to relevant HKFRSs. We
TABELH#E WEZTELE- HK$102 million. A recent performed market values
102,000,000% EMIFEBwEIT history of losses of the benchmarking against
L BEBEMH EHEAALEE Group is an indicator of comparable properties,
ERELEEEY NEEZHEBEXRR impairment for property, whenever appropriate. We
2 . MELEHE EEEERITS plant and equipment and also evaluated the data
BE B R BRIEE FFET hence an impairment used as inputs for the
It BEEER BEREBAER assessment is required. valuations by checking

to the discount rates for
entities with comparable
size among the industries
and the market unit selling
price of the Group’s
products. For certain
significant property,
plant and equipment,
we also involved our
internal valuation experts
to assist us in evaluating
the assumptions and
methodologies used in the
valuation of recoverable
amount of certain leasehold
land and building and plant
and machinery.
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EMHEBEROMAE How our audit addressed
BAREREE EZBAREERSHE Key audit matter the key audit matter
FEREE Provision for inventories
N-EFE—NRF+- BT HTEEE As of 31 December 2016, We assessed the process,
A=+—H' & 8§ - BZxHF=EAE the Group had inventories methods and assumptions
EEIFEREF B2EEBRERZ net of provision of HK$84 used to determine the
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million, which comprised
of electronics products
and magnesium products.
The electronic products
are usually with short life
cycles, while magnesium
products are usually with
longer life span. The
consumption of inventories
are subject to changing
consumer demands and
market trends which
increased the level of
judgement involved in
estimating inventory
provisions. Judgement
was required to assess
the appropriate level of
provisioning for items which
may be ultimately obsoleted
or sold below cost as a
result of a reduction in
customers’ demand. Such
judgements included
management’s expectations
for future sales and
inventory liquidation plans.

The accounting judgements
and estimates for the
provision of inventories are
included in note 3 to the
financial statements.

provision for slow-moving,
excess or obsolete items.
This included comparing
management’s calculations
for consistency against
those used in the prior
years and assessing the
provision policy adopted by
management by reference
to past usage or sales
history. We tested the
reliability of the underlying
data used by management
to calculate the inventory
obsolescence provisions
by sample checking of an
inventory ageing analysis
and the subsequent sales
orders and usage. We also
tested the accuracy of the
resultant calculation by
assessing the calculation
criteria and recalculating
the provision for the
inventories based on those
criteria.

For those items which were
identified as slow-moving,
excess or obsolete, we
assessed management’s
calculation of net realisable
value by checking to the
latest or subsequent selling
prices.
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OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does
not cover the other information and we do 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
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, 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.

RESPONSIBILITIES OF THE DIRECTORS 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 of the Company 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
of the Company either intend to liquidate the Group or to
cease operations or have no realistic alternative but to do
SO.

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for
overseeing the Group’s financial reporting process.
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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. Our report is made solely to you, as a body, in
accordance with section 90 of the Bermuda Companies
Act 1981, 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.

As part of an audit in accordance with HKSAs, we
exercise professional judgement and maintain professional
scepticism throughout the audit. We also:

o 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.

o 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.

o Evaluate the appropriateness of accounting policies

used and the reasonableness of accounting estimates
and related disclosures made by the directors.
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o 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.

o 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.

o 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.
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HERBYZHMBRENETIBEEH The engagement partner on the audit resulting in this

AR o independent auditor’s report is Chan Sai Yu.
RKEETEN SR Ernst & Young

BFE B ED Certified Public Accountants

BB Hong Kong

—E—+F=AZ+AhA 29 March 2017
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Consolidated Statement of Profit or Loss and Other Comprehensive Income

HE_Z—FE+-A=1+—HIFZ Year ended 31 December 2016

—T-1F
mA—HZE
BE-2-R%¥ —T-0E
+=B=+-B +ZA=+—H
tEE HAf
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
B &% TET TR
Notes HK$’000 HK$'000
(& E51)
(Restated)
N REVENUE 5 363,676 139,537
SHERA Cost of sales (307,214) (104,215)
eS| Gross profit 56,462 35,322
Hip A Rfias Other income and gains 5 19,749 11,532
BERBKR(KE5) Gain on bargain purchase (restated) - 28,746
HERDHZ I Selling and distribution expenses (21,972) (17,811)
st Administrative expenses (39,948) (41,401)
RERAZEZ N Research and development expenses (20,098) (16,141)
HigEd i 58 Other operating expenses, net (25,526) (180)
BEKA Finance costs 7 (1,362) (934)
FEIEEF R B8 - Share of profits and losses of
=N- VNGl Joint ventures 1,695 1,136
il YNG] Associate 1) (4)
BiAT(B8) 87 (LOSS)/PROFIT BEFORE TAX 6 (31,001) 265
s Income tax expense 10 (22) —
REE /BB (FE)8F (LOSS)/PROFIT FOR THE YEAR/PERIOD (31,023) 265
LT N OTHER COMPREHENSIVE INCOME
REBREN D BEREN Other comprehensive income to be
Hi2EBA : reclassified to profit or loss in subsequent
periods:
TEBINEB Exchange differences on translation of
bE N =R foreign operations (27,025) (7,971)
AEE/HHE2E TOTAL COMPREHENSIVE LOSS FOR
BEAH THE YEAR/PERIOD (58,048) (7,706)
ELARER /MR (5E),/ (Loss)/profit for the year/period
A attributable to:
AREIRERA A Equity holders of the Company (29,485) 268
el £ Non-controlling interests (1,538) (3)
(31,023) 265
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
HEZZT—R"FT+-A=1T—HI5E Year ended 31 December 2016

—T-0E
mA—HZE
BE-E-RE —T-RF
+=ZA=t-B +ZA=t—H
tEE i)
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
P 3% TER THT
Notes HK$°000 HK$'000
<27
(Restated)

EEARERE /B2 HEE Total comprehensive loss for the year/period

e attributable to:
ARERERA A Equity holders of the Company (56,998) (8,014)
el £ Non-controlling interests (1,050) 308
(58,048) (7,706)
AAFEERESEAELSR (LOSS)/EARNINGS PER SHARE
(B8),/ &7 ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

EAREE (L) Basic and diluted (HK cents) 12 (1.03cents#{fl) 0.01 cents #&fl

(BB BRAF » 2016 BERE 51



fRaMERAR

Consolidated Statement of Financial Position

—ZT—F+=-H=+—H 31 December 2016

gAY —E-AF
2016 2015
Bt & FTHET FHT
Notes HK$’000 HK$’000
(E5)
(Restated)
FRBEE NON-CURRENT ASSETS
Y - R NMEE Property, plant and equipment 13 326,452 313,508
TEfT T AH E KA Prepaid land lease payments 14 42,103 45 668
EEF B RA Deferred development costs 15 — 756
BERAZIEE Investments in joint ventures 16 5,362 4,290
—EERB)ZIRE Investment in an associate 17 17 18
AHEERE Available-for-sale investments 18 6,840 7,300
Rz ® Long term deposits 19 372 10,688
EMBE EBRE Total non-current assets 381,146 382,228
RBEE CURRENT ASSETS
rH Inventories 20 83,826 58,590
U E B ERFK Trade receivables 21 43,546 20,300
TENZRIE Re RHME  Prepayments, deposits and other
W BR R receivables 22 20,151 14,264
B —& & ARIERN Amount due from a joint venture 16 133 885
AHEERE Available-for-sale investments 18 22,245 -
AR B 5K Tax recoverable 1,706 1,826
EEBIERK Pledged deposits 23 — 488
RekReFEEIEE Cash and cash equivalents 23 137,757 375,161
MBNE EETR Total current assets 309,364 471,514
REBEE CURRENT LIABILITIES
JERTE 5 BREK Trade payables 24 48,417 54,431
HihEERZ L EsTBE  Other payables and accruals
(5 E5)) (restated) 25 70,090 132,814
M ERITEE Interest-bearing bank borrowings 26 21,285 68,927
B Provision 27 933 945
JERt—KIB AR —3EEH  Due to a non-controlling shareholder
IR R BR K of a subsidiary 28 216 —
FEAS K Tax payable 115 123
MENE BERE Total current liabilities 141,056 257,240
REEEFE NET CURRENT ASSETS 168,308 214,274
EERERRBAEE TOTAL ASSETS LESS CURRENT
LIABILITIES 549,454 596,502
FRBEMR NON-CURRENT LIABILITY
e — AR R AR X Amount due to a shareholder 29 121,000 110,000
BEFRE Net assets 428,454 486,502
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—E-REF —E—RF
2016 2015
Bt & FET FET
Notes HK$’000 HK$'000
(&&E5)
(Restated)
fi% 1€ EQUITY
AATHEE ABERE Equity attributable to owners of the
Company
BEITIRA Issued capital 31 287,439 287,439
e Reserves 32 148,328 205,326
435,767 492,765
FEE RS Non-controlling interests (7,313) (6,263)
IRt Total equity 428,454 486,502
Mt E A MmERLZ+
Mr. Shum Sai Chit Ms. Chi Bi Fen
o EFE
Director Director
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BE-_ZT—R"F+-_HA=+—HIFE Year ended 31 December 2016

KOARBEEARE
Attributable to equity holders of the Company

BRTRE  RORER EFREGE  RAGR  RbER EXSEER  2Ex 4 FEREE  REER

Share Capital Exchange Non-
Issued ~ premium  redemption Special Other  fluctuation ~ Accumulated controlling Total
capital account* reserve’ reserve’ reserve’ reserve’ losses* Total interests equity

M T Tin it TR St Tin it Tin T it
Note HKBOOO  HKBOOO  HKSOOO  HKSOOO  HKSOOO  HKSOOO  HKSOOO  HKSOOO  HKSOO  HKSO000

(32
(note 32)
N-F-1EMmA-A At 1 April 2015 143719 460,312 49 (60,819) 5,176 52,368 (384,864) 216,311 (6571) 209,740
HREnEE)) Proftfor the period (restated) = - - - - _ %8 28 o) %
SHLHREER: Other comprehensiv loss for
the period:
FESNERELEE  Exchange diferences on
(HEj7)) translafon of oreign
operations(restated) = - - - - (8.282) - (8.262) il (19m)

HHAEBEEE(AET)  Total comprehensive loss for the

period (restated) - - - - - (8.262) 268 (8,014) 308 (7,706)
ikt Issue of shares 3 143720 143719 — - - - - 287439 - 27439
RiEL Share issue expenses 3 - (29m) - - - = = (2971 = (2971)
H-F-RET-A=T-H At31 December 2015 and
RE-nE-f-A 1 January 2016 87439 601,060 49 (60819) 5176 44,086 (384,59) 492,765 (6,263) 486,502
EERE Loss for the year = - - = = - (29485)  (29485) (15%8)  (31,0%9)
ERApRERE: Other comprehensive loss
for the year:
FEENERZELZE  Exchange differences on
{ranslation of foreign
operations - - - - - - (27513) - (27513) 488 (27.02)

FEAmERLE Total comprehensive loss

for the year - - - - - (27513) (29.485) (56,998) (1,050) (58,048)

RZE-RE+ZA=1-H Al 31 December 2016 87439 601,060 49 (60819) 5176 16,573 (414,081) 435,767 (7313) 428,454

* I ERBEREERREMBRRAR ZGEREE *  These reserve accounts comprise the consolidated reserves

148,328,000 7L (== — A4 : 205,326,000 of HK$148,328,000 (2015: HK$205,326,000 (restated)) in the
BT (KEES)) - consolidated statement of financial position.
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Consolidated Statement of Cash Flows

HEZZ—F+=A=1+—HIFE Year ended 31 December 2016
—T-hF
Bz mA—HZE
—E—RF 0%
+=A=t—-B +=ZA=1—H
LFE HAfA]
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
Fioex TER THT
Notes HK$°000 HK$'000
(&)
(Restated)
KEXBRERE CASH FLOWS FROM OPERATING
ACTIVITIES
Piana®/(&8) Profit/(Loss) before tax (31,001) 265
FHE Adjustments for:
BMEKA Finance costs 7 1,362 934
BEEE AN RER Share of profits and losses of joint ventures (1,695) (1,136)
HTATHIEMA Bank interest income 5 (623) (65)
HEME - BFEREFEEE Gain on disposal of items of property,

Pl plant and equipment 5 (89) (5)
e Depreciation 6 27,738 7,717
BRNLHEETEZER Recognition of prepaid land lease

payments 6 1,118 393
SRR BpK AN 3 Amortisation of deferred development

costs 6 397 428
ERERZERARE Impairment of deferred

development costs 6 359 237
— A ERERE Impairment of an available-for-sale

investments 6 460 —
G ERE Provision of slow moving inventories 6 7,058 1,986
BN E SERTRE, CRE Impairment/(reversal of impairment) of

&) %8 trade receivables, net 505 (23)
H B WOBRFOR (E R ) Reversal of impairment of other receivables 6 (5,495) —
RBRR A ZEBERE Write-back of long-aged accruals (3,059) _
—RERRRERE Impairment of an investment in a joint

venture 6 - 180
B U U Gain on bargain purchase 6 — (28,746)
HEMB R a2 e Gain on disposals of subsidiaries 5 — (179)
ElE—KENRER Share of losses of an associate 1 4
(2,964) (18,010)
FEEM Increase in inventories (33,790) (22,210)
FEWE 5 EZ(EMm),/ B (Increase)/decrease in trade receivables (25,059) 5,042
BNHE - ke REMER Increase in prepayments, deposits and other
RN receivables (1,331) (1,617)
RfiReRL,/(Em) Decrease/(increase) in long-term deposits 21 (3)
Y —EEARFIBRD Decrease in amounts due from a joint venture 728 345
ERESEAGEM), B> (Increase)/decrease in trade payables (4,762) 2,153
HiuENRIBEREMEEE  Increase in other payables and accruals
0 896 1,888
EmRERER D Decrease in provision for product warranties (9) (722)
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Consolidated Statement of Cash Flows (continued)

EjZE

T—RFE+=-F=+—HILFE Year ended 31 December 2016

“T-AH%F
BHZ mA—HZE
it At —T-hF
+=ZA=+—-H +=ZA=+—H
LEFE HAfH
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
P TERT THT
Notes HK$’000 HK$'000
(L E7)
(Restated)
ReXBmtRAcHE Cash used in operations (66,270) (33,134)
BEGE Overseas taxes paid (22) —
REFB2RERMF Net cash flows used in operating activities (66,292) (33,134)
REXBRERE CASH FLOWS FROM INVESTING
ACTIVITIES
FEMA Interest received 623 65
RE—GERAZBREWMA Dividend received from a joint venture 585 —
BADE  BERZEER Purchases of items of property, plant and
equipment 13, 36 (52,054) (1,059)
HEME  HENKEBHEEZ  Proceeds from disposal of items of property,
iS58 plant and equipment 148 5
A SR B R Increase in available-for-sale investments (23,380) —
ﬁ%ﬂﬁ% a].Z 5508 Proceeds from disposals of subsidiaries 35 — 4
12 AR AT B 2 AR Additions to deferred development costs 15 — (286)
ﬁ REBWEANBATZ  Advance of loans to a company subsequently
NERBZER acquired as subsidiary — (45,116)
ﬁ%)\%% BERZHBEB Y Increase in long term deposits for purchases
RER SN of items of property, plant and equipment 36 (316) (10,630)
THEE /U@//(UJI]) Decrease/(increase) in time deposits 230,000 (230,000)
WE-HEA Acquisition of a subsidiary 34 (57,429) 428
BREBEBZASRAN/ Net cash flows from/(used in) investing
(i) #8 activities 98,177 (286,589)
MEXBRERE CASH FLOWS FROM FINANCING
ACTIVITIES
BT PTE R Proceeds from issue of shares - 287,439
B BITRS Share issue expenses — (2,971)
B A Finance costs (1,362) (934)
AMIERITER New bank loans 21,285 30,830
BEBITEN Repayment of bank loans (68,239) (27,781)
PR 3R & 8 AN Increase in shareholder’s loan 11,000 68,000
ER—HBAE— éﬂET HIBRE  Increase/(decrease) in an amount due to a
BREgm,/ (sl non-controlling shareholder of a subsidiary 216 (2,002)
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Consolidated Statement of Cash Flows (continued)
HEZZ—F+=A=1+—HIFE Year ended 31 December 2016

—T-RF

82z Eﬂ HZE
—E-RE —hF
+=A=t+-8 +=A= + H
HEE HAfA]

Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015
Fioex TERT TAT
Notes HK$’000 HK$'000
(&)
(Restated)
BMEEKZEL(RE),/RA  Net cash flows (used in)/from financing
it activities (37,100) 352,581
RERREEEE E Z NET INCREASE/(DECREASE) IN CASH
i/ (hd>)F AND CASH EQUIVALENTS (5,215) 32,858
E/Hﬁ%ﬂzﬁi&fﬁégﬁlﬁﬁ Cash and cash equivalents at beginning
of year/period 145,649 113,064
INEEXEE FE Effect of foreign exchange rate changes, net (2,677) (273)
F/ MK BeKRBEE%EER CASH AND CASH EQUIVALENTS AT END
OF YEAR/PERIOD 137,757 145,649
HeRBESEBEALHAIT  ANALYSIS OF BALANCES OF CASH
AND CASH EQUIVALENTS
Be RRTHeR Cash and bank balances 23 97,757 125,161
BT PER Non-pledged time deposits 23 40,000 250,000
R AR ESEE 24 R Cash and cash equivalents as stated in
Re%EER the consolidated statement of
financial position 137,757 375,161
BAREGLR=MAAREEZ Time deposits with original maturity of less
EHHTW\ ﬁﬁiﬁ’ﬁﬁﬁg?ﬁfﬁﬁ three months when acquired, pledged
as security for a bank loan 23 — 488
BARGHRB=AAE Non-pledged time deposits with original
JEIR I E ITE R maturity of more than three months when
acquired 23 — (230,000)
REEBRERERYEZEE R Cash and cash equivalents as stated in
ReFEER the consolidated statement of cash flows 137,757 145,649
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Notes to Financial Statements
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—"NFE+=ZH=+—H 31 December 2016

RAREEHER

%2 (= %)EEE@ET(MSQETJ)%
—EREBREIMKILZERA

PiN/N TZIE**%MMEA%,%,%
7888 255088+ 0 2612 2606A

z= o

o

i

%ﬁirlﬁ REBZEBI R
HEF - BER %%/ 1¢§§E‘|'$E
(fODMJ)EDD ' B
NBFREm * =7 E?%?ﬁﬁ&ﬁ%&%
EhHEeBEEBEER °

‘ ]]

REFEBR  ARBZEEERR
AIRRNEBREAESHEMALZA
Ming Xin Development Limited
MERZ R AR AN KBRS
TR SZ A 8] Alpha Sino Limited ©

ARBZEEZMBRRZFHFBAT ¢

CORPORATE AND GROUP INFORMATION

Group Sense (International) Limited (the “Company”) is
a limited liability company incorporated in Bermuda. The
principal place of business of the Company is located
at Unit 2606A, 26/F, Harbour Centre, 25 Harbour Road,
Wanchai, Hong Kong.

During the year, the Group was involved in the design,
manufacture and sale of original design manufacturing
products (“ODM products”), electronic dictionary
products, personal communication products, provision
of electronic manufacturing services, and manufacture
and sale of magnesium products.

In the opinion of the directors, the immediate holding
company of the Company is Ming Xin Development
Limited, a company incorporated in the British Virgin
Islands and the ultimate holding company is Alpha Sino
Limited, a company incorporated in the British Virgin
Islands.

