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Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of Daging Dairy Holdings Limited (the “Company”) (together with its
subsidiaries, the “Group”), | hereby present to you the annual results
for the year ended 31 December 2016.

At the request of the Company, trading in the shares of the
Company (the “Share(s)”) has been suspended since 22 March 2012
due to the resignation of Deloitte Touche Tohmatsu, the predecessor
auditors of the Company (the “Predecessor Auditors”).

On 4 May 2015, Radiant State Limited (the “Previous Controlling
Shareholder”) entered into a sale and purchase agreement with
Global Courage Limited (“Global Courage”) pursuant to which the
Previous Controlling Shareholder agreed to sell and Global Courage
agreed to purchase 610,193,622 Shares, representing approximately
60.39% of the entire issued share capital of the Company at a
consideration of approximately HK$61,019,000, representing HK$0.1
per sale share. As disclosed in the joint announcement of the
Company and Global Courage dated 19 February 2016, Global
Courage received valid acceptances in respect of a total of
31,483,007 Shares under the unconditional cash offer, representing
approximately 3.11% of the entire issued share capital of the
Company. Upon the completion of the unconditional cash offer on
19 February 2016, Global Courage and parties acting in concert with
it were interested in 641,676,629 Shares, representing approximately
63.50% of the entire issued share capital of the Company.

On 21 January 2016 and 25 January 2016, the Company published
all outstanding financial results and reports after the appointment of
new auditors, HLB Hodgson Impey Cheng Limited (“HLB"), which has
been appointed with effect from 3 July 2015 to fill the causal
vacancy left by the resignation of the Predecessor Auditors.

On 29 January 2016, Dr. Choi Chiu Fai Stanley and Mr. Choi Ka Wai
were appointed as executive Directors, Mr. Ha Kee Choy Eugene, Mr.
Szeto Tat Kwan Brandon and Mr. Fok Wai Ming Eddie were
appointed as independent non-executive Directors.
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On 19 February 2016, the previous Board members, namely Mr. Ng
Kwong Chue Paul, Mr. Wang Delin, Ms. Kou Mei In, Mr. Sze Lin
Tang and Mr. Qiu Xiaohua (the “Previous Board Members”),
resigned as Directors and from all other offices at the Company.

On 26 May 2016, The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) issued a letter to the Company stating that the
Company was placed in the third delisting stage. The third delisting
stage will expire on 6 December 2016. The Company should provide
a viable resumption proposal at least 10 business days before the
third delisting stage expires (i.e. 21 November 2016) to:

1 demonstrate sufficient operations of assets under rule 13.24 of
the Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”);

2)  conduct forensic investigation on the issues raised by the
Predecessor Auditors, disclose the findings of the investigation
and take any remedial actions;

3)  demonstrate that there is no reasonable regulatory concern
about the integrity the Company’s management which will
pose a risk to investors and damage market confidence;

4)  demonstrate that the Company has put in place adequate
financial reporting procedures and internal control systems to
meet obligations under the Listing Rules; and

5) inform the market of material information for the shareholders
and the investors to appraise the Group's position.

On 21 November 2016, the Company as purchaser entered into a
conditional sale and purchase agreement with independent potential
investors for an acquisition of a new business which is primarily
engaged in the operation of a hotpot restaurant chain in the
People’s Republic of China (the "PRC") (the “New Business”). On the
same day, the Company entered into a conditional sale and
purchase agreement with a potential purchaser for a disposal of the
Company’s subsidiaries. The subsidiaries are incorporated in
Singapore and the PRC. As the complete books and records of those
subsidiaries could not be located or accessed, the financial
statements of those subsidiaries had been de-consolidated from the
consolidated financial information of the Group.
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The Company has submitted a resumption proposal which contains,
among other things, (i) a share consolidation; (ii) the acquisition of
the New Business; (iii) the disposal of the Company’s subsidiaries;
(iv) a share placing; (v) an open offer; and (vi) a whitewash waiver,
to the Stock Exchange before the expiry of the third delisting stage.

On 16 December 2016, the Company received a letter from the
Stock Exchange, which stated that the Stock Exchange agreed to
allow the Company to submit a new listing application relating to
the New Business on or before 28 February 2017.

On 27 February 2017, the Company filed the new listing application
to the Stock Exchange.

The Board will closely work with professional parties on the new
listing application for the resumption of trading of the Company’s
shares on the Stock Exchange in the near future and strive for the
best return to the shareholders of the Company.

Chairman
Choi Chiu Fai Stanley

Hong Kong, 31 March 2017
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FINANCIAL REVIEW

Given the circumstances that substantial portion of the books and
records of the Company’s subsidiaries could not be located or
accessed and the previous management of the Group did not
response to the Board’s request, the financial statements of those
subsidiaries have been deconsolidated from the consolidated financial
information of the Group. Therefore, the financial statements as at
and for the year ended 31 December 2016 and 2015 comprise the
Company. The loss for the year ended 31 December 2016 was
approximately HK$8,835,000 (2015: approximately HK$3,411,000).
The loss for the year was mainly attributable to the professional fees
incurred for the publication of the outstanding financial information
of the Company in the past, preparation of the announcements and
documents in relation to the general offer and resumption work.

PROSPECTS

The Board will closely work with professional parties on the new
listing application for the resumption of trading of the Company’s
shares on the Stock Exchange in the near future and strive for the
best return to the shareholders of the Company.

DIVIDEND

The Board resolved not to recommend the payment of any dividend
for the year ended 31 December 2016 (2015: Nil).
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LIQUIDITY, FINANCIAL RESOURCES AND
GEARING RATIO

As at 31 December 2016, the Company had total assets of
approximately HK$89,000 (2015: approximately HK$329,000). The
main asset of the Company as at 31 December 2016 was bank
balances and cash.

As at 31 December 2016, the Company’s current liabilities amounted
to approximately HK$38,297,000 (2015: approximately
HK$29,702,000).

The net liabilities value per share of the Company was approximately
HK$0.04 as at 31 December 2016 (2015: approximately HK$0.03).
The net liabilities value per Share was computed based on
1,010,500,000 Shares in issue as at 31 December 2016 and 2015
respectively.

No gearing ratio, being total interest bearing indebtedness over total
assets, was computed as the Company did not have interest bearing
indebtedness as at 31 December 2016 and 2015 respectively.

PLEDGE OF ASSETS

As at 31 December 2016, the Company had no charges on its assets
(2015: Nil).

CAPITAL STRUCTURE

The Company had no changes in capital structure during the year
ended 31 December 2016.

SIGNIFICANT INVESTMENT AND ACQUISITIONS
AND DISPOSALS OF SUBSIDIARIES

On 21 November 2016, the Company as purchaser entered into a
conditional sale and purchase agreement with independent potential
investors for an acquisition of a new business which is primarily
engaged in the operation of a hotpot restaurant chain in the PRC.
On the same day, the Company entered into a conditional sale and
purchase agreement with a potential purchaser for a disposal of the
Company’s subsidiaries.
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FOREIGN CURRENCY RISK

The foreign currency risk of the Company is the foreign currency
deposited in banks. As at 31 December 2016, the Company had
bank balances of approximately HK$44,000 (2015: approximately
HK$44,000) denominated in United States dollars.

EMPLOYEES AND REMUNERATION POLICIES

The number of employees of the Company as at 31 December 2016
was five (2015: five). The Group remunerates its employees mainly
based on individual's performance and qualification. Other benefits
include bonuses awarded on a discretionary basis and mandatory
provident fund schemes.
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Dr. Choi Chiu Fai Stanley (¥ #§f%&) (“Dr. Choi”), aged 48, was
appointed as an executive Director on 29 January 2016. He was
subsequently appointed as the chairman of the Board, the chief
executive officer and the authorised representative of the Company
on 19 February 2016. He possesses more than 20 years of
experience in financial service and merger and acquisition projects.
He is the chairman of Head & Shoulders Financial Group. Apart from
working at senior positions for different financial groups in Hong
Kong, Dr. Choi has also served as a member of the senior
management of several companies which are listed on the Stock
Exchange. He is currently an executive director of Target Insurance
(Holdings) Limited (stock code: 6161), the shares of which are listed
on the Main Board of the Stock Exchange. Dr. Choi obtained a
Bachelor's Degree of Business Administration (Magna Cum Laude)
majoring in finance from Wichita State University in 1995 and a
Degree of Master of Science in International Finance from University
of lllinois at Urbana Champaign in 1996, both of which are in
United States of America. He has also obtained a Doctor of Business
Administration Degree from City University of Hong Kong in 2013.
Dr. Choi is the uncle of Mr. Choi Ka Wai.

Mr. Choi Ka Wai (¥ % &) (“Mr. Choi”), aged 28, was appointed
as an executive Director on 29 January 2016. He is an assistant
manager at Head & Shoulders Securities Limited. He obtained his
Bachelor's Degree of Arts majoring in Economics from Hunter
College City University of New York in 2012. Since graduation, Mr.
Choi has been actively engaged in sales and marketing business in
the United States and China. Mr. Choi is the nephew of Dr. Choi.
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Mr. Ha Kee Choy Eugene (E X 7) (“Mr. Ha"), aged 60, was
appointed as an independent non-executive Director on 29 January
2016. He was subsequently appointed as the chairman of the
remuneration committee (the “Remuneration Committee”) of the
Company and a member of each of the audit committee (the “Audit
Committee”) and the nomination committee (the “Nomination
Committee”) of the Company on 19 February 2016. He holds a
Master’s Degree in Business Administration and is a fellow member
of the Association of Chartered Certified Accountants. He has over
20 years of experience in the finance and banking industry and acts
or/and acted as director of a number of private and listed
companies in Hong Kong. Mr. Ha is the director of a certified public
accountants corporate practice and the director of an advisory
services limited in Hong Kong. He is currently an independent non-
executive director of China Touyun Tech Group Limited (stock code:
1332). Mr. Ha was an independent non-executive director of China
Innovative Finance Group Limited (stock code: 412) (formerly known
as Heritage International Holdings Limited) from October 2005 to
April 2015. The shares of these companies are listed on the Main
Board of the Stock Exchange.

Mr. Szeto Tat Kwan Brandon (Z]fE&Z #) (“Mr. Szeto”), aged 44,
was appointed as an independent non-executive Director on
29 January 2016. He was subsequently appointed as the chairman of
the Nomination Committee and a member of each of the Audit
Committee and the Remuneration Committee on 19 February 20716.
He is currently the deputy general manager and vice president,
APAC Wealth Management, of Chubb Life Insurance Company
Limited. He has previously held senior positions in other international
life insurance companies with offices in Hong Kong. Mr. Szeto is an
Associate Member of the Society of Actuaries in USA since 2009
and also a Member of the Actuarial Society of Hong Kong. Mr.
Szeto received his Honors degree majoring in Econometrics from
Monash University in Australia in 1997.
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Mr. Fok Wai Ming Eddie (Z&#) ("Mr. Fok”), aged 49, was
appointed as an independent non-executive Director on 29 January
2016. He was subsequently appointed as the chairman of the Audit
Committee and a member of each of the Nomination Committee
and the Remuneration Committee on 19 February 2016. He is
currently the company secretary and the authorised representative of
China Fortune Holdings Limited (stock code: 110) and an
independent non-executive director of Wanjia Group Holdings
Limited (stock code: 401), the shares of which are listed on the Main
Board of the Stock Exchange. Mr. Fok graduated from the University
of Hong Kong with a bachelor’s degree of Science in Engineering
and the University of Wolverhampton with a bachelor’'s degree in
laws and is a member of the Hong Kong Institute of Certified Public
Accountants. Mr. Fok has years of practical experience in
accounting, finance and corporate management of both listed and
unlisted companies in Hong Kong. Mr. Fok was also the company
secretary of C&D International Investment Group Limited (stock
code: 1908) (formerly known as South West Eco Development
Limited) from May 2013 to December 2013, the shares of which are
listed on the Main Board of the Stock Exchange.
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The Directors submit herewith their annual report together with the
audited financial statements of the Company for the year ended
31 December 2016.

PRINCIPAL PLACE OF BUSINESS IN HONG KONG

The Company is a limited liability company incorporated in the
Cayman lIslands and its principal place of business in Hong Kong is
Room 2512, 25/F., Cosco Tower, 183 Queen’s Road Central, Hong
Kong.

PRINCIPAL ACTIVITY
The Company is an investment holding company.

FINANCIAL STATEMENTS

The results of the Company for the year ended 31 December 2016
and the state of the Company’s affairs as at 31 December 2016 are
set out in the financial statements on pages 58 to 135.

DIVIDEND

The Board has resolved not to recommend the payment of any
dividend for the year ended 31 December 2016 (2015: Nil).

BUSINESS REVIEW

The business review of the Company for the year ended
31 December 2016 is set out in the “Chairman’s Statement” and
“Management Discussion and Analysis” on pages 6 to 8 and pages
9 to 11 of this report respectively. Those sections form part of this
“Directors’ Report”.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Company during the year are set out in note 11 to the financial
statements.

SHARE CAPITAL

Details of movements in the share capital of the Company during
the year are set out in note 20 to the financial statements.
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RESERVES

Details of movements in the reserves of the Company during the
year are set out on page 61.

DISTRIBUTABLE RESERVES OF THE COMPANY

At 31 December 2016, the Company had no reserves available for
distribution (2015: Nil).

EVENTS AFTER THE REPORTING DATE

Save as disclosed in note 28 to the financial statements, there is no
other significant events occurred after the reporting date and up to
the date of signing this annual report.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Company for the past five financial years is set out on page 136.

DIRECTORS

The Directors during the financial year and up to the date of this
report were:

Executive Directors

Dr. Choi Chiu Fai Stanley (Chairman and Chief Executive Officer)
(appointed on 29 January 2016)

Mr. Choi Ka Wai
(appointed on 29 January 2016)

Mr. Ng Kwong Chue Paul (resigned on 19 February 2016)

Mr. Wang Delin (resigned on 19 February 2016)

Non-executive Director
Ms. Kou Mei In (resigned on 19 February 2016)
Independent non-executive Directors

Mr. Ha Kee Choy Eugene
(appointed on 29 January 2016)
Mr. Szeto Tat Kwan Brandon
(appointed on 29 January 2016)
Mr. Fok Wai Ming Eddie
(appointed on 29 January 2016)
Mr. Sze Lin Tang (resigned on 19 February 2016)
Mr. Qiu Xiaohua (resigned on 19 February 2016)

fi& 18

ARRIFBEREFAZESFIEHRE N+ —
E o

NN IR ) E R

HE_Z-—XRF+-_HA=+—H ARAY¥
EAHDKEBE(CTE—HF &) -

REAMERER

BRI R M 28I B E SN - RIS
BREBEEREAFTHAY  HEZLHEME
REMH -

MBHE

ApRBEREAMREENEEREERRE
e #RE-—B=tRE-

BEE
RAMBEERBESREAS  EFRHE:

BITES

BOREE L (T ERTHAEE)
(RZFE-—RE-A-tILBAEZE)
HmERE
(RZFE-—RE-A-tILBAEZE)
RIEBEEER_ZT-RE_ATALBET)
FEMEER-_ZE-—R"E_ATNAEE

FHUTES
BEERLET(RZZE-R"F_ATIABED
BAFHTES

BETEAE
(RZZE-—RE-A-tILBAEZE)
AlfEEm L
(RZFE-—RE-A-tILBAEZE)
ERALE
(RZZE-—RE-A-tILBAEZE)
BEREEER_T—XRNF_ATNLBET)
BEELEE(R_FT-R"E_ATABET)



The resignations of the Previous Board Members (except Mr. Wang
Delin) was due to the change in control of the Company. Mr. Wang
Delin quoted health reason without further elaboration for his
resignation. Each of the Previous Board Members has no
disagreement with the Board and there are no matters in respect of
his or her resignation that need to be brought to the attention of
the shareholders of the Company (the “Shareholders”).

Pursuant to article 84(1) of the articles of association of the
Company, at each annual general meeting, one-third of the
Directors for the time being (or, if their number is not a multiple of
three (3), the number nearest to but not less than one-third) shall
retire from office by rotation provided that every Director shall be
subject to retirement at an annual general meeting at least once
every three years. Mr. Choi Ka Wai and Mr. Szeto Tat Kwan
Brandon shall retire at the forthcoming annual general meeting of
the Company and shall then be eligible, offer themselves for
rotation at the forthcoming annual general meeting of the
Company.

Independent non-executive Directors are not appointed for a specific
term and are subject to retirement by rotation in accordance with
the Company's articles of association.

None of the Directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company
which is not determinable by the Company within one year without
payment of compensation, other than statutory compensation.

DISCLOSURE OF CHANGE IN INFORMATION OF
DIRECTORS

Pursuant to rule 13.51B(1) of the Listing Rules, the change of
information on Directors is as follows:

Name of Director

EEEE

Details of change
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Dr. Choi Chiu Fai Stanley (Executive Director)
ZEAEE L (HTEF)

Mr. Fok Wai Ming Eddie
(Independent Non-executive Director)

ERAXRE(BUHHTEF)

He resigned as an independent director of Guanghe Landscape
Culture Communication Co., Ltd, Shanxi (L8 L 7K b8 4 & 15
BB AT]) on 19 September 2016, the shares of which are listed on
the Shanghai Stock Exchange.
BRZZB—RFNATABBELUAEM LKV CERRHEBERA
ANBYEE  ZAANKRORLEBEZ SRS LT -

He has been appointed as an independent non-executive director of
Wanjia Group Holdings Limited (stock code: 401) with effect from 24
March 2017, the shares of which are listed on the Stock Exchange.
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DIRECTORS’ AND CHIEF EXECUTIVES' INTERESTS
OR SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2016, the interests or short positions of the
Directors and chief executives of the Company in the Shares,
underlying shares and debentures of the Company and its associated
corporation (within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO")) which were notified to the Company
and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO (including interests or short positions which they were taken
or deemed to have under such provision of the SFO) or which were
required to be recorded in the register required to be kept under
Section 352 of the SFO or as otherwise notified to the Company
and the Stock Exchange pursuant to the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as
follows.
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Approximate
percentage of the

Number of issued share capital

Name of Director Capacity shares held of the Company
EERATERITRE

EEnE & % FEROGEE BMAOBED
(Note 2)

(B 5E2)

Dr. Choi Chiu Fai Stanley Interest of controlled corporation 641,676,629 (L) 63.50%

(Note 1)

HHEE LT (T REHDRE#E R

(L): Long position
Note 1:  The 641,676,629 Shares are held by Global Courage Limited. Global Courage
Limited is wholly-owned by Head and Shoulders Direct Investment Limited,
which in turn is wholly-owned by Dr. Choi Chiu Fai Stanley. Thus, Head and
Shoulders Direct Investment Limited and Dr. Choi Chiu Fai Stanley are
deemed to be interested in the 641,676,629 Shares held by Global Courage
Limited pursuant to the SFO.

Note 2:  The percentage is calculated on the basis of 1,010,500,000 shares of the

Company in issue as at 31 December 2016.

