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CHAIRMAN'S STATEMENT
ERERE

With the implementation of the supply side structural reform by
the PRC government, the large-scale enterprises in the Mainland
are encouraged to proactively develop hi-end products, replace
and purchase equipment for capacity expansion and optimize
the supply chain selection. Such measures improve the operating
environment of the industrial sector in the Mainland, and
result in demand for good quality and excellent performance
industrial products. The Company and its subsidiaries (collectively
the “Group”) and members of the Group benefit from this
opportunity. Overall, the sales revenue of the Group increased
approximately 12% as compared to that of last year.

Despite the market upturn, the operation of the Group needs to
come across several unfavorable factors, for example the increase
in price of raw materials, fluctuations in currencies, difficulties
in operation for the small-to-medium enterprises customers as
well as the challenges of destructive impact caused by Typhoon
“Hato” on the Zhuhai production plant. However, the Group’s
performance improved and resumed on the track of profit-
making through the hard work and contribution of our staff,
together with the benefits from the reform and implementation
of optimization measures in organization structure, supply chain,
inventory and accounts receivable management in last year. The
Group's result also includes certain non-recurring income from
the reversal in view of the progress of restructuring exercise.

Looking ahead to the new year, under the “strong manufacturing
nation” strategy from the “Made in China 2025" policy put
forward by the PRC government, it is expected that the industrial
operating environment in the Mainland will continue to improve.
The support to the development of strategic emerging industries
and the promotion of transformation and upgrade of traditional
competitive industries by the “Thirteenth Five-Year” plan on
technological innovations across the country, together with
the plan on Guangdong-Hong Kong-Macao Greater Bay Area,
are expected to further improve the business and investment
environment in Guangdong and Hong Kong and also create new
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business opportunities for the market. Considering the overall
macro situation, it is expected that innovative technologies will
continue to emerge, resulting in advancements in the traditional
operating models, products and services. The market will be
filled with various business opportunities and challenges. The
Group will continue to invest in research and development and
innovation works of which include information technology, and
strive to launch quality products with excellent performance to
meet the demand of new markets. The Group will also apply
new information and manufacturing technologies to optimize
the automation, intelligence and information management of the
internal production processes, with an aim to improve product
and service quality and at the same time effectively control
production and management costs. This will enhance the returns
to our investors.

It is anticipated that the global economy will continue to
recover with a slow pace. Nevertheless, there are several
uncertainties in the business environment including the trade
conflicts as a result of the unpredictable US-Sino relationship,
the fluctuations of currencies and exchange rates and the
upward trend of corporates’ borrowing costs. Moreover, the
Mainland is implementing new environmental policies which are
more stringent than those of the developed industrial countries
in recent years. This has impact on the traditional industries,
especially the small-to-medium enterprises, which require close
observation of its respective effect. Overall speaking, while the
Group is prudently optimistic to the business performance in the
coming years, it remains highly alert to changes in the markets
and is ready to respond as appropriate. The Group will continue
to manage and react to possible risks with the principle of
prudent financial management.

I would like to take this opportunity to thank all of our
shareholders, business partners, bankers, suppliers and customers
for their continuous support to the Group. | would also like to
express my sincere gratitude to the directors, the management
team and all staff for their dedication and commitment in
contributing to the Group.

Tang To
Chairman

Hong Kong, 8 March 2018
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MANAGEMENT DISCUSSION AND ANALYSIS

BEER WD

RESULT SUMMARY

e Revenue increased by 11.6% to approximately
HK$2,446,848,000 (2016: HK$2,192,287,000)

e Gross profit margin improved by 2.4 percentage points to
16.7% (2016: 14.3%)

. Operating profit was approximately HK$63,349,000 (2016:
operating loss of HK$270,263,000)

e  Profit for the year was approximately HK$43,850,000 (2016:
loss of HK$333,885,000) including reversal of restructuring
provision amounting to approximately HK$31,101,000 as
other income

e Net debt to equity ratio was 7.1% as at 31 December 2017
(31 December 2016: 2.3%)

e Net assets per share was HK$1.8 as at 31 December 2017
(31 December 2016: HK$1.6)

FINANCIAL RESULTS
The sales revenue of the Group increased by 11.6% to

approximately HK$2,446,848,000 (2016: HK$2,192,287,000). It
was mainly attributable to the improvement of performance in
the machinery manufacturing segment and the printed circuit
board processing and trading segment during the year.

The gross profit for the year amounted to approximately
HK$409,439,000, with gross profit margin of 16.7% which
represented an increase of 2.4 percentage points as compared
to that of 2016. The improvement in gross profit margin was
resulted from the increasing utilization of production capacities
in certain manufacturing plants and strengthening control over
production costs and operating overheads during the year. The
Group continues the adjustment of sales strategy by focusing
on higher-margin products and associated customers in various
business segments.

COSMOS MACHINERY ENTERPRISES LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

As stated in the announcements of the Company in 2016, the
Group planned to restructure its plastic products and processing
segment and machinery manufacturing segment, including the
cessation of operation of certain manufacturing businesses and
optimization of the production capacities in its Dongguan and
Wuxi machinery manufacturing plants. The restructuring projects
including assets relocation and optimization, organizational
restructuring and production efficiency enhancement are on track
under the closely-monitoring of a designated task force. A non-
recurring item with amount of approximately HK$31,101,000
was reversed as income for the year ended 31 December 2017,
after considering the progress of the respective restructuring
exercise. The Group will continue to update the progress of the
restructuring in due course.