Particulars of the Company’s principal subsidiaries are
as follows:

AL, BROEBER/ APAEERE
A% T RS AR AE E ZBAH TEXK
Place of Nominal value of
incorporation/ issued ordinary Percentage of
registration and share/registered equity attributable  Principal
Name business capital to the Company activities
BE EiEES
Direct Indirect
RERGANET PEARAME 65,000,000 % 7T - 100 RERHEE
BRARM T+, EFEM
REI A
Global Asia High-tech The People’s HK$65,000,000 Manufacture
Electronics Co., Ltd."* Republic of China and trading
("PRC”)/Mainland of electronic
China products
Group Sense (Holding) EERIHES 3,000% 7T - 100 ®EER
Limited*
British Virgin US$3,000 Investment holding
Islands (“BVI")
Group Sense (S.E.A.) Limited* HBEXAHES 1%7T 100 - REZK
BVI US$1 Investment Holding
Group Sense Investment EBETEHE 1% 100 - REEK
Limited*
BVI US$1 Investment Holding
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Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

1. RRAIREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
S, BERTEER/ ARAELERE
A% RS AR AE E ZBDL FEXK
Place of Nominal value of
incorporation/ issued ordinary Percentage of
registration and share/registered equity attributable  Principal
Name business capital to the Company activities
BE B3
Direct Indirect
BEBRAR BE AR 1,000 T - 100 R RHEE
BREETE BfEmM
LEETR R
200,000 ?
Group Sense Limited Hong Kong Ordinary shares Design and trading
HK$1,000 of electronic
Non-voting 5% products
deferred shares
HK$200,000?
EBEREBRNATF BE 28T - 100 REHER
Group Sense Manufactory Hong Kong HK$2 Investment holding
Company Limited
EEBHRRAR AT BB 28T - 100 Rt R#EE
BTEM
Group Sense Mobile-Tech Hong Kong HK$2 Design and trading
Limited of electronic
products
B PDARKRAR A" RERS Li@ik2,115,837 %L - 9895 REER
ABERR
17,182% 7T
Group Sense PDA Holdings Cayman Islands Ordinary shares Investment holding
Limited* US$2,115,837

Series A preferred
shares US$17,182

EEZLBHARAF BA 10078 7T - 100 R RHE
BTEM
Group Sense PDA Limited Hong Kong HK$100 Design and trading
of electronic
products
EERHHR(BR)BRAR R 10078 7T - 100 HREER
Group Sense Software Hong Kong HK$100 Investment holding
Technology (Hong Kong)
Limited

R (B ARAR » 2016 BFEHE 59



MBWMRME (&)

Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

1. RAREEER(E) 1. CORPORATE AND GROUP INFORMATION
(continued)
EMRIL BERTEER/ ARREERE
A% AR Qe HERRAEE ZBAH FEXK
Place of Nominal value of
incorporation/ issued ordinary Percentage of
registration and share/registered equity attributable  Principal
Name business capital to the Company activities
B EiEES
Direct Indirect
RAHI LT A ZF: 60,000,000 A& - 100  RAREE
EfEm
Kabushiki Kaisha Group Japan JPY60,000,000 Design and trading
Sense* of electronic
products
Supreme Style Technology HBRUHE 100ETT _ 100 1BEER
Limited*
BVI US$100 Investment holding
ERPRABRMGRRERAR  FE/ HEAM AR 25,500,0007T - 51  REEH
(T AFRA]) RERRERRS
PRC/Mainland RMB25,500,000 Provision of
China software and
information
technology
services
EMBERERARAE hE /BN AR 24,500,000 70 - 51 RUEEEH
(TBMBE]) RERRERRS
PRC/Mainland RMB24,500,000 Provision of
China software and
information
technology
services
BEMVHERREBRRA BB 18T - 100 REER
Hong Kong New Materials Hong Kong HK$1 Investment Holding
Industry Investments Limited
MERAEHRERAT hE/hEA AR 171,800,000 7T - 100 SREREE
(TR 1) - FEBEM
Xinjiang Tengxiang Magnesium PRC/Mainland RMB171,800,000 Manufacture
Products Company Limited China and trading
(FrERAEHmBRAR) of magnesium
(“XTMP™) related products
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Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

NAREBER(E)

(1) ZINERF

(2) RIER DI EE T A RS SR E A
ARBEABRRARE 2B E R FEM
BREAGEINAG LIRRZER - TRE
REBBRE2EEMNDIK

(3) MAEKIZZHIIEERE

* OREEBZOKE I ER T E MoK
BETED R AT BB & P E X

FREVNEERREAEE L ANFE
FEABAFESARANEBEES
BZEBHFM2ARBMBAR - &

AR5 REEMMB AR ZFER

mREXE

MEMRIVIBRBE S SAMASRM
ZEBUBHREERN([FEMBRE
EH DA BEABEEEMBERS
ZA - HEESAENTHE B E
ADERE) BEAREFRAR
BREREURBIMRBEREMRE - BR
BN EAENSTAEREN B
BMRIREL KA ERE - (R 5
RSN - PR BB UBITIIE - X
ABRERBATIT -

R E— A EREARE - AEB 2B ERE
E#ERAEHE=A=+t—H%A+T=
R=+—0 UG EEEZERAF
Ming Xin Development Limited Z
HER ARFEZUBHRRRE-Z
—NFE-—A—BEZZT—XRF+=
BA=+—HBz+ @AM - Hitt
e B REMEEWARK - £F
ERREHR GaHIREXRK
HENF2 L BBBORE-Z
—hFMNA—RE_T—AF+=A
=+t—BZNEABHE)H T ER
FEEELR -

CORPORATE AND GROUP INFORMATION
(continued)

Notes:
(1)  Wholly-foreign-owned enterprise

(2) The deferred shares practically carry no rights to dividends or to
receive notice of or to attend or vote at any general meeting of
the Company or to participate in any distribution on winding up.

(8) Sino-foreign equity joint venture established in the PRC

Not audited by Ernst & Young, Hong Kong or another member
firm of the Ernst & Young global network

The above table lists the subsidiaries of the Company
which, in the opinion of the directors, principally
affected the results for the year or formed a substantial
portion of the net assets of the Group. To give details of
other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting
Standards (“HKFRSs”) (which include all Hong Kong
Financial Reporting Standards, Hong Kong Accounting
Standards (“HKASs”) and Interpretations) issued by
the Hong Kong Institute of Certified Public Accountants
("HKICPA”), accounting principles generally accepted
in Hong Kong and the disclosure requirements of the
Hong Kong Companies Ordinances. They have been
prepared under the historical cost convention except
for certain available-for-sale investments, which have
been measured at fair value. These financial statements
are presented in Hong Kong dollars and all values are
rounded to the nearest thousand except when otherwise
indicated.

The Group changed its financial year end date from 31
March to 31 December in the last financial period to
conform to that of its immediate holding company, Ming
Xin Development Limited. The current year financial
statements cover a period of twelve months from 1
January 2016 to 31 December 2016. Accordingly,
the comparative amounts presented for the above
consolidated statement of profit or loss and other
comprehensive income, consolidated statement of
changes in equity, consolidated statement of cash flows
and related notes (which cover a period of nine months
from 1 April 2015 to 31 December 2015) are not directly
comparable with those of the current year.
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Notes to Financial Statements (continued)

7

2.1

—"NFE+=ZH=+—H 31 December 2016

mEEE(E)
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2.1 BASIS OF PREPARATION (continued)

The consolidated financial statements include the
financial statements of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year
ended 31 December 2016. A subsidiary is an entity
(including a structured entity), directly or indirectly,
controlled by the Company. Control is achieved when
the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the
ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group
the current ability to direct the relevant activities of the
investee).

When the Company has, directly or indirectly, less
than a majority of the voting or similar rights of an
investee, the Group considers all relevant facts and
circumstances in assessing whether it has power over
an investee, including:

(a) the contractual arrangement with the other vote
holders of the investee;

(b) rights arising from other contractual arrangements;
and

(c) the Group’s voting rights and potential voting rights.

The financial statements of the subsidiaries are
prepared for the same reporting period as the Company,
using consistent accounting policies. The results of
subsidiaries are consolidated from the date on which the
Group obtains control, and continue to be consolidated
until the date that such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests even if this
results in the non-controlling interests having a deficit
balance. All intra-group assets and liabilities, equity,
income, expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there
are changes to one or more of the three elements of
control described. A change in the ownership interest of
a subsidiary, without a loss of control, is accounted for
as an equity transaction.
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Notes to Financial Statements (continued)

T—RNFE+=-F=+—H 31 December 2016
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2.1 BASIS OF PREPARATION (continued)

If the Group loses control over a subsidiary, it
derecognises (i) the assets (including goodwill)
and liabilities of the subsidiary, (ii) the carrying
amount of any non-controlling interest and (iii) the
cumulative translation differences recorded in equity;
and recognises (i) the fair value of the consideration
received, (ii) the fair value of any investment retained
and (iii) any resulting surplus or deficit in profit or loss.
The Group’s share of components previously recognised
in other comprehensive income is reclassified to profit
or loss or retained profits, as appropriate, on the same
basis as would be required if the Group had directly
disposed of the related assets or liabilities.

2.2CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’s financial
statements.

Amendments to HKFRS 10, Investment Entities: Applying the
HKFRS 12 and HKAS 28 (2011) Consolidation Exception
Amendments to HKFRS 11 Accounting for Acquisitions of Interests
in Joint Operations
HKFRS 14 Regulatory Deferral Accounts
Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS 16 and Clarification of Acceptable Methods of
HKAS 38 Depreciation and Amortisation
Amendments to HKAS 16 and Agriculture: Bearer Plants
HKAS 41
Amendments to HKAS 27 (2011) Equity Method in Separate Financial
Statements
Annual Improvements Amendments to a number of HKFRSs

2012-2014 Cycle
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2.2CHANGES IN ACCOUNTING POLICIES AND

DISCLOSURES (continued)
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(a) Amendments to HKAS 1

Except for the amendments to HKFRS 10, HKFRS 12
and HKAS 28 (2011), HKFRS 14, amendments to HKAS
16 and HKAS 41, amendments to HKAS 27 (2011),
and the Annual Improvements 2012-2014 Cycle, which
are not relevant to the preparation of the Group’s
financial statements, the nature and the impact of the
amendments are described below:

include narrow-focus
improvements in respect of the presentation and
disclosure in financial statements. The amendments
clarify:

(i) the materiality requirements in HKAS 1;

(ii) that specific line items in the statement of profit
or loss and other comprehensive income and
the statement of financial position may be
disaggregated;

(iii) that entities have flexibility as to the order
in which they present the notes to financial
statements; and

(iv) that the share of other comprehensive income
of associates and joint ventures accounted for
using the equity method must be presented in
aggregate as a single line item, and classified
between those items that will or will not be
subsequently reclassified to profit or loss.

Furthermore, the amendments clarify the
requirements that apply when additional subtotals
are presented in the statement of financial position
and the statement of profit or loss and other
comprehensive income. The amendments have
had no significant impact on the Group’s financial
statements.
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (continued)

(b) Amendments to HKFRS 11 require that an acquirer

of an interest in a joint operation in which the
activity of the joint operation constitutes a business
must apply the relevant principles for business
combinations in HKFRS 3. The amendments also
clarify that a previously held interest in a joint
operation is not remeasured on the acquisition of
an additional interest in the same joint operation
while joint control is retained. In addition, a scope
exclusion has been added to HKFRS 11 to specify
that the amendments do not apply when the parties
sharing joint control, including the reporting entity,
are under common control of the same ultimate
controlling party. The amendments apply to both the
acquisition of the initial interest in a joint operation
and the acquisition of any additional interests in the
same joint operation. The amendments are applied
prospectively. The amendments have had no impact
on the Group as there has been no interest acquired
in a joint operation during the year.

Amendments to and HKAS 38 clarify the principle
in HKAS 16 and HKAS 38 that revenue reflects a
pattern of economic benefits that are generated
from operating a business (of which the asset is
part) rather than the economic benefits that are
consumed through the use of the asset. As a
result, a revenue-based method cannot be used
to depreciate property, plant and equipment and
may only be used in very limited circumstances to
amortise intangible assets. The amendments are
applied prospectively. The amendments have had
no impact on the financial position or performance
of the Group as the Group has not used a revenue-
based method for the calculation of depreciation of
its non-current assets.
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23CEMEMKRERNE BT 2.3ISSUED BUT NOT YET EFFECTIVE HONG

HZEAR| KONG FINANCIAL REPORTING STANDARDS
INEE (B 1 4 B 55 L B TS R B 18 R ER The Group has not applied the following new and
FA T 51 B #4018 i 2R A R 6l 5T A revised HKFRSs, that have been issued but are not yet
LASET B B FHE LR o effective, in these financial statements.

BAMBREEN URGBERHITHIRE Amendments to HKFRS 2 Classification and Measurement of
& 2R BFI A 2B EY Share-based Payment Transactions®
BRNBREEN HEBHHFHEER Amendments to HKFRS 4 Applying HKFRS 9 Financial Instruments
FATEFTA FAFREAER with HKFRS 4 Insurance Contracts®
BB BHEER
FHLMIR?
ERUBREREN 2HTA’ HKFRS 9 Financial Instruments’
FE5R
BAMBREEN REZHAEHEL A Amendments to HKFRS 10 Sale or Contribution of Assets between
F10RKRES AELRZEHNEE and HKAS 28 (2011) an Investor and its Associate or Joint
i EA| HES L5 Venture
F 28 BA
(Z%——%)
BRI REEL KHEFLNMME’ HKFRS 15 Revenue from Contracts with Customers®
£15 %
BAMBREERN BBYBEHEERE 155 Amendments to HKFRS 15  Clarifications to HKFRS 15 Revenue from
F1WEIR X5 1?/55\/475?45?52 Contracts with Customers’
BB
BANBREEN HE° HKFRS 16 Leases®
E165
BEe e THRE Amendments to HKAS 7 Disclosure Initiative'
ENETHEHEN
BRQHEN  UREEEERRELH Amendments to HKAS 12 Recognition of Deferred Tax Assets for
F12RETR  BEE' Unrealised Losses'
1 R-E—+F—BF— B z2BHABZEF ! Effective for annual periods beginning on or after 1 January 2017
E B AR
2 RZZE—)N\F—A—BszERBZF 2 Effective for annual periods beginning on or after 1 January 2018
EHAR AR
3 RZZE-—NF—A—BszERAKRZF ° Effective for annual periods beginning on or after 1 January 2019
TS HARS A
4 HAREEREIEMBE BB AR *  No mandatory effective date yet determined but available for
adoption
EHEERARAEENZEE UK Further information about those HKFRSs that are
WEERNE—FSERIOT ¢ expected to be applicable to the Group is as follows:
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2.3ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)

The HKICPA issued amendments to HKFRS 2 in August
2016 that address three main areas: the effects of
vesting conditions on the measurement of a cash-settled
share-based payment transaction; the classification of
a share-based payment transaction with net settlement
features for withholding a certain amount in order to
meet the employee’s tax obligation associated with
the share-based payment; and the accounting where
a modification to the terms and conditions of a share-
based payment transaction changes its classification
from cash-settled to equity-settled. The amendments
clarify that the approach used to account for vesting
conditions when measuring equity-settled share-based
payments also applies to cash-settled share-based
payments. The amendments introduce an exception
so that a share-based payment transaction with net
share settlement features for withholding a certain
amount in order to meet the employee’s tax obligation is
classified in its entirety as an equity-settled share-based
payment transaction when certain conditions are met.
Furthermore, the amendments clarify that if the terms
and conditions of a cash-settled share-based payment
transaction are modified, with the result that it becomes
an equity-settled share-based payment transaction,
the transaction is accounted for as an equity-settled
transaction from the date of the modification. The Group
expects to adopt the amendments from 1 January
2018. The amendments are not expected to have any
significant impact on the Group’s financial statements.

In September 2014, the HKICPA issued the final
version of HKFRS 9, bringing together all phases of the
financial instruments project to replace HKAS 39 and all
previous versions of HKFRS 9. The standard introduces
new requirements for classification and measurement,
impairment and hedge accounting. The Group expects
to adopt HKFRS 9 from 1 January 2018. During 2016,
the Group performed a high-level assessment of the
impact of the adoption of HKFRS 9. This preliminary
assessment is based on currently available information
and may be subject to changes arising from further
detailed analyses or additional reasonable and
supportable information being made available to the
Group in the future. The expected impacts arising from
the adoption of HKFRS 9 are summarised as follows:
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The Group does not expect that the adoption of
HKFRS 9 will have a significant impact on the
classification and measurement of its financial
assets. It expects to continue measuring at fair
value all financial assets currently held at fair value.
Equity investments currently held as available for
sale will be measured at fair value through other
comprehensive income as the investments are
intended to be held for the foreseeable future and
the Group expects to apply the option to present
fair value changes in other comprehensive income.
Gains and losses recorded in other comprehensive
income for the equity investments cannot be
recycled to profit or loss when the investments are
derecognised.

HKFRS 9 requires an impairment on debt
instruments recorded at amortised cost or at fair
value through other comprehensive income, lease
receivables, loan commitments and financial
guarantee contracts that are not accounted for at
fair value through profit or loss under HKFRS 9,
to be recorded based on an expected credit loss
model either on a twelve-month basis or a lifetime
basis. The Group expects to apply the simplified
approach and record lifetime expected losses that
are estimated based on the present value of all
cash shortfalls over the remaining life of all of its
trade and other receivables. The Group will perform
a more detailed analysis which considers all
reasonable and supportable information, including
forward-looking elements, for estimation of expected
credit losses on its trade and other receivables
upon the adoption of HKFRS 9.
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2.3ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)

Amendments to HKFRS 10 and HKAS 28 (2011)
address an inconsistency between the requirements
in HKFRS 10 and in HKAS 28 (2011) in dealing with
the sale or contribution of assets between an investor
and its associate or joint venture. The amendments
require a full recognition of a gain or loss when the sale
or contribution of assets between an investor and its
associate or joint venture constitutes a business. For
a transaction involving assets that do not constitute a
business, a gain or loss resulting from the transaction
is recognised in the investor’s profit or loss only to
the extent of the unrelated investor’s interest in that
associate or joint venture. The amendments are to be
applied prospectively. The previous mandatory effective
date of amendments to HKFRS 10 and HKAS 28 (2011)
was removed by the HKICPA in January 2016 and a
new mandatory effective date will be determined after
the completion of a broader review of accounting
for associates and joint ventures. However, the
amendments are available for application now.

HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers.
Under HKFRS 15, revenue is recognised at an amount
that reflects the consideration to which an entity expects
to be entitled in exchange for transferring goods or
services to a customer. The principles in HKFRS 15
provide a more structured approach for measuring and
recognising revenue. The standard also introduces
extensive qualitative and quantitative disclosure
requirements, including disaggregation of total revenue,
information about performance obligations, changes in
contract asset and liability account balances between
periods and key judgements and estimates. The
standard will supersede all current revenue recognition
requirements under HKFRSs. In June 2016, the
HKICPA issued amendments to HKFRS 15 to address
the implementation issues on identifying performance
obligations, application guidance on principal versus
agent and licences of intellectual property, and
transition. The amendments are also intended to help
ensure a more consistent application when entities
adopt HKFRS 15 and decrease the cost and complexity
of applying the standard. The Group expects to adopt
HKFRS 15 on 1 January 2018 and is currently assessing
the impact of HKFRS 15 upon adoption.
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2.3ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-
Int 4 Determining whether an Arrangement contains a
Lease, HK(SIC)-Int 15 Operating Leases — Incentives
and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease. The
standard sets out the principles for the recognition,
measurement, presentation and disclosure of leases
and requires lessees to recognise assets and liabilities
for most leases. The standard includes two recognition
exemptions for lessees — leases of low-value assets
and short-term leases. At the commencement date
of a lease, a lessee will recognise a liability to make
lease payments (i.e., the lease liability) and an asset
representing the right to use the underlying asset during
the lease term (i.e., the right-of-use asset). The right-
of-use asset is subsequently measured at cost less
accumulated depreciation and any impairment losses
unless the right-of-use asset meets the definition of
investment property in HKAS 40. The lease liability is
subsequently increased to reflect the interest on the
lease liability and reduced for the lease payments.
Lessees will be required to separately recognise
the interest expense on the lease liability and the
depreciation expense on the right-of-use asset.
Lessees will also be required to remeasure the lease
liability upon the occurrence of certain events, such
as change in the lease term and change in future
lease payments resulting from a change in an index or
rate used to determine those payments. Lessees will
generally recognise the amount of the remeasurement
of the lease liability as an adjustment to the right-
of-use asset. Lessor accounting under HKFRS 16 is
substantially unchanged from the accounting under
HKAS 17. Lessors will continue to classify all leases
using the same classification principle as in HKAS 17
and distinguish between operating leases and finance
leases. The Group expects to adopt HKFRS 16 on 1
January 2019 and is currently assessing the impact of
HKFRS 16 upon adoption.

Amendments to HKAS 7 require an entity to provide
disclosures that enable users of financial statements
to evaluate changes in liabilities arising from financing
activities, including both changes arising from cash
flows and non-cash changes. The amendments will
result in additional disclosure to be provided in the
financial statements. The Group expects to adopt the
amendments from 1 January 2017.
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2.3ISSUED BUT NOT YET EFFECTIVE HONG

KONG FINANCIAL REPORTING STANDARDS
(continued)

Amendments to HKAS 12 were issued with the purpose
of addressing the recognition of deferred tax assets for
unrealised losses related to debt instruments measured
at fair value, although they also have a broader
application for other situations. The amendments clarify
that an entity, when assessing whether taxable profits
will be available against which it can utilise a deductible
temporary difference, needs to consider whether tax law
restricts the sources of taxable profits against which it
may make deductions on the reversal of that deductible
temporary difference. Furthermore, the amendments
provide guidance on how an entity should determine
future taxable profits and explain the circumstances in
which taxable profit may include the recovery of some
assets for more than their carrying amount. The Group
expects to adopt the amendments from 1 January 2017.

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

An associate is an entity in which the Group has a
long term interest of generally not less than 20% of the
equity voting rights and over which it is in a position to
exercise significant influence. Significant influence is
the power to participate in the financial and operating
policy decisions of the investee, but is not control or
joint control over those policies.

A joint venture is a type of joint arrangement whereby
the parties that have joint control of the arrangement
have rights to the net assets of the joint venture. Joint
control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about
the relevant activities require the unanimous consent of
the parties sharing control.

The Group’s investments in an associate and joint
ventures are stated in the consolidated statement of
financial position at the Group’s share of net assets
under the equity method of accounting, less any
impairment losses.
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POLICIES (continued)

The Group’s share of the post-acquisition results and
other comprehensive income of an associate and joint
ventures is included in the consolidated statement
of profit or loss and other comprehensive income. In
addition, when there has been a change recognised
directly in the equity of the associate or joint venture,
the Group recognises its share of any changes, when
applicable, in the consolidated statement of changes
in equity. Unrealised gains and losses resulting from
transactions between the Group and its associate
or joint ventures are eliminated to the extent of the
Group’s investments in the associate or joint ventures,
except where unrealised losses provide evidence of an
impairment of the assets transferred. Goodwill arising
from the acquisition of an associate or joint ventures
is included as part of the Group’s investments in an
associate or joint ventures.

If an investment in an associate becomes an investment
in a joint venture or vice versa, the retained interest
is not remeasured. Instead, the investment continues
to be accounted for under the equity method. In all
other cases, upon loss of significant influence over
the associate or joint control over the joint venture,
the Group measures and recognises any retained
investment at its fair value. Any difference between the
carrying amount of the associate or joint venture upon
loss of significant influence or joint control and the fair
value of the retained investment and proceeds from
disposal is recognised in profit or loss.