641,676,629 % i% 15 F1 Global Courage Limited
A+ i Global Courage Limited B3 Head and
Shoulders Direct Investment Limited % & # B -
M Head and Shoulders Direct Investment
Limited | HEE AR 2 EHH - MUt - BRI
FHLHEEP - Head and Shoulders Direct
Investment Limited [ 2% 87 18 18 4% 2 A7 Global
Courage Limited ¥ & 2.641,676,6290% f& 17 # &
A

M2 ZAAHWDERARIR-_ZE-—RF+A=T
—H7AE1,010,500,00082 B 1Tl fp 2 HAEFHEH -



Save as disclosed above, as at 31 December 2016, none of the
Directors or chief executives of the Company had or was deemed to
have any interests or short positions in the Shares, underlying shares
or debentures of the Company and its associated corporations
(within the meaning of Part XV of the SFO) which were required to
be recorded in the register required to be kept under section 352 of
the SFO or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING
SHARES AND DEBENTURES

As at 31 December 2016, the following persons or corporations
(other than Directors or chief executives of the Company) were
interested in 5% or more of the issued share capital of the
Company which were recorded in the register of interests required
to be kept by the Company pursuant to Section 336 of the SFO, or
to be disclosed under the provisions of Divisions 2 and 3 of Part XV
of the SFO and the Listing Rules:
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Total number of Approximate

Number of shares and percentage of the
underlying shares Number of underlying shares issued share capital
Name of shareholder Capacity held shares held held of the Company
FROR GAARERITRAHE
RR#EE 54 FERBERABE FERAEE HERGEY HEDL
(Note 2)
(H3£2)
Global Courage Limited Beneficial owner — 641,676,629 (L) 641,676,629 (L) 63.50%
Global Courage Limited EREBA
Head and Shoulders Direct Investment Limited Interest of controlled corporation — 641,676,629 (L) 641,676,629 (L) 63.50%
(Note 1) REtEEER
Head and Shoulders Direct Investment Limited
(F&E1)
Extensive Success Limited Interest of controlled corporation — 57,000,000 (L) 57,000,000 (L) 5.64%
Extensive Success Limited REtEEER
Mr. Hung Shui Chak Beneficial owner 1,111,550,000 (L) 3,334,650,000 (L) 4,446,200,000 (L) 440.00%
BB EE EREBA
Mr. Ho Roy Poon Kwong Beneficial owner 37,893,750 (L) 113,681,250 (L) 151,575,000 (L) 15.00%
MEfEE EREBA
Ms. Hung Ying Beneficial owner 37,893,750 (L) 113,681,250 (L) 151,575,000 (L) 15.00%
HELtT EREBA
Mr. So Kam Chuen Beneficial owner 37,893,750 (L) 113,681,250 (L) 151,575,000 (L) 15.00%
BRELRE EHBAA
Ms. Szeto Yuen Man Beneficial owner 37,893,750 (L) 113,681,250 (L) 151,575,000 (L) 15.00%
AfEMELL EnBEAA
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(L): Long position

Note 1: The 641,676,629 Shares are held by Global Courage Limited. Global Courage

Limited is wholly-owned by Head and Shoulders Direct Investment Limited,
which in turn is wholly-owned by Dr. Choi Chiu Fai Stanley. Thus, Head and
Shoulders Direct Investment Limited and Dr. Choi Chiu Fai Stanley are
deemed to be interested in the 641,676,629 Shares held by Global Courage
Limited pursuant to the SFO.

Note 2: The percentage is calculated on the basis of 1,010,500,000 shares of the

Company in issue as at 31 December 2016.

Save as disclosed above, as at 31 December 2016, the Company had
not been notified by any person or company, other than Directors or
chief executives of the Company, who had interests or short
positions in the Shares, underlying shares and debentures of the
Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO or which
were recorded in the register to be kept by the Company under
section 336 of the SFO.

SHARE OPTION SCHEME

The Company adopted a share option scheme (the “Share Option
Scheme”) which was approved by the written resolutions of all the
Shareholders and adopted by the resolutions of the Board passed on
10 October 2010 (the “Adoption Date”). The Share Option Scheme
is for a period of 10 years commencing from the Adoption Date,
after which period no further options shall be granted.

The purpose of the Share Option Scheme is to reward the
Participants (as defined below) who have contributed to the Group
and to encourage the participants to work towards enhancing the
value of the Company and its Shares for the benefit of the
Company and its Shareholders as a whole.

Under the Share Option Scheme, the Board may offer (the “Offer”)
options to the Directors (including executive Directors, non-executive
Directors and independent non-executive Directors and any of their
respective associates) and employees (including any of their
associates) of the Group, companies owned by directors of the
Group and any advisors, consultants, distributors, contractors,
suppliers, agents, customers, business partners, joint venture

641,676,6290% % {7 i Global Courage Limited
A ' i Global Courage Limited B Head and
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business partners, promoters, service providers of any member of the
Group who the Board considers, in its sole discretion, have
contributed or will contribute to the Group (the “Participants”), to
subscribe for Shares in the Company in accordance with the terms
of the Share Option Scheme.

The total number of Shares in respect of which options may be
granted under the Share Option Scheme and any other share option
schemes of the Company shall not, in aggregate, exceed 10% in
nominal amount of the aggregate of Shares in issue on the listing
date without prior approval from the Shareholders. The maximum
number of Shares issued and to be issued upon exercise of the
options granted to a single Participant under the Share Option
Scheme and any other share option scheme of the Company
(including both exercised and outstanding options) in any 12-month
period shall not exceed 1% of the Shares in issue for the time
being.

Any Offer will remain open for acceptance by a Participant for 28
days from the date of grant and is deemed to be accepted when
the Company receives from the relevant Participant the Offer letter
signed by him/her specifying the number of Shares in respect of
which the Offer is accepted and a remittance to the Company of
HK$1.00 as consideration for the grant of option. The option may
be exercised at any time during the period to be determined and
notified by the Board to the Participant at the time of making an
Offer which shall not be later than 10 years from the date of grant.
The exercise price will be determined by the Board, and but in any
event shall not be less than the highest of (i) the nominal value of
the Shares, (ii) the closing price of the Shares as stated in the daily
quotations sheets issued by the Stock Exchange on the date of
grant, or (iii) the average closing price of the Shares as stated in the
daily quotations sheets issued by the Stock Exchange for the five
Business Days immediately preceding the date of grant.

There were no options outstanding, granted, exercised, cancelled or
lapsed during the year ended 31 December 2016.
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DIRECTORS’
DEBENTURES

RIGHT TO ACQUIRE SHARES OR

At no time during the financial year was the Company, or any of its
holding companies, subsidiaries or fellow subsidiaries a party to any
arrangement to enable the Directors and chief executives of the
Company (including their spouses and children under 18 years of
age) to hold any interest or short positions in the shares, or
underlying shares, or debentures, of the Company or its associated
corporations (with the meaning of Part XV of the SFO).

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year, no Directors or their respective associates (as
defined in the Listing Rules) had any interest in a business which
competes or is likely to compete, either directly or indirectly, with
the business of the Company.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed in this annual report, no transactions,
arrangements or contracts of significance in relation to the Group’s
business to which any of the Company’s subsidiaries and fellow
subsidiaries was a party, and in which a Director or an entity
connected with a Director had a material interest, whether directly
or indirectly, subsisted at any time during the year or at the end of
the year.

EQUITY-LINKED AGREEMENTS

Save for the Share Option Scheme as disclosed in the section
headed “Share Option Scheme” above, no equity-linked agreements
were entered into by the Company, or existed during the year under
review.

PERMITTED INDEMNITY PROVISION

The Company did not maintain directors’ and officers’ liability
insurance throughout the year under review due to the suspension
in trading of the Company’s Shares.
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MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole and any substantial part of the business of the Company was
entered into or in existence during the year.

CONNECTED TRANSACTIONS

No related party transactions entered by the Company during the
year under review which constitute connected transactions in
accordance with the requirements of the Listing Rules.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

Non-Compliance of Appendix 16 “Disclosure of Financial
Information” of The Listing Rules

Given the circumstances that the Directors lose control of
subsidiaries in Singapore and in the PRC and unable to locate and to
get access to the complete books and records of the de-
consolidated subsidiaries, no sufficient data available to compile the
annual report so as to comply with the Appendix 16 “Disclosure of
Financial Information” of the Listing Rules. The following information
has been omitted:

1. Details of commitments and contingent liabilities; and
2. Information in respect of major customers and major suppliers.

Save as disclosed above and elsewhere in the annual report, there
was no other material breach of or non-compliance with applicable
laws and regulations by the Company that has a significant impact
on the business and operations of the Company.

EMOLUMENT POLICY AND RETIREMENT
BENEFITS

The emolument policy of the senior employees of the Company is
set and recommended by the Remuneration Committee to the Board
on the basis of the employees’ merit, qualifications and
competence.
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The emoluments of the Directors are formulated and recommended
by the Remuneration Committee to the Board, having regards to the
Company’s operating results, individual performance of the Directors
and comparable market statistics.

The Company has adopted the Share Option Scheme as an incentive
to the Directors and eligible employees of the Company, details of
which are set out in the section headed “Share Option Scheme”
above.

Details of the Company’s retirement benefit plans are set out in
note 24 to the financial statements.

ENVIRONMENTAL POLICY

The Company encourages environmental protection and promotes
awareness towards environmental protection. The Company has
adhered to the concepts of recycling and reducing by implementing
green office practices such as double-sided printing and copying,
using recycle papers and reducing energy by switching off those idle
lighting. The Board will review the Company’s environmental saving
practices and identify other energy efficiency opportunities from time
to time.

RELATIONSHIPS WITH STAKEHOLDERS

The Company’s key stakeholders are shareholders, business partners
and bank enterprises. Enhanced the shareholders’ interest is always
the major objective of the Company.

The Company will explore business opportunities from time to time
to strive for the best return to the Shareholders.

Maintaining good relationship with business partners and bank
enterprises is the long-term goals of the Company. The Board will
keep good communication, exchange ideas and share business
update with them when appropriate.
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KEY RISKS AND UNCERTAINTIES

The Company has reviewed the possible risks and uncertainties
which may affect its operations, financial position and prospects,
excluding its subsidiaries, due to the loss of control over the
subsidiaries in Singapore and in the PRC which have been de-
consolidated from the consolidated financial statements of the
Group. The following are the key risks and uncertainties identified by
the Company. There may be other risks and uncertainties in addition
to those shown below which are not known to the Company or
which may not be material now but could turn out to be material in
the future.

Delisting Risk

Trading in the Shares has been suspended since 22 March 2012 and
the Company was placed in the third delisting stage. If the
Company fails to submit a viable resumption proposal by the end of
the third delisting stage, the Stock Exchange will proceed with
cancelling the Company’s listing. The Company has submitted a
resumption proposal before the expiry of the third delisting stage.
On 16 December 2016, the Company received a letter from the
Stock Exchange, which stated that the Stock Exchange agreed to
allow the Company to submit a new listing application. On 27
February 2017, the Company filed the new listing application to the
Stock Exchange.

Operation Risk

The Company incurred a net loss for the year ended 31 December
2016 and as of that date, the Company was in net liabilities
position. The Company will review its operation and explore for
valuable investments from time to time. On 21 November 2016, the
Company as purchaser entered into a conditional sale and purchase
agreement with independent potential investors for an acquisition of
a new business which is primarily engaged in the operation of a
hotpot restaurant chain in the PRC. Furthermore, the Company will
streamline the day-to-day operation to reduce unnecessary expenses.
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Compliance Risk

The management of the Company will be updated regularly on the
changes of laws and regulations to reduce the risk of non-
compliance.

TAX RELIEF AND EXEMPTION

The Company is not aware of any tax relief and exemption available
to shareholders of the Company by reason of their holding of the
Company’s securities.

PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Company'’s
articles of association or the laws of the Cayman lIslands, being the
jurisdiction in which the Company was incorporated.

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

Neither the Company, nor any of its subsidiaries purchased,
redeemed or sold any of the Company’s listed securities during the
financial year.

CORPORATE GOVERNANCE

Full details on the Company’s corporate governance practices are set
out on pages 28 to 44.
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AUDIT COMMITTEE

The Audit Committee was established with written terms of
reference which are in line with the Code on Corporate Governance
Practices as set out in Appendix 14 to the Listing Rules and the
Audit Committee comprises three independent non-executive
Directors.

The Audit Committee has reviewed the Company’s financial
statements for the year ended 31 December 2016.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors as at the date of this
report, the Company had maintained the public float as required
under the Listing Rules.

AUDITORS

The financial statements for the year ended 31 December 2016 have
been audited by HLB who will retire and, being eligible, offer
themselves for re-appointment in the forthcoming annual general
meeting.

By order of the Board

Choi Chiu Fai Stanley
Chairman

Hong Kong, 31 March 2017
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CORPORATE GOVERNANCE

The Directors recognise the importance of incorporating the
elements of good corporate governance in the management
structures and internal control procedures of the Group so as to
achieve effective accountability to the Shareholders as a whole.
Thus, the Company adopted the principles and the code provisions
of the Code on Corporate Governance Practices (the “CG Code”)
contained in Appendix 14 of the Listing Rules.

During the year under review, the Company complied with the CG
Code except for the deviation from the code provisions which are
explained below.

Code Provision A.1.8

No insurance cover has been arranged for the Directors because of
the suspension in trading of the Company’s shares. Directors’
insurance will be arranged for each Director once such can be
arranged or immediately upon the resumption of trading of the
Company’s shares.

Code Provision A.2.1

Following the resignations of the Previous Board Members, Dr. Choi
Chiu Fai Stanley has been appointed as the chairman and the chief
executive officer of the Company with effect from 19 February
2016. The Board believes that vesting the roles of both chairman
and chief executive officer in the same person provides the
Company with strong and consistent leadership and allows for
effective and efficient planning and implementation of business
decisions and strategies. The Board considers that the existing
structure of vesting the roles of chairman and chief executive officer
in the same person will not impair the balance of power and
authority between the Board and the management of the Company.
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Code Provision A.4.1

Under the code provision A.4.1 of the CG Code, non-executive
directors should be appointed for a specific term, subject to re-
election. The existing independent non-executive Directors were not
appointed for a specific term as required under code provision A.4.1
but are subject to retirement by rotation and re-election at annual
general meeting in accordance with the articles of association. As
such, the Company considers that sufficient measures have been
taken to ensure that the Company has good corporate governance
practices.

Code Provision A.4.2

Every director, including those appointed for a specific term, should
be subject to retirement by rotation at least once every three years.
Mr. Wang Delin was appointed as the executive Director on 18
August 2011. As the Company did not hold any annual general
meeting after 16 June 2011 and before 26 May 2016,
Mr. Wang Delin did not retire by rotation at least once every three
years. Mr. Wang Delin has resigned as an executive Director with
effect from 19 February 2016.

Code Provision A.5.6

The nomination committee (or the board) should have a policy
concerning diversity of board members, and should disclose the
policy or a summary of the policy in the corporate governance
report. However, no board diversity policy was established in the
Company. The Company has adopted a new board diversity policy
and measurable objectives with effect from 31 March 2016.

Code Provision C.1.2

Management should provide all members of the board with monthly
updates giving a balanced and understandable assessment of the
issuer’s performance, position and prospects. The Company has not
yet provided monthly updates on the financial information of the
Group’s performance position and prospects due to the loss of
control over the subsidiaries in Singapore and in the PRC, and thus
the financial statements of those subsidiaries have been de-
consolidated from the consolidated financial information of the
Group.
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Code Provision C.2.1

The Company has not conducted a review of the effectiveness of its
subsidiaries’ risk management and internal control systems due to
the loss of control over the subsidiaries in Singapore and in the PRC,
and thus the financial statements of those subsidiaries have been
de-consolidated from the consolidated financial statements of the
Group.

The existing Board is of the view that apart from achieving the
resumption of the Company, one of its main priorities in 2017 is to
improve the corporate governance of the Group.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the Model Code as set out in Appendix
10 of the Listing Rules as the required standard for securities
transactions by Directors. The Company has made specific enquiries
of all Directors held offices during the year under review. All the
Directors including the Previous Board Members, except Mr. Wang
Delin, Ms. Kou Mei In and Mr. Qiu Xiachua, have confirmed that
they complied with the required standards set out in the Model
Code and its code of conduct regarding directors’
transactions throughout the year ended 31 December 2016. The
Company is unable to obtain the relevant confirmations from the
previous Directors, Mr. Wang Delin, Ms. Kou Mei In and Mr. Qiu
Xiaohua, due to their resignations, and therefore is unable to fully
ascertain whether they have complied with the required standard set
out in the Model Code and its code of conduct regarding directors’
securities transactions throughout the year ended 31 December
2016.
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BOARD OF DIRECTORS
Composition of the Board of Directors

As at 1 January 2016, the Board comprised two executive Directors,
namely Mr. Ng Kwong Chue Paul and Mr. Wang Delin (the then
chief executive officer); one non-executive Director, namely Ms. Kou
Mei In (the then chairlady); and two independent non-executive
Directors, namely Mr. Sze Lin Tang and Mr. Qiu Xiaohua. The roles
of the chairman and chief executive officer were segregated and
were not exercised by the same individual.

Following the resignations of the Previous Board Members, the
Board now comprises two executive Directors, namely Dr. Choi Chiu
Fai Stanley (being the chairman and the chief executive officer) and
Mr. Choi Ka Wai; and three independent non-executive Directors,
namely Mr. Ha Kee Choy Eugene, Mr. Szeto Tat Kwan Brandon and
Mr. Fok Wai Ming Eddie. This constitutes a deviation from code
provision A.2.1 of the CG Code but the Board believes that vesting
the roles of both chairman and chief executive officer in the same
person provides the Company with strong and consistent leadership
and allows for effective and efficient planning and implementation
of business decisions and strategies. The Board considers that the
existing structure of vesting the roles of chairman and chief
executive officer in the same person will not impair the balance of
power and authority between the Board and the management of
the Company. Biographical information of the Directors is set out in
the Section “Biographical Details of Directors” of this annual report.

Functions of the Board

The principal function of the Board is to consider and approve
strategies, financial objectives, annual budget, investment proposals
of the Group and to assume the responsibilities of corporate
governance of the Group. The Board delegates the authority and
responsibility for implementing day-to-day operations, business
strategies and management of the Group’s businesses to the
executive Directors, senior management and certain specific
responsibilities to the Board committees.
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Board Meetings and Board Practices

During the year ended 31 December 2016, the Board held fourteen
board meetings. The Directors can attend meetings in person or
through other means of electronic communication in accordance
with the Company’s articles of association. All Directors may access
the advice and services of the company secretary who regularly
updates the Board on governance and regulatory matters. All
Directors will also be provided with sufficient resources to discharge
their duties, and upon reasonable request, the Directors will be able
to seek independent professional advice in appropriate
circumstances, at the Company’s expense. All minutes of board
meetings were recorded in sufficient detail of the matters
considered by the Board and the decisions reached.
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For the year ended 31 December 2016, fourteen board meetings
and 1 annual general meeting were held. Details of the attendance

of Directors are as follows:

Name of the Director

EEsR

Executive Directors

BITES

Dr. Choi Chiu Fai Stanley (appointed on 29 January 2016)
ZHEFLT(R_E-—RF-AZT+LBEZE)

Mr. Choi Ka Wai (appointed on 29 January 2016)
ERRAEAEMNZE-—RF-ATAAEZME)

Mr. Ng Kwong Chue Paul (resigned on 19 February 2016)
RABEE(RZZE-—RF_ATNBEE)

Mr. Wang Delin (resigned on 19 February 2016)
ITEMEE(R-_Z-—RE_ATNBEET)

Non-executive Director

FHITES

Ms. Kou Mei In (resigned on 19 February 2016)
RERZT(RZE-—R"E_ATHLBET

Independent Non-executive Directors
BYFHTES

Mr. Ha Kee Choy Eugene (appointed on 29 January 2016)
BEHAEHE(RZZE-—RE-HAZTIBEZME)

Mr. Szeto Tat Kwan Brandon (appointed on 29 January 2016)

AfEEWMAEE(R-_T—R"F-—A-ThBEEZME)
Mr. Fok Wai Ming Eddie (appointed on 29 January 2016)
ERRAEERZE-—RF-HAZTLBEZE)

Mr. Sze Lin Tang (resigned on 19 February 2016)
MEREE(RZTE-—RE_ATNLBET)

Mr. Qiu Xiaohua (resigned on 19 February 2016)
BEFEXFE(R-_T-—XR"E_ATILBEEET)
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CONTINUOUS PROFESSIONAL DEVELOPMENT OF
DIRECTORS

For the vyear ended 31 December 2016, the Directors have
participated in the following continuous professional development to
develop and refresh their knowledge and skills:

ESCREEXRER

RBE_ZEZ-—RF+_A=+—HIEFE"
EFC2HNTHEZXER  UEREHK
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Attending Reading materials
seminars relating to
conducted by directors’
professional development and Giving
Name of the Director parties duties talks
HEEXAL HERERESHRE
B FTHEZBE KBz H BYPEE
Dr. Choi Chiu Fai Stanley (appointed on 29 January 2016) Vv Vv
EHEFET(R_ZE—R"F-—A=-TLBEZHE)
Mr. Choi Ka Wai (appointed on 29 January 2016) v
BEREAFE(RZZE-—RE-AZTNLBEEEZT)
Mr. Ha Kee Choy Eugene (appointed on 29 January 2016) v
BHEAAHE(RZZE-—REFE-RZTIBEEE)
Mr. Szeto Tat Kwan Brandon (appointed on 29 January 2016) V
At EHMEE(RZTE-—RF-—HAZThBEEZT)
Mr. Fok Wai Ming Eddie (appointed on 29 January 2016) V

ERARER_ZT-—R"F-HA-TNLBEZE)

Directors’ Appointment, Re-election and Removal

Mr. Wang Delin entered into a services contract agreement with an
initial fixed term from 18 August 2011 to 27 October 2013 as an
executive Director. Each of the Previous Board Members, except
Mr. Wang Delin, entered into a service contract or appointment
letter with the Company for an initial term of three years
commencing from the date of appointment, and subject to
termination in accordance with the provisions of the service contract
or appointment letter giving the other not less than three months’
prior written notice.
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By virtue of article 83(3) of the articles of association of the
Company, the Directors shall have the power from time to time and
at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or as an addition to the existing Board.
Any Director appointed by the Board to fill a casual vacancy shall
hold office until the first general meeting of Shareholders after his
appointment and be subject to re-election at such meeting and any
Director appointed by the Board as an addition to the existing Board
shall hold office only until the next following annual general
meeting of the Company and shall then be eligible for re-election.