The Group reported a turnaround with profit of approximately
HK$43,850,000 for the year (2016: Loss of HK$333,885,000).
This was mainly resulted from the improvement in sales revenue,
gross profit and also tight control over the operating overheads
during the year.

The net debt to equity ratio was 7.1% as at 31 December 2017.
The overall cash flow position and debt maturity profile of the
Group maintained at a healthy level.

The Board did not recommend the payment of a final dividend
for the year (2016: nil).

BUSINESS REVIEW

Machinery Manufacturing Business

As a result of the economic recovery in the Mainland in 2017,
the machinery manufacturing segment was able to achieve
relatively good results. The machinery manufacturing business re-
allocated its resources and re-aligned its business direction last
year. Through the re-alignment and adjustments of products in
the two main production plants of injection moulding machines,
the existing resources could be utilised more effectively and the
overall production capacities were increased. During the year,
sales revenue of plastic injection moulding machine business
recorded an impressive growth as compared to that of last year.
Moreover, the results of plastic injection moulding machine
business made a turnaround to profit through the joint effort of
the sales and production teams.

EEEFNWEIN (8)

BUARRR T —NFZREAM - A%
EEEEAIBEREINTEED AR
WHBEEBDE  BERIES TREXR
ARBIERZEREGEMBERE 2 ERE o
TEENMENTFYEET  RREEEHR
EREL FREEARREALEXREEARN
BHABEERFAEET KEERBEAZ
HE% —ZE4531,101,0008 T2 FEEHF

BEERBEHE-T—+tF+_A=1+—
HIEFEZRA - NEB KR EE RIREE
REHSECZHERE -

REERAFEEBAR B8 %M48
743,850,000 L (Z T —XF : EHiE
333,885,000 7T) c W EEBHRAFER
SEEW A R RN - A K BR AR 45 ) 45 4 B
FTER o

RZE—+tF+_A=+—BHEEFSE
féﬁﬁ DRI N% REEBEZRE]
MEBR R R DESRERKFE -

Jj‘j

EZgTRBMNAFEZRERE (ZF

—REE) -

F%E R

B B R

20174 » FEE AL IR H)RNIRIE - MRS
EEBRBTRENES - BEN—FEH
MEGEXBEERR EFHRN—F &
BETERMAEEEMEMNENRMHBH
HE EFREERBSIEAMUINA BF
THRBER AFE FTEREBHEL L
—FERFRANIERE RAREHEERE
ENBARS  ITEREGERTHRBRA -

Annual Report 2017
“E-tFFR

/



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENREDN (&)

In 2017, the plastic injection moulding machine business
strengthened its product development and optimisation. In
particular, through the capability optimisation of two-platen
injection moulding machines product series, its efficiency, speed
and reliability have been significantly enhanced. This meets the
demand of two major industries — auto parts and household
electrical appliances and this business became the sales growth
driver in the past year. In addition, sales of injection molding
machines tailor-made for specific industries also recorded
significant growth during the year, despite the fact that further
enhancement needed to be made in areas such as the quality and
cost of the machines, which is also the main focus for product
development in the coming year. The successful implementation
of the “Smart Industry 4.0 Solution” also provided a platform
for the development of smart products. In the future, the Group
will continue to strengthen product research and development to
meet the market demands of various industries, so as to develop
our products in series towards a professional and smart direction.
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Moreover, the Group also had certain achievements in other
machinery manufacturing businesses. Rubber plastic machinery
obtained recognition from customers in niche markets such as
the manufacturers of pedrails for truck vehicles and insulators
for power supply networks. Multi-layer extrusion machines
particularly made for the manufacturing of oil pipes in auto
industry also maintained stable sales volume and orders and the
Group is well-known in the industrial sector in this regard.

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Plastic Products and Processing Business

During the year under review, the plastic products and processing
business did not meet the budget, mainly attributable to the
serious damage caused by the typhoon “Hato” to the Zhuhai
production plant, which incurred non-recurring operating loss.
Nevertheless, the Zhuhai production plant took this opportunity
to upgrade its manufacturing workshops in accordance to higher-
level of hygienic standard and further improved the hygiene
condition of the production environment. It also purchased new
machineries and equipment with higher efficiency and enhanced
specifications to increase the overall production efficiency and
output. The manufacturing plant resumed production three
months after suspension and obtained high recognition from all
major customers. In addition, the application of new integrated
technology in folding cap seals with scoop for milk powder
product, not only shortens the production cycle, but also provides
a user-friendly experience to the consumers.
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Integrated Moulding Lid and Spoon
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In 2017, the performance of Hefei plastic processing plant
improved significantly and recorded a relatively remarkable
increase in sales revenue. Improvements were observed mainly
in areas such as centralised raw material supply system,
automation of production process and application of raw
materials. The per capita efficiency and hourly output increased
by approximately 15%, particularly in the assembling and
plastic injection departments. Apart from the business results,
these improvements also received recognition and award from
major customers. In addition, the Hefei plant has obtained
the certification of Hefei digital production workshop and was
awarded the honorary title of “New and Special Enterprise with
Professional Expertise in Anhui (Z# & BHFH )" and
passed the inspection set for Second Class Production Safety
Standard of Enterprise.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENREIN (&)

During the year, the Group also invested in the production of
plastic products with a higher level of technology, including
environmentally-friendly plastic mannequins and multi-color
mini-statues. Although the products are still under small batches
production, they have already received recognitions from industry

representatives, and achieved breakthroughs for similar products.