When an investment in an associate or a joint venture
is classified as held for sale, it is accounted for in
accordance with HKFRS 5 Non-current Assets Held for
Sale and Discontinued Operations.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is
the sum of the acquisition date fair values of assets
transferred by the Group, liabilities assumed by the
Group to the former owners of the acquiree and the
equity interests issued by the Group in exchange for
control of the acquiree. For each business combination,
the Group elects whether to measure the non-controlling
interests in the acquiree that are present ownership
interests and entitle their holders to a proportionate
share of net assets in the event of liquidation either at
fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-
controlling interests are measured at fair value.
Acquisition-related costs are expensed as incurred.

When the Group acquires a business, it assesses the
financial assets and liabilities assumed for appropriate
classification and designation in accordance with
the contractual terms, economic circumstances and
pertinent conditions as at the acquisition date. This
includes the separation of embedded derivatives in host
contracts by the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its
acquisition date fair value and any resulting gain or loss
is recognised in profit or loss.

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition
date. Contingent consideration classified as an asset
or liability is measured at fair value with changes
in fair value recognised in profit or loss. Contingent
consideration that is classified as equity is not
remeasured and subsequent settlement is accounted for
within equity.

Goodwill is initially measured at cost, being the excess
of the aggregate of the consideration transferred, the
amount recognised for non-controlling interests and any
fair value of the Group’s previously held equity interests
in the acquiree over the identifiable net assets acquired
and liabilities assumed. If the sum of this consideration
and other items is lower than the fair value of the net
assets acquired, the difference is, after reassessment,
recognised in profit or loss as a gain on bargain
purchase.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

After initial recognition, goodwill is measured at cost less
any accumulated impairment losses. Goodwill is tested
for impairment annually or more frequently if events or
changes in circumstances indicate that the carrying
value may be impaired. The Group performs its annual
impairment test of goodwill as at 31 December. For the
purpose of impairment testing, goodwill acquired in
a business combination is, from the acquisition date,
allocated to each of the Group’s cash-generating units,
or groups of cash-generating units, that are expected to
benefit from the synergies of the combination, irrespective
of whether other assets or liabilities of the Group are
assigned to those units or groups of units.

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-
generating units) to which the goodwill relates. Where the
recoverable amount of the cash-generating unit (group of
cash-generating units) is less than the carrying amount,
an impairment loss is recognised. An impairment loss
recognised for goodwill is not reversed in a subsequent
period.

Where goodwill has been allocated to a cash-generating
unit (or group of cash-generating units) and part of the
operation within that unit is disposed of, the goodwill
associated with the operation disposed of is included in
the carrying amount of the operation when determining the
gain or loss on the disposal. Goodwill disposed of in these
circumstances is measured based on the relative value
of the operation disposed of and the portion of the cash-
generating unit retained.

The Group measures its investment properties, derivative
financial instruments and equity investments at fair value
at the end of each reporting period. Fair value is the
price that would be received to sell an asset or paid
to transfer a liability in an orderly transaction between
market participants at the measurement date. The fair
value measurement is based on the presumption that the
transaction to sell the asset or transfer the liability takes
place either in the principal market for the asset or liability,
or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible
by the Group. The fair value of an asset or a liability is
measured using the assumptions that market participants
would use when pricing the asset or liability, assuming that
market participants act in their economic best interest.
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POLICIES (continued)

A fair value measurement of a non-financial asset takes
into account a market participant’s ability to generate
economic benefits by using the asset in its highest and
best use or by selling it to another market participant
that would use the asset in its highest and best use.

The Group uses valuation techniques that are
appropriate in the circumstances and for which sufficient
data are available to measure fair value, maximising the
use of relevant observable inputs and minimising the
use of unobservable inputs.

All assets and liabilities for which fair value is measured
or disclosed in the financial statements are categorised
within the fair value hierarchy, described as follows,
based on the lowest level input that is significant to the
fair value measurement as a whole:

Level 1 — based on quoted prices (unadjusted)
in active markets for identical assets or
liabilities

Level 2 — based on valuation techniques for which

the lowest level input that is significant to
the fair value measurement is observable,
either directly or indirectly

Level 3 — based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is
unobservable

For assets and liabilities that are recognised in the
financial statements on a recurring basis, the Group
determines whether transfers have occurred between
levels in the hierarchy by reassessing categorisation
(based on the lowest level input that is significant to the
fair value measurement as a whole) at the end of each
reporting period.
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POLICIES (continued)

Where an indication of impairment exists, or when
annual impairment testing for an asset is required (other
than inventories, financial assets and goodwill), the
asset’s recoverable amount is estimated. An asset’s
recoverable amount is the higher of the asset’s or cash-
generating unit’'s value in use and its fair value less
costs of disposal, and is determined for an individual
asset, unless the asset does not generate cash inflows
that are largely independent of those from other assets
or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to
which the asset belongs.

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows
are discounted to their present value using a pre-tax
discount rate that reflects current market assessments
of the time value of money and the risks specific to the
asset. An impairment loss is charged to the profit and
loss in the period in which it arises in those expense
categories consistent with the function of the impaired
asset.

An assessment is made at the end of each reporting
period as to whether there is an indication that
previously recognised impairment losses may no
longer exist or may have decreased. If such an
indication exists, the recoverable amount is estimated.
A previously recognised impairment loss of an asset
other than goodwill is reversed only if there has been
a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had
no impairment loss been recognised for the asset in
prior years. A reversal of such an impairment loss
is credited to profit or loss in the period in which it
arises, (only if there are revalued assets in the financial
statements), unless the asset is carried at a revalued
amount, in which case the reversal of the impairment
loss is accounted for in accordance with the relevant
accounting policy for that revalued asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

A party is considered to be related to the Group if:

(a) the party is a person or a close member of that
person’s family and that person

(i) has control or joint control over the Group;

(ii) has significant influence over the Group; or

(iii) is a member of the key management personnel
of the Group or of a parent of the Group;

or

(b) the party is an entity where any of the following
conditions applies:

(i) the entity and the Group are members of the
same group;

(ii) one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

(iii) the entity and the Group are joint ventures of
the same third party;

(iv) one entity is a joint venture of a third entity
and the other entity is an associate of the third
entity;

(v) the entity is a post-employment benefit plan for
the benefit of employees of either the Group or
an entity related to the Group;

(vi) the entity is controlled or jointly controlled by a
person identified in (a);

(vii)a person identified in (a)(i) has significant
influence over the entity or is a member of the
key management personnel of the entity (or of a
parent of the entity); and

(viii) the entity, or any member of a group of which it
is a part, provides key management personnel
services to the Group or to the parent of the
Group.
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POLICIES (continued)

Property, plant and equipment, other than construction
in progress, are stated at cost less accumulated
depreciation and any impairment losses. The cost of
an item of property, plant and equipment comprises its
purchase price and any directly attributable costs of
bringing the asset to its working condition and location
for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs
and maintenance, is normally charged to profit or loss
in the period in which it is incurred. In situations where
the recognition criteria are satisfied, the expenditure
for a major inspection is capitalised in the carrying
amount of the asset as a replacement. Where significant
parts of property, plant and equipment are required to
be replaced at intervals, the Group recognises such
parts as individual assets with specific useful lives and
depreciates them accordingly.

Depreciation is calculated on the straight-line basis to
write off the cost of each item of property, plant and
equipment to its residual value over its estimated useful
life. The principal annual rates used for this purpose are
as follows:

Leasehold land and Over the shorter of the lease

buildings terms or 3%
Leasehold 25%
improvements

Furniture, fixtures 6% to 25%
and equipment

Plant and machinery  10% to 25%

Tooling and moulds 25% to 50%

Motor vehicles 10% to 25%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of that item is
allocated on a reasonable basis among the parts and
each part is depreciated separately. Residual values,
useful lives and the depreciation method are reviewed,
and adjusted if appropriate, at least at each financial
year end.
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POLICIES (continued)

An item of property, plant and equipment including
any significant part initially recognised is derecognised
upon disposal or when no future economic benefits are
expected from its use or disposal. Any gain or loss on
disposal or retirement recognised in profit or loss in the
year the asset is derecognised is the difference between
the net sales proceeds and the carrying amount of the
relevant asset.

Construction in progress represents a building under
construction, which is stated at cost less any impairment
losses, and is not depreciated. Cost comprises the
direct costs of construction and capitalised borrowing
costs on related borrowed funds during the period of
construction. Construction in progress is reclassified
to the appropriate category of property, plant and
equipment when completed and ready for use.

Intangible assets acquired separately are measured on
initial recognition at cost. The cost of intangible assets
acquired in a business combination is the fair value at
the date of acquisition. The useful lives of intangible
assets are assessed to be either finite or indefinite.
Intangible assets with finite lives are subsequently
amortised over the useful economic life and assessed
for impairment whenever there is an indication that the
intangible asset may be impaired. The amortisation
period and the amortisation method for an intangible
asset with a finite useful life are reviewed at least at
each financial year end.

Intangible assets with indefinite useful lives are tested
for impairment annually either individually or at the
cash-generating unit level. Such intangible assets are
not amortised. The useful life of an intangible asset
with an indefinite life is reviewed annually to determine
whether the indefinite life assessment continues to
be supportable. If not, the change in the useful life
assessment from indefinite to finite is accounted for on
a prospective basis.
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All research costs are charged to profit or loss as
incurred.

Expenditure incurred on projects to develop new
products is capitalised and deferred only when the
Group can demonstrate the technical feasibility of
completing the intangible asset so that it will be
available for use or sale, its intention to complete and
its ability to use or sell the asset, how the asset will
generate future economic benefits, the availability
of resources to complete the project and the ability
to measure reliably the expenditure during the
development. Product development expenditure which
does not meet these criteria is expensed when incurred.

Deferred development costs are stated at cost less any
impairment losses and are amortised using the straight-
line basis over the commercial lives of the underlying
products of three years, commencing from the date
when the products are put into commercial production.

Leases where substantially all the rewards and risks
of ownership of assets remain with the lessor are
accounted for as operating leases. Where the Group is
the lessor, assets leased by the Group under operating
leases are included in non-current assets, and rentals
receivable under the operating leases are credited to
profit or loss on the straight-line basis over the lease
terms. Where the Group is the lessee, rentals payable
under operating leases net of any incentives received
from the lessor are charged to profit or loss on the
straight-line basis over the lease terms.

Prepaid land lease payments under operating leases
are initially stated at cost and subsequently recognised
on the straight-line basis over the lease terms.

When the lease payments cannot be allocated reliably
between the land and buildings elements, the entire
lease payments are included in the cost of the land
and buildings as a finance lease in property, plant and
equipment.

80 Group Sense (International) Limited ® Annual Report 2016



MIBEWRME ()

Notes to Financial Statements (continued)

7

24 KE

—NE+=ZH=+—H 31 December 2016

TBRME ()

RTER R E
EREEEVNRERRBRER K
FEMRRIE R Al H B S Bk E (&

) SMEENTERFARFEE
NEEERNKBEREENR S ER
AR ERATFERABGERZ SR
BERI

A REBEZSREEMNR S
(AIAREAGEEZEE R Hﬁ)%

AR - —REBENIERR—KMS
REXBHE—EHRARNEEZ
TREEER -

#ETE
ﬁ@ﬁéﬁ%ZﬁfﬁﬁgﬂxkﬁA Hofm

B /\*EQDT
E?M)SUEL&EE?M
ER R ERREFAE B E KA EE R

RERBHRET S L REZIFITE
TREE - Tt ER  WEEEIN
7 PR B R R 2R R 8 5 A AR AT AT
BERETE - BHEAAKEERWE
2 TR SR BRAE - WAt A
BERFI=EME D2 BRI -
Eﬁ%fﬂ?%ﬁiﬁ@%éﬁﬁ £ Y B 7% i
 REELREBED BERNED
g; TR BB AN N R W B TR 2 B

AHHESHMRE
W& S BIRE 15 IE £ g R

RS ZIFMTESREE - D HERAH
H & MBI B AR ES WA EE

B MEEEARAFERABRRR

TRIBRE - EERNEE AR
%L?—irﬁ EXTﬁEIEHT Fﬁ J//\ &—f .};:/)IL
HELEE R EETISR ST
Ex

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
loans and receivables and available-for-sale financial
investments, as appropriate. When financial assets are
recognised initially, they are measured at fair value plus
transaction costs that are attributable to the acquisition
of the financial assets, except in the case of financial
assets recorded at fair value through profit or loss.

All regular way purchases and sales of financial assets
are recognised on the trade date, that is, the date
that the Group commits to purchase or sell the asset.
Regular way purchases or sales are purchases or
sales of financial assets that require delivery of assets
within the period generally established by regulation or
convention in the marketplace.

Subsequent measurement
The subsequent measurement of financial assets
depends on their classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that are not
quoted in an active market. After initial measurement,
such assets are subsequently measured at amortised
cost using the effective interest rate method less any
allowance for impairment. Amortised cost is calculated
by taking into account any discount or premium on
acquisition and includes fees or costs that are an
integral part of the effective interest rate. The effective
interest rate amortisation is included in other income and
gains in profit or loss. The loss arising from impairment
is recognised in profit or loss in finance costs for loans
and in other expenses for receivables.

Available-for-sale financial investments
Available-for-sale financial investments are non-
derivative financial assets in unlisted equity investments
and debt securities. Equity investments classified as
available for sale are those which are neither classified
as held for trading nor designated as at fair value
through profit or loss. Debt securities in this category
are those which are intended to be held for an indefinite
period of time and which may be sold in response to
needs for liquidity or in response to changes in market
conditions.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Available-for-sale financial investments (continued)
After initial recognition, available-for-sale financial
investments are subsequently measured at fair value,
with unrealised gains or losses recognised as other
comprehensive income in the available-for-sale
investment revaluation reserve until the investment is
derecognised, at which time the cumulative gain or loss
is recognised in profit or loss in other income, or until
the investment is determined to be impaired, when the
cumulative gain or loss is reclassified from the available-
for-sale investment revaluation reserve to profit or loss
in other gains or losses. Interest and dividends earned
whilst holding the available-for-sale financial investments
are reported as interest income and dividend income,
respectively and are recognised in profit or loss as
other income in accordance with the policies set out for
“Revenue recognition” below.

When the fair value of unlisted equity investments
cannot be reliably measured because (a) the variability
in the range of reasonable fair value estimates is
significant for that investment or (b) the probabilities
of the various estimates within the range cannot be
reasonably assessed and used in estimating fair value,
such investments are stated at cost less any impairment
losses.

The Group evaluates whether the ability and intention
to sell its available-for-sale financial assets in the near
term are still appropriate. When, in rare circumstances,
the Group is unable to trade these financial assets due
to inactive markets, the Group may elect to reclassify
these financial assets if management has the ability and
intention to hold the assets for the foreseeable future or
until maturity.

For a financial asset reclassified from the available-for-
sale category, the fair value carrying amount at the date
of reclassification becomes its new amortised cost and
any previous gain or loss on that asset that has been
recognised in equity is amortised to profit or loss over
the remaining life of the investment using the effective
interest rate. Any difference between the new amortised
cost and the maturity amount is also amortised over
the remaining life of the asset using the effective
interest rate. If the asset is subsequently determined
to be impaired, then the amount recorded in equity is
reclassified to profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

A financial asset (or, where applicable, a part of a
financial asset or part of a group of similar financial
assets) is primarily derecognised (i.e., removed from
the Group’s consolidated statement of financial position)
when:

e the rights to receive cash flows from the asset have
expired; or

e the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation
to pay the received cash flows in full without
material delay to a third party under a “pass-
through” arrangement; and either (a) the Group has
transferred substantially all the risks and rewards of
the asset, or (b) the Group has neither transferred
nor retained substantially all the risks and rewards
of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive
cash flows from an asset or has entered into a pass-
through arrangement, it evaluates if and to what extent
it has retained the risk and rewards of ownership of
the asset. When it has neither transferred nor retained
substantially all the risks and rewards of the asset nor
transferred control of the asset, the Group continues
to recognise the transferred asset to the extent of the
Group’s continuing involvement. In that case, the Group
also recognises an associated liability. The transferred
asset and the associated liability are measured on a
basis that reflects the rights and obligations that the
Group has retained.

Continuing involvement that takes the form of a
guarantee over the transferred asset is measured at the
lower of the original carrying amount of the asset and
the maximum amount of consideration that the Group
could be required to repay.
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POLICIES (continued)

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. An impairment
exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence
of impairment may include indications that a debtor 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 observable data
indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears
or economic conditions that correlate with defaults.

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group
first assesses whether impairment exists individually
for financial assets that are individually significant, or
collectively for financial assets that are not individually
significant. If the Group determines that no objective
evidence of impairment exists for an individually
assessed financial asset, whether significant or not,
it includes the asset in a group of financial assets
with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are
individually assessed for impairment and for which an
impairment loss is, or continues to be, recognised are
not included in a collective assessment of impairment.

The amount of any impairment loss identified 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 yet
been incurred). The present value of the estimated
future cash flows is discounted at the financial asset’s
original effective interest rate (i.e., the effective interest
rate computed at initial recognition).

The carrying amount of the asset is reduced through the
use of an allowance account and the loss is recognised
in profit or loss. Interest income continues to be accrued
on the reduced carrying amount and using the rate of
interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans and
receivables together with any associated allowance are
written off when there is no realistic prospect of future
recovery and all collateral has been realised or has
been transferred to the Group.
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POLICIES (continued)

Financial assets carried at amortised cost (continued)
If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an
event occurring after the impairment was recognised,
the previously recognised impairment loss is increased
or reduced by adjusting the allowance account. If a
write-off is later recovered, the recovery is credited to
other expenses in profit or loss.

Assets carried at cost

If there is objective evidence that an impairment loss
has been incurred on an unquoted equity instrument
that is not carried at fair value because its fair value
cannot be reliably measured, or on a derivative asset
that is linked to and must be settled by delivery of such
an unquoted equity instrument, 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 discounted at the current market rate
of return for a similar financial asset. Impairment losses
on these assets are not reversed.

Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether
there is objective evidence that an investment or a
group of investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair
value, less any impairment loss previously recognised
in profit or loss, is removed from other comprehensive
income and recognised in profit or loss.

In the case of equity investments classified as available
for sale, objective evidence would include a significant
or prolonged decline in the fair value of an investment
below its cost. “Significant” is evaluated against the
original cost of the investment and “prolonged” against
the period in which the fair value has been below its
original cost. Where there is evidence of impairment,
the cumulative loss — measured as the difference
between the acquisition cost and the current fair value,
less any impairment loss on that investment previously
recognised in profit or loss — is removed from other
comprehensive income and recognised in profit or loss.
Impairment losses on equity instruments classified as
available for sale are not reversed through profit or
loss. Increases in their fair value after impairment are
recognised directly in other comprehensive income.
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POLICIES (continued)

Available-for-sale financial investments (continued)
The determination of what is “significant” or “prolonged”
requires judgement. In making this judgement, the
Group evaluates, among other factors, the duration or
extent to which the fair value of an investment is less
than its cost.

Initial recognition and measurement

Financial liabilities are classified, at initial recognition,
as financial liabilities at fair value through profit or loss,
loans and borrowings, or as derivatives designated
as hedging instruments in an effective hedge, as
appropriate.

All financial liabilities are recognised initially at fair value
and, in the case of loans and borrowings, net of directly
attributable transaction costs.

The Group’s financial liabilities include trade payables,
other payables, interest-bearing bank borrowings,
an amount due to a non-controlling shareholder of a
subsidiary, and an amount due to a shareholder.

Subsequent measurement
The subsequent measurement of financial liabilities
depends on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and
borrowings are subsequently measured at amortised
cost, using the effective interest rate method unless the
effect of discounting would be immaterial, in which case
they are stated at cost. Gains and losses are recognised
in profit or loss when the liabilities are derecognised as
well as through the effective interest rate amortisation
process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in finance
costs in profit or loss.
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POLICIES (continued)

Financial guarantee contracts

Financial guarantee contracts issued by the Group are
those contracts that require a payment to be made to
reimburse the holder for a loss it incurs because the
specified debtor fails to make a payment when due
in accordance with the terms of a debt instrument. A
financial guarantee contract is recognised initially as a
liability at its fair value, adjusted for transaction costs
that are directly attributable to the issuance of the
guarantee. Subsequent to initial recognition, the Group
measures the financial guarantee contract at the higher
of: (i) the amount of the best estimate of the expenditure
required to settle the present obligation at the end of the
reporting period; and (ii) the amount initially recognised
less, when appropriate, cumulative amortisation.

A financial liability is derecognised when the obligation
under the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another
from the same lender on substantially different terms,
or the terms of an existing liability are substantially
modified, such an exchange or modification is treated
as a derecognition of the original liability and a
recognition of a new liability, and the difference between
the respective carrying amounts is recognised in profit
or loss.

Financial assets and financial liabilities are offset and
the net amount is reported in the statement of financial
position if there is a currently enforceable legal right to
offset the recognised amounts and there is an intention
to settle on a net basis, or to realise the assets and
settle the liabilities simultaneously.

Inventories are stated at the lower of cost and net
realisable value. Cost is determined on the first-in, first-
out basis or weighted average method and, in the case
of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate
proportion of overheads. Net realisable value is based
on estimated selling prices less any estimated costs to
be incurred to completion and disposal.
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POLICIES (continued)

For the purpose of the consolidated statement of cash
flows, cash and cash equivalents comprise cash on
hand and demand deposits, and short term highly liquid
investments that are readily convertible into known
amounts of cash, are subject to an insignificant risk of
changes in value, and have a short maturity of generally
within three months when acquired, less bank overdrafts
which are repayable on demand and form an integral
part of the Group’s cash management.

For the purpose of the consolidated statement of
financial position, cash and cash equivalents comprise
cash on hand and at banks, including term deposits,
and assets similar in nature to cash, which are not
restricted as to use.