In compliance with the code provision in A.4.2 of the CG Code all
Directors are subject to retirement by rotation at least once every
three years. Furthermore, pursuant to the article 84(1) of the articles
of association of the Company, at each annual general meeting one-
third of the Directors for the time being (or, if their number is not a
multiple of three (3), the number nearest to but not less than one-
third) shall retire from office by rotation provided that every Director
shall be subject to retirement at an annual general meeting at least
once every three years.

On 29 January 2016, Dr. Choi Chiu Fai Stanley and Mr. Choi Ka Wai
were appointed as the executive Directors; and Mr. Ha Kee Choy
Eugene, Mr. Szeto Tat Kwan Brandon and Mr. Fok Wai Ming Eddie
were appointed as the independent non-executive Directors. A letter
of appointment has been entered into between each of these
Directors and the Company, which does not specify any fixed term
of service and may be terminated by either party giving to the other
not less than one-month prior notice in writing. Each of these
Directors held office until the annual general meeting of the
Company held on 26 May 2016 and were re-elected by the
Shareholders at that meeting in accordance with the Company’s
articles of association.

On 19 February 2016, Mr. Ng Kwong Chue Paul and Mr. Wang
Delin resigned as the executive Directors; Ms. Kou Mei In resigned
as the non-executive Director; and Mr. Sze Lin Tang and Mr. Qiu
Xiaohua resigned as the independent non-executive Directors.
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Independent Non-executive Directors

Throughout the year and up to the date of this report, the
Company complied with Rules 3.10(2) and 3.10A of the Listing Rules
relating to the number of independent non-executive directors
representing at least one-third of the board and that at least one of
the independent non-executive directors has appropriate professional
qualifications or accounting or related financial management
expertise.

As at 1 January 2016, the Company did not fulfill the requirement
under Rule 3.10(1) of the Listing Rules since the Company only had
Mr. Sze Lin Tang and Mr. Qiu Xiaohua as the independent non-
executive Directors. The Company has fulfilled the requirement
under Rule 3.10(1) of the Listing Rules after appointing new
independent non-executive Directors on 29 January 2016.

The Company has received from each of the current independent
non-executive Directors an confirmation of their
independence to Rules 3.13 of Listing Rules and the Board considers
them to be independent during the year under review.

annual

Delegation of Powers

The Board delegates day-to-day operations of the Group to
executive Directors and management of the Company with
department heads responsible for different aspects of the business/
functions, while reserving certain key matters in making strategic
decision for its approval. When the Board delegates aspects of its
management and administration functions to management, it gives
clear directions as to the powers of management, in particular, with
respect to the circumstances where management need to report
back and obtain prior approval from the Board before making
decisions or entering into any commitments on behalf of the
Company.
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BOARD COMMITTEES
Audit Committee

The Audit Committee was established on 10 October 2010 with
written terms of reference in compliance with Rule 3.21 of the
Listing Rules and code provision C.3.3 of the CG Code as set out in
Appendix 14 of the Listing Rules. The primary duties of the Audit
Committee are to provide the Board with an independent review of
the effectiveness of the financial reporting process, internal control
and risk management system of the Group, to oversee the audit
process and to perform other duties and responsibilities as assigned
by the Board.

As at 31 December 2016 and as at the date of this report, the
Audit Committee consisted of three independent non-executive
Directors namely Mr. Fok Wai Ming Eddie (being the chairman of
the Audit Committee), Mr. Ha Kee Choy Eugene and Mr. Szeto Tat
Kwan Brandon.

As at 1 January 2016, the Audit Committee could not fulfill the
requirements under Rule 3.21 of the Listing Rules due to the
resignations of committee members in 2012 and the absence of
appropriate candidates for the vacancies. The Company has fulfilled
the requirements under Rule 3.21 of the Listing Rules after
appointing the new committee members on 19 February 2016.

For the year ended 31 December 2016, three meetings were held by
the Audit Committee. Details of the attendance of the committee
members are as follow:
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Audit Committee

Name of Director Meeting
EEHE EREEE
Mr. Szeto Tat Kwan Brandon (appointed on 19 February 2016) 2/2
A EMAEFE(R_E—R"F_ATLBEZE)

Mr. Ha Kee Choy Eugene (appointed on 19 February 2016) 2/2
EHTRAE(RZE-—REF_ATILBEZE)

Mr. Fok Wai Ming Eddie (appointed on 19 February 2016) 2/2

EEREERTE-—R"RF_ATILAEZHE)
Mr. Sze Lin Tang (resigned on 19 February 2016)
EREE(RZZE-—RFZATNAEMD
Mr. Qiu Xiaohua (resigned on 19 February 2016)

BEFEEFE(R_T-—X"E_ATILBEET)
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The Audit Committee has reviewed the Company’s financial
statements for the year ended 31 December 2016.

Remuneration Committee

The Remuneration Committee was established on 10 October 2010
with written terms of reference in compliance with code provision
B.1.2 of the CG Code as set out in Appendix 14 of the Listing
Rules. The primary duties of the Remuneration Committee include
(but without limitation): (a) making recommendations to the
Directors on the policy and structure for all remuneration of the
Directors and senior management and on the establishment of a
formal and transparent procedure for developing policies on such
remuneration; (b) determining the terms of the specific remuneration
package of the Directors and senior management; (c) reviewing and
approving performance-based remuneration by reference to
corporate goals and objectives resolved by the Directors from time
to time; and (d) considering and approving the grant of share
options to eligible Participants under the Share Option Scheme.

As at 31 December 2016 and as at the date of this report, the
Remuneration Committee consisted of three independent non-
executive Directors namely Mr. Ha Kee Choy Eugene (being the
chairman of the Remuneration Committee), Mr. Szeto Tat Kwan
Brandon and Mr. Fok Wai Ming Eddie.

For the year ended 31 December 2016, the Remuneration
Committee conducted two meetings. Details of attendance of the
committee members are as follows:
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Remuneration
Committee Meeting

FHEES SR

Mr. Sze Lin Tang (resigned on 19 February 2016)
EREE(RZZE-RFZATNBEMT

Mr. Qiu Xiaohua (resigned on 19 February 2016)

BREELEE(R-_ZE-—XR"F_ATNBET

Mr. Ha Kee Choy Eugene (appointed on 19 February 2016)

BEEAAHE(RZZE—RE_AT+LBEZE)

Mr. Szeto Tat Kwan Brandon (appointed on 19 February 2016)

AfEEWRAEE(MR-TE-—R"RF_ATNLBEZE)

Mr. Fok Wai Ming Eddie (appointed on 19 February 2016)
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Remuneration Policy for Directors and Senior
Management

The emolument policy of the employees of the Group is determined
on the basis of their merit, qualifications and competence.

The emoluments of the Directors are recommended and determined
by the Remuneration Committee, having regard to the corporate
goals and objectives resolved by Directors from time to time.
Directors are entitled to an aggregate annual basic salary. In
addition, each of the executive Directors is also entitled to a
discretionary bonus as determined by the Remuneration Committee
by reference to the performance of the Group.

The Company has adopted a Share Option Scheme on 10 October
2010. The purpose of the Share Option Scheme is to reward eligible
Participants who have contributed to the Group and to encourage
Participants to work towards enhancing the value of the Company
and its Shares for the benefit of the Company and its Shareholders
as a whole.

Nomination Committee

The Nomination Committee was established on 10 October 2010
with written terms of reference of the Company in compliance with
code provision A.5.2 of the CG Code as set out in Appendix 14 of
the Listing Rules. The primary duties of the Nomination Committee
are to formulate the nomination procedures and standards for
candidates for Directors and senior management, to conduct
preliminary review of the qualifications and other credentials of the
candidates for Directors and senior management and to recommend
suitable candidates for Directors and senior management to the
Board.

As at 31 December 2016 and as at the date of this report, the
Nomination Committee consisted of three independent non-executive
Directors namely Mr. Szeto Tat Kwan Brandon (being the chairman
of the Nomination Committee), Mr. Ha Kee Choy Eugene and Mr.
Fok Wai Ming Eddie.
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For the year ended 31 December 2016 the Nomination Committee
conducted one meeting. Details of attendance of the committee
members are as follows:

Name of Director

EEsR

REBEE-_ZT—XRAF+_A=Z=+—HIFE"
—REBEH - LET fﬂié\ﬂjﬁ%

Nomination
Committee Meeting

REZEEEEH

Mr. Szeto Tat Kwan Brandon (appointed on 19 February 2016)
At EMAEE(R-E—R"RF_ATNLEBEZE)

Mr. Ha Kee Choy Eugene (appointed on 19 February 2016)
BEEFAE(R=ZZTE—XR"E-_A+LBEZT)

Mr. Fok Wai Ming Eddie (appointed on 19 February 2016)
ERAERERZE-—RF_ATILAEEZE)

Since 31 March 2016, the Board has adopted a board diversity
policy setting out the approach to achieve diversity on the Board.

With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. In designing the Board’s
composition, Board diversity has been considered from a number of
aspects, including but not limited to educational background,
professional experience, skills and knowledge. All Board
appointments will be based on meritocracy and candidates will be
considered against objective criteria, having due regard for the
benefits of diversity on the Board.
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ACCOUNTABILITY AND AUDIT

Directors’ and Auditors’ Responsibilities for the Financial
Statements

The Board acknowledges its responsibility to prepare the Group’s
financial statements for each financial period to give a true and fair
view of the state of affairs of the Group and of the results and cash
flows for that period. In preparing the financial statements for the
year ended 31 December 2016, the Board has selected suitable
accounting policies and applied them consistently, made judgments
and estimates that are prudent, fair and reasonable and prepared
the financial statements on a going concern basis. The Directors are
responsible for taking all reasonable and necessary steps to
safeguard the assets of the Group and to prevent and detect fraud
and other irregularities.

Auditors’ Remuneration
The remuneration in respect of audit and non-audit services for the

year ended 31 December 2016 provided by the Auditors, HLB, are as
follows:
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for maintaining a sound risk management
and internal control systems to ensure that a review of the
effectiveness of the risk management and internal control systems of
the Group are conducted at least annually, covering all material
controls, including financial, operational and compliance controls, and
ensuring adequacy of resources, staff qualifications and experience,
training programmes and budget of the accounting, internal audit
and financial reporting functions. The Company could only conduct
a review of the effectiveness of its risk management and internal
control systems, excluding its subsidiaries, due to the loss of control
over the subsidiaries in Singapore and in the PRC, and thus the
financial statements of those subsidiaries have been de-consolidated
from the consolidated financial statements of the Group.

The Company engaged an external independent consultant with
professional staff in possession of relevant expertise to conduct an
independent review of the risk management and internal control
systems of the Company for the financial year ended 31 December
2016, in order to ensure and enhance (i) proper process used to
identify, evaluate and manage significant risks; (i) main features of
the risk management and internal control systems were identified;
(iii) the systems were designed to manage the risks to achieve
business objectives and provide reasonable assurance against
material misstatement or loss; (iv) appropriate process to resolve
material internal control defects; and (v) effective procedures and
internal controls for inside information management.

The key risks and the relevant measures have been disclosed in the
Directors’ Report on pages 25 to 26 of this report. The risk
management and internal control systems of the Company are
designed to manage rather than eliminate the risk of failures to
achieve business objectives, and can only provide reasonable and not
absolute assurance against material misstatement or loss.

The Company has an internal audit function. The Board conducted a
review of the effectiveness of the risk management and internal
control systems of the Company annually, excluding its subsidiaries,
due to the loss of control over the subsidiaries in Singapore and in
the PRC. Apart from that, the Board considers the systems effective
and adequate.
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The Board is of the view that apart from achieving the resumption
of the Company, one of its main priorities in 2017 is to improve the
risk management and internal control systems of the Group.

COMPANY SECRETARY

During the year under review, the Company engaged in a service
contract with an external service provider regarding Ms. Wong Po
Ling Pauline (“Ms. Wong”) as the Company Secretary. Following the
resignation of Mr. Ng Kwong Chue Paul, Dr. Choi Chiu Fai Stanley,
an executive Director, has become the primary corporate contact
person of the Company with Ms. Wong. Ms. Wong resigned as the
Company Secretary and Mr. Wong Chun Kit was appointed as the
Company Secretary both with effect from 17 February 2017.
Ms. Wong confirmed that she has received 15 hours professional
trainings under the requirement of Rule 3.29 of the Listing Rules
during the year under review.
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INVESTORS AND SHAREHOLDERS RELATIONS

The Board recognises the importance of maintaining clear, timely
and effective communication with the Shareholders and investors.
The Board also recognises that effective communication with
investors is the key to establish investor confidence and to attract
new investors. Therefore, the Group is committed to maintaining a
high degree of transparency to ensure that the investors and the
Shareholders receive accurate, clear, comprehensive and timely
information of the Group by the publication of annual reports,
interim reports, announcements and circulars. The Company also
publishes all documents on the Company’s website at http:/www.
cre8ir.com/dagingdairy/. The Board continues to maintain regular
dialogues with institutional investors and analysts to keep them
informed of the Group’s strategy, operations, management and
plans. The Directors and the committee members are available to
answer questions at annual general meetings of the Company.
Separate resolutions would be proposed at general meetings of the
Company on each substantially separate issue.

Shareholders’ Right

Pursuant to the Company’s memorandum and articles of association,
the Board may whenever it thinks fit call extraordinary general
meetings. Any one or more members holding at the date of deposit
of the requisition not less than one-tenth 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 an
extraordinary 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 (2) months after the deposit of
such requisition. If within twenty-one days of such deposit the
Board fails to proceed to convene such meeting the requisitionist(s)
himself (themselves) may do so in the same manner, and all
reasonable expenses incurred by the requisitionist(s) as a result of the
failure of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may put forward their proposals or inquiries to the
Board by sending their written request to the Company’s
correspondence address in Hong Kong.
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This is the Company’s first report outlining the commitments and
strategies to environmental protection, social responsibility and
governance. It covers the sustainability performance of the Company
from 1 January 2016 to 31 December 2016, excluding its
subsidiaries, due to the loss of control over the subsidiaries in
Singapore and in the PRC which have been de-consolidated from
the consolidated financial statements of the Group. The report
serves two main purposes:

o Ensuring that the Company’s environment, social and
governance performance is clearly and openly communicated
with our stakeholders; and

o Stimulating discussion with and soliciting input from the
stakeholder in the shaping of the Company’s business.

Relevant disclosures of this report are made in accordance with the
Environmental, Social and Governance Reporting Guide published by
the Stock Exchange, highlighting the Company’s performance in
various aspects of the guide in the current financial year. Trading in
the shares of the Company has been suspended since 22 March
2012. The Company acted as investment holding company and did
not engage in any business for the year ended 1 January 2016 to
31 December 2016.

Trading in the shares of the Company has been suspended since 22
March 2012. The Company consisted of two Executive Directors and
three Independent Non-Executive Directors. The Company is devoted
to shape a non-discriminating, diverse, fair and harmonious
workplace despite the size. At all time, we comply straightly with all
applicable rules and regulations and adopt a zero-tolerance approach
to unethical labour practices. During the current financial year
ended, there were zero reported cases of discrimination and
unethical labour practices.
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Our board of 5 directors are the most important asset of the
Company. We believe board diversity enhances decision-making
capability. We review the structure, size, composition and diversity of
the Board from time to time. In designing the Board’s optimal
composition, a range of diversity perspectives with reference to the
Company’s business model and specific needs will be considered,
including but not limited to gender, age, culture, race, educational
background, professional experience, knowledge and skills. Directors’
emolument was fairly formulated and recommended by the
Remuneration Committee to the Board on the basis of the Directors’
individual performance and comparable market merits.

Diversity of our Board in 2016
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Health and Safety

Safety is the top priority in everything we do. Despite our Company
only comprised of five Directors during the current financial year, we
pay special attention to provide a healthy and safe working
environment for them. We strive to ensure the safety and wellbeing
of our Directors by complying straightly with all applicable laws and
regulations.

Development and Training

We believe that employee development is an important area of
investment to ensure the long-term enhancement of our internal
capacity. We encourage our Directors to attend training courses to
enhance their knowledge for discharging their responsibilities. During
the current financial year ended, all Directors had participated in
continuous professional development to develop and refresh their
knowledge and skills. Directors’ participation was not only to
recognise the terms of relevant code provisions of the Stock
Exchange, but also to ensure their contribution to the board remains
informed and relevant.

OUR ENVIRONMENT

We recognise the damages that mankind make to this planet.
Hence, we are committed to protecting the environment at our
greatest effort. We target to minimise our environmental footprints,
and seek for continuous improvement. We also encourage our
employees to take the responsibility in identifying environmental
issues, achieving the objective and improving the processes. Nil
hazardous waste was generated by the Company during the current
financial year.

Green Office

We are committed to reducing negative impact to our environment
by conducting our operation in an environmentally responsible
manner. At all time, we carefully monitor and mitigate our
environmental impacts by integrating environmental considerations
into all aspects of our operation.
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Electricity
o Electric appliances are required to turn-off when unattended
o Maintain temperature of air conditioners to the standard of 25.5

degrees in general conditions

o Replace regular incandescent light bulbs with LED bulbs

o Encourage the use of natural light whenever possible
o Arrange lighting zoning to ensure that only required lighting is
switched on

Paper and waste

o Office printing was defaulted as duplex
o Encourage the use of recycle paper whenever possible
° Launch general recycling programs for a wide variety of non-

hazardous waste items including plastic, metals and paper
Transportation
o Initiated preliminary review of air and land travel patterns
Performance highlight:

o Management of the Company generated approximately 445.2
kg of CO, in the current financial year

OUR COMMUNITY

From beginning to end, we believe that a helping hand can change
the world. We encourage our employees to actively participate in
charities activities at all the time. In the coming years, we target to
engage different community groups to support and add value to
communities, and build social capital through various programs. We
will also invest our money into our communities whenever possible.
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OUTLOOK

We would like to take this opportunity to extend our sincere
gratitude to our employees, shareholders and other stakeholders for
their long-term support and trust to the Company. We believe that
our performance has granted positive recognition in the current
financial year, but there is still more to be done. In the coming
years, we will continue to strive to implement the best practices in
corporate social responsibility to advance the global sustainability
agenda at large.
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Bl #F a3t @ F4mAmNa

Hodgson Impey Cheng Limited

HLB

INDEPENDENT AUDITORS’ REPORT TO THE SHAREHOLDER OF
DAQING DAIRY HOLDINGS LIMITED
(Incorporated in Cayman Islands with limited liability)

We were engaged to audit the financial statements of Daging Dairy
Holdings Limited (“the Company”) set out on pages 58 to 135,
which comprise the statement of financial position as at 31
December 2016, and the statement of profit or loss and other
comprehensive income, the statement of changes in equity and the
statement of cash flows for the year then ended, and notes to the
financial statements, including a summary of significant accounting
policies.