Industrial Consumables Trading Business

As the overall business operating environment has improved
significantly from the past year, the manufacturing sector in the
Mainland recorded obvious growth during the year. While the
Group's trading business has been focusing on relating industries
semiconductors,

like automobiles, household appliances,

communication equipment, injection moulding machines and
spring machines, the business recorded satisfactory growth with
approximately 10% increase in turnover as compared to that
of last year. Unfortunately, due to the simultaneous recovery
of manufacturing industries in Europe, the United States and
Japan, there was shortage of supply of precision components
exported to China, which in turn affected the delivery schedule.
On the other hand, while the use of bundle-sales strategy has
successfully increased the sales in the Mainland, the trading
business has also successfully stepped into the auto component
market for new energy vehicles, which open up the path for a
new market in the future. In addition, the trading business has
drastically reduced the slow-moving inventory and tightened the
control over the accounts receivables at a reasonable level, with

an objective to maintain solid financial strength.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Looking ahead, the global economy will maintain the pace of
recovery and China’s economy will continue to grow. The key
is to align the policy direction of the “13th Five-Year Plan”
and “Made in China 2025”. The Group’s trading business will
continue to focus on the needs of environmental protection
and energy saving, industrial upgrading and transformation
and factory automation, and to design and implement relevant
business development plans. While maintaining the growth of
existing businesses, the Group will further develop new business
sectors such as new energy vehicles, medical equipment and
robotic arms, and at the same time, secure orders for the
“Industrial 4.0” system integration projects. Breakthroughs in
system integration business is expected in the coming year.

Printed Circuit Board (“PCB") Processing and Trading Business
While the sales revenue of the PCB processing business has
achieved a growth as compared with that of last year, the
operating profit recorded a relatively remarkable drop, mainly
attributable to the highly-competitive market condition and
the continuous price increase of deposition boards during the
year. This segment continues to strive for the transformation
and upgrade of its product portfolio, that is, a shift in business
from the manufacture of double-sided circuit boards to multi-
layer circuit board and high density interconnect (“HDI")
circuit boards with higher profit margins. Although there are
rooms for improvement in the production of HDI circuit boards
and the respective scrap rate is relatively high, it is expected
that HDI boards will be a key product of this segment for the
domestic and overseas car manufacturing industry through the
optimization of production techniques and accumulation of
production experience.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENREDN (&)

Moreover, while entering into new markets and expanding
customer base, the PCB trading business still maintains a
satisfying growth momentum. The segment continues to
expand its high-tech circuit boards product portfolio and train
up professional sales and service teams. This segment has also
invested in circuit board quality inspection equipment to provide
a wide range of professional testing and value-added services to
the customers. The Group has great expectation and confidence
in expanding its circuit board trading business into different
markets.

LIQUIDITY AND FINANCIAL RESOURCES
As at 31 December 2017, the Group’s total outstanding bank

borrowings amounted to approximately HK$425,723,000 (31
December 2016: HK$355,324,000) which comprised mainly
bank loans and trade finance facilities. The bank borrowings
repayable within one year and in the second to the fifth
year amounted to approximately HK$380,598,000 and
approximately HK$45,125,000 respectively (31 December 2016:
HK$320,149,000 and HK$35,175,000 respectively).

After deducting cash and bank balances of approximately
HK$348,746,000 (31 December 2016: HK$332,723,000),
the Group's net borrowings amounted to approximately
HK$76,977,000 (31 December 2016: HK$22,601,000).
Shareholders’ equity as at 31 December 2017 was approximately
HK$1,080,494,000 (31 December 2016: HK$966,594,000).
Accordingly, the Group’s net gearing ratio was 7.1%. During
the year, the Group’s net cash inflow from operating activities
amounted to approximately HK$29 million and net cash outflow
from investing activities amounted to approximately HK$54
million.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The Group's financial statements are presented in Hong Kong
dollars. The Group carried out its business transactions mainly in
Hong Kong dollars, Renminbi, United States dollars and Japanese
Yen. As the Hong Kong dollar remained pegged to the United
States dollar, there was no material exchange risk in this respect.
The Group will continue to monitor its foreign exchange exposure
in Japanese Yen and Renminbi and enter into forward contracts
when necessary. The Group’s long-term bank loan facilities were
denominated mainly in Hong Kong dollars and carried interest
at floating rates. Credit risk was hedged mainly through credit
insurance.

EMPLOYMENT AND REMUNERATION POLICY
As at 31 December 2017, the Group has approximately 3,640

employees (31 December 2016: approximately 3,460), inclusive
of all its staff in Hong Kong, Mainland and overseas offices. The
remuneration policy of the Group is formulated in accordance
with the market trends and the performance of the employees.
Employees’ benefits include insurance and retirement benefit.