A provision is recognised when a present obligation
(legal or constructive) has arisen as a result of a
past event and it is probable that a future outflow of
resources will be required to settle the obligation,
provided that a reliable estimate can be made of the
amount of the obligation.

When the effect of discounting is material, the amount
recognised for a provision is the present value at the
end of the reporting period of the future expenditures
expected to be required to settle the obligation. The
increase in the discounted present value amount arising
from the passage of time is included in finance costs in
profit or loss.

Provisions for product warranties granted by the Group
on certain products are recognised based on sales
volume and past experience of the level of repairs
and returns, discounted to their present values as
appropriate.

Income tax comprises current and deferred tax. Income
tax relating to items recognised outside profit or loss
is recognised outside profit or loss, either in other
comprehensive income or directly in equity.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Current tax assets and liabilities are measured at the
amount expected to be recovered from or paid to the
taxation authorities, based on tax rates (and tax laws)
that have been enacted or substantively enacted by the
end of the reporting period, taking into consideration
interpretations and practices prevailing in the countries
in which the Group operates.

Deferred tax is provided, using the liability method, on
all temporary differences at the end of the reporting
period between the tax bases of assets and liabilities
and their carrying amounts for financial reporting
purposes.

Deferred tax liabilities are recognised for all taxable
temporary differences, except:

e when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

e in respect of taxable temporary differences
associated with investments in subsidiaries, an
associate and joint ventures, when the timing of
the reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused
tax credits and any unused tax losses. Deferred tax
assets are recognised to the extent that it is probable
that taxable profit will be available against which the
deductible temporary differences, the carryforward
of unused tax credits and unused tax losses can be
utilised, except:

e when the deferred tax asset relating to the
deductible temporary differences arises from
the initial recognition of an asset or liability in a
transaction that is not a business combination and,
at the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

e in respect of deductible temporary differences
associated with investments in subsidiaries, an
associate and joint ventures, deferred tax assets
are only recognised to the extent that it is probable
that the temporary differences will reverse in
the foreseeable future and taxable profit will be
available against which the temporary differences
can be utilised.

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient
taxable profit will be available to allow all or part of the
deferred tax asset to be utilised. Unrecognised deferred
tax assets are reassessed at the end of each reporting
period and are recognised to the extent that it has
become probable that sufficient taxable profit will be
available to allow all or part of the deferred tax asset to
be recovered.

Deferred tax assets and liabilities are measured at the
tax rates that are expected to apply to the period when
the asset is realised or the liability is settled, based
on tax rates (and tax laws) that have been enacted
or substantively enacted by the end of the reporting
period.

Deferred tax assets and deferred tax liabilities are offset
if a legally enforceable right exists to set off current tax
assets against current tax liabilities and the deferred
taxes relate to the same taxable entity and the same
taxation authority.

Revenue is recognised when it is probable that the
economic benefits will flow to the Group and when the
revenue can be measured reliably, on the following
bases:

(a) from the sale of goods, when the significant risks
and rewards of ownership have been transferred to
the buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control
over the goods sold;
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POLICIES (continued)

(b) service fee income, when the services have been
rendered; and

(c) interest income, on an accrual basis using the
effective interest method by applying the rate that
exactly discounts the estimated future cash receipts
over the expected life of the financial instrument
or a shorter period, when appropriate, to the net
carrying amount of the financial asset.

Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for all of its employees. Contributions are
made based on a percentage of the employees’ basic
salaries and are charged to profit or loss as they
become payable in accordance with the rules of the
MPF Scheme. The assets of the MPF Scheme are held
separately from those of the Group in an independently
administered fund. The Group’s employer contributions
vest fully with the employees when contributed into the
MPF Scheme.

The Group also operates a defined contribution staff
retirement scheme registered under the Occupational
Retirement Schemes Ordinance (the “ORSO Scheme”)
for its employees (including certain directors), the assets
of which are held separately from those of the Group in
an independently administered fund. Contributions are
made based on a percentage of the eligible employees’
basic salaries and are charged to profit or loss as they
become payable in accordance with the rules of the
ORSO Scheme. When an employee leaves the ORSO
Scheme prior to his/her interest in the Group’s employer
contributions vesting fully, the ongoing contributions
payable by the Group may be reduced by the relevant
amount of forfeited contributions.

The employees of the Group’s subsidiaries which
operate in Mainland China are required to participate
in a central pension scheme operated by the local
municipal government. These subsidiaries are required
to contribute a certain percentage of their payroll costs
to the central pension scheme. The contributions are
charged to profit or loss as they become payable
in accordance with the rules of the central pension
scheme.

R (B BRAR » 2016 BFEHE 91



MIBWRMEE ()

Notes to Financial Statements (continued)

7

24 KE

—"NFE+=ZH=+—H 31 December 2016

ATBRME ()

W% BREXLEQEREBERA

ERRAXERFELREERSTEH
ﬁﬁﬁ%%ﬁ%ﬁﬁ%%ﬁ%%ﬁ%
REBIEEXR - fERZFEEMNA DK
AN o ZEEFKKANTEE EARBA AE
HEREMBREERFTERIEER -
BAEREREER N ERBRIE
ERHSEMRBNRERA B BIEE
AWERKARIRR - 2EEMWIEE
RANEEL RS - EERAE
gﬁﬁ EEESELNNE MEAM
2H -

SR DA TT(BIRRE 2
DEEMZRER)Z2H - AKRERE

NRERI AT 2R - Mt A%
NEIMBHRKR AR DMAZNEE

BmET= o $%IE%W%ZWMQ
S EXZHPREESBERANY
REEHEIERALR - M%%ﬁﬁz 5
BEMBE BHREPRZEXHR
%%%%E%o%%ﬁaﬁ”i#
EENEEYFT ABREN

PAONES IR e p ANRT E R SEE IR B 1%

BRRXZEBMEXRBRE - IMNED
FEFEMNIS %Eﬁﬁﬁﬁ”$ﬁ
ERMERBE - MENRFEFE

HI3EE %Eﬁﬁéim% 2 Sk &8

RER IR B A EZ SRR
iR — 2 E 75 R R R (B H A 2
A B E R RIEB B A FERS
%R - AEREZEMDRINEME

A B £ R

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e.,
assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. The
capitalisation of such borrowing costs ceases when 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 capitalised. All other borrowing costs
are expensed in the period in which they are incurred.
Borrowing costs consist of interest and other costs that
an entity incurs in connection with the borrowing of
funds.

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional currency.
Each entity in the Group determines its own functional
currency and items included in the financial statements
of each entity are measured using that functional
currency. Foreign currency transactions recorded by
the entities in the Group are initially recorded using their
respective functional currency rates prevailing at the
dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end
of the reporting period. Differences arising on settlement
or translation of monetary items are recognised in profit
or loss.

Non-monetary items that are measured in terms of
historical cost in a foreign currency are translated
using the exchange rates at the dates of the initial
transactions. Non-monetary items measured at fair
value in a foreign currency are translated using the
exchange rates at the date when the fair value was
measured. The gain or loss arising on translation of a
non-monetary item measured at fair value is treated in
line with the recognition of the gain or loss on change
in fair value of the item (i.e., translation difference on
the item whose fair value gain or loss is recognised in
other comprehensive income or profit or loss is also
recognised in other comprehensive income or profit or
loss, respectively).

92 Group Sense (International) Limited ® Annual Report 2016



MIBEWRME ()

Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

2QABEREHHEME(E) 2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
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POLICIES (continued)

The functional currencies of certain overseas
subsidiaries, joint ventures and an associate are
currencies other than the Hong Kong dollar. As at the
end of the reporting period, the assets and liabilities of
these entities are translated into Hong Kong dollars at
the exchange rates prevailing at the end of the reporting
period and their profit or loss are translated into Hong
Kong dollars at the weighted average exchange rates
for the year.

The resulting exchange differences are recognised in
other comprehensive income and accumulated in the
exchange fluctuation reserve. On disposal of a foreign
operation, the component of other comprehensive
income relating to that particular foreign operation is
recognised in profit or loss.

Any goodwill arising on the acquisition of a foreign
operation and any fair value adjustments to the carrying
amounts of assets and liabilities arising on acquisition
are treated as assets and liabilities of the foreign
operation and translated at the closing rate.

For the purpose of the consolidated statement of cash
flows, the cash flows of overseas subsidiaries are
translated into Hong Kong dollars at the exchange
rates ruling at the dates of the cash flows. Frequently
recurring cash flows of overseas subsidiaries and joint
ventures which arise throughout the year are translated
into Hong Kong dollars at the weighted average
exchange rates for the year.

SIGNIFICANT ACCOUNTING ESTIMATES

The preparation of the Group’s financial statements
requires management to make judgements, estimates
and assumptions that affect the reported amounts
of revenues, expenses, assets and liabilities, and
their accompanying disclosures, and the disclosure
of contingent liabilities. Uncertainty about these
assumptions and estimates could result in outcomes
that could require a material adjustment to the carrying
amounts of the assets or liabilities affected in the future.
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3. FESE(E) 3. SIGNIFICANT ACCOUNTING ESTIMATES

AEERBEHARSEHBAREEME
ERR AT IREERERRR
BPABSER T —HHRFEACEE
HEeEEs REOEAELERARZRE
RUE :

W - BERREBEBRE

WHEBEDRRE  EEEGHTY
¥ BWEEXEBEENAJKEEEE -
BEGEREX —BEXR—REE
EEBEMNMERAEERAE RN SR
B IO SBEEATERELE
RAEEFRABENESE - AFE
BENEKANTEERERUEE
RERSGH - BEARNBEERSHHT]
ESHEERREMBERRESZ
BEMZEEKRAN - EEEFEIRE
B BETEESRESELETHTE
HAKBERE S Wit REABRRK
(BEGMHERRBA)ARBEES
BERERIRE N EZEREREN
WE - T2 BB ERENEEFH
FEZRESE R_ZT—XNF+=
A=+—8 9%  BEEXEZE
M 1{E A326,452,0008 L (—ZE—H
£ : 313,508,000 7T) °

EWE SRR E

REBGERFARAEEL AT AR
EEZHiTBRAREEE ~5£H
RREKESEREHRZ2EREK - BF
SELBE 2 MR ERIEL 5T o
WMEREFZHBRAEE  BHER
BEBELTERS  NEEAJEEAE
BZELBHE o EE  MERKERS
HEXIFE R_T—RNF+=
A=+—H8 ' BRESEFRZ2ER
/543,546,000 8 T(—_E—HF :
20,300,000 7T) ° E—FFBERN
B mERMIFE21 ©

(continued)

The key assumptions concerning the future and other
key sources of estimation uncertainty at the end of the
reporting period, that have a significant risk of causing
a material adjustment to the carrying amounts of
assets and liabilities within the next financial year, are
described below.

Impairment of items of property, plant and equipment
Management estimates the recoverable amounts
of items of property, plant and equipment when
an indication of impairment exists. An impairment
exists when the carrying value of an asset or a cash-
generating unit exceeds its recoverable amount, which
is the higher of its fair value less costs of disposal
and its value in use. The calculation of the fair value
less costs of disposal is based on available data from
binding sales transactions in an arm’s length transaction
of similar assets or observable market prices less
incremental costs for disposing of the asset. When
value in use calculations are undertaken, management
must estimate the expected future cash flows, with key
assumptions including estimated future revenue, from
the asset or cash-generating unit and choose a suitable
discount rate in order to calculate the present value of
those cash flows. The change in estimates will change
the impairment amount to be adjusted in the year of
change. The carrying amount of property, plant and
equipment at 31 December 2016 was HK$326,452,000
(2015: HK$313,508,000).

Impairment of trade receivables

The Group maintains an allowance for the estimated
loss arising from the inability of its customers to make
the required payments. The Group makes its estimates
based on the ageing of its trade receivable balances,
customers’ creditworthiness, and historical write-off
experience. If the financial condition of its customers
was to deteriorate so that the actual impairment loss
might be higher than expected, the Group would be
required to revise the basis of making the allowance
and its future results would be affected. The carrying
amount of trade receivable at 31 December 2016 was
HK$43,546,000 (2015: HK$20,300,000). Further details
are given in note 21 to the financial statements.
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3. SIGNIFICANT ACCOUNTING ESTIMATES

(continued)

Provision for obsolete inventories and write-down of
inventories to net realisable value

The Group reviews an ageing analysis of its inventories
at the end of each reporting period and the subsequent
sales and usage, and makes allowances if there are
obsolete and slow-moving inventory items identified that
are no longer suitable for use or selling. The estimated
net realisable value of the Group’s inventories is
based primarily on the latest selling prices and current
market conditions. The carrying amount of inventories
at 31 December 2016 was HK$83,826,000 (2015:
HK$58,590,000).

OPERATING SEGMENT INFORMATION

For management purposes, the Group is organised into
business units based on their products and services
and has four reportable operating segments as follows:

(a) the magnesium products segment manufactures
and sells magnesium related products;

(b) the personal communication products segment
designs, manufactures and sells a range of
communications products;

(c) the strategic products segment designs,
manufactures and sells ODM products and
electronic dictionary products and provides
electronic manufacturing services; and

(d) the corporate and others segment comprises

corporate income, expenses, asset and liability
items related to the Group’s investment activities.
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OPERATING SEGMENT INFORMATION
(continued)

Management monitors the results of the Group’s
operating segments separately for the purpose of
making decisions about resources allocation and
performance assessment. Segment performance is
evaluated based on reportable segment profit/loss,
which is a measure of adjusted profit/loss before
tax. The adjusted profit/loss before tax is measured
consistently with the Group’s profit/loss before tax
except that interest income, finance costs, share of
profits and losses of joint ventures and an associate are
excluded from this measurement.

Segment assets exclude investments in joint ventures
and associate, available-for-sale investments, amounts
due from associate and joint ventures, pledged
deposits, cash and cash equivalents, tax recoverable
and other unallocated head office assets as these
assets are managed on a group basis.

Segment liabilities exclude interest-bearing bank
borrowings, an amount due to a non-controlling
shareholder of a subsidiary, an amount due to a
shareholder and other unallocated head office and
corporate liabilities as these liabilities are managed on a
group basis.

Intersegment sales and transfers are transacted with
reference to the selling prices used for sales made to
third parties at the prevailing market prices.
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4. EHDEER(

(continued)

&) 4. OPERATING SEGMENT INFORMATION

SREER  BABAER RRER LEREM g
Personal
Magnesium  communication Strategic Corporate
products products products and others Total
HECE-R Year ended 31 December 2016 T Tin TiEn Tixn TR
tZB=t+-RLLEE HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ARUA: Segment revenue:
FETHREP Sales to external customers 132,021 58,692 172,963 - 363,676
FEEE Segment results (14,222) (12,008) (626) (4,642) (31,496)
8% Reconciliation:
FIEL Interest income 623
—HRHEREZHE Impairment of an avallable-for-sale investment (460)
BERA Finance costs (1,362)
ElaER7RT Share of profits of joint ventures 1,695
EEBELNTER Share of losses of an associate (1)
HAlGE Logs before tax (31,001)
PEBEE Segment assets 321,786 46,825 146,589 1,400 516,600
% Reconciliation:
APREE Unallocated assets 173910
EE Total assets 690,510
AESR Segment liabilities 47,862 18,568 51,806 1,204 119,440
F Reconciliation:
APREE Unallocated Tiabilities 142,616
Bak Total iabilties 262,056
A &N Other segment information:
HERER Depreciation and amortisation 20,153 1,954 6,071 1,075 29,253
ERARRARE Impairment of deferred development cost - 358 1 - 359
ARRX Capital expenditure 61,525 122 786 2 62,455
HENF - BB R} ERR Gain on disposal of items of property, plant
G and equipment - (23) (66) - (89)
REFERE Provision of slow moving inventories - 5,614 1,444 - 7,058
EmRER( Product warranty provision - 2 78 - 349
ARERRERERE Reversal of unutiised product warranty
provision - (12) - - (72)
RORRR AR Write-back of long-aged accruals (3,09) - - - (3,059)
N Reversal of impairment of other receivables - - (5,495) - (5,495)
ROERESEAE Reversal of impaiment of trade receivables (279) - - - (219)
EUESERE Impairment of trade receivables 192 - 592 - 784
* BAEY BSERYE  BE KRS - * Capital expenditure consists of additions to property, plant and

equipment.
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4. OPERATING SEGMENT INFORMATION
(continued)

4. B EEBR(GE)

2BEER  EABNER RBER ERE 8
Personal
Magnesium  communication Strategic Corporate
products products products and others Total
“E-EEMA-RE Period from 1 April 2015 to TEnL A TEn A TER
ZE-RETZA=T-AME 31 December 2015 HK$'000 HK$000 HK$'000 HK$'000 HK$1000
AEUA: Segment revenue:
HETIREP Sales to external customers - 33,345 106,192 — 139,537
FEEE Segment results (1,565) (8,996) (12,282) (5,900) (28,743)
% Reconciliation:
FISHA Interest income i
HEMBAT & Gain on disposal of subsidiaries 179
@ ENENS Gain on bargain purchase 28,746
HERA Finance costs (934)
—RERTREZAE Impairment of an investment in a joint venture (180)
ElLaEnTRHRER Share of profits and losses of joint ventures 1,136
EE-BELABE Share of losses of an associate (4)
L Profit before tax %5
AEEE Segment assets 258,397 37,482 164,614 3,281 463,774
% Reconciliation:
RAARAE Unallocated assets 389,968
oEE Total assets 853742
AEER Segment liabilities 128,007 13,598 45123 1462 188,190
AOHAE Unallocated liabilties 179,050
BaE Total liabiiies 367,240
Hfpp5EH: Other segment information:
MERES Depreciation and amortisation 793 1,560 5,240 945 8538
ERREAARE Impairment of deferred development cost — — 27 — 27
EXRE% Capital expenditure 232,173 450 895 - 233,518"
HENZ - BERRAAR Gain on disposal of items of property, plant
b and equipment — (1) (4 — (5)
THGEEE Provision of slow moving inventories - 9 1977 - 1,986
EnREAE Product warranty provision - 152 49 - 201
ARERRERGBEL Reversal of unutiised product warranty
provision - (500) - - (500)
BEENE SR RE Reversal of impaiment of trade receivables — — (229) — (229)
EUE SRS HE Impairment of trade receivables - - 206 - 206

* BAHXBRERE  BEER
FER s AR E R SR E R B A
ERARE-IBRRZEE -

Capital expenditure consists of additions to property, plant
and equipment, prepaid land lease payments and deferred
development costs including assets from the acquisition of a
subsidiary.
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4. EBRHBEER(E) 4. OPERATING SEGMENT INFORMATION
(continued)

(a) REIAREFFZWA (a) Revenue from external customers

—T-RHF
5= MA—HZE
—E-XKE —T—hHF
+=A=+-R +=A=+-H
HEE HA
Period from
1 April
Year ended 2015 to
31 December 31 December
2016 2015
TET TET
HK$’000 HK$'000
=N Japan 129,867 69,725
B Hong Kong 49,715 30,890
R Middle East 2,855 2,218
=) Taiwan 6,105 880
EY Europe 17,371 11,945
B (BAERIN) Mainland China (other than Hong Kong) 152,339 21,393
EEM North America 57 201
F2E Korea 301 -
HAth Others 5,066 2,285
363,676 139,537

itz W ABE RBIETERFET The revenue information above is based on the

e, o locations of the customers.
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4. B EEBR(GE)

OPERATING SEGMENT INFORMATION
(continued)

(b) kRBEE (b) Non-current assets
AL —T-RF
2016 2015
FHET THT
HK$°000 HK$’000
B (FEBRIN) Mainland China (other than Hong Kong) 365,988 365,503
& Hong Kong 8,289 9,385
HAf Others 29 40
374,306 374,928

Bz ERBEEEEREER
ENMAEM AHLERER
BN o

RAFEHRERNE TP ZHEMAE
EBZWRA10% KA o RiBEE
M REEERFZRA @ HEARE
E2WA10% KA EHHT -

The non-current asset information above is based on
the locations of the assets and excludes available-
for-sale investments.