We do not express an opinion on the financial statements of the
Company. Because of the significance of the matters described in
the Basis for Disclaimer of Opinion section of our report, we have
not been able to obtain sufficient appropriate audit evidence to
provide a basis for an audit opinion on these financial statements
and as to whether the financial statements have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.
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a)

Opening balances and the comparative information

The opening balances and the comparative figures disclosed in
the financial statements are based on the audited financial
statements of the Company for the year ended 31 December
2015 of which our auditors’ report dated 31 March 2016
expressed a disclaimer opinion. The matters which resulted in
that disclaimer opinion included (a) opening balances and the
comparative information; (b) departure from International
Financial Reporting Standard (“IFRS”) 10 “Consolidated
Financial Statements”; (c) bank balances and cash; (d) amount
due to a deconsolidated subsidiary; (e) accrued expenses and
other payables; (f) contingent liabilities and commitments; and
(9) going concern basis of accounting. Due to lack of complete
books and records of the Company, we have been unable to
obtain sufficient appropriate audit evidence as to whether the
opening balances as at 1 January 2016 and the comparative
figures for the year ended 31 December 2015 were properly
recorded and accounted for and in compliance with the
requirements of applicable IFRSs including International
Accounting Standard (“IAS”) 1 “Presentation of Financial
Statements”. There were no alternative audit procedures that
we could perform to satisfy ourselves as to whether the
opening balances and the comparative figures were free from
material misstatement. Any adjustments to the opening
balances as at 1 January 2016 that would be required may
have a consequential significant effect on the Company’s
assets and liabilities as at 1 January 2016 and 31 December
2016 and its results for the years ended 31 December 2015
and 2016, and the presentation and disclosure thereof in the
financial statements.

a)
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Departure from International Financial Reporting
Standard 10 “Consolidated Financial Statements”

As disclosed in note 2.1 to the financial statements, the
predecessor auditors of the Company (the “Predecessor
Auditors”) identified certain potential irregularities in respect of
certain accounting records and transactions recorded in the
books of the Company’s indirectly wholly-owned subsidiaries
incorporated in the People’s Republic of China (the "PRC")
namely, Da Qing Dairy Ltd. (KREI RBEREE L A),
Heilongjiang Chang Qing Dairy Products Co., Ltd. (28I EE
FL¥ AR &E A7) and Wuchang Benniu Muye Co., Ltd (T
BHESKREBREMT AR (collectively referred as to the “PRC
Subsidiaries”). The Predecessor Auditors subsequently resigned
on 21 March 2012. As disclosed in note 2.1 to the financial
statements of the Company, certain new directors were
appointed following the change in controlling shareholder and
it was announced on 6 November 2013 that a firm of forensic
accounting specialists (the *“Forensic Accountants”) was
appointed to investigate these potential irregularities (the
"Forensic Investigation”). Both the Forensic Accountants and
the directors of the Company have been unable to get access
to the books and records of the PRC Subsidiaries. The
directors of the Company have also been unable to locate the
complete books and records of the Company and Global Milk
Products Pte. Ltd which is the Company’s directly wholly-
owned subsidiary incorporated in the Republic of Singapore
("Global Milk”). The directors of the Company have further
confirmed to wus that the previous management of the
Company and its subsidiaries (the “Group”) did not response
to their request for any information of the Group.
Furthermore, the Company resolved to put Global Milk into
winding up in a shareholder’s meeting held on 3 December
2015.

Given these circumstances, the directors of the Company have
not consolidated the financial statements of Global Milk and
the PRC Subsidiaries (collectively referred to as the
“Deconsolidated Subsidiaries”) and no consolidated financial
statements of the Company were prepared for the vyears
ended 31 December 2015 and 2016.
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(9)

The directors of the Company have determined to exclude the
De-consolidated Subsidiaries in presenting the financial
position, results of operations and cash flows and did not
prepare consolidated financial statements for the Group under
the above mentioned circumstances. The exclusion of the
financial position, results and cash flows of the Deconsolidated
Subsidiaries and no consolidated financial statements have
been prepared for the Group is a departure from the
requirements of IFRS 10 “Consolidated Financial Statements”.

Due to the lack of complete books and records of the
Deconsolidated Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence and explanation to assess
the accounting treatment on de-consolidation of the
Deconsolidated Subsidiaries and the resulting movement in the
statutory surplus reserve. We are also unable to ascertain the
impact of the potential irregularities with respect to the
accounting records and transactions of the Group, if any, and
the de-consolidation of the De-consolidated Subsidiaries on the
financial statements of the Company. Any adjustment that
would be required may have a consequential significant effect
on the net liabilities of the Company as at 31 December 2016
and the loss attributable to owners of the Company for the
year then ended.

Amount due to a deconsolidated subsidiary

As disclosed in note 18 to these financial statements, the
Company recorded an amount due to a deconsolidated
subsidiary of approximately HK$1,028,000. As further disclosed
in note 2.1 to the financial statements, the directors of the
Company have been unable to locate the complete books and
records of the Company and Global Milk and have been
unable to get access to the books and records of the PRC
Subsidiaries. Due to the lack of complete books and records of
the Company, Global Milk and the PRC Subsidiaries, we have
been unable to obtain sufficient appropriate audit evidence to
determine whether the amount due to a deconsolidated
subsidiary was properly recorded and accounted for and in
compliance with the requirements of applicable IFRSs. There
were no alternative audit procedures that we could perform to
satisfy ourselves as to whether the amount due to a
deconsolidated subsidiary were free from material
misstatements. Any adjustment that would be required may
have a consequential significant effect on the net liabilities of
the Company as at 31 December 2016 and loss attributable to
the owners of the Company for the year then end.
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Accrued expenses and other payables

As disclosed in notes 2.1 and 18 to the financial statements,
included in the accrued expenses and other payables in the
statement of financial position of the Company as at 31
December 2016 were other payables of approximately
HK$17,694,000 among which (i) HK$13,142,000 were liabilities
recognised in respect of the aggregate amounts of the debit
balances of bank transactions as the directors of the Company
were unable to locate complete books and records of bank
accounts and whereabouts of these bank balances and cash as
of the date of approval of the financial statements; and (ii)
HK$4,552,000 were other payables that the directors of the
Company have been unable to locate the relevant books and
records. Due to the lack of complete books and records of the
Company, we have been unable to obtain sufficient
appropriate audit evidence as to whether the accrued expenses
and other payables were properly recorded and accounted for
and in compliance with the requirements of applicable IFRSs.
There were no alternative audit procedures that we could
perform to satisfy ourselves as to whether the accrued
expenses and other payables were free from material
misstatements. Any adjustments that would be required may
have a consequential significant effect on the balances of the
Company’s accrued expenses and other payables, the
Company’s net liabilities as at 31 December 2016 and
consequently net loss and cash flows of the Company for the
year ended 31 December 2016, and the related disclosures
thereof in the financial statements.

d)

PR K At A KE

A B 7 R 3R MY FE2. 1 RA8FT #E RE
B BRARARZE—AF+-A=+—
BB BRRE Bt REME
NZEEREMENRBOARRE
17,694,000/ 7T + H 1 ()13,142,000/%
TTAEMBRITRBEFEHBEERRZ
AfE RARUBHmERILEBR - &
REBEBAEKIBTREZZER
Mk kzERTEHEBREE 2T
& 1 }%(ii)4,552,0008 08 BEARES
R EE TR B 48 B BR 1 K2 A 8% 2 H 4b FE A
HIE BN BERARZEMETHET
TR BEREDNBRATZABEX
B FREAHAIREMEMNRIE
EZALERARRERKSE AR
BWRELERZHR T BMESERET
ZEAREREFAZESEMETH
TR EHAMEMNREL EERKERE o
MERAE BRFZEFHAIRHE
HEMRIELES - BARRZZT—X
F+-_A=+—HBzaEFHE N
¥k ERREBE_ZE—XREt+-_A=+
—AtFREzEEFELRBAERER
ERUERERZEABEERSXIE
RKEBEZE -



e)

f)

Contingent liabilities and commitments

As disclosed in note 2.1 to the financial statements, due to the
lack of complete books and records of the Company and the
De-consolidated Subsidiaries, we have been unable to obtain
sufficient appropriate audit evidence and explanations as to
whether the contingent liabilities and commitments committed
by the Company were properly recorded and accounted for
and in compliance with the requirements of applicable IFRSs
including IAS 37 “Provisions, Contingent Liabilities and
Contingent Assets” and IAS 39 “Financial Instruments:
Recognition and Measurement”. There were no alternative
audit procedures that we could perform to satisfy ourselves as
to whether the contingent liabilities and commitments were
free from material misstatements. Any adjustment that would
be required may have a consequential significant effect on the
net liabilities of the Company as at 31 December 2016 and
the loss attributable to the owners for the year then ended
and the related disclosures thereof in the financial statements.

Going concern basis of accounting

As explained in note 2.1 to the financial statements, in making
their assessment of the Company’s ability to continue as a
going concern, the directors of the Company have considered
(i) the Company incurred a loss attributable to the owners of
the Company of approximately HK$8,835,000 for the year
ended 31 December 2016 and as of that date, the Company’s
total liabilities exceeded its total assets by approximately
HK$38,208,000; (ii) following de-consolidation of the
Deconsolidated Subsidiaries, the Company becomes an
investment holding company without conducting other
business; (i) the Company has been placed in the third
delisting stage as of the date of the financial statements; and
(iv) as disclosed in note 2.1, the directors of the Company are
unable to represent that all present and contingent liabilities or
assets of the Company have been completely identified. Given
these circumstances, which are more fully described in note
2.1, there were no practicable audit procedures that we could
perform to form an opinion on whether management has
considered all relevant events and conditions when making
assessment on the Company’s ability to continue as a going
concern.

e)

f)
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The directors are responsible for the preparation of the financial
statements that give a true and fair view in accordance with
International Financial Reporting Standards issued by the
International Accounting Standards Board (“IASB”) and disclosure
requirements of the Hong Kong Companies Ordinance, and for such
internal control as the directors determine is necessary to enable the
preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

In preparing the financial statements, the directors are responsible
for assessing the Company’s ability to continue as a going concern,
disclosing, as applicable, matters related to going concern and using
the going concern basis of accounting unless the directors either
intend to liquidate the Company or to cease operations, or have no
realistic alternative but to do so.

The Audit Committee are responsible for overseeing the Company’s
financial reporting process.

Our responsibility is to conduct an audit of the Company’s financial
statements in accordance with Hong Kong Standards on Auditing
issued by the Hong Kong Institute of Certified Public Accountants
("HKICPA") and to issue an auditors’ report. We report our opinion
solely to you, as a body, and for no other purpose. We do not
assume responsibility towards or accept liability to any other person
for the contents of this report. However, because of the matters
described in the Basis for Disclaimer of Opinion section of our
report, we were not able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion on these financial
statements.

We are independent of the Company 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.
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REPORT ON OTHER MATTERS UNDER SECTIONS
407(2) AND 407(3) OF THE HONG KONG
COMPANIES ORDINANCE

In respect alone of the inability to obtain sufficient appropriate audit
evidence as described in the Basis for Disclaimer of Opinion section
of our report above:

o we were unable to determine whether adequate accounting
records had been kept; and

o we have not obtained all the information or explanations that,
to the best of our knowledge and belief, are necessary and
material for the purpose of the audit.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Yu Chi Fat

Practising Certificate Number: P0O5467

Hong Kong, 31 March 2017
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For the year ended 31 December 2016 # £ — =

Revenue
Cost of sales

Gross profit

Administration expenses

Loss before taxation
Income tax expenses

LOSS FOR THE YEAR

i

Wz
5 & AR

E7

TR X

BR i A 65 18
B % Al /B 1R

FABE

Total comprehensive loss for the year F A2 E 45

Loss for the year attributable to the Z"QFEH A FE1S

owners of the Company

Total comprehensive loss for the year XA FEEAEBIEER

attributable to owners of the
Company

FABE

EHEHERAE

LOSS PER SHARE ATTRIBUTABLE TO ZAQT#EE AELG

OWNERS OF THE COMPANY
Basic and diluted

BREBR

Notes

Bt 5

10

2015
—T—hfF
HK$'000
FHET

(3,411)

(3,411)

(3,411)

(3,411)

(3,411)

(3,411)

HK$(0.003)7% 7T
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As at 31 December 2016 R=ZFE—NF+=-H=4+—H

As at As at
31 December 31 December
2016 2015
R-ZZE—R#F R-_TE—RF
+=—A=+—8 +=-—A=+—8
Notes HK$'000 HK$'000
M 5 THET THE T
Non-current assets kRBEE
Property, plant and equipment M- WMEREZE 11 — —
Prepaid lease payments TET & 12 — —
Intangible assets EBIZAE 13 — —
Deferred tax assets EEFIBE E 14 — —
Current assets REBEE
Inventories FE 15 — —
Prepayments and deposits paid ENRERENES 16 14 250
Prepaid lease payments TR ER 12 — —
Bank balances and cash WITHBAIRS 17 75 79
89 329
Current liabilities REBEE
Accrued expenses and other payables FEET R & EAtb
& < 200 18 38,297 29,702
38,297 29,702
Net current liabilities REEEFHR (38,208) (29,373)
Total assets less current liabilities WEERRE
a8E (38,208) (29,373)
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As at 31 December 2016 R=FE—NF+=-H=+—H

As at As at
31 December 31 December
2016 2015
R=ZZ-—RF RZE—RF
+t=A=t-A +=ZA=t+—H
Notes HK$'000 HK$'000
M 5 THET THE T

Capital and reserves BEXRFE
Share capital [N 20 10 10
Reserves it 1 (38,218) (29,383)
(38,208) (29,373)

Non-current liabilities FRBEE
Deferred tax liabilities BEEFIBAE 14 — —
Borrowings EE 19 — —
(38,208) (29,373)

The financial statements on pages 58 to 135 were approved and ZEAR+TNE—B=-THEZWBHREK IR
authorised for issue by the board of directors on 31 March 2017 Z—+&=A=+—HBKEEoH EREE
and are signed on its behalf by: FZ YHUATEEAERES:

Choi Chiu Fai Stanley Choi Ka Wai
HEE EERE
Director Director

EF EF



2016 8 REAX£ZERERAT | 61

For the year ended 31 December 2016 # 2 = F —NF+ = A=+ —HIFE

Share Share Accumulated

capital premium losses Total

[N R 17 3% 8 RitEE @it

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

TEx FHx FHx FExT

At 1 January 2015 N—E—hE—A—H 10 1,340,093 (1,366,065) (25,962)

Loss for the year FRER — — (3,411) (3,411

Total comprehensive loss for the year FREABEEE = = (3.411) (3,411)
At 31 December 2015 and RZZE-—AF+-A=+—HK

1 January 2016 —T—R¥—FA—H 10 1,340,093 (1,369,476) (29,373)

Loss for the year FRER = — (8,835) (8,835)

Total comprehensive loss for the year FANEZABIELE = = (8,835) (8,835)

At 31 December 2016 R-E-XE+=A=+-H 10 1,340,093 (1,378,311) (38,208)
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For the year ended 31 December 2016 {2 —F — NF+=H =+ —HI FJE
2015
—ET—AF
HK$'000
FAT
Operating activities REEK
Loss before taxation B 7 A1 &S 18 (3,411)
Adjustments for: AT ZIHFAE
Depreciation e 47
Loss on disposal/written off of property, plant H%& MEDE MER
and equipment HEERE 495
Operating cash flows before movements in NEEEELEHAI 2L
working capital BER (2,869)
Increase in amount due to a related company  J& 1 B8 & 2 &) Z A A0 882
Decrease in prepayments and deposits paid ENFIELRENIZS R 381
Increase in accrued expenses and FE 5t 5 % K L Ah JE - 3R I8
other payables N 1,612
Cash (used in)/generated from operations 2E(TA) FBR& 6
Income tax paid BB —
Net cash (used in)/generated from operating & & EE (F7H), Fris
activities e T8 6
Investing activity RETED
Purchase of property, plant and equipment BEME BERZME —
Net cash used in investing activity RETHFMARSFH —
Net (decrease)/increase in cash and cash BHeRBREEBYORD),/
equivalents 0N F 58 6
Cash and cash equivalents at beginning of FURERRE
the year ZEY 73

Cash and cash equivalents at ending of the year FRIR & RIS EEY 79
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For the year ended 31 December 2016 #{ 2 —F —~NF+ZH =+ —HIFFJ2

Daging Dairy Holdings Limited (the “Company”) is a limited
company incorporated in the Cayman Islands on 15 October
20009.

The address of the registered office of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman Islands. The principal place of business of the
Company is Room 2512, 25/F, Cosco Tower, 183 Queen’s Road
Central, Hong Kong.

The financial statements of the Company are presented in HK$
and all values are rounded to the nearest thousand (HK$'000)
except otherwise indicated.

The Company acts as an investment holding company.

The shares of the Company have been listed on the Main
Board of The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) since 28 October 2010 (the “Listing”).
Trading in the shares of the Company has been suspended
since 22 March 2012.
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The financial statements as at and for the year ended 31
December 2016 comprise the Company.

As disclosed in the Company’s announcement dated 29 March
2012, during the audit process in respect of the financial year
ended 31 December 2011, irregularities were identified by
Deloitte Touche Tohmatsu, the predecessor auditors of the
Company (the “Predecessor Auditors”) that (i) certain milk
procurement transactions brought to the attention of
management and acknowledged by them to be fraudulent; (ii)
unexplained differences between sales receipt notes sighted
during the Predecessor Auditors’ works in February 2012 and
documents purporting to be the same sales receipt notes
returned to the Company in March 2012 ostensibly following a
Tax Bureau investigation; (iii) the explanation provided by
management — The Tax Bureau investigation — for removing
accounting records which were then not available to the
Predecessor Auditors continuously during the audit; (iv) the
validity and commercial substance of acquisitions of milk
stations, farm houses and Holstein cattle; and (v) difficulties
the Predecessor Auditors encountered during their visits to the
local branch of one of the banks of the Company and its
subsidiaries (the “Group”) (collectively referred as to the
“Potential Irregularities”). The Predecessor Auditors tendered its
resignation as auditors of the Company with effect from 21
March 2012 and the Company applied for suspension of
trading in the shares on the Main Board of the Stock
Exchange on 22 March 2012.

It was further disclosed in the Company’s announcement
dated 29 March 2012 that an independent review committee
comprised of the independent non-executive directors at that
material time and other qualified independent individuals has
been established to conduct a review on the Potential
Irregularities raised by the Predecessor Auditors.

As disclosed in the Company’s announcements dated 18 May
2012 and 20 June 2012, during May and June 2012, those
independent non-executive directors at that material time
forming the independent review committee tendered their
resignation as the independent non-executive directors of the
Company.