The remunerations of the Directors are determined by the
Remuneration Committee, with reference to the Company’s
operating results and comparable market information. The
remuneration policy of the Company for the non-executive
directors is to ensure that they are sufficiently compensated
for their efforts and time dedicated to the Company. For
the employees (including the executive directors and senior
management), it ensures that the remuneration packages offered
are optimal with respect to their duties assigned and in line with
the market practice. The remuneration policy is set out to ensure
that the salary levels are competitive and effective in attracting,
retaining and motivating employees. Directors, or any associates
of the directors as well as any executives, do not involve in
determining their respective remuneration.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
BEENREDN (&)

OUTLOOK AND PROSPECTS

The global economy is still recovering with encouraging
sentiment prevailing in manufacturing sector. The economic
and trading relationship between the United States and the PRC
is getting more dynamic with uncertainty. The Group expects
several key challenges ahead including the continuous increasing
of manufacturing costs (in particular the raw materials cost),
shorter life cycle of consumer products, volatile capital market
and currency fluctuations. The visibility of sales orders to be
received is low and poses much difficulties in resources planning.
Nevertheless, with the existing multi-business product platforms
and the strong research and development capabilities, the Group
will continue to widen the spectrum of applications for the
existing manufacturing segments and develop new products with
innovative material science technology. By leveraging on the
existing well-established, unique and diversified product platform
and extensive sales network across different industries, the Group
will continue to adjust the sales strategies of different segments
to niche markets and high-margin customers.

The Mainland government shows its commitment to developing
new energy, energy saving, environmental protection and
new materials-related industries in the near future. Besides
complying with the relevant laws and regulations (especially
the newly-imposed environmental-related rules), the Group will
also continue aligning such strategy and direction by focusing
on business opportunities arising from certain industries, in
particular sectors such as automotive, innovative consumer

electronics, communications, food and medical packaging,
medical equipment, new industrial materials and components.
Given the progressive crystallization of the improvement from the
production processes automation, capacities optimization and
production management digitization, it is the Group’s ultimate
target to enhance the overall profitability in the next couple of

years.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

RERAE

%H%@‘%E@ SER HEXZERNSESR

SAEE MEFEEFRZEOLEZEBEA

ER&@J A 78 SRR AR B o AN 5 B TR A
HIJ%E;T&IEEK}“JEEZ C BIERERRN (r

BIERMEKA)HFELR HBHEERED

B éi‘m%@gﬁlﬁﬁiﬁﬁ o B
BAGRE 2 SHERTE - THEBRAE HK
ROREE - AL BERBEZTEBE

mF BN MBRARMIERES  NEERSEE
BARBREXRH 2 ERAEE - F&ERA
MOBBERENER BETE BEE
SR ZBREERTR  URTRATEZRE
REERE FAEBREBIETREB 2 H
EXRMEBENEMBLRSNERR

MRS REE BN ERIER
ERRE  IRIR R MAIEMESR - RETHE
ERER (LERFEBRNWRERBEMRD)
S NEB KBRS LA BT SR
RETEXELZEBHRE  LEZ RN
RECBIFEBEETEM B RUKE
BEEK BERE HIEMHERTHEFT
X-HEEAPCEERRE  BLERNAB

LEEEBTHAIHNERGELLER A K
BERKRBFERARTERBENEN /SRR

EREE



DIRECTORS" AND SENIOR MANAGEMENT’S BIOGRAPHIES
ESENSREEANEREE

EXECUTIVE DIRECTORS

Mr. Tang To, aged 69, Chairman and Executive Director of the
Company, has served on the board of directors of the Company
(the "Board”) since the listing of the Company in 1988 and was
appointed as Chairman and Executive Director of the Company
on 18 September 1997. Mr. Tang is responsible for the overall
policy making and significant investments of the Group. Mr. Tang
has over 44 years of experience in manufacturing and trading
businesses in Hong Kong and the PRC. Mr. Tang is the father
of Mr. Tang Yu, Freeman, the Chief Executive Officer (“CEO")
and Executive Director of the Company and is a director of
certain companies which are members of the Group and related
to certain substantial shareholders of the Company within the
meaning of Part XV of the Securities and Futures Ordinance
(Chapter 571 of the laws of Hong Kong) (the “SFO”). Mr. Tang
is a director of Suzhou Sanguang Science and Technology Co.,
Ltd., which is an associate of the Company with its shares listed
on the National Equities Exchange and Quotations on 24 January
2014,

Mr. Wong Yiu Ming, aged 64, Executive Vice Chairman and
Executive Director of the Company, has 40 years of experience
in sales, marketing and corporate management, is currently
responsible for the overall strategic planning and management
of machinery manufacturing business of the Group and serves as
a director of certain subsidiaries of the Group. Mr. Wong joined
the Group in 1978 and was appointed as the General Manager
of the Company on 1 February 1999 and had been re-designated
as the Chief Executive Officer of the Company on 12 September
2005 until 30 June 2013. On 15 January 2015, Mr. Wong was
appointed as the Executive Vice Chairman of the Company. He
holds a Bachelor of Science degree in Engineering and a Master
degree in Business Administration. Mr. Wong is a director of
Suzhou Sanguang Science and Technology Co., Ltd., which is an
associate of the Company with its shares listed on the National
Equities Exchange and Quotations on 24 January 2014.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

EERSREEAEBEE (&)

Mr. Tang Yu, Freeman, aged 40, the CEO and Executive
Director of the Company. He joined the Group in 2006 and was
appointed as the CEO on 1 July 2013. He is responsible for the
strategic planning and general management of the Group. He
is the son of Mr. Tang To, the Chairman and Executive Director
of the Board and is also a director of certain companies which
are members of the Group and related to certain substantial
shareholders of the Company within the meaning of Part XV of
the SFO. Prior to joining the Group, he worked in commercial
banking division and as an associate investment advisor in banks
of Hong Kong from 2001 to 2006. Mr. Tang graduated from
the University of Western Ontario (Canada) and holds a Bachelor
of Arts degree in Economics and holds a Diploma in Financial
Planning.