No sales to a single customer contributed 10% or more
of the Group’s revenue during the current year. Revenue
from a major customer which amounted to 10% or more
of the Group’s revenue in the prior period, is set out
below:

—E-HFMA—AH
Z-E-0F
T=ZA=+—HE
Period from

1 April 2015 to

31 December 2015
Strategic products
THET

HK$’000

=FEH Customer A 14,981
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5. WA~ H A KW= 5. REVENUE AND OTHER INCOME AND GAINS

WARARFEE AEEANELEE R
MBERZREEFEAERE R ZITH

Revenue represents the net invoiced value of goods
sold, after allowances for returns and trade discounts

BRiBEHNESE - during the year/period.
WA~ E g g A N U 5 EE o AT A0 An analysis of revenue and other income and gains, net
™ is as follows:
—T-hHF
BZ mMAE—HZE
—B-RF —E-hfF
+=-A=+-8 +=A=+—H
HEE HAfA]
Period from
1 April
Year ended 2015 to
31 December 31 December
2016 2015
FEx TET
HK$’000 HK$'000
A Revenue
HEEM Sale of goods 363,676 139,537
Hipig A Other income
RITHEWA Bank interest income 623 65
REEMA Service fee income 3,729 3,260
HERERL Sales of scrap materials 3,514 2036
HAh, Others 8,347 5,987
16,213 11,348
Hit s o F8 Other gains, net
HEME - BE R&E Gain on disposal of items of property,

BE 2= plant and equipment 89 5
HEHB AR 2 W Gain on disposals of subsidiaries — 179
PEH =% - F8 Foreign exchange difference, net 3,447 —

3,536 184
HAn A R s 42 58 Total other income and gains 19,749 11,532
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6. BiAT(EE), HF 6. (LOSS)/PROFIT BEFORE TAX

NEH A (EE) w82 mnEg The Group’s (loss)/profit before tax is arrived at after

(5 A) T35 charging/(crediting):
—T-hF

Bz MA—BZ
ZEB-RF —T-hF
+=A=t-B +=-A=+—H
LFE HAfE

Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015
FifeE TERT FHT
Notes HK$’000 HK$'000
ERFEERAR" Cost of inventories sold* 295,189 102,229
e Depreciation 13 27,738 7,717
BERNLHAETE 2R Recognition of prepaid lease payments 14 1,118 393
PR Research and development expenses:
BEH ERERERA Deferred development costs amortised 15 397 428
EERBENARE Impairment of deferred development
costs 15 359 237
AEEZH Current year expenditure 19,342 15,476
20,098 16,141
THEREFEEHEET Minimum lease payments under operating

< HEHEFTIR leases in respect of land and buildings 4,115 4,345
ZEE B & Auditors’ remuneration 1,700 1,530
EERMAX Employee benefit expense

(BEEEHM) : (including directors’ remuneration)

TE HEhEDEN Wages and salaries and benefits in kind 93,205 70,180

BEeTElHER Pension scheme contributions 2,512 4,411

95,717 74,591
HEER I EEX " Operating expense due to the idle capacity* 25,066 —
HENE - BFEREHE Gain on disposal of items of property,

R 2 e plant and equipment (89) (5)
BE X R - FEE Foreign exchange differences, net (3,447) (1,116)
AT ERE Provision of slow moving inventories® 7,058 1,986
EmRERE Product warranty provision 27 349 201
RRARERERD Reversal of unutilised warranty provision 27 (72) (500)
RRTDAZETAERER  Write-back of long-aged accurals (3,059) —
—REBEREREZRE" Impairment of an investment in

a joint venture* 16 — 180
—AHHERE ZHE" Impairment of an available-for-sale

investment* 460 —
B B 5 BRFURE Impairment of trade receivables** 21 784 206
BOERE ZEFONE™  Reversal of impairment of trade

receivables™ 21 (279) (229)
B E A JEUBRFURE ~*  Reversal of impairment of other

receivables™” 22 (5,495) —
ZEWHE M (L55) Gain on bargain purchase (restated) 34 — (28,746)
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T—RNFE+=-F=+—H 31 December 2016

6. BiAl(EE), BRI (8

O BRERFABRERAEMGEIERARZ
[SHERA

* BERGABERkEMEEKARZ
[E & H - 58]

> BERGReEaERkEME2ERARZ
[SHE Ry ]

o BERFeBEREMEERARZ

(LOSS)/PROFIT BEFORE TAX (continued)

#

*x

Included in “Cost of sales” in the consolidated statement of profit
or loss and other comprehensive income

Included in “Other operating expenses, net” in the consolidated
statement of profit or loss and other comprehensive income

Included in “Selling and distribution expenses” in the
consolidated statement of profit or loss and other comprehensive
income

Included in “Administrative expenses” in the consolidated

[1TE X i ] statement of profit or loss and other comprehensive income
7. RER A FINANCE COSTS
~ZT—hEF
'z Eﬂ Hz
—E-RE —hF
+=A=+-8 +-A= + A
HFE HAfE]
Period from
1 April
Year ended 2015 to
31 December 31 December
2016 2015
TERT FHET
HK$°000 HK$'000
REFRZHEEZ Interest on bank borrowings wholly
RITHEE RS repayable within five years 1,362 934
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8. EEMe 8. DIRECTORS’ REMUNERATION
BELETRAU FEBERRKGAE Directors’ remuneration for the year, disclosed pursuant
383(1)(a) * (b) * (c) & (f) & A LA to the Listing Rules, section 383(1)(a), (b), (c) and (f) of
BAI(BBREZFZER)RAIE 23 the Hong Kong Companies Ordinance and Part 2 of the
BATEEFTAEZEMU0T ¢ Companies (Disclosure of Information about Benefits of
Directors) Regulation, is as follows:

—T-0F

BHZ MA—H=Z

ZB-RE —T-8%F

+=A=+—-B +=ZA=+-H

IEFE HAfE

Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015

TERT AT

HK$°000 HK$'000

ik Fees 183 165
ERAFR,BIERE L IERNTT The fees paid to independent non-executive

BEEXMEeAT directors during the year/period were as follows:

1%

BZ mMA—HZE

—B-RE¥ —E—-hfF

+=A=+-B +=ZA=+—H

LFE HAfH

Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015
THERT FHET
HK$°000 HK$'000
BIAX Kwong Ping Man 30 30
REAR Cheung Sound Poon 30 30
Pk ) * Chen Gang* 6 30
R Kwan Ngai Kit** 17 —
83 90
RAFEAL R B IZIEHNTT There were no other emoluments payable to the
EEYMEMMES(ZZ—AF independent non-executive directors during the year
MA—HZE-_Z—HF+_H (Period from 1 April 2015 to 31 December 2015: Nil).
=+—H8HE: &) -
* BRI T & B BHEAR R B B IEHTT * Mr. Chen Gang resigned as independent non-executive
B RZE—"F=AtHAE directors of the Company with effect from 7 March 2016.
> BARGEECEBEZEARARREL ** Mr. Kwan Ngai Kit was appointed as an independent non-
FMITES  RZT—R"FAAN executive director of the Company with effect from 6 June
HAER - 2016.

104 Group Sense (International) Limited ® Annual Report 2016



MIBEWRME ()

Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

8. EEM< (&) 8. DIRECTORS’ REMUNERATION (continued)
ERAFR,/BHERARITEER The fees paid to executive directors and non-
ERITEEZMHBEAT : executive directors during the year/period were as

follows:
—T-hF
BE MA—BZE
—EB-RE —“E—AF
+=-B=+-B +=ZA=+—H
LEE HA
Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015
THET TAET
HK$°000 HK$'000
HITES: Executive directors:
PhittRE Shum Sai Chit — —
HEZ Chi Bi Fen — —
EHTES Non-executive director:
wfE Meng Jian 100 75
CEREATME Tam WaiHo, Samson JP wll -
100 7%
MNAFERLERPITEER There were no other emoluments payable to the
FHTESIMNHEMMES (= executive directors and non-executive directors during
—hEMNMAB—RBRE_ZT—0F the year (Period from 1 April 2015 to 31 December
+—A=+—8H[H: &) - 2015: Nil).
RANEENR @ WHEESZ] 0 There was no arrangement under which a director
MEXFRERETMHE 2 L8 waived or agreed to waive any remuneration during the
(Bz—Z—HRF=A=1+—H year (Period ended 31 December 2015: Nil).
IEHAR - ) o
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9. HEBREHEER 9. FIVE HIGHEST PAID EMPLOYEES
WHARREEZ AEERTEER Details of the remuneration for the five highest paid
FasFEmn employees who are not a director of the Company are

as follows:
1%
S mMA—BZE
ZB-RE 1%
+=-B=+-B +=ZA=+—H
LEE HA
Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015

THERT THET

HK$’000 HK$'000

¢ 2MREDNZ Salaries, allowances and benefits in kind 5,177 4,008

RIRET B Pension scheme contributions 203 137

5,380 4,145
HEN A TEHE 2 IEEE R IEITH The number of non-director and non-chief executive
BERESHEE 2 AW - highest paid employees whose remuneration fell within

the following bands is as follows:
BEAY
Number of employees

—T-hF

Bz mMA—HAZE

—E-—RE —T—RF

tZA=t-8 +=ZA=1+—H

LFE AR

Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015

£% 1,000,000/ 7T Nil to HK$1,000,000 3 4
1,000,001 BLE HK$1,000,001 to HK$1,500,000

1,500,000/8 7T 2 1

5 5
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10. FT15 %

R ANFE AR R K& E M B A F W &
EETABEBERTGH - B EIE
HEBNGHBEB( T —AFHA
—BEZZ-AFt-_A=1t—H0H
B : ) - HAhiplem 2 fE SR B A3
HIIRBAREEELEBAEBER
HEVEERIREMEAREAHE -

10.INCOME TAX

No provision for Hong Kong profits tax has been made
as the Company and its subsidiaries did not generate
any assessable profits arising in Hong Kong during the
year (Period from 1 April 2015 to 31 December 2015:
Nil). Taxes on profits assessable elsewhere have been
calculated at the rates of tax prevailing in the countries/
jurisdictions in which the Group operates.

~T—hF
82 mA—HZ
—E-RE “T-RF
+=ZA=+-HBH +=-A=+—H
LEE HAfE
Period from
1 April
Year ended 2015 to
31 December 31 December
2016 2015
TERT FTAT
HK$°000 HK$'000
BNEf — HEfbib[@ Current - Elsewhere
AEE /BENk Charge for the year/period 22 —

ERRBANE N, (B8 ) LIAKR A FE]
REXRZHMBRRMERR, BE
BEEEREFE 2 HIA L /(K
%) BB R E 2 BIE T 3
B URERABRE(BDEERE)EE
BRELR 2 HERIAE -

A reconciliation of the tax expense/(credit) applicable
to profit/(loss) before tax at the statutory rates for the
countries/jurisdictions in which the Company and the
majority of its subsidiaries are domiciled to the tax
expense at the effective tax rates, and a reconciliation
of the applicable rates (i.e., the statutory tax rates) to
the effective tax rates, are as follows:

BE-ZE—AE
+-A=t—-RHLEE +-A=1+—HHE

Year ended Period from 1 April 2015
31 December 2016 to 31 December 2015
THT % THT %
HK$’000 % HK$'000 %
(4 =51)
(restated)
MAraF/ (E8) Profit/(loss) before tax (31,001) 265
BEAEMERE 2FIE  Tax at the statutory tax rates (6,858) 22,1 160 60.4
EIEAERBIREE R Profits and losses attributable to
Al R B joint ventures and an associate (279) 0.9 (187) (70.6)
BEAMB WA Income not subject to tax (1,587) 5.1 (5,828) (2199.3)
AR 2 % Expenses not deductible for tax 6,381 (20.6) 4,192 1581.9
AWHERZFIERE  Tax losses not recognised 6,210 (20.0) 4,115 1552.8
BESHEESACEE  Tax losses utilised from previous
B periods (3,845) 12.4 (2,452) (925.3)
BEREEERMEE  Tax charge at the Group's effective
ZBIBEX rates 22 (0.1) — —
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7

11.

12.

—NE+=H=+—8 31 December 2016

3=\

EEETEZREE_T—RE+=
A=+—BUEFEK-_F—HFNA

—HEZ—RAFt+-_A=+—HH
R ASERI R S ©

RAREERBRESE ARG
BR(EE) 2R

EREREEDIBEARA R E B
B AL F E E 18 29,485,000
BT(ZE—HAFWA—RBE_Z
—RAFE+-_A=+—HHME: EF
268,000 B (KL EY) ) RZFEE
I 2 N5 2,874,390,058 A%

—E—FR 4 :2,038,203,859 % ) 5t
;éj o

AREBEHE _ZT—X<FE+-HA
=t+—HBIFEN_Z—RFNMA—
BE-_Z—h&+_A=+—HHH
WEEBITBEHRESTL BN -

11.

12.

DIVIDEND

The board of directors does not recommend the
payment of any dividend for the year ended 31
December 2016 and for the period from 1 April 2015 to
31 December 2015.

(LOSS)/EARNINGS PER SHARE
ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY

The calculation of the basic loss per share amount is
based on the loss for the year attributable to ordinary
equity holders of the Company of HK$29,485,000
(Period from 1 April 2015 to 31 December 2015: profit
of HK$268,000 (restated)) and the weighted average
number of ordinary shares of 2,874,390,058 (2015:
2,038,203,859) during the year.

The Group had no potentially dilutive ordinary shares in
issue during the year ended 31 December 2016 and for
the period from 1 April 2015 to 31 December 2015.
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13. 9% - MERKRE 13. PROPERTY, PLANT AND EQUIPMENT

BETH R
RE:  RRIE EENZEE RRE  HERME  IERIE HE 1]
Leasehold  Construction Furniture,
land and in Leasehold fixturesand  Plant and Tooling Motor
buildings progress improvements  equipment  machinery  and moulds vehicles Total
TEn AT TEn TR TE7 TAT TAn TAT
HKS000  HKSO00  HKSO00  HKSO00  HKSO00  HKSO00  HKSO0  HKS'000
ZE-RETZRZ1-H 31 December 2016
REE-TETZA=1-8k At 31 December 2015 and
ZE-NE-R-B: 1 January 2016;
A Cost 259478 - 2,202 TAB 1056 128699 907 665400
2ieE Accumulated depreciaton (38,306) - (1018)  (m2M) (@1 (127,160) (T061)  (351892)
RE#E Net carrying amount 21,1n - 1,184 4197 83,440 1539 19 313508
R-F-AE-R-A At 1 January 2016, net
BiRZaHE of accumulated depreciation 2,172 - 1,184 4197 83440 1,539 19 313508
HE Addtons 2,486 34,661 66 m 2,149 556 1,565 62455
g2 Transfer 672 (17,902) - - 17230 - - -
RERRNE Depreciation provided during
the year (8952) - (17 (909)  (15221) (1283) (6%)  (77%9)
ik Disposal - - - - - - (59) (59)
EXES Exchange realignment (13,798) (814) (19) (221) (6,687) (31 (145 @1719)
RIE-RETZR=1-R" At 31 Decernber 2016, net of
EAREiTE accumulated depreciafion 201,560 15,945 495 39 101511 781 200 3648
R-F-AEt-A=1-R: At 31 December 2016:
A Cost 248,83 15,945 20,50 IS5 203868 12024 1038 706,082
ZifE Accumulated depreciaton (47,258) — (a7 (t)  (1023)  (128449) (1697 (3719630)
FETE Net carrying amount 201,560 15,945 495 39 101511 781 200 3645
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13. 9% - BERRHE(E) 13. PROPERTY, PLANT AND EQUIPMENT
(continued)
BELH e %2
LgT  RENERE R BRRBE  IERIE i 5%
Leasenold Fumiture,
[and and Leasehold fixtures and Plant and Tooling Motor
buildings  improvements equipment machinery ~ and moulds vehicles Total

TR TEL TEL TEL TRT ThT TR
HK$ 000 HK$ 000 HK$000 HK$000 HK$000 HK$ 000 HK§ 000

E-1EtZA=1-H 31 December 2015

R-E-1EmA-A: At 1 April 2015:

R Cost 150,630 20,961 78,755 93,640 129,988 7620 481794

2ithE Accumulated depreciation (36,842) (19,165) (74,152) (89,022) (127,199) (6,949) (353,329)
FAFE Net carrying amount 113788 179 4,603 4618 2789 871 128,465
RZF-REMA-B - At 1 April 2015, net of

BHREE acoumulated depreciation 113788 1,79 4,603 4618 2789 871 128,465
K Additions = = 159 618 22 = 1,09
WE-HBAA(HE ) Acquisition of a subsidiary (note 34) 17,431 = 22 81,726 - 1431 200810
FHERE Depreciation provided during

the period (2.911) (572) (599) (1,859) (1475) (301) (7.717)

4] Exchange realignment (7.136) (40) (188) (1663) (57) (25) (9,109)
RZE-RETZA=T-B  At31 December 2015, net of

BARE:E accumulated depreciation 21,172 1,184 4197 83440 1539 1976 313508
RZE-RE+-A=1-H: At 31 December 2015;

s Cost 259478 20202 77408 170,576 126,699 9,037 665,400

2irinE Accumulated depreciation (38,306) (19,018) (13211) (87,136) (127,160) (7,061) (351,892)

EEFE Net carrying amount 21,172 1,184 4197 83,440 1539 1976 313,508
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13. 9% - BERRE(E)

AEEHE L MEFRRERR

13. PROPERTY, PLANT AND EQUIPMENT
(continued)

The net book values of the Group’s leasehold land and

ZEREFESWTOT ¢ buildings at the end of the reporting period are analysed
as follows:
—ANE —T-8%F
2016 2015
TERT TET
HK$°000 HK$'000
REA R FREL Medium term leases in Hong Kong 6,965 7,245
AR B )it 2 R ER AR 4 Medium term leases in Mainland China 194,615 213,927
201,580 221,172
RZE—RFE+A=+—08 K& At 31 December 2016, a building of the Group with a

B —iE AR R {E 496,965,000 BT 2
BF(CT—REF 7,245 0003 7T )
BRI IR A S A EEFTER Z R1T
EER (M 26) °

net carrying amount of approximately HK$6,965,000
(2015: HK$7,245,000) was pledged to secure banking
facilities granted to the Group (note 26).

RZZE—XR"F+-A=+—H A& At 31 December 2016, certain buildings of the
= jFLLEAEP B A B 2 18 F (BREF Group with a net carrying amount of approximately
15/ 77%104 703, ooo ARL(ZF—A HK$104,703,000 situated in mainland China (2015:
F : 114,902,000/%870)) [EFREFE H HK$114,902,000) was in process of obtaining building
Ezﬁ% ° ownership certificates.
14. FF A ERK 14. PREPAID LAND LEASE PAYMENTS
—T-R%F
BZE mMA—HZE
—B-RF —_T-hF
+=-A=+-B +=ZA=+—H
tEE HAf
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
TERT THET
HK$°000 HK$'000
WE /B2 REE Carrying amount at the beginning of year/period 46,841 16,654
Yok ht g A Bl (P 34) Acquisition of a subsidiary (note 34) - 31,363
RAFE /HHEEER(H6) Recognised during the year/period (note 6) (1,118) (393)
B 5,85 Exchange realignment (2,505) (783)
RE/BR 7 REA Carrying amount at the end of the year/period 43,218 46,841
FIAENFIE  Ze K Current portion included in prepayments,
HibfEUWBE R 2 MBI deposits and other receivables (1,115) (1,173)
FEnEE D Non-current portion 42,103 45,668

ﬂ;“g%ﬁiﬂtﬁéqﬂ A3 3% s A A 15

The leasehold lands are held under medium term leases
and are situated in Mainland China.
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15. 1E 7E B & B A<

15. DEFERRED DEVELOPMENT COSTS

—E-KF —“ZE—AhF
2016 2015
FET FAT
HK$’000 HK$'000
RE,/H1 - At the beginning of the year/period:
BN Cost 41,068 40,843
ZEtEENORE Accumulated amortisation and impairment (40,312) (39,708)
AREHE Net carrying amount 756 1,135
RE,/BINZEA - Cost, net of accumulated amortisation
BNk RET# and impairment at the beginning of the
KRB year/period 756 1,135
ANE—ANEPFZ Additions — internal development — 286
AFE /HET IR Amortisation provided during the year/period
(FgE6) (note 6) (397) (428)
F/BHRREKES) Impairment during the year/period (note 6) (359) (237)
RE,/HR At the end of the year/period — 756
RE/HR At the end of the year/period:
BN Cost 41,068 41,068
REtEERORE Accumulated amortisation and impairment (41,068) (40,312)
AREFE Net carrying amount — 756
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16. 8 ERATZKRE 16.INVESTMENTS IN JOINT VENTURES

—AE —T-hF

2016 2015

FEx FHET

HK$’000 HK$'000

e EEFE Share of net assets 4,823 3,713
WEEEE Goodwill on acquisition 6,680 6,680
11,503 10,393

e —& & R AR Amounts due from a joint venture 539 577
" mE" Less: Impairment * (6,680) (6,680)
5,362 4,290

el —AERAFIRZ—RE  Amounts due from a joint venture — current 133 885
JER—EERBRRNIBREREER The amounts due from a joint venture included in
ETZ&%TEP C BEER 22 RN investments in joint ventures are unsecured, interest-
eEREHRE T _BARNEE - free and are not repayable within twelve months from
Zﬁ/\ﬁﬂkﬂj{/ﬂ%[ﬁﬂﬁ%méﬁ the end of the reporting period and are therefore shown

in the consolidated statement of financial position as
non-current.

JEW —& & X A BR 133,000 78 7T The amounts due from a joint venture of HK$133,000
—Z—h4F : 8850008 T) EE (2015: HK$885,000) included in the Group’s current

RAEBREEEF » AEKT - 2 assets, are unsecured, interest-free and have no fixed

BREETEERY - term of repayment.