%

—E-AE+-A=+-BAREE=
B NE+= A=t BILEENHTS
BERARRBEK -

WA RARBHAE-TE——F=/A=+
NBZRAEMEE  REHEE_T——
F+_A=1+—BLHBFEZEZXB
2 A A AT A EAD (AT % &
B Eg =R A ST IRER
EE:()VETEREEEBIEZFDH
RKERS HEEEERUEERSHE
EEK (WW_E——F- ANAIEZ
HE TERFTEREA S EEE - BT
MERATEN - Z——HF=AX@OAK
AR(REBREAFR—HEER) WX
HzEANEZERERE: (VEEER
MBS TEMRERNERE — KR
FE — UBURBREN BT BES—
B [ b 4R 4 45 BT % BAD S (v) Uk
BEDU - B RETEELENE
RO N R EE R (v) A EAD R E
SRR REMBAR(AESR])HEAF
—FT iR 1T A9 A 5 17 BF BT 4 B R 2 (47
BIBEZEMREE] - AIEZREAE R
TE-——F=fA-t+—BEBIAQT
RHE MARTIR-_BE——F=A—
THEHBRORBIMEREEFE

= ©

MMARRBHA-_ZT——F=A_"-+
NBZREME—FEE  ARFER
ZAREEKNLABIIERTEER
EMBEABERZBIIATEHRKZE
VRELZEE HAIEZEMEL 2 E
HCEHEFHETES o

WMAATBRA-—_E——FHA+N
B - Z——FNA-t+tHZRAERE
B R ZE——FRAZANAHME R
ZEREERARBYEERES X
EBUERATESHERERAEARQA
BN IERITEER -



2016 F#R

For the year ended 31 December 2016 #{ 2 —F —~NF+ZH =+ —HIFFJ2

As disclosed in the Company’s announcement dated 9 January
2013, on 2 January 2013, it was discovered that the heating
pipes of the offices of a subsidiary, Da Qing Dairy Ltd. (KX E
L@ AR EEAT) (“Da Qing Dairy”), located in Daging
City, Heilongjiang Province of the People’s Republic of China
(the “PRC"), were cracked as result of severe coldness in the
northern area of the PRC and pipeline aging. Due to cracking
of the heating pipes, the first and the second floors of the
offices had been soaked, and extensive damages were caused
to the office facilities, computers and documents in the office
of finance, logistics, administration and engineering
departments of the Group (collectively referred to as the
“Incident”).

As disclosed in the Company’s announcement dated 18 April
2013, on 8 February 2013, Mr. Zhao Yu, then controlling
shareholder of the Company at that material time, entered into
a sale and purchase agreement pursuant to which Mr. Zhao
agreed to sell and Radiant State Limited (the “New Controlling
Shareholder”) agreed to purchase the sale shares, representing
52.16% of the entire share capital of the Company at a
consideration of HK$52,704,000 in cash, representing HK$0.1
per sale share (collectively referred to as the “Purchase”).

As disclosed in the Company’s announcement dated 5 July
2013, the New Controlling Shareholder received valid
acceptances in respect of a total 83,153,622 shares in the
Company under the unconditional mandatory cash offer (the
“Share Acceptance”), representing 8.23% of the entire issued
share capital of the Company. Following completion of the
Purchase and the Share Acceptance, the New Controlling
Shareholder held 60.39% equity interest in the Company. As
disclosed in the Company announcement dated 5 September
2013, Mr. Ng Kwong Chue Paul was appointed as executive
director of the Company, Ms. Kou Mei In was appointed as
non-executive director of the Company and Mr. Sze Lin Tang
was appointed as an independent non-executive director of the
Company (the “New Management”).
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As disclosed in the Company’s announcement dated 6
November 2013, the Company engaged RSM Corporate
Advisory (Hong Kong) Limited (the “Forensic Accountants”) to
carry out forensic investigation in respect of the Potential
Irregularities (the “Forensic Investigation”). It was further
disclosed in the Company’s announcements dated 29 January
2014, 4 April 2014, 13 June 2014, 5 September 2014, 28
November 2014 and 30 April 2015 that (1) the Forensic
Accountants were yet to commence their field work as the
Company and the Forensic Accountants have encountered
difficulties in procuring relevant parties including the previous
management of the Group to cooperate in the field work of
the Forensic Investigation; (2) two PRC law firms were
engaged with the objectives to (i) effect the change of legal
representatives and board of directors of Da Qing Dairy,
Heilongjiang Chang Qing Dairy Products Co., Ltd. (B8 TEE
FLEAFREEAF) (“Chang Qing Dairy”) and Wuchang
Benniu Muye Co., Limited (A®HESFHMEEREZTAA)
(“Benniu  Muye”) (collectively referred as to the “PRC
Subsidiaries”) through legal means; and (ii) obtain information
requested by the Forensic Accountants; and (3) the
contemplate change of respective legal representatives of the
PRC Subsidiaries could not be effected and due to insufficient
financial resources of the Company, the Forensic Investigation
has been temporarily halted.

In addition, the New Controlling Shareholder appointed two
individuals into the board of directors of its wholly-owned
subsidiary, Global Milk Products Pte. Ltd, which is incorporated
in the Republic of Singapore (“Global Milk”). However, the
directors of the Company could not locate complete books and
records of the Company and Global Milk and the previous
managements of the Company and Global Milk have
continued ignoring the request for any information.
Subsequently in the shareholders meeting of Global Milk held
on 3 December 2015, the Company resolved to put Global
Milk into winding up, subject to further advice from legal
advisers.
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Given the circumstances that the directors of the Company
have been unable to locate complete books and records of the
Company and Global Milk and to get access to the books and
records of the PRC Subsidiaries and in the absence of the
Group’s previous management to explain and validate the true
state of the affairs of the Company for the current and
previous years, it would be extremely difficult and time
consuming to ascertain the true and correct financial position
and profit or loss of the current and previous years for the
Company or to obtain sufficient documentary information to
satisfy themselves regarding the treatment of the transactions
during the years and various balances of the Company, Global
Milk and the PRC Subsidiaries for the current and previous
years. In the Company’s board of directors (the “Board”)’
opinion, any reconstruction of the correct accounting records
would also be almost impossible as it will be necessary to
verify the information with external and independent sources
and such sources may not be available or may be unreliable
due to their connections with the Group’'s previous
management or those responsible for the financial information
which the Predecessor Auditors identified the Potential
Irregularities within and outside of the Group.
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As of the date of the financial statements of the Company,
the directors of the Company have used its best effort, to the
extent commercially practicable, to reconstruct the accounting
records of the Company, Global Milk and the PRC Subsidiaries
for the current and previous years applying the best estimates
and judgement based on the information of the Group that
are available to the directors of the Company. However, given
substantial portion of the books and records could not be
located or accessed and the previous management of the
Group did not response to the New Management’'s request,
the Board believes that as at the date of approval of the
financial statements, it is impossible and impractical to
ascertain the transactions and balances of the Company,
Global Milk and the PRC Subsidiaries for inclusion in the
financial statements of the Company since the years ended 31
December 2011. Also, due to substantial portion of the books
and records of the Group for the current and the previous
years could not either be located or accessed, the Board
believes that it is almost impossible, and not practical, to verify
the financial information as reported in the consolidated
financial statements of the Group or financial statements of
the Company for the current and the previous vyears
Accordingly, the comparative financial information disclosed in
the financial statements only represents such information as
reported in the financial statements of the Company for the
year ended 31 December 2015 and therefore may not be
comparable with the figures for the current year.
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Given these circumstances, the Board has not consolidated the
financial statements of Global Milk and the PRC Subsidiaries
(collectively referred to as the “De-consolidated Subsidiaries”)
and no consolidated financial statements of the Company were
prepared since the year ended 31 December 2011. As such,
the results, assets and liabilities of the De-consolidated
Subsidiaries have not been included into the financial
statements of the Company since 1 January 2011. The
resulting loss on de-consolidation of approximately
RMB1,583,093,000, which is determined based on the net
asset value of the De-consolidated Subsidiaries as at 1 January
2011 has been recognised in the statement of profit or loss
and other comprehensive income during the year ended 31
December 2011 and the resulting movement of approximately
RMB55,946,000 has been recorded in the statutory surplus
reserve in the statement of change in equity for the year
ended 31 December 2011.

In the opinion of the directors of the Company, the financial
statements as at and for the year ended 31 December 2016
prepared on the aforementioned basis is the most appropriate
way of presenting the results and state of affairs of the
Company as the directors of the Company were unable to
obtain sufficient documentary information to satisfy themselves
regarding the transactions and balances related to the
Deconsolidated Subsidiaries. However, the de-consolidation of
the De-consolidated Subsidiaries is not in compliance with the
requirements of International Financial Reporting Standard
("IFRS”) 10 “Consolidated Financial Statements”. Given the
abovementioned circumstances, the directors of the Company
are unable to ascertain the impact of the Potential
Irregularities with respect to the accounting records and
transactions of the De-consolidated Subsidiaries, if any, and the
de-consolidation of the De-consolidated Subsidiaries on the
financial statements.
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Due to limited books of accounts and records available to the
directors of the Company, the following disclosures have not
been made in the financial statements for the current and
previous years:

—  Details of the credit policy and aging of debtors and
creditors as required by the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing Rules”);

—  Details of contingent liabilities and commitments as
required by the Hong Kong Companies Ordinance and
|FRSs;

—  Details of allowance account for credit losses, financial
risk management and fair value disclosure as required by
IFRS 7, Financial Instruments — Disclosures; and

—  Entity-wide disclosures as required by IFRS 8, “Operating
Segments”.

Any adjustments arising from the matters described above
would have a consequential significant effect on the net loss
of the Company for the current and previous years and net
liabilities of the Company for the current and previous years.
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Due to the limited financial information available and the
previous management of the Group did not response to the
New Management's request, the directors of the Company
were unable to obtain sufficient documentary information to
satisfy themselves regarding the genuineness and
completeness of books and records and the treatment of
various balances as included in the financial statements for the
year ended 31 December 2016 and have formed the opinion
as follows:

As the financial statements for the year ended 31 December
2016 have been prepared based on the lack of books and
records available to the Company, the directors of the
Company are unable to represent that all transactions entered
into by the Company in respect to the previous years have
been properly reflected in the financial statements. In this
connection, the directors of the Company are also unable to
represent as to the completeness, existence and accuracy of
identification and the disclosures of the financial statements
for the year ended 31 December 2016 in respect of property,
plant and equipment in note 11, prepaid lease payments in
note 12, intangible assets in note 13, deferred tax assets/
(liabilities) in note 14, inventories in note 15, prepayments and
deposits paid in note 16, bank balances and cash in note 17,
accrued expenses and other payables in note 18, borrowings
in note 19, commitments in note 26 and contingent liabilities
in note 27.
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As per assessment by the Board, based on the investigations
carried out by the Forensic Accountants and the information
available at this stage, all identified, required adjustments have
been put through in the financial statements for the year
ended 31 December 2016. Since the investigations may be
ongoing, any further adjustments and disclosures, if required,
would be made in the financial statements of the Company as
and when the outcome of the above uncertainties is known
and the consequential adjustments and disclosures are
identified, and would have a consequential effect on the net
loss of the Company for the year ended 31 December 2016
and net liabilities of the Company as at 31 December 2016.

During the year ended 31 December 2016, the Company
incurred loss of approximately HK$8,835,000. In addition,
following de-consolidation of the De-consolidated Subsidiaries,
the Company become an investment holding company without
conducting other business. It was further disclosed in the
Company’s announcements dated 19 May 2015, 23 November
2015 and 7 June 2016 respectively that the Stock Exchange
has placed the Company in the first delisting stage on 14 May
2015 and subsequently placed in the second and the third
delisting stage on 19 November 2015 and 7 June 2016
respectively pursuant to Practice Note 17 of the Rules
Governing the listing of Securities on the Stock Exchange (the
“Listing Rules”). The directors of the Company have also
unable to represent that all present and contingent liabilities of
the Company have been completely identified as
abovementioned. These conditions indicate the existence of a
material uncertainty which may cast significant effect on the
Company’s ability to continue as a going concern.
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As disclosed in the Company’s announcement dated 23 June
2015, on 4 May 2015, the New Controlling Shareholder
entered into a sale and purchase agreement with Global
Courage Limited (“Global Courage”) pursuant to which the
New Controlling Shareholder agreed to sell and Global
Courage agreed to purchase the sale shares, representing of
approximately 60.39% of the entire share capital of the
Company at a consideration of approximately HK$61,019,000,
representing HK$0.1 per sale share.

As disclosed in the Company’s announcement dated 21
December 2016, the Company has submitted a resumption
proposal to the Stock Exchange which contains, among other
things: (i) a share consolidation; (i) proposed acquisition (the
“Acquisition”) of a target group which is primarily engaged in
the operation of a hotpot restaurant chain in the PRC from
the independent investors.; (iii) proposed disposal (the
“Disposal”) of the Company’s subsidiaries; (iv) a share placing;
(v) an open offer; and (vi) a whitewash waiver. As the
Acquisition constitutes a very substantial acquisition and
reverse takeover and the Disposal constitutes a very substantial
disposal under Chapter 14 of the Listing Rules and the
Acquisition is also subject to approval of the new listing
application of the Company by the Stock Exchange (the “New
Listing Application”). The Company has filed the New Listing
Application to the Stock Exchange on 27 February 2017.

Given the circumstance that there exists potential new
shareholder to invest in the Company and the New Listing
Application, the directors of the Company have adopted the
going concern basis in the preparation of the financial
statements.

Should the Company be unable to achieve a successful
restructuring include but not limit to the New Listing
Application and to continue to operate as a going concern,
adjustments would have to be made to the financial
statements to adjust the value of the Company’s assets to
their recoverable amounts, to provide for any further liabilities
which might arise. The effect of these adjustments has not
been reflected in the financial statements.
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
(“IFRSs")

(a)

New and revised Standards and Interpretations
in issue and effective

The Company has adopted the following new and
revised IFRSs in respect of the following years:

IFRSs (Amendments)

IFRS 10, IFRS 12 and IAS
28 (Amendments)

I[FRS 11 (Amendments)

IFRS 14

IAS 1 (Amendments)

IAS 16 and IAS 38
(Amendments)

IAS 16 and IAS 41
(Amendments)

IAS 27 (Amendments)

Annual Improvements IFRSs
2012-2014 Cycle

Investment Entities: Applying the
Consolidation Exception

Accounting for Acquisitions of
Interests in Joint Operations

Regulatory Deferral Accounts

Disclosure Initiative

Clarification of Acceptable
Methods of Depreciation and
Amortisation

Agriculture: Bearer Plants

Equity Method in Separate
Financial Statements
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For the year ended 31 December 2016 # 2 = F —NF+ = A=+ —HIFE

2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
("IFRSs") (Continued)

(b)

New and revised Standards and Interpretations
in issue but not yet effective

IFRSs (Amendments) Annual Improvements IFRSs
2014-2016 Cycle®

IFRS 2 (Amendments) Classification and Measurement of
Share-based Payment
Transactions?

IFRS 4 (Amendments) Insurance Contracts?

IFRS 9 Financial Instruments?

IFRS 10 and IAS 28 Sale or Contribution of Assets
(Amendments) between an Investor and its

Associate or Joint Venture*

IFRS 15 Revenue from Contracts with
Customers?
IFRS 15 (Amendments) Clarifications to IFRS 15 Revenue

from Contracts with Customers?

IFRS 16 Leases?
IAS 7 (Amendments) Disclosure Initiative'
IAS 12 (Amendments) Recognition of Deferred Tax Assets

for Unrealised Losses'
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2.2 APPLICATION OF INTERNATIONAL
FINANCIAL REPORTING STANDARDS
("IFRSs") (Continued)

(b) New and revised Standards and Interpretations
in issue but not yet effective (Continued)

L Effective for annual periods beginning on or after 1 January 2017,
with earlier application permitted.

2 Effective for annual periods beginning on or after 1 January 2018,
with earlier application permitted.

8 Effective for annual periods beginning on or after 1 January 2019,
with earlier application permitted.

a Effective for annual periods beginning on or after a date to be
determined.
> Effective for annual periods beginning on or after 1 January 2017

or 1 January 2018 as appropriate.

The Company is in the process of making an assessment
on the impact of these new/revised standards,
amendments and interpretation and does not anticipate
that the adoption when they become effective will result
in any material impact on the Company’s result of
operations and financial position.
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For the year ended 31 December 2016 #{ 2 —F —~NF+ZH =+ —HIFFJ2

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The financial statements have been prepared under the
historical cost basis as explained in the accounting policies set
out below.

The financial statements have been prepared in accordance
with IFRSs issued by the International Accounting Standards
Board (“IASB”). In addition, the financial statements include
applicable disclosures required by the Listing Rules and the
Hong Kong Companies Ordinance.

(@) Statement of compliance

The financial statements have been prepared in
accordance with IFRSs issued by the IASB. In addition,
the financial statements include applicable disclosures
required by the Listing Rules and by the Hong Kong
Companies Ordinance (“CO").

(b) Basis of consolidation

The financial statements include the financial statements
of the Company made up to 31 December 2016.
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X}

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(c)

Business combinations

Business combinations that took place on or after 1
January 2010

Acquisitions of businesses are accounted for using the
acquisition method. The consideration transferred in a
business combination is measured at fair value, which is
calculated as the sum of the acquisition-date fair values
of the assets transferred by the Group, liabilities incurred
by the Company to the former owners of the acquiree
and the equity interests issued by the Company in
exchange for control of the acquiree. Acquisition-related
costs are generally recognised in profit or loss as
incurred.

At the acquisition date, the identifiable assets acquired
and the liabilities assumed are recognised at their fair
value, except that:

. deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
IAS 12 Income Taxes and IAS 19 respectively;

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the
Company entered into to replace share-based
payment arrangements of the acquiree are
measured in accordance with IFRS 2 at the
acquisition date; and
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For the year ended 31 December 2016 #{ 2 —F —~NF+ZH =+ —HIFFJ2

Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

o assets (or disposal groups) that are classified as held
for sale in accordance with IFRS 5 Non-current
Assets Held for Sale and Discontinued Operations
are measured in accordance with that Standard.

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value of
the acquirer’s previously held equity interest in the
acquiree (if any) over the net of the acquisition-date
amounts of the identifiable assets acquired and the
liabilities assumed. If, after reassessment, the net of the
acquisition-date amounts of the identifiable assets
acquired and liabilities assumed exceeds the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree and the fair value of
the acquirer’s previously held interest in the acquiree (if
any), the excess is recognised immediately in profit or
loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’'s net assets in the event of
liquidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share of
the recognised amounts of the acquiree’s identifiable net
assets. The choice of measurement basis is made on a
transaction-by-transaction basis. Other types of non-
controlling interests are measured at fair value or, when
applicable, on the basis specified in another IFRS.
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(c)

Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

When the consideration transferred by the Group in a
business combination includes assets or liabilities
resulting from a contingent consideration arrangement,
the contingent consideration is measured at its
acquisition-date fair value and included as part of the
consideration transferred in a business combination.
Changes in the fair value of the contingent consideration
that qualify as measurement period adjustments are
adjusted retrospectively, with corresponding adjustments
against goodwill. Measurement period adjustments are
adjustments that arise from additional information
obtained during the ‘measurement period’ (which cannot
exceed one year from the acquisition date) about facts
and circumstances that existed at the acquisition date.

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify as
measurement period adjustments depends on how the
contingent consideration is classified. Contingent
consideration that is classified as equity is not
remeasured at subsequent reporting dates and its
subsequent settlement is accounted for within equity.
Contingent consideration that is classified as an asset or
a liability is remeasured at subsequent reporting dates in
accordance with IAS 39, or |AS 37 Provisions,
Contingent Liabilities and Contingent Assets, as
appropriate, with the corresponding gain or loss being
recognised in profit or loss.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(c)

Business combinations (Continued)

Business combinations that took place on or after 1
January 2010 (Continued)

When a business combination is achieved in stages, the
Company'’s previously held equity interest in the acquiree
is remeasured to its acquisition-date fair value and the
resulting gain or loss, if any, is recognised in profit or
loss. Amounts arising from interests in the acquiree prior
to the acquisition date that have previously been
recognised in other comprehensive income are
reclassified to profit or loss where such treatment would
be appropriate if that interest were disposed of.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which
the combination occurs, the Company reports provisional
amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted
during the measurement period (see above), or additional
assets or liabilities are recognised, to reflect new
information obtained about facts and circumstances that
existed at the acquisition date that, if known, would
have affected the amounts recognised at that date.
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3.