NON-EXECUTIVE DIRECTORS

Mr. Kan Wai Wah, aged 60, Non-Executive Director of the
Company, is the managing director of Super Harvest Consultancy
Limited. He has over 36 years of experience in the management
of catering operations. Mr. Kan holds a Higher Diploma in
Accountancy. He was appointed as Non-Executive Director of
the Company on 22 May 1998. Mr. Kan is the son of Ms. Law
Kit Fong, a substantial shareholder of the Company. Mr. Kan
is a Director of certain companies which are related to certain
substantial shareholders of the Company within the meaning of
Part XV of the SFO.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

Mr. Qu lJinping, aged 60, Non-Executive Director of the
Company, was granted a Bachelor's degree in Engineering in
1982 by South China Institute of Technology (currently South
China University of Technology), a Master’s degree in Engineering
in 1987 by South China University of Technology and a Doctoral
degree in Engineering in 1999 by Sichuan University and was
promoted to professor in 1992. He was recognized as a tutor
of doctoral candidates in macromolecular material processing
and light industry machinery in 1996. Since 1998, he has been
serving as the chief officer of the National Engineering Research
Center of Novel Equipment for Polymer Processing in South
China University of Technology. He was the Vice President of
South China University of Technology from December 1998
to November 2007. In March 1999, he was appointed as the
special-term professor in Material Processing of the South China
University of Technology by the Ministry of Education of the
People’s Republic of China under the Changjiang Scholars Award
Program. He also served as the chief officer of the Key Laboratory
of Polymer Processing Engineering of the Ministry of Education
of the People’s Republic of China in South China University
of Technology since 2000. He was awarded a Member of the
Chinese Academy of Engineering in 2011. He is concurrently a
standing council member of Chinese Material Research Society,
council member of Plastic Processing Association of China,
council member of China Plastic Machine Association, Deputy
Chairman of China Altered-Properties Plastics Association,
academic committee member of State Key Laboratory of
Macromolecular Materials, Chairman of Guangdong Mechanical
Engineering Institute, Deputy Chairman of Guangdong Material
Research Society, council member of Guangdong Inventor
Association, Deputy Chief Editor of certain publications
namely the World Plastics and Plastics Machinery, member of
editorial committee of the Journal of South China University of
Technology, the China Plastics, the Plastic Industry, the Plastics,
the Engineering Plastics Application. Mr. Qu was appointed as
Non-Executive Director of the Company on 8 September 2006.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

EERSREEAEBEE (&)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Yeung Shuk Fan, aged 52, Independent Non-Executive
Director of the Company, has over 28 years of experience
in the finance sector and holds a Master degree in Business
Administration. She is a member of the American Institute of
Certified Public Accountants and an associate of The Institute
of Chartered Secretaries and Administrators. During the past
23 years, Ms. Yeung has served as financial controller and
financial manager of various private groups of companies. She
was appointed as Independent Non-Executive Director of the
Company on 18 June 2004.

Mr. Cheng Tak Yin, aged 79, Independent Non-Executive
Director of the Company, has over 46 years of experience
in business management. Currently, he is the Life Honorary
Chairman, Deputy Secretary General and Standing Committee
Member of Hong Kong and Kowloon Machinery and Instrument
Merchants Association Limited. He was appointed as Independent
Non-Executive Director of the Company on 30 January 2007.

Mr. Ho Wei Sem, aged 70, Independent Non-Executive
Director of the Company. Mr. Ho has been working in various
government institutions in Dongguan during the past 40 years
and has extensive experience in management. He was the
director-general of Dongguan City Municipal and Public Utilities
Management Bureau ((REET LA A EXE /) and Dongguan
City Urban Integrated Management Bureau (BREem Mira B I12
/&) from 2000 to August 2007 before his retirement. During the
period from 1996 to 2000, he was the officer of Dongguan City
Management Committee (REEMMMEEZE®). From 1990
to 1996, he was the deputy chief of Dongguan City Urban and
Rural Construction Planning Bureau (BRZEmik#BERARED),
and was the deputy supervisor of the Preparation Committee of
Dongguan City Government (BRZ=m¥ & BT EEAE) during the
period from 1988 to 1990. He was appointed as Independent
Non-Executive Director of the Company on 21 December 2010.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

Mr. Huang Zhi Wei, aged 79, Independent Non-Executive
Director of the Company, is currently the Executive Vice President
of Guangdong General Chamber of Commerce. Mr. Huang has
spent over ten years in economic-related government sectors in
China. He served as the Deputy Director General of Guangdong
Department of Foreign Trade & Economic Cooperation and the
Director of General of Guangdong Board of Investment from
1993 to 2000 respectively. He also served as the Executive Officer
of Foshan Economic Committee from 1984 to 1992. Prior to
this, he worked as an engineer in Foshan Power Plant for almost
10 years and served as the Chief Engineer and Deputy General
Manager of Foshan Household Electrical Appliances Corporation
from 1981 to 1984. Mr. Huang graduated from the Central
China University of Science and Engineering, majored in electric
engineering. In the past three years, Mr. Huang had been an
Independent Director of Keda Clean Energy Co. Ltd., a company
listed on The Shanghai Stock Exchange and resigned his position
on 19 August 2015. He also had been an independent non-
executive director of Lerado Group (Holding) Company Limited, a
company listed on The Stock Exchange of Hong Kong Limited (the
“Stock Exchange”) and resigned his position on 6 February 2015.
He was appointed as Independent Non-Executive Director of the
Company on 2 November 2012.