# HREERLRE S ENRIZEBRRA # Impairment of HK$6,680,000 (2015: HK$6,680,000) was
(m%&&ﬁ%Z%ﬁ%@#ﬁ@)ﬁﬁﬁé—é} recognised for an investment in a joint venture with a carrying
BERRIZIRERAEER - %ﬁfﬁi%ﬁ amount of HK$8,232,000 (2015: HK$7,851,000) (before
EF—ZHBadkm - E&E HRZEE deducting the impairment loss) because the directors have
NElZ R ERMEES,232,0008 (=& reviewed the carrying amount of the investment in that joint
— AR 7,851,000 70 ) (R B (B venture with reference to its business performances prepared by
&5 48 A1l ) 3R )% {5 6,680,000/8 L (=& the investee’s management, and considered that only a portion
—Fh%F : 6,680,000/87T) ° of the amount could be recoverable.
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16. 8 ERRIZRE(E) 16.INVESTMENTS IN JOINT VENTURES
(continued)
Y —EBRRIRFBERN—EE The movements in the provision for impairment of an
NRIZRERERE 2 EEHNT amount due from a joint venture and an investment in a
joint venture are as follows:
—T-RE
Bz MA—HZ
—E-RE —E-RE
+t=ZRA=t—-B TZA=+—H
EFE HAfe]
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
TET TET
HK$’000 HK$'000
RE /B9 At the beginning of year/period 6,680 6,500
REEERER(fE6) Impairment loss recognised (note 6) - 180
RE /R At the end of year/period 6,680 6,680
AEBTBLEAT T HBMT - Particulars of the Group’s principal joint ventures are as
- : follows:
Bolt
Percentage of
iR \ o
8 Z#fE  SMREBLE  FEERR FRRE 2B TEER
Particulars Place of
of registered registration ~ Ownership Voting Profit Principal
Name capital held  and business interest power sharing activities
ERFRERREERAT(ERNE)) AR% 8/ hERY 19.78 20 19.78 RERBEETER
Chongaing New Standard 5,401,5507C The PRC/ =
Medical Equipment Co., Ltd* RMB5,401,550  Mainland China Manufacture
and trading of
electronic medical
appliances
A FEERAR" ARE15000m BB/ RENL 50 50 50 BIHEETER
RMB15,000 The PRC/ Online trading of
Mainland China electronic products
* RIEH B oK € 5Tl B 75 BT s E fih &2 ok * Not audited by Ernst & Young, Hong Kong or another member
@A E SRR AR B =i firm of the Ernst & Young global network
BAFTEA B AT E A A 7 The above investments in joint ventures are indirectly
B2 o held by the Company.
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16. 8 ERARIZRE(E) 16.INVESTMENTS IN JOINT VENTURES
TRINTAEEERNTEBEREED The following table illustrates the aggregate financial
BERAZMEERRE - information of the Group’s joint ventures that are not

individually material:

“E-RF —T—hF

2016 2015
FEx FHET
HK$’000 HK$'000
ANEE HREMEAE QA Share of the joint ventures’ profit for the
i A year/period 1,695 1,136
RNEE HEEMEAE QR Share of the joint ventures’ total comprehensive
ZHBALRE income for the year/period 1,695 1,136
REWA Dividend received 585 -
REBRAELARIREZE  Aggregate carrying amount of the Group’s
E A investments in the joint ventures 4,823 3,713
17. BE QR 2 RE 17.INVESTMENT IN AN ASSOCIATE
—E-RE —T-RF
2016 2015
FExT FET
HK$’000 HK$'000
EIEEEFE Share of net assets 17 18
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17. BE AR ZRE(E) 17.INVESTMENT IN AN ASSOCIATE (continued)
RENRZFBIT Particulars of the associate are as follows:
Fr¥s rEEENG
AR A AR FrEEEs
% A= SRR ZBEA FEEE
Percentage
of ownership
Particulars Place of interest
of registered registration attributable Principal
Name capital held and business  to the Group activities
BNPREFREFRAR AREE100T B/ HERH 30 EBEE£K
RMB100 The PRC/ Dormant
Mainland China
* RIEBERB LRGBS E b Z oK * Not audited by Ernst & Young, Hong Kong or another member
AN B ATRIBR K B T iz firm of the Ernst & Young global network
RNEEHA 22N 5 IREBFEH A The Group’s shareholdings in the associate comprise
NE—2EBENBRARIEAE 2 IXEK equity shares held through a wholly-owned subsidiary of
o the Company.
TRIRAEETBE RN MEE S The following table illustrates the financial information of
NAlZ B ERIBE the Group’s associate that is not material:
—AE —T-hF
2016 2015
TERT TET
HK$’000 HK$'000
RNEE /B G Share of the associate’s loss for
/N = the year/period (1) (4)
$¢f/ﬁﬁ RIS Share of the associate’s total comprehensive
BE N HEEREERE loss for the year/period (1) (4)
AREER—BE QA Aggregate carrying amount of the Group’s
WEZRHEEE investment in an associate 17 18

116 Group Sense (International) Limited ® Annual Report 2016



MGHmERME (8)
Notes to Financial Statements (continued)

—ZT—F+=-H=+—H 31 December 2016

18. A ERE 18. AVAILABLE-FOR-SALE INVESTMENTS

—E-RE —T-RF
2016 2015
FEx FHET
HK$’000 HK$'000

FEMED Non-current
FEMRIERE @ AR Unlisted equity investments, at cost 32,680 32,680
B ORE Less: Impairment’ (25,840) (25,380)
6,840 7,300

mE Current

JEFTERERE - RATFE  Unlisted debt investments, at fair value 22,245 —

19.

# HRBREXRBRE REeHEEE
32,680,000 T (BRI E B 1B AT ) (=
T —FH 4 : 32,680,000/ 7C) 23k LT
B% HEE % & HE SRR (B 25,840,000 T (=
T —Fh 4 : 25,380,000/87C) °

iR E BIEIE T BERE S K E R
KRE  HEEE/AIHEERE -

R-ZFB—R"E+-HA=1+—B" 3Lt
MRERBERASEAFERESE
ZERFEXNNE  RKEZIAR/A
FEBE ] SE & M AR AR SR
BE5IE -

RERE

BEMEAYSRE - BReEH
TREEEI Y B RCE

19.

# Impairment of HK$25,840,000 (2015: HK$25,380,000) was
recognised for unlisted equity investments with a carrying
amount of HK$32,680,000 (before deducting the impairment loss)
(2015: HK$32,680,000) due to the non-performance of these
investments.

The above investments consist of investments in unlisted
equity securities and debt investments which were
designated as available-for-sale investments.

As at 31 December 2016, the unlisted equity
investments were stated at cost less impairment
because the range of reasonable fair value estimates
was so significant that the directors were of the opinion
that their fair value cannot be measured reliably.

LONG TERM DEPOSITS
None of the assets is either past due or impaired. The

financial assets relate to deposits for which there was
no recent history of default.
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78 20.INVENTORIES
—RE —E—hfF
2016 2015
FEx FET
HK$’000 HK$'000
R Raw materials 41,148 37,846
& m Work in progress 14,459 9,963
S m Finished goods 28,219 10,781
83,826 58,590
JEWE SRR 21. TRADE RECEIVABLES
—E-XF —T-RHF
2016 2015
FEx FHET
HK$’000 HK$'000
JEWE SRR Trade receivables 60,599 37,085
A Impairment (17,053) (16,785)
43,546 20,300

AEBEHERFZ2ESEEUEE
FERET - IR —MKNF30E0
X BEAXFEERAGERE - &~
SEB R IFHEREN 2 BIEKIE
EITEREEHTEEERBEE R
K- shEEErHENaH 2%
%c%%iY%m’Mt$%EZE
WESRFEABREMORZEF
B - WEERRK IH§K$¢ o N
SEVWEMEEKE FRAERTE
Eﬁﬁﬁmiﬁmﬁfhﬂ%hoﬁ
B S ERFKTETFIE o

The Group’s trading terms with its customers are
mainly on credit. The credit period is generally 30 to
90 days. Each customer has a maximum credit limit.
The Group seeks to maintain strict control over its
outstanding receivables and to minimise credit risk.
Overdue balances are reviewed regularly by senior
management. In view of the aforementioned and the
fact that the Group’s trade receivables related to a large
number of diversified customers, there is no significant
concentration of credit risk. The Group does not hold
any collateral or other credit enhancements over its
trade receivable balances. Trade receivables are
interest-free.
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21. BRE SR (E)

AT BEKEZERFNMEHR - 1
NREIHI A (HBR R ) 2 RREC D AT

21. TRADE RECEIVABLES (continued)

An ageing analysis of the trade receivables as at the
end of the reporting period, based on the payment due

dates and net of provisions, is as follows:

—B-XRE "T—nF

2016 2015

TET FETT

HK$’000 HK$'000

LR 60K Within 60 days 41,659 19,101
61 290K 61 to 90 days 858 127
#BiE 90 K Over 90 days 1,029 1,072
43,546 20,300

AT REWE ZERFNBER - 1%
TEA (R ) 2RI DT -

An ageing analysis of the trade receivables as at the
end of the reporting period, based on the invoice date

and net of provisions, is as follows:

—E—RE —E—FhF

2016 2015

FHET FHET

HK$°000 HK$'000

DR 60K Within 60 days 41,357 18,835
61 £ 90K 61 to 90 days 1,155 284
BB 90K Over 90 days 1,034 1,181
43,546 20,300
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21.

—NE+=H=+—8 31 December 2016

FEWE 5 BRM(E)

21. TRADE RECEIVABLES (continued)

W E SRFBERE 2 ZEBINT The movements in the provisions for impairment of trade
receivables are as follows:
—ZT—RF
BZE mMA—BZE
—E-RE “T—AhEF
+=ZA=t-B +=ZA=+—H
LFE HAE]
Period from
Year ended 1 April 2015 to
31 December 31 December
2016 2015
TER THET
HK$°000 HK$'000
RE/ 8] At the beginning of year/period 16,785 17,765
REEBER(KEEE) Impairment losses recognised (note 6) 784 206
REEERE (FF6) Impairment losses reversed (note 6) (279) (229)
EMERVEA I E 2 AR K Amounts written off as uncollectible (237) (957)
RE /R At the end of year/period 17,053 16,785

LtiiEWE SRR BERERR
BRI RERKE SRR EE
17,053,000 t(= T — A F:
16,785,000,% T) E#EEmE
A17,8350008 t(—ZF — 7 &F ¢
16,785,000/8 7T ) ° & Bl £ 5 B FE Uk
EHoRFEATFHERFEMAIES
B FEHI S RURER T AT Y (e -

Included in the above provision for impairment of trade
receivables is a provision for individually impaired trade
receivables of HK$17,053,000 (2015: HK$16,785,000)
with a gross carrying amount of HK$17,835,000 (2015:
HK$16,785,000). The individually impaired trade
receivables relate to customers that were in default or
delinquency in payments and the receivables are not
expected to be recovered.
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21.

22,

FEWE 5 R (E)

I ARl Sk KRR AR T IRE 2 UK
BHRARREOMTAT

21. TRADE RECEIVABLES (continued)

The ageing analysis of the trade receivables that are
neither individually nor collectively considered to be
impaired is as follows:

—E-RE —T-RF

2016 2015

FEx FHET

HK$’000 HK$'000

KRBT ERE Neither past due nor impaired 38,779 18,362
BE—ZmEA 1 to 2 months past due 2,880 739
BERE=EA 2 to 3 months past due 567 127
BEBE=A Over 3 months past due 538 1,072
42,764 20,300

R B I I E IR E 2 B AR SB NTE AT
HAYY 3 R ALER VAL D LR ©

BB HE ERE < R R BN A&
BZELERFNELRR - RIEE
sk - ARREEFRR  ANEE
BRUESANRE - TRBEHRA
2HWE - BEARUL S AERIELR
BRAE -

Receivables that were neither past due nor impaired
relate to a large number of diversified customers for
whom there was no recent history of default.

Receivables that were past due but not impaired relate
to a number of independent customers that have a good
track record with the Group. Based on past experience,
the directors of the Company are of the opinion that no
provision for impairment is necessary in respect of these
balances as there has not been a significant change in
credit quality and the balances are still considered fully
recoverable.

FEFIE - RN HAEWEE 22. PREPAYMENTS, DEPOSITS AND OTHER
ESN RECEIVABLES

—E-XRF —T-RHF
2016 2015
FET FAET
HK$°000 HK$'000
B IR Prepayments 12,082 3,041
e Deposits 3,978 4,221
H e W 5108 Other receivables 26,163 34,569
A Impairment (22,072) (27,567)
20,151 14,264

BB ERHEONE - RERBER
flb U BR R B R

None of the deposits is either past due or impaired. The
provision for impairment relates to other receivables.
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22. FEFIE - EREMEWER 22. PREPAYMENTS, DEPOSITS AND OTHER
(&) RECEIVABLES (continued)

FHBEANRIE - Be REMEKER
KRB R R B 15 22,072,000%8 7T
—E— T 27,567,000 T) 2
BE - EBRMEEA22,072,000 BT
(ZZE— 1 : 27,567,000/ 7T ) °
118 71) A% ok 18 EL 4t 78 AT IR 0 B L i B IR
R R SERFIEERE - THEER
U (B b 25 P L BR 3R 2 — EB 1D S N AT UK
Ol SRR - AEBWESRNE
EHBAETMERRREMEERA
REE - EpE Mt RUBRZE AR BER IR
R E N B AL BA Y EHE K T
8RB ANTE o

BNFIA ~ e M E AR Z R
EREEBMT

Included in the above provision for impairment of
prepayments, deposits and other receivables are
provisions of HK$22,072,000 (2015:HK$27,567,000)
with a carrying amount of HK$22,072,000 (2015:
HK$27,567,000). The individually impaired other
receivables relate to other receivables that were in
default or delinquency in payments and only a portion
or none of the receivables is expected to be recovered.
The Group does not hold any collateral or other credit
enhancements over this balance. The remaining balance
of other receivables is neither past due nor impaired
and relates to a large number of independent parties for
whom there was no recent history of default.

The movements in the provision for impairment of
prepayments, deposits and other receivables are as
follows:

—T-RE

BZ mA—HZE
—E-RE —E-RE
+=ZBA=+—-H +ZA=+—H
LEE HAfE

Period from

Year ended 1 April 2015 to
31 December 31 December

2016 2015

TER THT

HK$°000 HK$'000

RE /8] At the beginning of year/period 27,567 28,025
REEERE (FF6) Impairment losses reversed (note 6) (5,495) —
B MR 1A T E 2 AR X Amounts written off as uncollectible — (458)
RE /HiR At the end of year/period 22,072 27,567
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23. Iﬁgwﬁﬁ%ﬁlﬁi BREIEH 23.CASH AND CASH EQUIVALENTS AND

T PLEDGED DEPOSITS
—E-RE —T-hF
2016 2015
TET TET
HK$’000 HK$'000
Re KIR1THE Cash and bank balances 97,757 125,161
BT Time deposits 40,000 250,488
137,757 375,649

oW —ERHRTERZ Less: Pledged deposits for a short term

B ESR (M 26) bank loan (note 26) — (488)
RekReFEIEE Cash and cash equivalents 137,757 375,161

RMEBKR XEBAAREKTA
R DA EZREEMREEEER
#16,706,000/8 7T( = T — A F ¢
6,693,000 87L) - ARBETEEA
HmHEME® - A - BEPEINE
EIRIRO M AEE - SERMNEEER
E - ASERESRAERENHEE
%%%E@ﬁ&ﬁﬂ%)&%ﬁﬁ%ﬁm%ﬁ

RITME HVIRBRITE ARITHFRA
RZFENREREFE - BT AREE
BRI e FE K - HIE 7K HiR
A=EA - WIRE [ ZERPERFK
MR EREUF R o RITHFR B TF R
R A RIFER BRE IR
TRRCERHYERTT o

At the end of the reporting period, the cash and
cash equivalents of the Group denominated in
Renminbi (“RMB”) amounted to HK$16,706,000 (2015:
HK$6,693,000). RMB is not freely convertible into other
currencies, however, under Mainland China’s Foreign
Exchange Control Regulations and Administration of
Settlement, Sale and Payment of Foreign Exchange
Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. Short term time deposits are
made for three months depending on the immediate
cash requirements of the Group, and earn interest at
the respective short term time deposit rates. The bank
balances and pledged deposits are deposited with
creditworthy banks with no recent history of default.
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24.

AT RN E Z RN E BIARIZN
REH A 2RO

—"E+=HA=+—H 31 December 2016
BN EZRM 24. TRADE PAYABLES

An ageing analysis of the trade payables as at the end
of the reporting period, based on the payment due
dates, is as follows:

—E-RE —T-hF

2016 2015

TERT FET

HK$’000 HK$'000

DR 60K Within 60 days 38,623 51,350
61 £2 90X 61 to 90 days 2,108 45
83890 K Over 90 days 7,686 3,036
48,417 54,431

AT RN E SRR RS R IL %
ZBZRREDIT

An ageing analysis of the trade payables as at the end
of the reporting period, based on the invoice dates, is
as follows:

—B-AF  ZF-IF

2016 2015

TET FET

HK$’000 HK$'000

LR 60K Within 60 days 35,345 49,585
61£290KX 61 to 90 days 2,986 1,775
838 90K Over 90 days 10,086 3,071
48,417 54,431

BREZEREFTZMNAE  B—%
MRE0KREE -

25. 2

HAb e RN ERT B EL &S
AARENRER -

The trade payables are non-interest-bearing and are
normally settled on 60-day terms.

Hitt B RRRETTERE 25.0THER PAYABLES AND ACCRUALS

Other payables and accruals are interest-free and
repayable on demand.
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T—RNFE+=-F=+—H 31 December 2016

26. S RITEE

26.INTEREST-BEARING BANK BORROWINGS

EBRA=E
Effective
interest rate

“E-RE “2-1f
2016 2015
) TR ERA= 3|5 TR
Effective

Maturity HK$’000 interest rate Maturity HK$'000

;ﬁiﬂ Current
B3 —HBEAE  Bank loans - secured 3.7% - 4.0% RER 21,285 2.6% - 3.6% BEK 30,831
On demand On demand
[TEF — BHEA  Bank loans - secured — 71%-86% 2016 38,096
21,285 68,927
iz - Notes:
(a) R=ZT— /\i‘f’ A=+—HBA%KER (a) As at 31 December 2016, the Group’s bank loans are secured

TTEFA TN fE R - by:

(i) RAEERBEHREEELED (i) a mortgage over the Group’s building, which had an
6,965,000 (= T — A F : aggregate carrying value at the end of the reporting period
7,245,000 70 ) 2 E FE R IRIB of approximately HK$6,965,000 (2015: HK$7,245,000);

AR
(i) AP EREEAREE 2 FE TR (i) the pledge of certain of the Group’s time deposits in prior

(b)

(iiif)

{EBIRIR - © %84 488,000 7T ;
54

RARBRERTALEERNRITH
ERBRITRHNAGER €58
24,000,000/ C(=ZZF—AF :
24,000,000 7T )

R-ZT—RE+=-A=+—H ~&H
AR 1T E 21,285,000 (=&
— R 4 1 30,831,000 7T ) bAB TTEHE
R #E(=—ZF—FRF : 38,096,000 7T)
AEARITEFTAAREE -

(b)

period amounting to HK$488,000; and

(iii) corporate guarantees by the Company to banks for banking
facilities granted to the Group amounting to HK$24,000,000
(2015: HK$24,000,000)

As at 31 December 2016, the Group’s secured bank loans
of HK$21,285,000 (2015: HK$30,831,000) were denominated
in Hong Kong dollars and nil (2015: HK$38,096,000) were
denominated in Renminbi.
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27. &5

28.

29.

27. PROVISION
EmRE
Product
warranties
FERT
HK$’000
RZZE—R"F—H—H At 1 January 2016 945
BEIEhn(Fizke) Additional provision (note 6) 349
RAFEANE A Amounts utilised during the year (286)
BoARBASHENT6) Reversal of unutilised amount (note 6) (72)
MEH B Exchange realignment (3)
RZZE—RF+-A=+—H At 31 December 2016 933

REERBHEFE@MAZTERREMR
FE=FREF  RYEEERETHE
Y E# o RBEZBHEEIIRIEE B
TR EIE SR BIE R AEEMET - %
E?r%ﬁ—ﬂ%ﬁ%i&ﬁ wel o WIEEE
B3] o

BB — B 2 7 — R R R

BRFX

JER —M B A a] —IEIE B IR R 2 BR 3K
RERKR REREBTEENS -
B —RREMX

RN — IR R EER - 2R NGB
AR 12EAREE -

28.

29.

The Group provides two to three year warranties to its
customers on certain of its electronic products, under
which faulty products are repaired or replaced. The
amount of provision for the warranties is estimated
based on sales volumes and past experience of the
level of repairs and returns. The estimation basis is
reviewed on an ongoing basis and revised where
appropriate.

DUE TO A NON-CONTROLLING
SHAREHOLDER OF A SUBSIDIARY

The amount due to a non-controlling shareholder of a
subsidiary is unsecured, non-interest-bearing and has
no fixed terms of repayment.

AMOUNT DUE TO A SHAREHOLDER

The amount due to a shareholder is unsecured, non-
interest-bearing and is not repayable within 12 months.
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30.

—NE+=ZH=+—H 31 December 2016

AEBRBEBERIBEBER D F
HAREBEENBEERNE
441,463,000 L( ZE—HF+ =
A=+—H 432,571,000 7Tt )
W r] 4R AR SEE £ B BB A
AR AR R ERTRF] o NEB IR
Bl b A 49111,167,00078 (=

T — [ £ 138,799,000 7% 7T ) Y Fi
EE - YaRARKR—Z2RAFRILH

ARIRFERD & A o F LT E R B2 S
B—BREHEEBER/ERRTUG AT
UAHE 85 1t 25 PR BB 1% B AT B R 2 0 75
B SRMEERME - WARERE
SEFRIABE

BIFPEPEMERZE - RPERH
K 2 INE R ERINRREETIRZ
[ B BABK10% 2 EHH - RER
FER-_ZETN\F—A—BBER
WEAR—_EE+F+-_A=+—H
ZEEEZEF o fmH B At E SN
REEMBRIZEER AT ARG
Wk A IRSEE AR R -
MAEEME  BEAREES% - A
it AREBZBEF B R A S 2 B
BRARNREZENF—A—BUEE
&2 BRI IR 2B BN E ST -

RZZFE—XRFE+H=+—8 &%
B I 45 h A R B R A L 2 B B A

A -BERTREGEATIERELR
AT EE A 2 FE N AR BB A A i s A ]
BREMB - EFRR WEWEAR
Al - BERARIREERAREARR
RAKAIRED KL FRF] o F RS Hf
R+ BERH R A H B AR

BRAIRBMERRIZIRE - WREE
HEERERER(ZZE—hDF: &)

AARMERRZ TR E
FIiSHiER -

I EE B A

30. DEFERRED TAX

The Group has tax losses arising in Hong Kong before
Inland Revenue Department (“IRD”) assessment of
approximately HK$441,463,000 (31 December 2015:
HK$432,571,000) that are available indefinitely for
offsetting against future taxable profits of the companies
in which the losses arose. The Group also has tax
losses arising in Mainland China of approximately
HK$111,167,000 (2015: HK$138,799,000) that will expire
in one to five years for offsetting against future taxable
profits. Deferred tax assets have not been recognised
in respect of these losses as they have arisen in
subsidiaries that have been loss-making for some time
and it is not considered probable that taxable profits will
be available against which the tax losses can be utilised
by these subsidiaries.