% d

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(d)

Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable and represents
amounts receivable for goods sold in the normal course
of business, net of discounts and sales related taxes.

Revenue from sale of goods is recognised when goods
are delivered and legal title is passed.

Interest income from a financial asset is recognised when
it is probable that the economic benefits will flow to the
Company and the amount of revenue can be measured
reliably. Interest income from a financial asset is accrued
on a time basis, by reference to the principal
outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on
initial recognition.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(e)

(f)

Leasing

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and
rewards of ownership to the lessee. All other leases are
classified as operating leases.

The Company as lessee

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term, except where
another systematic basis is more representative of the
time pattern in which economic benefits from the leased
asset are consumed. Contingent rentals arising under
operating leases are recognised as an expense in the
period in which they are incurred.

Foreign currencies
(i) Functional and presentation currency

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

(9)

Foreign currencies (Continued)
(i) Transactions and balances

Foreign currency transactions are translated into the
functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign
exchange gains and losses resulting from the
settlement of such transactions and from the
translation at year-end exchange rates of monetary
assets and liabilities denominated in foreign
currencies are recognised in the income statement,
except when deferred in equity as qualifying cash
flow hedges or qualifying net investment hedges.

Foreign exchange gains and losses that relate to
borrowings and cash and cash equivalents are
presented in the income statement within ‘finance
income or costs'.

Current and deferred tax

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

The current income tax charge is calculated on the basis
of the tax laws enacted or substantively enacted at the
balance sheet date in the jurisdictions where the
Company and its subsidiaries, associates and jointly
controlled entities operate and generate taxable income.
Management periodically evaluates positions taken in tax
returns with respect to situations in which applicable tax
regulation is subject to interpretation and establishes
provisions where appropriate on the basis of amounts
expected to be paid to the tax authorities.
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Current and deferred tax (Continued)

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

Deferred tax assets are recognised to the extent that it is
probable that future taxable profit will be available
against which the temporary differences can be utilised.
Deferred income tax is provided on temporary
differences arising on investments in subsidiaries,
associates and jointly controlled entities, except where
the timing of the reversal of the temporary difference is
controlled by the Company and it is probable that the
temporary difference will not reverse in the foreseeable
future.

(9)

B 5 K 3R #E B IH (A

EEFRERANBREELEEM
BEMREREENBEENH
BRWEAECEEENERZ
RMWER - AN MEREHRIEAR
BEDRAVRERBEMELRD
THR  MHEEELERSHES
EXZTBREXAH)THE
ERRENVILER - XA E
RHpBIAZE TR HERN
BE - AITEER - BEHER
REASBmCEMKE LR -
VTEBBCECHMIHEEER
RELEMEHRAGEEE ARG
SERZRE(FOEP)METE e

BT IRE ERLAIBEE KRR E
RRANmML LA ERERER
i ## &

BELEMSHAMBAR  BEQ
ARARZEHERREELZE
RERMmMEE BEREAQFA
NEHEREZR ZBORRE M
ERERAEAELKREATED
RO ZBRARI

85



86 | Daging Dairy Holdings Limited Annual Report 2016

For the year ended 31 December 2016 # 2 - E—NF+=-H=+—HI FE

3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(h)

(1)

Borrowing costs

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

Investment income earned on the temporary investment
of specific borrowings pending their expenditure on
qualifying assets is deducted from the borrowing costs
eligible for capitalisation.

All other borrowing costs are recognised in profit or loss
in the period in which they are incurred.

Retirement benefit costs

Payments to state-managed retirement benefits schemes
are charged as expenses when employees have rendered
service entitling them to the contributions.

Property, plant and equipment

Property, plant and equipment, other than construction
in progress, are stated at costs less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.
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Property, plant and equipment (Continued)

Construction in progress represents property, plant and
equipment in the course of construction for production,
supply or administrative purposes are carried at cost, less
any recognised impairment loss. Costs include
professional fees and, for qualifying assets, borrowing
costs capitalised in accordance with Company’s
accounting policy. Such properties are classified to the
appropriate categories of property, plant and equipment
when completed and ready for intended use.
Depreciation of these assets, on the same basis as other
property assets, commences when the assets are ready
for their intended use.

Depreciation is recognised so as to write off the cost of
property, plant and equipment, other construction in
progress, less their residual values over their estimated
useful lives, using the straight-line method. The
estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate
accounted for on a prospective basis.

An item of property, plant and equipment is
derecognised upon disposal or when no future economic
benefits are expected to arise from the continued use of
the asset. Any gain or loss arising on the disposal or
retirement of an item of property, plant and equipment
is determined as the difference between the sales
proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Prepaid lease payments

Prepaid lease payments represent payments for leasehold
land and are released over the lease terms on a straight-
line basis. Prepaid lease payments which are to be
released in the next twelve months or less are classified
as current assets.
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3.

X}

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

U]

Intangible assets
Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired
separately are carried at cost less accumulated
amortisation and accumulated impairment losses.
Amortisation for intangible assets with finite useful lives
is provided on a straight-line basis over their estimated
useful lives. The estimated useful life and amortisation
method are reviewed at the end of each reporting
period, with the effect of any changes in estimate being
accounted for on a prospective basis.

Research and development expenditure

Expenditure on research activities is recognised as an
expense in the period in which it is incurred.

An internally-generated intangible asset arising from
development (or from the development phase of an
internal project) is recognised if, and only if, all of the
following have been demonstrated:

o the technical feasibility of completing the intangible
assets so that it will be available for use or sale;

o the intention to complete the intangible asset and
use or sell it;

o the ability to use or sell the intangible asset;

o how the intangible asset will generate probable
future economic benefits;

o the availability of adequate technical, financial and
other resources to complete the development and
to use or sell the intangible asset; and

o the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

U]

Intangible assets (Continued)

Research and development expenditure
(Continued)

The amount initially recognised for internally-generated
intangible assets is the sum of the expenditure incurred
from the date when the intangible asset first meets the
recognition criteria listed above. Where no internally-
generated intangible asset can be recognised,
development expenditure is recognised in profit or loss in
the period in which it is incurred.

Subsequent to initial recognition, internally-generated
intangible assets are reported at cost less accumulated
amortisation and accumulated impairment losses, on the
same basis as intangible assets that are acquired
separately.

Intangible assets acquired in a business
combination

Trademarks

Trademarks acquired in a business combination are
identified and recognised separately from goodwill where
it satisfies the definition of an intangible asset and its
fair values can be measured reliably. The costs of
trademarks are their fair value at the acquisition date.
Subsequent to initial recognition, intangible asset with
finite useful life are carried at cost less accumulated
amortisation and any accumulated impairment loss. The
intangible asset will be amortised on a straight-line basis
over its useful lives.

Gains and losses arising from derecognition of an
intangible assets, measured as the difference between
the net disposal proceeds and the carrying amount of
the assets, are recognised in profit or loss when the
asset is derecognised.
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(m) AREEREFNEE(HEK

(m) Impairment of tangible and intangible assets

other than goodwill

At the end of each reporting period, the Company
reviews the carrying amounts of its tangible and
intangible assets to determine whether there is any
indication that those assets have suffered an impairment
loss. If any such indication exists, the recoverable
amount of the asset is estimated in order to determine
the extent of the impairment loss (if any). Where it is
not possible to estimate the recoverable amount of an
individual asset, the Company estimates the recoverable
amount of the cash generating unit to which the asset
belongs. Where a reasonable and consistent basis of
allocation can be identified, corporate assets are also
allocated to individual cash-generating units, or
otherwise they are allocated to the smallest group of
cash-generating units for which a reasonable and
consistent allocation basis can be identified.

Recoverable amount is the higher of fair value costs to
sell and value in use. 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 for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or the cash-
generating unit) is reduced to its recoverable amount. An
impairment loss is recognised immediately in profit or
loss.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(m) Impairment of tangible and intangible assets

(n)

(o)

other than goodwill (Continued)

Where an impairment loss subsequently reverse, the
carrying amount of the asset (or cash generating unit) is
increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised for
the asset (or cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in profit or loss.

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is calculated using the weighted
average method.

Related parties transactions

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

(@ A person or a close member of that person’s family
is related to the Company if that person:

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

(i) has significant influence over the Company;
or

(i) is a member of the key management

personnel of the Company or of a parent of
the Company.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

Related parties transactions (Continued)

(b)  An entity is related to the Company if any of the
following conditions applies:

(i)

(iii)

(iv)

(vi)

(vii)

the entity and the Company are members of
the same group (which means that each
parent, subsidiary and fellow subsidiaries is
related to the others);

one entity is an associate or joint venture of
the other entity (or an associate or joint
venture of a member of a group which the
other entity is a member);

both entities are joint ventures of the same
third party;

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

the entity is a post-employment benefit plan
for the benefit of employees of either the
Company or an entity related to the
Company. If the Company is itself such a
plan, the sponsoring employees are also
related to the Company;

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

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); or
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o)

(p)

Related parties transactions (Continued)

(b)  An entity is related to the Company if any of the
following conditions applies: (Continued)

(viii) the entity, or any member of a group of which
it is a part, provides key management
personnel services to the Company or to the

parent of the Company.

A related party transaction is a transfer of resources,
services or obligations between the Company and a
related party, regardless of whether a price is charged.

Close family members of an individual are those family
members who may be expected to influence, or be
influence by, that person in their dealings with the entity
and include:

(@) that person’s children and spouse or domestic
partner;

(b)  children of that person’s spouse or domestic
partner; and

() dependants of the person or that person’s spouse
or domestic partner.

Financial instruments

Financial assets and financial liabilities are recognised in
the statement of financial position when a group entity
becomes a party to the contractual provisions of the
instruments.
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(p)

Financial instruments (Continued)

Financial assets and financial liabilities are initially
measured at fair value. Transaction costs that are directly
attributable to the acquisition or issue of financial assets
and financial liabilities (other than financial assets and
financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial
assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs directly attributable to the
acquisition of financial assets or financial liabilities at fair
value through profit or loss are recognised immediately
in profit or loss.

Financial assets

The Company’s financial assets are classified into loans
and receivables. Loans and receivables are non-derivative
financial assets with fixed or determinable payments that
are not quoted in an active market. At the end of each
reporting period subsequent to initial recognition, loans
and receivables (including prepayments and deposits paid
and bank balances and cash) are carried at amortised
cost using the effective interest method, less any
identified impairment losses (see accounting policy on
impairment loss on financial assets below).

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial assets and of allocating
interest income over the relevant period. The effective
interest rate is the rate that exactly discounts estimated
future cash receipts (including all fees paid or received
that form an integral part of the effective interest rate,
transaction costs and other premiums or discounts)
through the expected life of the financial asset or, where
appropriate, a shorter period to the net carrying amount
on initial recognition.

Interest income is recognised on an effective interest
basis for debt instruments.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets

The financial assets are assessed for indicators of
impairment at the end of the reporting period. Financial
assets are considered to be impaired where there is
objective evidence that, as a result of one or more
events that occurred after the initial recognition of the
financial assets, the estimated future cash flows of the
investment have been affected.

The objective evidence of impairment could include:

o significant financial difficulty of the issuer or
counterparty; or

o breach of contract, such as default or delinquency
in interest or principal payments; or

o it becoming probable that the borrower will enter
bankruptcy or financial re-organisation.

For certain categories of financial assets, such as
prepayments and deposits paid, assets that are assessed
not to be impaired individually are, in addition, assessed
for impairment on a collective basis. Objective evidence
of impairment for a portfolio of receivables could include
the Company’s past experience of collecting payments,
an increase in the number of delayed payments in the
portfolio past the average credit terms of the customers,
as well as observable changes in national or local
economic conditions that correlate with default on
receivables.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

Financial instruments (Continued)
Financial assets (Continued)
Impairment of financial assets (Continued)

For financial assets carried at amortised cost, an
impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset's
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate.

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with
the exception of prepayments and deposits paid, where
the carrying amount is reduces through the use of an
allowance account. Changes in the carrying amount of
the allowance account are recognised in profit or loss.
When a trade receivable is considered uncollectible, it is
written off against the allowance account. Subsequent
recoveries of amounts previously written off are credited
to profit or loss.

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment losses was
recognised, the previously recognised impairment loss is
reversed through profit or loss to the extent that the
carrying amount of the asset at the date the impairment
is reversed does not exceed what the amortised cost
would have been had the impairment not been
recognised.
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3. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

Financial instruments (Continued)
Financial liabilities and equity instruments

Financial liabilities and equity instruments issued by a
group entity are classified according to the substance of
the contractual arrangements entered into and the
definitions of a financial liability and an equity
instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of the Company after
deducting all of its liabilities. Equity instruments issued by
the Company are recognised at the proceeds received,
net of direct issue costs.

Financial liabilities

Financial liabilities (including accrued expenses and other
payables and borrowings) are subsequently measured at
amortised cost, using the effective interest method.

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash payments through the expected life
of the financial liability, or, where appropriate, a shorter
period to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest
basis and is included in finance costs.
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Financial instruments (Continued)
Derecognition

Financial assets are derecognised when the rights to
receive cash flows from the assets expire or, the financial
assets are transferred and the Company has transferred
substantially all the risks and rewards of ownership of
the financial assets.

On derecognition of a financial asset in its entirety, the
difference between the asset’s carrying amount and the
sum of the consideration received and receivable and the
cumulative gain or loss that had been recognised in
other comprehensive income and accumulated in equity
is recognised in profit or loss.

On derecognition of a financial asset other than in its
entirety (e.g. when the Company retains an option to
repurchase part of a transferred asset or retains a
residual interest that does not result in the retention of
substantially all the risks and rewards of ownership and
the Company retains control), the Company allocates the
previous carrying amount of the financial asset between
the part it continues to recognise under continuing
involvement, and the part it no longer recognises on the
basis of the relative fair values of those parts on the
date of the transfer. The difference between the carrying
amount allocated to the part that is no longer
recognised and the sum of the consideration received for
the part no longer recognised and any cumulative gain
or loss allocated to it that had been recognised in other
comprehensive income is recognised in profit or loss. A
cumulative gain or loss that had been recognised in
other comprehensive income is allocated between the
part that continues to be recognised and the part that is
no longer recognised on the basis of the relative fair
values of those parts.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p) Financial instruments (Continued)
Derecognition (Continued)

Financial liabilities are derecognised when the obligation
specified in the relevant contract is discharged, cancelled
or expires. The difference between the carrying amount
of the financial liability derecognised and the
consideration paid and payable is recognised in profit or
loss.

KEY SOURCE OF ESTIMATION

In the application of the Company’s accounting policies, which
are described in note 3, the directors of the Company are
required to make judgments, estimates and assumptions about
the carrying amounts of assets and liabilities that are not
readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.
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The following are the 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.

(a)

Estimated impairment loss in respect of
prepayments and deposits paid

As explained in note 3, prepayments and deposits paid
are initially measured at fair value, and are subsequently
measured at amortised cost using the effective interest
method. Appropriate allowances for estimated
irrecoverable amounts are recognised in profit or loss
when there is objective evidence that the asset is
impaired.

The identification of bad and doubtful debts requires the
use of judgement and estimates of expected future cash
inflows. Where the expectation is different from the
original estimate, such difference will impact carrying
value of prepayments and deposits paid and recognised
as doubtful debts expenses in the year in which such
estimate has been changed. The directors of the
Company are satisfied that this risk is minimal and no
allowance for doubtful debts was provided during the
year ended 31 December 2016 (2015 HKS$Nil). The
carrying amount of prepayments and deposits paid as at
31 December 2016 was approximately HK$14,000 (2015:
HK$250,000).

RABREHR - EAERTEMBFE
BEMBBENREEFRHERAEN
EXEBRNGEFTITEERENEENR
RAR

(a)

ANREAREN RS MG
EER

INMTEESFAE - RN RENREMIR
EMNFRATFERE  HERE
BRAESEAN B AT E - fE
FOEBRBRrEERNE Ay
P18 25 P B AR A fil BT T AJ M [E1 5K
TAYE L EE B

HRIRERFTEHEFARES
=B R R AT o WS TR
BRINREER - IEEERB
FEINFHAGTHREGNFE
BENFEREMZESHNERERER
BRAERERYX - ARRE=EE
MZEREMAY ERZERIE
HYXREBEZE-_ZT—X~"F+=-A=
+—BLEFEEHEBH(CE—5R
FifE) - A TE—RNFE+-A=
+—H BNFEREMESH
BREEZ 514,000 T (—ZE—*h
£ : 250,000/ 7T) °
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4. KEY SOURCE OF ESTIMATION (Continued)

(b)

(c)

Useful life and residual value property, plant
and equipment

The management determines the residual value, useful
lives and related depreciation charges for its property,
plant and equipment. These estimates are based on the
historical experience of the actual residual value and
useful lives of plant and equipment of similar nature and
functions and may vary significantly as a result of
technical innovation and keen competition from
competitors, resulting in higher depreciation charge and/
or write-off or write-down of technically obsolete assets
when residual value or useful lives are less than
previously estimated. The carrying amount of property,
plant and equipment as at 31 December 2016 was
approximately HK$Nil (2015: HK$Nil).

Income tax

The Company is subject to income tax. As a result of the
fact that certain matters relating to the income tax have
not been confirmed by the local tax bureau, objective
estimates and judgements based on currently enacted tax
laws, regulations and other related policies are required
in determining the corporate income tax, where the final
tax outcome of these matters is different from the
amounts originally recorded, the differences will impact
the corporate income tax and tax provisions in the
period in which the difference arise.

5. REVENUE AND SEGMENT INFORMATION

No revenue and segment information were presented as the
Company did not conduct business during the year.

4.

5.

HETHEERIR(E)

(b)

(c)

Mk BMERREZTRFH
kAR EE

EEEETHEDE BELRZE
ZRGEE  JEFH AR
ERAY  WEMFLHEEUEER
MINEE 2 BB Rl 2 BB R &
BELRTBFHAEERED
MEMBFAERKREBRFYF
ZHRBEF  AJRESFREAED
AAFEHREREANRE - HE %
EE= A BF LR 2B fEEr
AEBZEREBHEMNTERY -
A SRS Sk OB BRI E R 2 &
E -R_E—RNE+_A=1+—
H W% BEKIENEKRAA
NES(ZZT—RHF HE)-

FRrE#H

RRABEGHNAEH - ERET
I R T AR C B SR ]

MBERRTHER REELE
PrEieE  BAERERITCHEM

BB OR - 15 15 e B b AH BE DR SR AF
HWEEGEERAE  —BlES
THH) SR ERTER R
AZBE EHREZERTEZE
BB HR e RAEHR LR
TR e

i &% & 7 %8 & #

MEZ2JWamkyBER  BRAR
ARFERLELERT -
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6.

LOSS BEFORE TAXATION

The Company’s loss before taxation is arrived at after charging

the amounts as set out below.

6. BREAIERE

ARTBBABEENB TR -

2016 2015
ZE-RF —T—hF
Note HK$'000 HK$'000
Bt TH T FAET
Loss before taxation has been KBTI EEED
arrived at after charging: B T Al &S 18
Staff costs (including directors’ BEIXRA(BEES
emoluments): ) -
— Salaries and wages — IT& R 600 =
— Retirement benefit scheme — RARESFEIHE K
contributions 12 —
612 —
Depreciation of property, plant and % - B E & & & 11
equipment e — 47
Auditors’ remuneration 1% SR % B 550 708
Loss on disposal of property, plant H&E¥E « B E &R E
and equipment Z B8 — 495
Operating lease rental expenses g2EHERSAX — 268




7.