SENIOR MANAGEMENT

Mr. Yeung Yuk Lun, aged 46, joined the Group in April 2016,
is the Chief Financial Officer and the Company Secretary of
the Group. Mr. Yeung is responsible for the Group’s financial
planning, internal control and management, regulatory
compliance and investor relations functions. Prior to joining
the Group, Mr. Yeung held senior management positions in
different listed companies listed in Hong Kong. He has extensive
experience in auditing, financial and treasury management,
information technology, executive management as well as
business development. He holds a Bachelor’s degree in Business
Administration (Professional Accountancy) and a Master’s degree
in Business Administration from the Chinese University of Hong
Kong. He is an associate member of the Hong Kong Institute of
Certified Public Accountants and the Taxation Institute of Hong
Kong.
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DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES (CONTINUED)

EERSREEAEBEE (&)

Mr. Yip Kar Shun, aged 70, has over 38 years of experience in
electronic production and management. He joined the Group in
1994. Mr. Yip is the Managing Director of the subsidiaries of the
Group which are engaged in the processing and trading business
of printed circuit boards.

Mr. Man Wai Hong Bernard, aged 55, joined the Group in
2000. He has 31 years of experience in manufacturing, marketing
and general administrative management. He graduated from
the Hong Kong Polytechnic University in Electrical Engineering.
He also holds a Diploma in Computer Programming, a Diploma
in Management Studies and a Master degree in Business
Administration. He is currently the General Manager of a
subsidiary of the Group which is engaged in the trading of
industrial consumables and machinery components.
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REPORT OF THE DIRECTORS

The directors of the Company (the “Directors”) have pleasure
in presenting this annual report (the “Annual Report”) and the
audited financial statements of the Group for the year ended 31
December 2017.

PRINCIPAL ACTIVITIES

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in Note
46 to the “Consolidated Financial Statements”.

RESULTS

The results of the Group for the year ended 31 December 2017
are set out in the “Consolidated Income Statement” on page 71
of the Annual Report.

FINAL DIVIDEND
The Board did not recommend the payment of a final dividend
for the year ended 31 December 2017 (2016: Nil).

BUSINESS REVIEW

The business review of the Group for the year ended
31 December 2017 is set out in the sections headed “Chairman’s
Statement”, “Management Discussion and Analysis” and
“Sustainability Review” of the Annual Report. Description of
the risks and uncertainties facing the Company can be found

throughout the Annual Report.

FINANCIAL SUMMARY

A summary of the results, the assets and liabilities of the Group
for the past five financial years is set out on page 228 of the
Annual Report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the property, plant and equipment
of the Group for the year ended 31 December 2017 are set out
in Note 16 to the “Consolidated Financial Statements”.

SHARE CAPITAL

Details of the share capital of the Company are set out in Note
33 to the “Consolidated Financial Statements”.
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REPORT OF THE DIRECTORS (CONTINUED)
EEHE (H)

RESERVES

Details of the movements in the reserves of the Group and of the
Company for the years ended 31 December 2017 and 2016 are
set out in Notes 34 and 35(b) respectively to the “Consolidated
Financial Statements”.

DISTRIBUTABLE RESERVES

Distributable reserves of the Company as at 31 December 2017,
calculated in accordance with the Companies Ordinance (Chapter
622 of the laws of Hong Kong) (the “Companies Ordinance”),
amounted to approximately HK$524,193,000.

DONATIONS
During the year,
charitable donation.

the Group made around HK$32,000 of

PRE-EMPTIVE RIGHTS

There is no provision regarding pre-emptive rights under the
Articles of Association of the Company (the
Company Ordinance which would oblige the Company to offer
new shares on a pro rata basis to existing shareholders.

“Articles”) or the

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate turnover attributable to the Group’s five largest
customers and the aggregate purchases attributable to the
Group's five largest suppliers were less than 30% of the Group’s
turnover and purchases for the year ended 31 December 2017
respectively.

BIOGRAPHICAL DETAILS OF DIRECTORS AND

SENIOR MANAGEMENT
The biographical details of the Directors of the Company and the

senior management of the Group are set out in the “Directors’
and Senior Management’s Biographies” section of the Annual
Report.

DIRECTORS OF COMPANY
The Directors during the year and as at the date of the Annual

Report are set out on page 2 of the Annual Report.

During the year, there had no changes to the Directors’
information as required to be disclosed pursuant to Rule
13.51B(1) of the Rules Governing the Listing of Securities on the
Stock Exchange (the “Listing Rules”).
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Under the existing Articles, one third of the Directors shall retire
from office by rotation provided that every Director shall be
subject to retirement at least once every three years and re-
election at each annual general meeting. In accordance with the
articles 102 of the Articles, Mr. Tang To, Ms. Yeung Shuk Fan
and Mr. Cheng Tak Yin will retire from office by rotation and,
being eligible, offer themselves for re-election at the forthcoming
annual general meeting.