Pursuant to the PRC Corporate Income Tax Law, a
10% withholding tax is levied on dividends declared to
foreign investors from the foreign investment enterprises
established in Mainland China. The requirement is
effective from 1 January 2008 and applies to earnings
after 31 December 2007. A lower withholding tax rate
may be applied if there is a tax treaty between Mainland
China and the jurisdiction of the foreign investors.
For the Group, the applicable rate is 5%. The Group
is therefore liable to withholding taxes on dividends
distributed by those subsidiaries established in
Mainland China in respect of earnings generated from 1
January 2008.

At 31 December 2016, no deferred tax has been
recognised for withholding dividend taxes that would be
payable on the unremitted earnings that are subject to
withholding dividend taxes of the Group’s subsidiaries,
associate, and joint ventures established in Mainland
China. In the opinion of the directors, it is not probable
that these subsidiaries, associate and joint ventures will
distribute such earnings in the foreseeable future. There
was no significant temporary difference associated with
investments in subsidiaries, joint ventures and associate
in Mainland China at the end of the reporting period
(2015: Nil).

There are no income tax consequences attaching

to the payment of dividends by the Company to its
shareholders.
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31. &R 31.SHARE CAPITAL
—E-RF —ZFT—aF
2016 2015
THET FET
HK$°000 HK$'000
BERITRERE Issued and fully paid:
2,874,390,058 (—Z—F 2,874,390,058 (2015: 2,874,390,058)
& 1 2,874,390,058) % ordinary shares of HK$0.10 each
SRMEE0.10E T2
ERAR 287,439 287,439

ARABRETRAZ EHRLIT

A summary of movements in the Company’s issued
share capital is as follows:

B&fT KRG EE
RHB#A k& B am

Number Share

of shares Share premium
in issue capital account Total

TR TR TR
HK$'000 HK$'000 HK$'000

RZE-HFNA—H At 1 April 2015 1,437,195,029 143,719 460,312 604,031
BIIHBR (a) New issues (a) 1,437,195,029 143,720 143,719 287,439
RO EITRX Share issue expenses - - (2,971) (2,971)
W E-HE+-A=1+-H: At 31 December 2015,

ZERE-A-Ak 1 January 2016 and

“E-"E+-A=t-H 31 December 2016 2,.874,390,058 287,439 601,060 888,499
Mzt : Notes:

(a) R=ZZT—AF+A=-+=RH " ERRH
MEZBRESHE —BRBRHERE —
MREBEER D 2 EEUFTRBEERDO0.2
BT BITEETARRE  BRIET
1,437,195,029 8 % 1n - M LR E A
287,439,000 7t (FNBRFEZAT) ©

(a) An open offer of one offer share for every one share held by the
members on the register of member on 23 October 2015 was
made, at an issue price of HK$0.2 per offer share, resulting in
the issue of 1,437,195,029 shares for a total cash consideration,
before expenses, of HK$287,439,000.
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32. f#f@ 32. RESERVES

A EBAAERE RBEDN 2 S
EREBD 2T NHERAESIE
Z A REEDER -

AEBZFRlERERE-NNL=F
ARRBZBAD EHRIFTETZARE
EARAMKE 2B ARKRD ZHE
R F R 1T 2 AR R
mEZZ% -

B FEEEARFEHESE D HE

BHEAE

BAREEAFEIEE o AEEHEQ
AR ARERER AT

33.

The amounts of the Group’s reserves and the
movements therein for the current year and prior period
are presented in the consolidated statement of changes
in equity on page 54 of the financial statements.

The Group’s special reserve represents the
difference between the nominal value of the shares
of the subsidiaries acquired pursuant to the Group
reorganisation prior to the listing of the Company’s
shares in 1993, and the nominal value of the Company’s
shares issued in exchange therefor.

PARTLY-OWNED SUBSIDIARIES WITH
MATERIAL NON-CONTROLLING INTERESTS

Details of the Group’s subsidiaries that have material
non-controlling interests are set out below:

= A
2016 2015
B AT A IR E R Percentage of equity interest held by
B : non-controlling interests:
LPNGIE L NGIE 49% 49%
BMNEE BMBEE 49% 49%
—T-RF
S mA—HZE
ZEB-RE —T-hEF
+=ZA=t-B +ZA=+—H
LFE HAfH]
Period from
Year ended 1 April to
31 December 31 December
2016 2015
TER THT
HK$°000 HK$'000
FEHRRDERFE Loss for the year allocated to non-controlling
B interests:
YNGE YNGE (760) 516
BMEE BMEE (778) (519)
PRilE B SRR Accumulated balances of non-controlling
ZETERR interests at the reporting dates:
LLNIE LY NGE (6,732) (6,433)
BMEE BMBEE (579) 172
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B.WEEAFEFIER MBS HE  33. PARTLY-OWNED SUBSIDIARIES WITH
EREAT(E) MATERIAL NON-CONTROLLING INTERESTS
(continued)

TR R LB AR E R The following tables illustrate the summarised financial
ZoBRIEBHAELATZ AT information of the above subsidiaries. The amounts
EHY A8 - disclosed are before any inter-company eliminations:
BE-_Z—-—Xx"H¥+=ZHA=+—H Year ended 31 December 2016
LFE
hRHE BEMBE
FET FET
HK$’000 HK$’000
H A Other income 226 282
X hERR Total expenses (1,777) (1,870)
RNEE Z5mHM, (B8 ) KR Profit/(loss) for the year and total
AEEZ2E2ERABE comprehensive income for the year (1,551) (1,588)
MENEE Current assets 464 254
JEMENEE Non-current assets 41,825 33,154
nBaE Current liabilities (1,769) (1,143)
FERBEE Non-current liabilities (54,259) (33,447)
RS IS AFEE  Net cash flows from operating activities 206 37
WEEKZIBERHFRE  Net cash flows used in investing activities (212) -
HekReFBEBEB Z Net increase/(decrease) in cash and
Ean, O ) F 58 cash equivalents (6) 37
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B.WEEAFEFIER MBS HE  33. PARTLY-OWNED SUBSIDIARIES WITH
EMB AR (E) MATERIAL NON-CONTROLLING INTERESTS

(continued)

TR R LB AR E R The following tables illustrate the summarised financial
Z o WREZESERARELATEAA information of the above subsidiaries. The amounts
EE R - (8) disclosed are before any inter-company eliminations:

(continued)

—E-IFWA—-HE-ZE—HF Period from 1 April 2015 to 31 December 2015
+t=ZR=+—BHHB
S PNE BMEE
FAT FHAT
HK$'000 HK$'000
HAp g A Other Income 2,387 —
pgu ot Total expenses (1,333) (1,059)
AEF 2GRN,/ (BB & Profit/(loss) for the year and total
AHE 2 2 ERA BT comprehensive income for the period 1,054 (1,059)
MBEE Current assets 775 60
ERBEE Non-current assets 45,879 36,486
mEBEE Current liabilities (191) (2,300)
ERBAE Non-current liabilities (59,592) (33,894)
REXEBZHRNFRE Net cash flows from operating activities 1,240 -
REEBK 2 HERANFE Net cash flows from investing activities 3 -
MEXB R e TR Net cash flows used in financing activities (1,387) —
RekBReFEEBEZ Net decrease in cash and cash equivalents
D EE (144) -
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34. (&6t 34. BUSINESS COMBINATION

RZZE—AF+-A+HH  A&E
A% = WEFERE AT mE
RAR(THERA]) - FTEEAE
ERESRENMBREENES 17
WESHES TERAKRESZ TLH®
REBWIZRAKERAERE) 2
BEg - WESHZBERERREN
A AXNEBER_FT—HF+_H
=t HEREMEMESIIK -

R-Z—RFRBHREAERZZER
Bilas DIRIBREE B 2 RS FHEET
g REAEBEEHIVNEER W
& BERERRBHERAR _-Z
—hERAA-HBEKBENIEHEZ
REBRmTARE - BETETEER
REFBEZBAFTRESHETIH=F
—hFHFHwER L B RRDARTAK ©

AEEERFRNTEXNEE H B H
BEENRE - BEAEBEE 7]
VHHETE R  WEEE BERE
EE A AR 54,482,000 T(HHER
#4766,027,0007 L) © BHERRFEE
B AR 17,794,000 7 © R A
EERBURRIENEREE =
—RAFEZHBRERDLES AR
MERESHEELN A - ALt
R-_ZE—RAF+-_A=+—HZEN
R{ER A 21,184,000 R=-&
—RENA—BE-_ZE—FAE+_H
—t+—HHBEzEZEBERBURERS
21,564,000 7T & i E 37 41 & & 1~
REEL ZIMNEW SR 2 380,000 7

ﬁo

FR AEEEMBEAXTARE
49,153,000 7T (B 7 57,429,000 7
T0) c ERREHRBEFAZE—X
F+-_A=+—HzHMEMZE -

On 15 December 2015, the Group acquired the
entire interest in Xinjiang Tengxiang Magnesium
Products Company Limited (“Xinjiang Tengxiang”)
from independent third parties. Xinjiang Tengxiang is
engaged in the production and trading of magnesium
ingots and semi coke. The acquisition was made as part
of the Group’s strategy to diversify the Group’s business
and enhance long-term growth potential of the Group.
The purchase consideration for the acquisition was in
the form of cash and the unpaid amount was recorded
as other payable as at 31 December 2015.

The gain on bargain purchase recognised in the 2015
financial statements were based on a provisional
assessment on the purchase consideration. Pursuant to
the sale and purchase agreement entered into by the
Group and the sellers, the purchase consideration shall
be adjusted by the operating gain or loss of Xinjiang
Tengxiang for the period from 1 May 2015 to the
completion date. The negotiation of the adjustments to
the purchase consideration with the sellers had not been
completed by the date the 2015 financial statements
were approved for issue by the directors.

During the year, the Group has completed the
negotiation of adjustments to the purchase consideration
with the sellers. In accordance with the supplemental
agreement agreed by the Group and the sellers,
the purchase consideration for the acquisition was
finalised at RMB54,482,000 (equivalent to approximately
HK$66,027,000), resulting in a decrease of
RMB17,794,000 over the provisional value and increase
in gain on bargain purchase of the same amount. The
2015 comparative information was restated to reflect
the adjustment to the provisional amounts. As a result,
there was a reduction on the consideration payable of
HK$21,184,000 as at 31 December 2015, an increase
in the gain on bargain purchase of HK$21,564,000 and
decrease in the foreign exchange gain of HK$380,000
arising from the retranslation of consideration payable
for the period from 1 April 2015 to 31 December 2015.

During the year, the Group paid RMB49,153,000
(equivalent to HK$57,429,000) to the sellers and the
rest of the consideration payable was included in other
payable as at 31 December 2016.
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34. XS 6(E) 34.

HRKBSEER -_T—AFMNA—H
E-T-AFT-A=t—HHR#E
7 BEH —_FT-AFNA—BIIR
ZESEAE At SIER_-F
—hEMA—BZEAPBIRARA

25 -

MERAR _T—RF+-A+HAAH
(WHERH) 2 AR EER AR

BUSINESS COMBINATION (continued)

As the acquisition took place during the period from 1
April 2015 to 31 December 2015 and no adjustments
were made to the balances stated at 1 April 2015, the
consolidated statement of financial position at 1 April
2015 is therefore not presented.

The provisional and finalised fair values of the
identifiable assets and liabilities of Xinjiang Tengxiang

B RS AFERT - as at 15 December 2015 (date of acquisition) were as
follows:
MU BEIR MU EEIE
BEZ Rz
SN | &N TE
Provisional Finalised
fair value fair value
recognised recognised
on acquisition on acquisition
BiaE FERT FHET
Notes HK$’000 HK$'000
ME - BB N&E Property, plant and equipment 13 200,810 200,810
TS L3 EFRER Prepaid land lease payment 14 31,363 31,363
LA Inventories 5,284 5,284
JEW B 5 BRTX Trade receivables 3,942 3,942
TENZIE - ke LHM  Prepayments, deposits and
JE B K other receivables 118 118
A [ 75 5K Tax recoverable 1,859 1,859
RekAEEFEER Cash and cash equivalents 428 428
e E 5 RRK Trade payables (35,087) (35,087)
HEMBRZ L ETAE Other payables and accruals (75,163) (75,163)
MERITEE Interest-bearing bank
borrowings (38,781) (38,781)
A RIEEFEATE  Total identifiable net assets at
e fair value 94,773 94,773
REBZE-_Z—AF+_-H Gain on bargain purchase
=+—HIEHEZ4E  recognised in the
B EMEEU AR  consolidated statement
ERNZEEBERE R = of profit or loss and other
comprehensive income
for the period ended
31 December 2015 7,182 28,746
SN Satisfied by:
MUWBEEEEMNEAHZ  Payable to the sellers
IE in connection with the
acquisition 87,591 66,027
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4. ¥ E B (E) 34. BUSINESS COMBINATION (continued)

& B UL BE U2 28,746,000 8 T (K& &
IEERHASEEE LA
BEACKCERAREBISRRE &
—BEEGERATHEEMET -

9B IR A < R UL 5 Bk I EL A e Uk
RN A A FERESOE
BERE ARBEFEHTSHEM
ERNOFEERKERR /K -

AEBFULWBEEEERIHHA
1,758,000 /&7t o WWEKAERBE
ﬁ%Zﬁéﬁé%ﬁ%ﬁﬂkﬁﬁi

WEMBAR CRSREONNT

The gain on bargain purchase of HK$28,746,000
(restated) was primarily attributable to arm’s length
negotiations between the Group and the sellers on
normal commercial terms, having taken into account the
operation and business prospect of Xinjiang Tengxiang.

The fair values of the trade receivables and other
receivables of Xinjiang Tengxiang at the date of
acquisition approximated to their gross contractual
amounts and the directors of the Company do not
expect any significant acquired receivables to be
uncollectible.

The Group incurred transaction costs of HK$1,758,000
for this acquisition. These cost have been expensed
off and are included in administrative expenses in the
consolidated statement of profit or loss for the prior
period.

An analysis of the cash flows in respect of the
acquisition of a subsidiary is as follows:

L
HK$'000

AARERHREREZABRE
KRTTREGB A KR e EHER
BRAER

AAREXRBREREZWEEE
R B

Cash and bank balances acquired and net
inflow of cash and cash equivalents included
in cash flows from investing activities 428

Transaction costs of the acquisition included in
cash flows from operating activities

(1,758)

(1,330)

BUREELAK - FriEEN - — R
MA—HBZ-_Z—AF+_-_A=+—
A HARE I £ A AN B 2 e 7 SR AEfA]
wmr o AZE—RAFNA—HEZ-ZE
—hRFt+ - A=1+—HEMZEZEE
BHEEE 1,565,000 H T °

HABEIN -_T—RFMNA—H
E_ZT-AFT+_A=+—BHMHEKN
MBEM ZRIAEEZ  BUEBS
HrENE B IR N —RIBES 6
ERNOWARBRL AT

Since the acquisition, Xinjiang Tengxiang did not
contribute any profit to the Group’s revenue for the
period from 1 April 2015 to 31 December 2015 and
caused loss of HK$1,565,000 to the consolidated loss
for the period from 1 April 2015 to 31 December 2015.

As the financial information of Xinjiang Tengxiang for
the period from 1 April 2015 to 31 December 2015 had
not been previously audited, it is impractical to disclose
the revenue and profit or loss of the combined entity, as
though the acquisition date for the business combination
had been at the beginning of the period.
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35. HEME R F 35. DISPOSALS OF SUBSIDIARIES

“T-0F
S MA—RH=Z
—E-AE —FT-IF
+=-A=+-8 +=A=+—H
HEE HAR]
Period from
1 April 2015
Year ended to
31 December 31 December
2016 2015
= FER FHT
Notes HK$’000 HK$’000

HEBBEFE Net liabilities disposed of:
RekRe%EEHEE Cash and cash equivalents - 8
Hih B R RiRE Other receivables and deposits — 22
HihEAERRRESAE Other payables and accruals — (197)
— (167)
HEMB AR 2 e Gain on disposals of subsidiaries 5 — 179
— 12

A Satisfied by:

Be Cash — 12
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35. HEMB LR (&)

ATRIHEMNBLARZRE MRS
FEBERRAFEIN

35. DISPOSALS OF SUBSIDIARIES (continued)

An analysis of the net inflow of cash and cash
equivalents in respect of the subsidiaries disposed of is
as follows:

—T-REF

BZE mMA—AZ

—E-XE —T-RF

+=ZA=+-B +=ZA=+—H

HEE HAf]

Period from

1 April 2015

Year ended to

31 December 31 December

2016 2015

TEx FAT

HK$’000 HK$'000

HeRE Cash consideration - 12

HERERREEEEE Cash and cash equivalents disposed of - (8)
RLEMBLRCEE R Net inflow of cash and cash equivalents in

ReEEBEARANFE respect of the disposals of subsidiaries - 4

36. e BHERERHFE

FEIFBRERF :

(i) @%E_Z\— SF+ A E —
10,401 ooo,% (=& — ﬂiﬁ'
ﬂ)mﬁﬁﬂhihﬁi%% %
B R &t o

37.RREE

ECV/\$+H+E7TK%

B EEASIARGE (T —0%F
&) -

38. EEEH

AEFUREEEEABFNRITE
HHFBERMF 13 23Kk 26 °

36.

37.

38.

NOTE TO CONSOLIDATED STATEMENT OF
CASH FLOWS

Major non-cash transaction:

(i) During the year ended 31 December 2016, the
Group has transferred HK$10,401,000 (2015: Nil)
from long term deposits to property, plant and
equipment.

CONTINGENT LIABILITIES

As at 31 December 2016, the Group has no contingent
liabilities (2015: Nil).

PLEDGE OF ASSETS

Details of the Group’s bank loans, which are secured by

certain assets of the Group, are included in notes 13, 23
and 26.
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39. KEHERH

AEBREREHERFHERESET
BRFENENIEIRES -WEZHE
BEH—E_FF-

R=BE—X<E+=A=+—B A%
B4 7 O 2 A A TR o ok SRR
SRS @E - R SRR E
mF :

39. OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office premises and staff
quarters under operating lease arrangements. Leases
for properties are negotiated for terms ranging from one
to twenty years.

At 31 December 2016, the Group had total future
minimum lease payments under non-cancellable
operating leases falling due as follows:

—B-A"F —FT-1F
2016 2015
FERT FHET
HK$’000 HK$'000
—FA Within one year 1,505 1,596
RE—FEERF(BEIE  In the second to fifth years, inclusive
BREME) 4,086 4,416
5,591 6,012
40. & iE 40. COMMITMENTS

Bk EXXPHRES9 2 e ME L BEFE 1B
O - REERHERKRITA TINEA
HEE

In addition to the operating lease commitments detailed
in note 39 above, the Group had the following capital
commitments at the end of the reporting period:

—E-XRE —E—FF
2016 2015
FET FHET
HK$°000 HK$'000
EETAVERER A - Contracted, but not provided for:
Y - BB KRR Property, plant and equipment 10,038 5,751
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MNBEEALIRS

(a) BRELSHMBHRREMELH ML
MRS RE/HA - AEH
BETIEXRBEALRS :

(a)

41. RELATED PARTY TRANSACTIONS

In addition to the transactions detailed elsewhere
in these financial statements, the Group had the
following material transactions with related parties
during the year/period:

BZE —T-hHF
—EB-RE MA—H=Z
+=HA=+—H “E—hF
tEE +-A=+—H
HAfE]
Period from
1 April 2015
Year ended to
31 December 31 December
2016 2015
By &k TER TET
Notes HK$°000 HK$'000
R—&ERAHE Sales to a joint venture (i) 2,921 3,363
MEEERA RN Management fee paid to
2ERE intermediate holding company (ii) 1,200 900
R—RZRNBAREE Purchase of raw materials from
JRH %} a fellow subsidiary (iii) 8,468 -
BsE - Notes:

A—&&RANHEDREAEE
METERPHE 2 AFRERRE
BT ©

)

AERERARXNZERERE
/100,000 # T UER

(if)

m—RAMBRAFBLTRELSE
HREARAABEE RV RE
&7y KRB E < HEWHETT

(iii)

AEBFTBEE ASRH :
EEHe MMeE—THBIR
W FRRMFES ©
X% (a)i) ®(a)(ii) 1B 2 B &

ALTRZIMER LR RIS 14A
EEENMERS °
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The sales to a joint venture was made according to the
published prices and conditions offered to the major
customers of the Group.

(0

The management fee paid to an intermediate holding
company was charged at a monthly rate of HK$100,000.

(if)

The purchase of raw materials from a fellow subsidiary,
Baishan City Tianan Magnesium Resources Co., Ltd., was
made according to a sale and purchase agreement mutually
agreed between the parties.

(iiif)

Compensation of key management personnel of the
Group:

Further details of directors’ fee end emoluments are
included in note 8 to the financial statements.