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS

2016 8 KEIFEZERERLH

For the year ended 31 December 2016 # 2 = F —NF+ = A=+ —HIFE

7. EBERESHMH

(a) Directors’ emoluments () EEFHM
2016 2015
ZE-ARF —T—hF
HK$'000 HK$'000
FHET FH&T
Directors 55

— Basic salaries, housing allowances, — EA#H4 - EE=ZR

other allowances and HAth 2R R EYREF
benefits-in-kind 600 =
— Contributions to retirement plans — RIRET B K 12 —

612
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For the year ended 31 December 2016 # 2 = F —NF+=H=+—HI F&E

7. DIRECTORS’ AND EMPLOYEES’ 7. EEREEHME)
EMOLUMENTS (Continued)
(a) Directors’ emoluments (Continued) () EEHM(AE)
Details of the emoluments paid or payable to the B A5 3k FE M Bl AR A 5] = = i B
individual directors of the Company are as follows: HET:

Year ended 31 December 2016
BE-_Z—AF+-A=+—-HLEE

Retirement
benefit
Directors’ scheme Other
Fees contributions emoluments Total
B 3EF
BE=we i REEA H 1th 5 BA g
HK$'000 HK$'000 HK$'000 HK$000
FHT FHT FTExT FExT
Executive directors: HITES:
— Dr. Choi Chiu Fai, Stanley, — BHERL ([EEL])
“Dr. Choi” (note i) (Hf 3ED 120 6 — 126
— Mr. Choi Ka Wai, “Mr. Choi” — BERREEE(ELLE]D
(note ii) (Bt 3D 120 6 — 126
— Mr. Wang Delin, “Mr. Wang” — IEMEETELRED
(note iii) (B & iii) - - - e
— Mr. Ng Kwong Chue Paul, “Mr. Ng” — 2% 8B&E 4 ([RE4])
(note iv) (B &Eiv) — — — —
Non-executive director: FHITES:
— Ms. Kou Mei In, “Ms. Kou” —mEHz(mxLl)
(note v) G — — — -
Independent non-executive BYFHTES:
directors:
— Mr. Ha Kee Chay Eugene, — BEHARE(EXRE]D
“Mr. Ha" (note vi) (Ff &£ vi) 120 — — 120
— Mr. Szeto Tat Knan Brandon — RIfEEMELE ([RIREELED
“Mr. Szeto” (note vii) (B = vii) 120 — — 120
— Mr. Fok Wai Shiny Zddie — ERBPEE(ELRE)D
“Mr. Fok” (note viii) (P = viii) 120 — — 120
— Mr. Sze Lin Tang, “Mr. Sze” — mEEEE(HEE]D
(note ix) GEY — — — —
— Mr. Qiu Xiaohua, “Mr. Qiu” — MEEELRE(TEELE]D
(note x) (B 2 x) — — — -

600 12 - 612
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DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(a) Directors’ emoluments (Continued)

Details of the emoluments paid or payable to directors of
the Company are as follows:

7. EBEREEHMAE

() EE=%HMA)

ERESATEVNGE £ 21 =1
o

Year ended 31 December 2015
BE-_ZT—RAE+-_A=t—HIt&EE

Retirement
benefit
Directors’ scheme Other

Fees contributions emoluments Total

SE YRR F
EEH0e ST B H fth, 5 B 4B
HK$'000 HK$'000 HK$'000 HK$'000
F& T F#& T F#& T F#& T

Executive directors: HITES:

— Mr. Zhao Chuan Wen, “Mr. Zhao  — MEX k-
cwW” (THEEXEED

— Mr. Zhao Yu, “Mr. Zhao" — EFAEE(HEELED

— Mr. Wang Delin, “Mr. Wang” — IEMEETELEED
(note iii) (B &iii)

— Mr. Ng Kwong Chue Paul, “Mr. Ng” — RYBEHRAE(TRELE])
(note iv) (Bt &Eiv)

Non-executive director: FHITES:

— Ms. Kou Mei In, “Ms. Kou” —mEHz(mxLl)
(note v) (B FEv)

Independent non-executive BYFHTES:

directors:
— Mr. Sze Lin Tang, “Mr. Sze” (note ix) — i & /& %5 4 ([HB 55 4 1)
(P 3E ix)

— Mr. Qiu Xiaohua, “Mr. Qiu” (note x) — FEPBEHE S A4 ([ER 5% A& |)
(B 5 %)
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For the year ended 31 December 2016 Bl 2 —F — NF+ A=+ —HILFE

7. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(a)

Directors’ emoluments (Continued)

During the year ended 31 December 2016, no
remuneration was paid by the Company to the directors
of the Company as an inducement to join or upon
joining the Company or as compensation for loss of
office (2015: Nil).

Notes:

i) Dr. Choi was appointed as executive director and chairman of the
Company with effect from 29 January 2016 and 19 February
2016 respectively.

ii) Mr. Choi was appointed as executive directors of the Company
with effect from 29 January 2016.

iii) Mr. Wang was appointed as executive director and chief executive
officer of the Company with effect from 18 August 2011 and
resigned as executive director and chief executive officer of the
Company on 19 February 2016.

7.

ESkEEFME)

(a)

ESHW A

REBEE-FT-R"FT-A=1+—
BIEFE KRR L ERF KRR
EEXNHFEM - UERMBEAR
MEBISERRBEENIE (=
E-HF |

B

i) BELTHIN_TE-—RF-A=+
NhBRZZE—XRF-_A+hH-

ii) BEER-T-—RF—A=-tNH
EZERARBNTES -

i) ITRERZEREARNTEER
THEH RZZ2——FNATN
BRER UARR-_F—XRF_H
THAEBEARBARTESERITR
HE -
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DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(a)

Directors’ emoluments (Continued)

iv)

v)

vi)

vii)

viii)

Mr. Ng was appointed as executive director of the Company with
effect from 5 September 2013 and resigned as executive director
of the Company with effect from 19 February 2016.

Ms. Kou was appointed as non-executive director of the Company
with effect from 5 September 2013 and resigned as non-
executive director of the Company with effect from 19 February
2016.

Mr. Ha was appointed as independent non-executive director of
the Company with effect from 29 January 2016.

Mr. Szeto was appointed as independent non-executive director
of the Company with effect from 29 January 2016.

Mr. Fok was appointed as independent non-executive director of
the Company with effect from 29 January 2016.

Mr. Sze was appointed as independent non-executive director of
the Company with effect from 5 September 2013 and resigned
as independent non-executive director of the Company with
effect from 19 February 2016.

Mr. Qiu was appointed as independent non-executive director of
the Company with effect from 1 January 2014 and resigned as
independent non-executive director of the Company with effect
from 19 February 2016.

7.

ESkEEFME)

(a)

ESHW A

iv)

Vi)

vii)

viii)

REEBZT—=FALARBRE
RERARRMITESE RE-F
—REZATHhAREBEARRT
HITES -

BRTAZTE—=FNLARAAEE
ZERKARFHTES RAZ
E-R"F_ATALBREBRELR
AIERTESE -

BEAEN-_ZT—XRE—A=-tAIA
BZERARABBILIFATES -

AEEER_ZE-—RF-A=TAh
REZEAARARBIYIFNTE
= o

ERERZZE—RFE—A=+NA
BEXTRALBBLERITES °

MAEEBE-_T-—=FAARARE
REAARBBIUFRPITES R
B-ZE-R"E_AtTNLBEERE
RRBBUFPNTES ©

BEER_FT-—NF-—A—HEZ
ERARRBIERATES KB
—E-RE_ATNAAEEREAR
REABIUFATES °

107



108

Daqing Dairy Holdings Limited Annual Report 2016

For the year ended 31 December 2016 Bl 2 —F — NF+ A=+ —HILFE

7.

DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

(b)

Employees’ emoluments

Of the five individuals with the highest emoluments in
the Company, three were the directors of the Company
for the year ended 31 December 2016 (2015: None were
the directors of the Company), details of whose
emoluments are included in the disclosures above.

The emoluments of the individual during the year ended
31 December 2016 (2015: None) were as follows:

7.

ESkEEFME)

(b) &S %M

REBE-_ZE—XR"F+=-A=+—
BIEFEE  ARFHZRSHFA
THE=ZRAEARAES(ZZ—
AF MEARRESR) BEHF
BB &N ESXHES -

BLEFE - AL (ZE—1
FOENFMMAOT

2016 2015
—E—RE —EF—HF
HK$'000 HK$'000
FET FE T

Salaries and allowances BN % Ah
Retirement benefit scheme

contributions

During the years ended 31 December 2015 and 2016,
the emoluments of each of the five highest paid
individuals were within the band of nil to
HK$1,000,000.

During the year ended 31 December 2016, no
remuneration was paid by the Company to any of the
five individuals with the highest emoluments in the
Company as an inducement to join or upon joining the
Company or as compensation for loss of office (2015:
HK$Nil).

EARAR B 5 &R

BHE_ZT AR F+
AT —HIEFE EE&e
FALTZENTFHHONTER
1,000,000/ 7T Z #i (&

REBE-_FT-R"FT-A=1+—
BIESFE ARAYLERARF
hERSHFALTINME (ZF—
EF:THT) UERMBAA
MEBSIERBEREENMS -



INCOME TAX EXPENSES

Hong Kong Profits Tax rate was 16.5% (2015: 16.5%). No
provision for Hong Kong Profits Tax has been made as the
Company did not have any assessable profit arising in Hong

Kong for the year.

The income tax expenses can be reconciled to the loss before
taxation per the statement of profit or loss and other

comprehensive income as follows:

2016 8 KEIFEZERERLH

For the year ended 31 December 2016 # 2 = F —NF+ = A=+ —HIFE

8. FiEHAX

B HEE -

EBFEMREBI65% (ZFE—FHF:
16.5%) - HRARB R FERNBERES
EEXEMERFEN Y EEHS

e EEa Rk EtbE2EmkaR
WE BRI AT B SRR T -

2016 2015
ZE-RF —T—RF
HK$'000 HK$'000
FET FHET
Loss before taxation BR T4 Al &5 18 (8,835) (3,411)
Tax at the Hong Kong tax rates BREREREZHIE (1,458) (563)
Effect of unrecognised deductible losses and 7k fE 32 A #5 40 /&5 18 K2
deductible temporary differences AENEREERLN
- 1,458 563
DIVIDEND 9. KE

No dividend has been paid or proposed by the Company
during the year ended 31 December 2016 (2015: HK$Nil).

B—HF:-FRIL) -

AAARBE-E—AET-A=+—
B L 47 /8 3 4 S SRR FE IR 8. (=
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For the year ended 31 December 2016 # 2 = F —NF+=H=+—HI F&E

10. LOSS PER SHARE ATTRIBUTABLE TO 10. 2R HEEABLEEBRELRE
OWNERS OF THE COMPANY B
The calculation of the basic loss per share attributable to RAREBABRGEERERNEE TR
owners of the Company is based on the following data: BTIHEAE:
2016 2015
—E-XEF —T—h#F
HK$'000 HK$'000
FTHET FAET
Loss B8

Loss for the year attributable to owners of the Rt E & MK & ANEE
Company for the purpose of basic loss per ZARAE BB AL

share FREE (8,835) (3,411)
2016 2015
—E—XEF —E—FF
Number of shares BB EE
Weighted average number of ordinary shares Rt EFRENEIEZ
for the purpose of basic loss per share I3 AR I RE TS E 1,010,500,000 1,010,500,000
Diluted loss per share were same as the basic loss per share as BAMEFENEETHELRAR

there were no potential dilutive ordinary shares in both years. WEREEEIEAGREARNEBHER -
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11. PROPERTY, PLANT AND EQUIPMENT "M NE- -BREREKE
Furniture,
Leasehold fixtures and
improvement office equipment Total
B BEELEBER
HEWEEB WAERE &t
HK$'000 HK$'000 HK$'000
FHExT FHExT FHE T
coSsT 2%
As at 1 January 2015 RZZE—RF—A—H = = =
Additions NE — — —
As at 31 December 2015 and RZZE—AF+=-A=+—H
1 January 2016 k=Z—X"&—H—H = = =
Disposal/written off i — — —
As at 31 December 2016 R=-ZB-XE+=-A=+—-8 — — —
ACCUMULATED DEPRECIATION RETE
As at 1 January 2015 RZE—hF—HA—H = = =
Charged for the year FAZH = = =
As at 31 December 2015 R-_ZE—RHFE+_-_A=+—8H
and 1 January 2016 E=—Z—-R"¥—H—H — — —
Charged for the year FAZMH — — —
Disposal/written off W& B M — — —
As at 31 December 2016 R=ZZ—-XRE+=ZH=+—H = = =
NET BOOK VALUES REFEE
As at 31 December 2016 R=ZZB-XE+=A=+—-8 — — —

As at 31 December 2015 R-_ZE—RHFE+-_A=1+—8H = = =
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N
1
N

The above items of property, plant and equipment, other than
construction in progress, after taking into account of their
estimate residual values, are depreciated on a straight-line
basis at the following rates per annum:

Leasehold improvement 5 years
Furniture, fixtures and office equipment 5 years

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the property, plant
and equipment of the Company for the current and the
previous years as of the date of approval of the financial
statements.

ME - BELREHLRER - BRER
TN SAREMBFRBREER  RIE

UTER R E GRS
REMEREE 5%
B BERERBARE 5

IS mMKR M 21 E - AR A
EEARREKIREHART RBUS &
BARMBRARARAFERBEFEL
TEEMALE - AREMRLED
TEUALAEEMEEEEYL & E
ERERNBR  ARAREREENE
BREHUBEAFERBEFE 2 /&
g oo At RMBHRERMAERY > Ao
AEEH TR ARAAFERBEF
BEZW% BERSKEZETE FE
NEFEZERBEHR -
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12. PREPAID LEASE PAYMENTS

2016 £} KREAXZERERAF

X}

12. AHHEER

As at As at

31 December 31 December
2016 2015
R=—ZB—XF R_E—RF
+=—A=+—-H +=ZA=+—H
HK$'000 HK$'000
FET FET

Analysed for reporting purpose as: LZERAEINTAET
— Non-current assets — ERBEE
— Current assets — REBEE

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the prepaid lease
payments of the Company for the current and the previous
years as of the date of approval of the financial statements.

N S R M 2P - AR A
EERERINNBHAARF REUH &
BABRMBRARRNAFERBREFEZ
SEBRM RS - ARKRM R ED
e R A MR & E A E I I & [0 e
EMERNBER ARREFTBELE
BREMUBEAFERBEFEZSE
g o Eit - REBHRILERY - AR
AEEHRIRARRAAFERBESF
EZRANHEERRERTE FERE
EHEREH -
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13.

For the year ended 31 December 2016 Bl 2 —F — NF+ A=+ —HILFE
INTANGIBLE ASSETS 13. BEEE
Trademarks
(GRS
HK$'000
FHExT
COST R A
As at 1 January 2015 R—ZE—RF—HF—H —
Additions nNE —
As at 31 December 2015 and 1 January 2016 R_ZT—RAF+_A=+—HBXK
—E—XRF—A—H —
Additions NE —
As at 31 December 2016 R-ZE-XR"FE+=ZHA=+—H =
AMORTISATION 5

As at 1 January 2015
Charge for the year

As at 31 December 2015 and 1 January 2016

Charged for the year

As at 31 December 2016

CARRYING VALUES
As at 31 December 2016

As at 31 December 2015

\—7 ﬁfﬁ ﬂ_El
FAXH

R-ZE—RF+-_A=+—HEK
—E—RF—H—H

FARTH

R=ZE—XR"E+=-A=+-—H

AR E
R-ZE—XR"FE+=ZA=+—H

R-ZE—RAF+=-_A=+—H
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For the year ended 31 December 2016 #{ 2 —F —~NF+ZH =+ —HIFFJ2

The amounts were amortised on a straight-line basis over a
period of 10 years.

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the intangible assets
of the Company for the current and the previous years as of
the date of approval of the financial statements.

ZECRDBRBIOCFHRIZEG LS

MM MR T2 WE - AR A
EEREHIREHARR REUHLR
BABRMBRARRNAFERBREFELZ
SEBRM RS - ARKEM &L ED
e B A MR & E A E IR I & [0 e
EMERNGBER ARREFTBELE
BREMUBEAFERBEFREZSE
g o Eit - REBHRIERY - AR
BAESEHM IR AR ARFEFRERBESF
EZEVEEROTE TFERER
BREH -
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The following are the Company’'s major deferred tax assets/
(liabilities) recognised and the movements thereon, during the

UTR/ARBREMFER LEFER
ROELEREEE(AB)REE

current and prior years: B
Timing Fair value  Withholding
difference adjustments tax on
on expenses on undistributed
recognition acquisition dividend Total
BRAEXHE WBRATE XI2BEREE
BHHEER A ik #t
HK$'000 HK$'000 HK$'000 HK$'000
TERT FTHERT TERT FET

As at 1 January 2015

Charge to profit or loss

S
HPNE -

As at 31 December 2015 and
as at 1 January 2016

R=F—EF+=A=+—8
kR=ZZ2-—XE—HA—H
Charge to profit or loss FTAB

As at 31 December 2016 R=—T—XE+=-HA=+-—H

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to
completeness and the accuracy of the deferred tax assets/
(liabilities) of the Company for the current and the previous
years as of the date of approval of the financial statements.

MM RMRM T2 WE - AR A
EEREHIREHARR REUHAR
BABRMBRARRNAFERBREFEZ
SEBRM RS - ARKRM R ED
e B A MK & E A E IR I & [0 e
EMERNBER  ARREFBELE
BREMUBEAFERBEFEZSE
g o Eit - REBHRILERY - AR
BAESEHM IR AR ARFRERBESF
BEZBRERBALEE,/ (ABEIRER

REMEZRRER -
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For the year ended 31 December 2016 Bl 2 —F — NF+-H=+—HIFZF
INVENTORIES 15. #&
As at As at
31 December 31 December
2016 2015

R-B—XRF R-ZZT—AF
+=A=+—-HB +-H=+—H

HK$’000 HK$'000
FET FAT
Inventories rE — —
As disclosed in note 2.1 to the financial statements, the WA TS IR R 2T H R - AR A
directors of the Company have been unable to locate and to EEREKIREBARF LRIV
get access to the complete books and records of the Company EAENBRARARAEFERBAFEZ
and the De-consolidated Subsidiaries for the current and the TEREMERSE - BAREMEREHET
previous years. Given the incomplete books and records and TER A RANEE R EE R E I &G E
the previous management of the Group did not response to FHEROBER  ARAEEEERE
any request for information, it is impossible and impracticable BRERUREAFERBEFE 24
for the directors of the Company to ascertain the balances for g Bt - R mRMERE - X2
the current and the previous years. No representation is AEEU IR AGEFERBEFE 2T
therefore made by the directors of the Company as to ERETEREMEBERER -

completeness and the accuracy of the inventories for the
current and the previous years as of the date of approval of
the financial statements.
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For the year ended 31 December 2016 # 2 = F — N#F+=-H=+—HIF

16. PREPAYMENTS AND DEPOSITS PAID 16. A RERENZSE

As at As at

31 December 31 December

2016 2015

R=-ZB—XREF RZZE—hHF

+=—HA=+—H +=ZA=+—H

HK$'000 HK$'000

TE T FAT

Prepayments SEEN 14 250
Deposits paid EfNES — =
14 250

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate the
complete books and records of the Company for the current
and the previous years. Given the incomplete books and
records and the previous management of the Group did not
response to any request for information, it is impossible and
impracticable for the directors of the Company to ascertain
the balances for the current and the previous years. Neither
representation is therefore made by the directors of the
Company as to the completeness, existence and accuracy of
the prepayments and deposits paid of the Company, nor
perform a detailed analysis of the Company’s prepayments and
deposits paid aging, credit policy and impairment assessment
for the current and the previous years as of the date of
approval of the financial statements.
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17. BANK BALANCES AND CASH

As at 31 December 2016, the Company’s bank balances carry
market interest rate of 0.01% per annum (2015: 0.01% per

annum).