DIRECTORS’ SERVICE CONTRACTS
None of the Directors offering themselves 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.

INDEPENDENT NON-EXECUTIVE DIRECTORS

The Company has received annual confirmation of independence
from each of the Independent Non-Executive Directors pursuant
to Rule 3.13 of the Listing Rules and considers all Independent
Non-Executive Directors to be independent.

DIRECTORS’ REMUNERATION

The remuneration packages of all executive directors and senior
management are determined by the Remuneration Committee.
The remuneration of independent non-executive directors is
recommended by the Remuneration Committee to the Board and
approved by the Board. The remuneration packages are subject
to comparable companies, time commitment and responsibilities
of the directors, employment conditions elsewhere in the Group
and desirability of performance-based remuneration.

DIRECTORS OF SUBSIDIARIES

Other than the Directors of the Company, the persons who have
served as directors of the subsidiaries of the Company during the
year ended 31 December 2017 and up to the date of this report
included Mr. Cao Xiao Wei, Mr. Chen Lei Ming, Ms. Ching Shuk
Kwan, Mr. Diao Jun De, Mr. Du Jiang, Ms. He Ya Lin*, Mr. Ho
Ping Lim*, Mr. Hu Ping, Mr. Hui Wai Kee, Mr. Jiang Shu Feng,
Mr. Law Moon Wah, Mr. Li Xiang Dong*, Mr. Lu Hank, Mr. Man
Wai Hong Bernard, Mr. Miao Hong Liang, Mr. Tse Ip Wing*, Ms.
Wan Ming, Mr. Wang Xian You, Ms. Yan Dong, Mr. Ye Yue Ran,
Mr. Yeung Yuk Lun, Mr. Yip Kin Keung, Mr. Yip Kar Shun and
Mr. Zhai Chi*, Mr. Zhao Wei Rong and Mr. Zhu Wen Guang.

* The persons are no longer to be the directors of the subsidiaries of
the Company as at 8 March 2018.
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PERMITTED INDEMNITY PROVISION

Pursuant to the Articles and subject to the provisions of the
Companies Ordinance, every Director shall be indemnified out
of the assets of the Company against all losses and liabilities
which he/she may sustain or incur in or about the execution of
his/her office or otherwise in relation thereto. The Company has
taken out insurance against the liability and costs associated
with defending any proceedings which may be brought against
Directors of the Group and senior management of the Company.

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS
AND SHORT POSITIONS IN SHARES, DEBENTURES
OR UNDERLYING SHARES UNDER SFO

As at 31 December 2017, the Directors and chief executives
of the Company and their respective close associates had the
following interests and short positions in the Shares of the
Company (the “Shares”), underlying Shares and debentures or
any of its associated corporations (within the meaning of the
Part XV of the SFO) as recorded in the register of directors’
and chief executive’s interests and short positions required to
be maintained under section 352 of the SFO or which were
required, pursuant to the Model Code for Securities Transactions
by directors of listed issuers as set out in Appendix 10 of the
Listing Rules (the “Model Code”), to be notified to the Company
and the Stock Exchange are as follows:

EEFCHEKRX

RIEZRAB RECRAHEOIDERET
BRAEFAATRES AL EHENEMT &
ARESXIBBZAAERRIEREENEE
BUEARREETESRBERE -AR7FE
RAREZEZRARASREEABABE
S EMFAREENETMEENERE
BRER

REGEFRHBERO)EERERE
TRABRKRMD EREIHEBAKR
MzEmE R AR
R-Z—tF+-A=+—8 REGES
R GBI ARFEERADA
FETHRABESRARZRMARCHE
TR EARRIM ST L RTAE
ERTBEHRH LA (TREFE]) A
BAARBRBRAN - ARAEE - BT
BABRMMEAREHEAEARDAIRE
fEf R % @ (B8 RC(ES R E KRGS
XVER) Z AR B (TA 1) -~ BB -
B AR 2 B AR T :

Interests in the Shares R 17 #E =

Approximate
Number of shares held % of total
Personal Family Corporate Other issued shares
Name of Directors Interests Interests Interests Interests Total  of the Company
HERLT
KEROHE BRTRH
EEpg AR FEER h¥RES Rt 2y BYZESN
Tang To ¥ & 4,970,000 2,000 300,617,458 224,000 305,813,458 42.66

(Note 2) (Note 1) (Note 3)

(2) (Wzz1) (Hi#t3)
Wong Yiu Ming ERH 9,468,000 - - - 9,468,000 1.32
Kan Wai Wah e 136,400 - - - 136,400 0.02
Cheng Tak Yin g 1,406,000 - - - 1,406,000 0.20

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



Notes:

1. As at 31 December 2017, 3,460,406 Shares of those 300,617,458
Shares were held by Ginta Company Limited (“Ginta”) which is
wholly owned by a company which in turn is owned as to 50%
by Mr. Tang and 50% by his spouse. Mr. Tang was deemed to
be interested in the remaining 297,157,052 Shares of those
300,617,458 Shares under the SFO through his deemed interests in
Codo Development Limited (“Codo”).