The related party transaction in respect of items
(a)(ii) and (a)(iii) above also constitute connected
transaction as defined in Chapter 14A of the Listing
Rules.
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2. ZFRE D2 EMTA

SHEBS BT ANEEHK 2 EHE
mT -

period are as follows:

—E—7Ft+=-A=1+—H
31 December 2016

42. FINANCIAL INSTRUMENTS BY CATEGORY

The carrying amounts of each of the categories of
financial instruments as at the end of the reporting

SREE Financial assets
BERK e
& Ut BR X ctRMEE i
Available-
for-sale
Loans and financial
receivables assets Total
FExT FExT FHExT
HK$’000 HK$’000 HK$’000
AHHERE Available-for-sale investments - 29,085 29,085
PARREZE 2/ Financial assets included in
BE long term deposits 36 - 36
UL E S BR 7Kk Trade receivables 43,546 - 43,546
DI ATERZIE - 4 Kk Financial assets included in
HMERERERZ &R prepayments, deposits and
BE other receivables 8,069 - 8,069
JEM & & A RIBRIK Amounts due from joint
ventures 672 - 672
RekAeFEER Cash and cash equivalents 137,757 - 137,757
190,080 29,085 219,165
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2. RERE s 2EeMIA(E) 42. FINANCIAL INSTRUMENTS BY CATEGORY
(continued)
FHEemTARNRERRZREE The carrying amounts of each of the categories of
N financial instruments as at the end of the reporting

period are as follows:

—E—7Ft+=-A=1+—H
31 December 2016

cRAE Financial liabilities
R
RAGTE
ZE@MEasE
Financial
liabilities
at amortised
cost
FET
HK$’000
JERTE BRI Trade payables 48,417
P AEMERMBEZK L Financial liabilities included in other payables
JEEtafEzemBaE  and accruals 51,155
M ERITIEE Interest-bearing bank borrowings 21,285
e —FI B AR — Amounts due to a non-controlling shareholder of
FE 12 Il f% 3R AR 5K a subsidiary 216
JER— IR R Amount due to a shareholder 121,000
242,073
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42. RERE 2@ T A(E) 42. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

—E-RF+=-A=1—H
31 December 2015

cRMEE Financial assets
BERk At e
& WLBR 3R TREE ]
Available-
for-sale
Loans and financial
receivables assets Total
FHIT FHET FET
HK$’'000 HK$'000 HK$'000
AHEERE Available-for-sale investments - 7,300 7,300
PRREZES 2/ Financial assets included in
BE long term deposits 58 - 58
e E BRI Trade receivables 20,300 — 20,300
DI ATEMZIE %4 Kk Financial assets included in
HMERERRZ &/ prepayments, deposits and
BE other receivables 11,223 - 11,223
Y& & A RIBRK Amounts due from joint
ventures 1,462 - 1,462
[ ERER /N Pledged deposits 488 — 488
ReRRESEEER Cash and cash equivalents 375,161 - 375,161
408,692 7,300 415,992
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42. ZERE s 2T AE)

43.

—E-R¥+=-RA=1+—H
31 December 2015

42. FINANCIAL INSTRUMENTS BY CATEGORY

(continued)

cHEeEs Financial liabilities

g s
KAGTE
ZEeRAaf
Financial
liabilities
at amortised
cost
FET
HK$'000
(&=E7)
(restated)
JERTE BRI Trade payables 54,431

P BEMEMIEZRN  Financial liabilities included in other payables
EraGErzemAaE and accruals 106,702
MERITEE Interest-bearing bank borrowings 68,927
JE —RRERBR X Amount due to a shareholder 110,000
340,060

TMIREZAVFERQAFES

n

ERECDHEARBceREENRA
BZRFE - TEEIFLHARERH
HERENIFEMEEAHLER

& - ERmERS

It Ty RR AR E H

Rt E T ARKREHREHE -

HAFETRER SERTE - JF ETAE
A] 4 & 9% 3% A AR (E ADRLE A
fR - AP ERABREZIFELTE
R SRE 2 A HETRERF
BESRENEEM S 2 RECRKE

A -

43. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS

Management has assessed that the fair values of
the Group’s financial assets and liabilities, except
for an unlisted equity available-for-sale investments
and an unlisted debt available-for-sale investments,
approximate to their carrying amounts largely due to the
short term maturities of these instruments.

The unlisted equity available-for-sale investments are
stated at cost less impairment as their fair values cannot
be reliably measured. The fair value of an unlisted debt
available-for-sale investment at fair value through profit
or loss is derived from quoted prices (unadjusted) in an
active market for identical assets or liabilities.
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43.

—NE+=ZH=+—H 31 December 2016

SMIAXAFPERAVES
w(%E)

TRIMAREZ SMIAZ AFE
HESR

BAFEIRNEE
R-B-AE+ZA=t-H

43. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS (continued)

The following tables illustrate the fair value measurement
hierarchy of the Group’s financial instruments:

Assets measured at fair value:

As at 31 December 2016

AT{EHBRA
Fair value
measurement using

WEEBME BEATEE EXAFUER
ZHE BAE BAE
Quoted
prices in  Significant  Significant
active  observable unobservable

markets inputs inputs
(E14) (%24) (%38) CE
(Level 1) (Level 2) (Level 3) Total

TATL TAL TAT TR
HK§'000 HK$'000 HK$'000 HK$'000

A HERE Available-for-sale investments:
EREE Debt investment 22,245 — = 22,245

RZZF—AR"F+-_A=+—08 &%
EfEEAEATEFECEREE
kaE(ZE—AFRATFEFEZ
THEERAE |-

RAFERN cHEENSHEES
1BEF2BA ﬂ?@ﬁiﬁﬁléﬁv
% EZ3ENMTEESSARBH(ZF
—RF:E)o

The Group did not have any financial liabilities
measured at fair value as at 31 December 2016 (2015
financial assets and liabilities measured at fair value:
Nil).

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 for both financial assets
and financial liabilities (2015: Nil).
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44.

—"NFE+=ZH=+—H 31 December 2016

BEEEEEEERBER

AEBEE éﬁﬁlﬁ&%&,\ e
BHRA L EMEKER - Re Ma
HEX  RERE  BEQRNEE
’AET%E‘E% e B SRR - EMEN
- MY RIRITREE A BN — KB

T FEFE BB AR -

AEESMTAEEANEERR 7%1*
ERK  REE SRR RINER R
%Aﬁptﬁﬂﬁﬁﬁﬁtiﬁﬂﬁﬁmﬁz
o Bt

ZK‘*IZ@?? ST BRAEEKREZ

i ZISEITEKEFEi{IWﬁEé
Q\%(Eﬁj(%fﬁ%ﬂ‘%zg}f o RN
E—RE+_A=+—BHAEAE
FEEEKWESERCHEBBIT%
(ZBE—RE+-A=+—08: B8
38%) ° MiELRF REEIZ BRI
R ERYUASBECEERERE
AEATE - BEEERBRRAER
K AEEEERBEZR—EAS -
EEETEERE  ZEEHEHEM
EEPERRfr - DAREAR BRERER A 1E pe Uk B
ﬁ,ﬁﬂﬁfz tEAh - AEBEFEHEM
FEER EWE SER 2 AT KE S
B UAERRTAIMEOSEEL RSN
ZREEBE - MtmE  AEEES
REAEEZ ZERREEZEEEY
AIEREAE o

RA] ZF BB R 2 F

= \ﬁéz % S 42 i 4 4

44. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES

The Group’s principal financial instruments mainly
comprise investments, trade and other receivables, cash
and short term deposits, long term deposits, balances
with the associate and a joint venture, trade payables,
other payables, interest-bearing bank borrowings and
an amount due to a non-controlling shareholder of a
subsidiary.

The main risks arising from the Group’s financial
instruments are credit risk, liquidity risk and foreign
currency risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised below.

The Group’s credit risk is primarily attributable to
its trade receivables. The Group has been largely
dependent on a small number of customers for a
substantial portion of its business. Over 47% (31
December 2015: over 38%) of the Group’s trade
receivables as at 31 December 2016 were due from
the Group’s five largest customers. The failure of these
customers to make the required payments could have
a negative impact on the Group’s operating results.
In order to minimise the credit risk, management of
the Group has delegated a team responsible for the
determination of credit limits, credit approvals and other
monitoring procedures to ensure that follow-up action
is taken to recover overdue debts. In addition, the
Group regularly reviews the recoverable amount of each
individual trade receivable to ensure that adequate
impairment losses are made for irrecoverable amounts.
In this regard, the directors consider that the Group’s
credit risk is properly managed and significantly
reduced.

Since the Group trades only with recognised and
creditworthy third parties, there is no requirement for
collateral.
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44 R EEEERBE(E) 44. FINANCIAL RISK MANAGEMENT

AEEEMEMEE(BRRE LR
SFHEER - AIHHERE BURA
BRr M ERRIRA MBS REN
PR - B REMERGIARN 2 S8
BE)ZEERRRAYOTRE
mARZ &S EREFRHLETAZ
fREfE -

FA AN SR B P I 59 2R B R 5 Bk 2
EERR  HE-THNECRERY
BRI TE 21 K EE o

AEBUEEERBDESHE| THEE
REETHERER T AZEZRHE
TRTANEMEE(NEYKE SR
FOZENMER - WRREEEHK 2
BeREBN -

AEBERRTEENMRTEER
BOEESFHE N REE M HEEG
FEH  AEER-_ZT—R"FE+-A
=t+—B—FRIMZRITEETIR
BERIMERBRRMBHRRA -

OBJECTIVES AND POLICIES (continued)

The credit risk of the Group’s other financial assets,
which comprise cash and cash equivalents, available-
for-sale investments, amounts due from joint ventures
and the associate and financial assets included in
prepayments, deposits and other receivables, arises
from default of the counterparty, with a maximum
exposure equal to the carrying amounts of these
instruments.

Further quantitative data in respect of the Group’s
exposure to credit risk arising from trade receivables
are disclosed in notes 21 to the financial statements.

The Group monitors its risk to a shortage of funds using
a recurring liquidity planning tool. This tool considers
the maturity of both its financial instruments and
financial assets (e.g., trade receivables) and projected
cash flows from operations.

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of
bank borrowings and banking facilities. The Group’s
bank borrowings would mature in less than one year as
at 31 December 2016 based on the carrying value of
borrowings reflected in the financial statements.
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44. R EEEERBE(E) 44. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)

REEHR - AEFTHRAIRFIER The maturity profile of the Group’s financial liabilities
B2 AEBSRERZERBAHR as at the end of the reporting period, based on the
N contractual undiscounted payments, is as follows:

—E-XE+ZB=+-H
31 December 2016

BER LPR=@A BB-F #ct
On Less than Over
demand 3 months 1 year Total

TR TR TERT TRR
HK$'000  HK$°000  HK$'000  HK$’000

N E SRR Trade payables 13,005 35,412 - 48,417
51| 4% EL fth FE A< BR 50 % Financial liabilities included in
EFAE eRBE other payables and accruals 45,228 5,927 - 51,155
EN—E R — Amounts due to a non-
FEFE IR R AR 3K controlling shareholder of a
subsidiary 216 - - 216
Bt SRITIEE Interest-bearing bank
borrowings 21,285 - - 21,285
e — R ERER K Amount due to a shareholder - - 121,000 121,000

79,734 41,339 121,000 242,073

“EF-RF+-A=1-H
31 December 2015

BER LR=@A BE—F et
On  Less than Over
demand 3 months 1 year Total

TAT TAT TAET TAET
HK$’000 HK$’000 HK$'000 HK$'000

JERTE H R Trade payables 4,809 49,622 - 54,431
5| BE A ER AR 5K & Financial liabilities included in
EitBEsErAaE other payables and accruals
(& E5) (restated) 106,702 - - 106,702
fISRITEE Interest-bearing bank
borrowings 69,632 - - 69,632
S — IR R BR 3K Amount due to a shareholder — - 110,000 110,000

181,143 49,622 110,000 340,765
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44 BIEEBREEEERBE(E)

44. FINANCIAL RISK MANAGEMENT

OBJECTIVES AND POLICIES (continued)

TRETEEMMESERTIENER The following table demonstrates the sensitivity at the
T AREKRBEEXZ SRS end of the reporting period to a reasonably possible

B BREARKAEEBANGHN,
(BB BRE(FNEEEEERA
B2 A FEZESHMH) -

change in the Renminbi and Japanese yen exchange
rates, with all other variables held constant, of the
Group’s profit/(loss) before tax (due to changes in the
fair value of monetary assets and liabilities).

BADEF,
(BR]) i,
S2BESL 288 ()R>
Change
in profit/ Increase/
Change (loss) (decrease)
in rate before tax in equity*
% FET FHET
% HK$'000 HK$'000
—E-XREt+=A 31 December 2016
=t+-—H
ERBTLEATERER If the Hong Kong dollar
218 : weakens against:
AR® Renminbi 4 (1,853) -
=] Japanese yen 4 123 -
ERETTAATERER  If the Hong Kong dollar
F1E strengthens against:
ARHE Renminbi 4 1,853 -
H Japanese yen 4 (123) -
—ET—hHF+=A 31 December 2015
=+—H
ERTLAATERER  If the Hong Kong dollar
B218 : weakens against:
AR# Renminbi 5 (4,764) -
H Japanese yen 8 412 -
ERBTLAATERER  If the Hong Kong dollar
1A strengthens against:
ARHE Renminbi 5 4,764 -
H Japanese yen 8 (412) -

* TRERFERE

*

Excluding accumulated losses
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4. B EREBEEERBE(E) 44. FINANCIAL RISK MANAGEMENT
OBJECTIVES AND POLICIES (continued)
KEBZEARER  TERERE The primary objectives of the Group’s capital
AREBERSELRE  WEFEEZE management are to safeguard the Group's ability to
AR DUXFHEEBRRESRRE continue as a going concern and to maintain healthy
(=R capital ratios in order to support its business and
maximise shareholders’ value.
REBEREEERNLEE  WHEELSE The Group manages its capital structure and makes
MRz @eREERBRSEIELH adjustments to it in light of changes in economic
o ERIFNABREEREER - &K conditions and the risk characteristics of the underlying
EliAﬁﬂxﬁﬂ@éZﬁjﬁéﬁ%ﬁﬂx assets. To maintain or adjust the capital structure,
e RBE_T—R"F+_A=1— the Group may return capital to shareholders or issue
BEFEFER-_ZE—RHFEMA—HBHZE new shares. No changes were made in the objectives,
TZA=T—HHHE EBE - X policies or processes for managing capital during the
SR P EEE) o year ended 31 December 2016 and period from 1 April
to 31 December 2015.
REBEURBLELEX(EHEERAR The Group monitors capital using a current ratio, which
PEEERERX - AEBEZHERA is current assets divided by current liabilities. The
BB REFFEE — o WMEHARE Group’s policy is to maintain the current ratio over one.
Z MBI ENT The current ratios as at the end of the reporting periods
were as follows:
—EB—XE —ET—hF
+=—B=+—H +=ZA=+—H
31 December 31 December
2016 2015
THET FET
HK$’000 HK$'000
(&&E5)
(Restated)
mBNEE Current assets 309,364 471,514
mEEE Current liabilities 141,056 257,240
IS Current ratio 2.19 1.83
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Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

45. 2 1 B 2 AR R 3R/ 45. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY
RRARNRIHE R BARR K E R Information about the statement of financial position of
N the Company at the end of the reporting period is as
follows:
—E-REF —ET—hF

+=A=+-R +=A=+-A

31 December 31 December

2016 2015
FEx FETT
HK$’000 HK$'000
FEREBEE NON-CURRENT ASSETS
WB AR ZEE Investments in subsidiaries - -
REBEE CURRENT ASSETS
JiE W Ff BB A RIBR 3Kk Due from subsidiaries 444,257 270,660
TERT IR Prepayments 456 1,260
B& MIRTTES Cash and bank balances 59,793 254,354
MBE EHERR Total current assets 504,506 526,274
nEBEE CURRENT LIABILITIES
HiER B R BT BE  Other payables and accruals 1,204 1,463
REEERE NET CURRENT ASSETS 503,302 524,811
EEHERRBERS TOTAL ASSETS LESS CURRENT
LIABILITIES 503,302 524,811
FEREEE NON-CURRENT LIABILITY
FETB B 2 RIBR 3K Due to subsidiary 60,000 60,000
EEFE Net assets 443,302 464,811
B RE EQUITY
BEEITIRA Issued capital 287,439 287,439
CAC D) Reserves (note) 155,863 177,372
IR Total equity 443,302 464,811
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Notes to Financial Statements (continued)
—T—"F+=HA=1+—H 31 December 2016

45. KRR 2 BRI &R (&) 45. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)
BMI5E - Note:
RRBZHEERZOT - A summary of the Company’s reserves is as follows:
BipEE 2N el
R 0N i RitE% et
Share Capital
premium  Contributed  redemption Accumulated
account surplus reserve losses Total
Mzt T T T T T
Notes HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
RZZ-hFNA—-A At 1 April 2015 460,312 21,976 419 (416,981) 65,726
HH2ABENE Total comprehensive loss for
the period - - - (29,102) (29,102)
BB Issues of shares 31(a) 143,719 - = = 143,719
RIPEITRY Share issue expenses (2,971) = = = (2.971)
RZE-RETZA=1—H At 31 December 2015 and 1 January
k=Z—"5-A-H 2016 601,060 21,976 419 (446,083) 177,372
FERABELE Total comprehensive loss for the
year - - - (21,509) (21,509)
MZZ—RE+-A=+—H At 31 December 2016 601,060 21,976 419 (467,592) 155,863
KATZBMABRBIERE—AN=E The Company’s contributed surplus represents the
KNARIZREHD FHRIpTETZERE excess of the fair value of the shares of the subsidiaries
HEmREE Z B ARG 2 A FERB acquired pursuant to the Group reorganisation prior
B AN ER M METZ AR B K to the listing of the Company’s shares in 1993, over
mEEZD - BIEAREAN A the nominal value of the Company’s shares issued in
1981 —EBARIAIESTIERT - exchange therefor. Under the Bermuda Companies Act
LA A B EREER 2 AR HEK B 1E 1981, a company may make distributions to its members
DK © out of the contributed surplus in certain circumstances.
46. Lk L BB 46. COMPARATIVE AMOUNTS
Lh &G S AR R TS ES - REA The comparative consolidated statement of financial
R IEHRERMEMFTEEZEBKE position has been restated due to the adjusted purchase
2K FABEERE o consideration for a business combination as disclosed
in note 34 to the financial statements.
47. B iRk 2 #t 47. APPROVAL OF THE FINANCIAL
STATEMENTS
BB HRER=ZE—+tF =A==+ 1H The financial statements were approved and authorised
DESEEeH A NRERETIE - for issue by the board of directors on 29 March 2017.
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Financial Summary

A EW AR E R B omER 2 H P This summary does not form part of the audited financial

— & D o statements.
E 4 RESULTS
“E-1F
MWA—BZ%
“Z-1F
+=A S
=t—H ZEB-x%
HAfE +Z8
For the Er=E
period IHEE
from  For the year
HE=A=T-HL%EE 1 April ended
For the year ended 31 March 2015 10 31 31
“E-=f —T-RF C—E-1F December ~ December
2013 2014 2015 2015 2016

TR TET TET TR TER
HK$000 HK$'000 HK$'000 HK$'000 HK$°000

(mE51)
(restated)
WA Revenue 383,340 349,382 223,933 139,537 363,676
BAaEE Loss before tax (76,688) (86,789) (110,504) 265 (31,001)
PSR Income tax 3 (16) (13) — (22)
RERE/HR (B518) /5 7 (Loss)/profit for the year/period (76,685) (86,805) (110,517) 265 (31,023)
FElbaH/(BE) : Profit/(Loss) attributable to:
KARRERBA Equity holders of the Company (75,724) (80,409) (107,460) 268 (29,485)
FERGIER Non-controlling interests (961) (6,396) (3,057) (3) (1,538)
KEE /HM(ER) /&5 (Loss)/profit for the year/period (76,685) (86,805) (110,517) 265 (31,023)
EEHAE ASSETS AND LIABILITIES
“T-1F ZB-~E¥
‘ T-A 1=K
W=A=+—8 =+—H =+-A
As at 31 March As at 31 As at 31
=% —ZT-MF —ZT—HF December December
2013 2014 2015 2015 2016
TET TET THT TET TER
HK$'000 HK$'000 HK$'000 HK$'000 HK$°000
(gE5)
(restated)
BEMBE Total assets 431,960 349,791 339,496 853,742 690,510
BERE Total liabilities (96,223)  (102,861)  (129,756)  (367,240)  (262,056)

335,737 246,930 209,740 486,502 428,454

ARAIRERA A Equity attributable to equity

e bRk holders of the Company 332,392 250,509 216,311 492,765 435,767
A o Non-controlling interests 3,345 (3,579) (6,571) (6,263) (7,313)

335,737 246,930 209,740 486,502 428,454
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Particulars of Major Properties

AEER—_ZE—R"F+A=1+—HBF Particulars of major properties held by the Group as at 31
BEXEEMEZFBENT - December 2016 are set out below:

8 B

Name/location

bl
Type

iR

Lease term

HEWE

Leasehold properties:

1. BENEERTEIR
EMIET L0212
E13-24 5K
H & P3 SRR ERAL
Workshop Nos.13 to 24 on 2nd Floor
and Car Parking Space No. P3
on Basement, Sino Industrial Plaza
9 Kai Cheung Road
Kowloon Bay
Hong Kong

2. TRRZ=RZEEE TR
REmk TR
SAHEER
s
Dongguan Chang An Group Sense
Electronics Factory
Fourth Industrial Zone, Wusha
Chang An, Dongguan
The People’s Republic of China

3. HEERAE
J& M T R ER 3L
8] B 96 5%
96 Ban He Road
Guangzhou Science Park
Guangzhou City
Guangdong Province
The People’s Republic of China

4. HEREMEIRER
Hami Heavy Industrial Park District
Hami City
The People’s Republic of China
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T

Industrial

T%

Industrial

T

Industrial

T

Industrial

R EH

Medium-term lease

R

Medium-term lease

R

Medium-term lease

FEH

Medium-term lease
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