The Company’s bank balances and cash denominated in the

following currencies:

2016 8 KEIFEZERERLH

For the year ended 31 December 2016 # 2 = F —NF+ = A=+ —HIFE

17. RITEBRRBEE

R-F—AF+=_A=+—A AR7
B8 17 45 #4120 45 4F 71 0.01% (%
—RE:EFEK001%) B -

ARBNBTER AR EEE
LIRS

As at As at
31 December 31 December
2016 2015

R=F—-"E RZFT—IF
+=A=+-8 +=A=+-H

HK$’000 HK$'000
F#&E T FHT

Currency: 5 ik
United States Dollars == 44 44
HK$ BT 31 35
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As disclosed in note 32 of the Group’s consolidated financial
statements for the year ended 31 December 2010 (the “2010
Financial Statements”), a bank balances and cash amounted to
approximately RMB11,523,000 was recorded on the statement
of financial position of the Company at 31 December 2010.
Except for bank balances of approximately RMB3,000, the
directors of the Company have been unable to locate the bank
accounts and whereabouts of the bank balances and cash. The
Company engaged the Forensic Accountants to conduct
investigations, including (i) send letters to the Predecessor
Auditors to request them provide the relevant bank
information; and (ii) send letters to banks in Hong Kong
(including licensed banks, restricted licensed banks and
deposit-taking companies) (collectively referred as to the
“Banks”) to make enquiry on whether the Company
maintained any bank accounts in the Banks. However, as of
the date of approval of the financial statements in the
previous years, the Predecessor Auditors only replied that the
relevant information was not available as it was located in
their PRC office. In addition, no Banks has indicated the
existence of any bank accounts of the Company up to the
date of these financial statements in the previous years. Given
these circumstances, the directors of the Company recognised
a loss of approximately RMB11,520,000 as other suspense
accounts in the statements of profit or loss and other
comprehensive income for the year ended 31 December 2011.

WU AEFEEHEEZE—ZT—ZFTF+_A=1+
—HLEFENGEWBERER(ZZ2—F
FEHEHRERDMEAWE - BT
gh MR & A R¥11,523,000 B 52 A
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E()VEE TR EZ SR ERE TR M
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T(BIEFERIT  AREERIRITR
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TERE - A - RBAEFEMBRERI
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As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to books and records of the Company, including
books and records of certain bank transactions of the
Company took place for the current and the previous years.
Given incomplete books and records of the Company and the
Company’s previous management did not response to the
request for information, it would be impossible and
impracticable to ascertain these bank transactions which took
place for the current and the previous years and to obtain
sufficient documentary information to satisfy themselves
regarding the nature, completeness, existence and accuracy of
the bank transactions. Given these circumstances, the directors
of the Company have recognised (i) losses of approximately
HK$10,543,000 and HK$2,538,000 in respect of the aggregate
amounts of the credit balances of bank transactions took place
during the vyears ended 31 December 2012 and 2013
respectively as other suspense accounts in the statements of
profit or loss and other comprehensive income for the year
ended 31 December 2012 and 2013 respectively; and (ii)
liabilities of approximately HK$13,142,000 in respect of the
aggregate amounts of the debit balances of bank transactions
took place during the year ended 31 December 2012 and
2013 as other payables in the statements of financial position.

No representation is therefore made by the directors of the
Company as to the completeness, existence and accuracy of
the bank balances and cash transactions for the current and
the previous years as of the date of approval of the financial
statements.
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Accrued expenses FEFT R
Amount due to a deconsolidated subsidiary  EfTEUE 4R A AR
NN @]
Amount due to related parties FE 1~ A 2 5 5K IE
Other payables E th & < 518

As disclosed in notes 2.1 and 17 to the financial statements,
the directors of the Company have been unable to locate and
to get access to the complete books and records of the
Company and the De-consolidated Subsidiaries. In addition, the
directors of the Company have been unable to locate books
and records of certain bank transactions took place for the
current and the previous years. Given the incomplete books
and records and the previous management of the Group did
not response to any request for information, it would be
impossible and impracticable to ascertain these bank
transactions took place for the years ended 2011, 2012 and
2013. It would also be extremely difficult and time consuming
to obtain sufficient documentary information to satisfy
themselves regarding the nature, completeness, existence and
accuracy of these bank transactions. Given these
circumstances, the directors of the Company have recognised
(i) liabilities of approximately HK$13,142,000 in respect of the
aggregate amounts of the debit balances of bank transactions
took place for the years ended 31 December 2012 and 2013;
and (i) liabilities of approximately HK$4,552,000 in respect of
the directors of the Company have been unable to locate
relevant books and records in the statements of financial
position.

As at

31 December
2015
R-_E—AF
+=—HA=+—8©
HK$'000
FHT

5,728

1,028
5,252
17,694

29,702
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As further disclosed in note 2.1 to the financial statements,
the directors of the Company have been unable to locate and
to get access to the complete books and records of the
Company and the De-consolidated Subsidiaries for the current
and the previous years. Given the incomplete books and
records and the previous management of the Group did not
response to any request for information, it is impossible and
impracticable for the directors of the Company to ascertain
the balances of the amount due to a deconsolidated subsidiary
and other payables for the current and the previous years. No
representation is therefore made by the directors of the
Company as to the completeness, existence and accuracy of
accrued expenses and other payables for the current and the
previous years as of the date of approval of the financial
statements.

Amounts due to related parties were interest-free and
repayable on demand.
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19. BORROWINGS

9. B

As at As at
31 December 31 December
2016 2015

R=-ZB-X§ RZZT—h%F
+=A=+—-H +=—A=+—H
HK$’000 HK$'000
FET FAET

Bank borrowings AT HE K
— 4

— Unsecured

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the borrowings for
the current and the previous years as of the date of approval
of the financial statements.
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20. SHARE CAPITAL 20. A
Number of Share capital
shares B% 2
BB EE HK$°000
FExT
Ordinary shares A
Authorised: ETE
As at 1 January 2015, 31 December RZ-Z—HF—A—H =—Z—H
2015, 1 January 2016 and F+-_A=+—H -—ZT—XF
31 December 2016 —A—BER_ZE—R"F+-A=
(HK$0.00001 each) +—H (& #&0.00001% 7T) 38,000,000,000 380

Number of Share capital
shares B% 2=
BHEE HK$'000
FET
Issued: BT
As at 1 January 2015, 31 December —ZE—HF—H—H -
2015, 1 January 2016 and —Z—RF+-A=1+—H"
31 December 2016 —E-R"F—A—HK
—E-ARFE+-_A=1+—H 1,010,500,000 10
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As set out in note 15 to the interim condensed consolidated
financial statements of the Group for the six months ended 30
June 2011 which were authorised for issue on 18 August
2011 (the "2011 Interim Report”), the Company’s share option
scheme (the “Scheme”) was adopted pursuant to a resolution
passed on 10 October 2010 for the purpose to reward the
directors and employees who have contributed to the Group
and to encourage the directors and employees to work
towards enhancing the value of the Company and its shares
for the benefit of the Company and its shareholders as a
whole, and will expire on 9 October 2020. Under the Scheme,
the board of directors of the Company may grant options to
eligible employees, including directors of the Company and its
subsidiaries, to subscribe for shares in the Company.

The maximum number of shares which may be issued upon
exercise of all options to be granted under the Scheme of the
Company shall not, in the absence of shareholders’ approval,
in aggregate exceed 10% in nominal amount of the aggregate
of shares in issue on the listing date.

The maximum number of shares issued and to be issued upon
exercise of the options granted to each grantee under the
Scheme in any 12-month period shall not exceed 1% of the
shares in issue for the time being.

Where any further grant of options to a director or employee
would result in the shares issued and to be issued upon
exercise of all options granted and to be granted to such
person (including exercised, cancelled and outstanding options)
in the 12-month period up to and including the date of such
further grant representing in aggregate over 1% of the shares
in issue, such further grant must be separately approved by
shareholders in general meeting with such director or
employee and his associates abstaining from voting. The
Company must send a circular to the shareholders disclosing
the identity of the director or employee in question, the
number and terms of the options to be granted (and options
previously granted to such director or employee) and such
other information required under the Listing Rules.
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SHARE-BASED PAYMENTS (Continued)

At any time, the maximum number of shares which may be
issued upon exercise of all options which then have been
granted and have yet to be exercised under the Scheme shall
not in aggregate exceed 30% of the shares in issue from time
to time.

No share options have been granted pursuant to the Scheme
during the years ended 31 December 2015 and 2016.

21.
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22. FINANCIAL INSTRUMENTS

(a)

(b)

Categories of financial instruments

22. €@ T H

(@ EWMIAZSE

2016 2015
—E—XE —E—RE
HK$'000 HK$'000
FE T FB T
Financial assets ERMEE
Loan and receivables (including ER R ERF (BRERITER
bank balances and cash) FIRE) — —
Financial liabilities cEasE
Amortised cost #5H K AR 38,297 29,702

Financial risk management objective and
policies

The Company’'s major financial instruments include
deposits paid, bank balances and cash and accrued
expenses and other payables. Details of these financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments and the
policies on how to mitigate these are set out below. The
Company manages and monitors these exposures to
ensure appropriate measures are implemented on a
timely and effective manner.

There has been no change to the Company’s risk
exposure in respect of financial instruments or the
manner in which it manages and measures the risks.

(b) TREMREEEEREE

ARAIMEESRTABEEN
Be  ROTEHRLRE MEH
X ZEeMIANFBRER
HEMER - BZEoRTAR
5 E 2 e % 4n ] P 4 oL B 9 R 3R
BN TX e AR EE R EEZX
FREBRATEREEB Y ETE

B e
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HETR K 8 6 b 1 77 =X 451 4
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22. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objective and
policies (Continued)

Market risk
Foreign currency risk

The Company operates in Hong Kong. There is no
material foreign exchange risk noted for the Company as
the operations and customers of the Company are
located in Hong Kong with most of the assets and
transactions denominated and settled in Hong Kong
Dollars, which is the functional currency of the
Company.

Liquidity risk management

The Company manages liquidity risk by regularly
monitoring current and expected liquidity requirements
and ensuring sufficient liquid cash and intended credit
lines of funding from major financial institutions to meet
the Company’s liquidity requirements in the short and
long term. The liquidity risk is under continuous
monitoring by management. The Company will raise or
refinance bank borrowings whenever necessary.

At the end of the reporting period, the Company did not
have significant exposure to liquidity risk.

The contractual maturities at the end of the reporting
period of the Company’s financial liabilities which are
required to be repaid on demand or within one year
amounted to approximately HK$38,297,000 (2015:
HK$29,702,000).

2016 £} KREAXZERERAF

EMTAE)
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22. FINANCIAL INSTRUMENTS (Continued)

22. ST E(E)

(b) Financial risk management objective and (b) eHEAREEEERBEK
policies (Continued) (#&)
Liquidity risk management (Continued) REELEREEE(E)
Weighted
average Total
effective On demand Between contractual Total
interest or less than 1and5 Over undiscounted carrying
rate 1 year years 5 years cash flows amount
MEFEH RERIR RFTREHNE
A = —FEn —FZRF BBAF ERBHEE B [ 48 8
% HK$000 HK$'000 HK$'000 HK$'000 HK$000
% FTERT FTER FTER TER TER
At 31 December 2016 R-B-XE+=A
Er=E
Non-derivative instruments FETETAR
Accrued expenses e X - 4,254 - - 4,254 4,254
Amount due to a deconsolidated ERTBEEARZ
subsidiary (o NCTE ] - 1,028 — — 1,028 1,028
Amount due to related parties FEfBRE T RIA - 15,321 — — 1,5321 15,321
Other payables H e 5R0E - 17,694 - - 17,694 17,694
38,297 — — 38,297 38,297
Weighted
average Total
effective  On demand Between contractual Total
interest  or less than 1and 5 Over  undiscounted carrying
rate 1 year years 5 years cash flows amount
MEFE RERFHR RAFRENR
il = —Ex —FZHF BBELF LREAN REAE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
% FHET FET FET FET FET
At 31 December 2015 R-Z—h1%F
+=A=+-—H
Non-derivative instruments FITETER
Accrued expenses A X = 5,728 = = 5,728 5,728
Amount due to a deconsolidated ERTBHREEARZ
subsidiary Wi A R I = 1,028 = = 1,028 1,028
Amount due to related parties FEfF B 7 5B = 5,252 — — 5,252 5,252
Other payables H i fE S 5R0E = 17,694 = = 17,694 17,694
29,702 — — 29,702 29,702
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(c) Fair value of financial instruments

The directors of the Company consider that the carrying
amounts of financial assets and financial liabilities
recorded at amortised costs in the financial statements
approximate to their fair values.

The Company’s primary objectives when managing capital are
to safeguard the abilities of the entities in the Company to
continue as a going concern, so that it can continue to
provide returns for shareholder of the Company and benefits
for other stakeholders, by pricing products and services
commensurately with the level of risk and by securing access
to finance at a reasonable cost.

The directors of the Company actively and regularly review and
manage the Company’s capital structure to maximise the
returns to shareholder through the optimisation of the debt
afforded by a sound capital position, and make adjustments to
the capital structure in light of changes in economic
conditions. The Company’s overall strategy remains unchanged
from 2015.

Consistent with others in the industry, the Company monitors
its capital structure on the basis of the gearing ratio. At 31
December 2016, the Company’s gearing ratio was undefined
because the Company did not have any borrowings at the end
of each reporting period.
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24. RETIREMENT BENEFIT PLANS

25.

The employees of the Company in the PRC are members of a
state-managed retirement benefits plans operated by the PRC
Government. The Company is required to contribute a
specified percentage of its payroll costs to the retirement
benefits scheme to fund the benefits. The only obligation of
the Company with respect to the retirement benefits plans is
to make the specified contributions under the scheme.

The amounts of contributions made by the Company in

respect of the retirement benefit plans during the year ended
31 December 2015 are disclosed in note 6.

RELATED PARTY TRANSACTIONS

(@) Balances with related parties
Save as disclosed in notes elsewhere to the financial
statements, the Company did not have any significant
material related party transactions during the year.

(b) Key management personnel emoluments

The remuneration for key management is disclosed in
note 7.

25.
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As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the disclosure of
commitments for the current and the previous years as of the
date of approval of the financial statements.

As disclosed in note 2.1 to the financial statements, the
directors of the Company have been unable to locate and to
get access to the complete books and records of the Company
and the De-consolidated Subsidiaries for the current and the
previous years. Given the incomplete books and records and
the previous management of the Group did not response to
any request for information, it is impossible and impracticable
for the directors of the Company to ascertain the balances for
the current and the previous years. No representation is
therefore made by the directors of the Company as to the
completeness, existence and accuracy of the disclosure of
contingent liabilities for the current and the previous years as
of the date of approval of the financial statements.

Save as disclosed elsewhere in the financial statements, the
Company had the following events after the end of the
reporting period:

(@) The 17 February 2017 announcement

Ms. Wong Po Ling Pauline has tendered her resignation
as the company secretary of the Company and Mr. Wong
Chun Kit has been appointed as the company secretary
of the Company.
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28. EVENTS AFTER THE REPORTING PERIOD
(Continued)

(b)

(c)

(d)

The 21 February 2017 announcement

The Company clarified and supplemented that the
resumption proposal involves the grant of a whitewash
waiver as completion of the Acquisition is conditional
upon, among other things, the grant of a whitewash
waiver in respect of the obligation of the vendors of the
target group to make a mandatory general offer to other
shareholders of the Company as a result of the allotment
and issue of the new shares of the Company (including
the exercise of the conversion rights attaching to the
convertible securities of the Company to be issued upon
completion) to the vendors of the target group for the
settlement of the consideration of the Acquisition
pursuant to Note 1 on dispensations from Rule 26 of The
Codes on Takeovers and Mergers and Share Repurchases
(the “Whitewash Wavier”). The grant of Whitewash
Wavier is one of the conditions for the completion of the
Acquisition, which is non-waivable by any party to the
Acquisition agreement.

The 23 February 2017 announcement

The Company appointed Hooray Capital Limited as an
independent financial adviser in respect of the
Acquisition, the Whitewash Waiver and the transactions
contemplated thereunder.

The 27 February 2017 announcement

On 27 February 2017, the Company filed the New
Listing Application to the Stock Exchange in relation to
the Acquisition which constitutes a very substantial
acquisition, connected transaction and reverse takeover
involving a new listing application for the Company
under the Listing Rules.
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30.
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INFORMATION ABOUT THE STATEMENT OF
FINANCIAL POSITION OF THE COMPANY

The statement of financial position and the statement of
changes in equity of the Company are set out in page 59,
page 60 and page 61 respectively.

INVESTMENT IN THE DE-CONSOLIDATED
SUBSIDIARIES

As explained in note 2.1, the directors of the Company were
unable to locate and to get access to the complete books and
records of the Company and the De-consolidated Subsidiaries
for the current and the previous years and the previous
management of the Group did not response to any request for
information. The financial results, assets and liabilities of the
De-consolidated Subsidiaries have not been included in
financial statements of the Company and no consolidated
financial statements were prepared since 1 January 2011.
Details of the De-consolidated Subsidiaries at the end of the
reporting period are set out as below:

29.

30.

Issued and fully paid

Place and date of

share capital/

2016 £} KREAXZERERAF

—A=+—H

BRAARQRMBMRRARNER

RAT 2 HBEARR KRR E E)Ji%
—F

REBUBE&GZR &
&

AN ISR R EA 2T E - AR A
EEREXRIRERALT REUBE
EAERMNBARREN R BEFE 2T
BEMEEGEARAEBREEREE
WEBEFMNERNBERK - BUELE
ARMBRARI M BEE BERSE
ERBETALRRMEREEE - —
—F—H— Eﬁ_ﬁ%m?ﬁ%,m/\ﬁﬂﬁ%iﬁ
ReoREBMREIHEAEARKEB A
EjZEi’%%W'JﬁDT-

AMRMEB AR 2K

Attributable

equity interest

Name incorporation/establishment registered capital held Principal activities
ERTRARRE BEZEMN

8 R AL ARt B R B & i AR 2 RE TEEH

Global Milk The Republic of Singapore S$1 100% Investment holding
15 September 2006

Global Milk AN AR N1 TT KEER
—ETRFENA+TEB

Da Qing Dairy The PRC RMB638,000,000 100% Manufacture marketing and sales
29 October 1997 of dairy products

R B 9L im T A R #638,000,0007C AEmBE WHERERHEE

—hAWAtEE+A=+AR

Chang Qing Dairy The PRC RMB260,738,890
7 August 2008

BEIX H A R #260,738,8907C
—ZEENENALtH

Benniu Muye The PRC RMB5,000,000
25 November 2010

R G A R #5,000,0007T

100% Manufacture marketing and sales
of dairy products

IEmBE MEERBRREE

100% Dairy farming

AFER

IFFE
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RESULTS E

Year ended 31 December
BE+=-A=+—-BLEE
2016 2015 2014 2013 2012
—E-REFE ZE—hF ZE2E-NF —E-=F —E—_F
HK$'000 HK$'000 HK$'000 HK$'000 RMB’000
THET FAET FHET FET ARETT
(Restated)  (Restated)
(&7 (BEH)

Revenue I %5 — — — — —
Loss before taxation B %% B &5 18 (8,835) (3,411) (3,414) (4,321) (22,569)
Income tax expenses FTi5 B — — - — -

Loss for the year attributable 2N &4 B A 15

to owners of the FRAEE
Company (8,835) (3,411) (3,414) 4,321) (22,569)
ASSETS AND LIABILITIES EEHEE
At 31 December
R+=ZB=+-—H
2016 2015 2014 2013 2012
TE-REFE ZE—HF ZE-—NF —T—=F —FT——F
HK$'000 HK$'000 HK$'000 HK$'000  RMB'000
FHET FET FET FET AREFT T
(Restated)  (Restated)
(BEY) WEEY))
Total assets BEBRE 89 329 704 656 390

Total liabilities BfEM (38,297) (29,702) (27,208) (23,836) (15,082)
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