As at 31 December 2017, Codo through its wholly owned
subsidiaries, Cosmos Machinery (Holdings) Limited (“Cosmos
Holdings”) and Tai Shing Agencies Limited (“Tai Shing"),
was deemed to be interested in 297,157,052 Shares. Codo
is incorporated in Hong Kong and is owned as to (i) 25.06%
by Keepsound Investments Limited (“Keepsound”), a limited
company incorporated in Hong Kong controlled by Saniwell
Holding Inc., a trustee of The Saniwell Trust, (ii) 8.37% by Elegant
Power Enterprises Limited (“Elegant Power”); (iii) 30.25% by
Friendchain Investments Limited (“Friendchain”), a limited company
incorporated in Hong Kong, controlled as to 40% by Elegant Power,
as to 57.42% by Saniwell Holding Inc. and as to 2.58% by Fullwin
Limited (“Fullwin”); (iv) 16.09% by Yik Wan Company Limited
("Yik Wan"); and (v) 20.23% by five individuals and two limited
companies.

2. As at 31 December 2017, 2,000 Shares were held by the spouse of
Mr. Tang.

3. As at 31 December 2017, 224,000 Shares were jointly held by
Mr. Tang and his spouse.

The percentage shown was calculated based on the number of
issued shares of the Company as at 31 December 2017.

As at 31 December 2017, other than as disclosed above and
certain nominee shares held in trust for the Group, none of the
Directors or Chief Executive or their associates had any interests
and short positions in the shares, underlying shares of the
Company and its associated corporations (within the meaning
of Part XV of the SFO) which has to be notified to the Company
and the Stock Exchange pursuant to Section 352 of the SFO, to
be entered in the register referred to therein.
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SUBSTANTIAL SHAREHOLDERS’ INTERESTS AND
SHORT POSITIONS OR UNDERLYING SHARES OF

THE COMPANY UNDER THE SFO

As at 31 December 2017, the following persons had interests in

5% or more in the shares or short positions in the Shares and

underlying Shares and underlying Shares of the Company who

have been notified to the Company and the Stock Exchange
under Part XV of the SFO and recorded in the register of
substantial shareholders’ interests and short positions required to

be kept under Section 336 of Part XV of the SFO:

Interests in the Shares

Name of Substantial Shareholders

TERRER

Law Kit Fong EZ%
Codo mE
Cosmos Holdings ARZR
Tai Shing Tai Shing

Saniwell Holding Inc. Saniwell Holding Inc.

China Resources (Holdings) =ZH(5B)EB AT
Company Limited

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A

Number of shares held

BRE(EZRAERH) TEZERRR
RATREERARERNEERD

R-ZE—+E+-F=+—8 BEAQF
B(BE R EEN) EXVEL IR E AR A
RAIREB R RBRBEC(ESF R BEKD) F
36 AETZEERE L RAR ERLM
FESRsBEBR W TALTHEEARALFE BT
B& 2N B AR A B 19 5% 3k A £ 2 B 19 I AR 8 A%
DR EEERSAR

Approximate
% of total
issued shares

Direct Interests Deemed Interests Total  of the Company
BEROHUE WEELH
REE ERTROLR
EER BHEER ay Bal
- 297,157,052 297,157,052 41.45
(Note 1)
(Hit1)
- 297,157,052 297,157,052 41.45
(Note 2)
(Hit2)
127,052,600 170,104,452 297,157,052 41.45
(Note 3)
(Hit3)
170,104,452 - 170,104,452 2373
= 297,157,052 297,157,052 41.45
(Note 4)
(Hiit4)
169,649,046 - 169,649,046 23.66
(Note 5)
(H1its)



Notes:

Ms. Law Kit Fong is deemed to be interested in the block of
297,157,052 Shares through her direct and indirect interests in
Elegant Power and Codo. As at 31 December 2017, Codo through
its wholly owned subsidiaries, Cosmos Holdings and Tai Shing, was
deemed to be interested in 297,157,052 Shares. As at 31 December
2017, Codo is owned as to 30.25% by Friendchain (which is owned
as to 40% by Elegant Power) and 8.37% by Elegant Power (which
is wholly owned by Ms. Law Kit Fong).

As at 31 December 2017, Codo is interested in 297,157,052 Shares
through its wholly owned subsidiaries, Cosmos Holdings and Tai
Shing. As at 31 December 2017, Codo is owned as to (i) 25.06%
by Keepsound, a limited company incorporated in Hong Kong
controlled by Saniwell Holding Inc., a trustee of The Saniwell Trust;
(ii) 8.37% by Elegant Power, which is wholly-owned by Ms. Law
Kit Fong; (iii) 30.25% by Friendchain, which is owned as to 40%
by Elegant Power, as to 57.42% by Saniwell Holding Inc. and as to
2.58% by Fullwin; (iv) 16.09% by Yik Wan; and (v) 20.23% by five
individuals and two limited companies.

Cosmos Holdings was deemed to be interested in 170,104,452
Shares through its subsidiary, Tai Shing.

As at 31 December 2017, Saniwell Holding Inc. was deemed
to be interested in the block of 297,157,052 Shares under the
SFO through its deemed interests in Codo. Codo is owned as to
(i) 25.06% by Keepsound, a limited company incorporated in Hong
Kong, controlled by Saniwell Holding Inc., a trustee of The Saniwell
Trust; (i) 8.37% by Elegant Power; (iii) 30.25% by Friendchain
which is owned as to 40% by Elegant Power, as to 57.42% by
Saniwell Holding Inc. and as to 2.58% by Fullwin; (iv) 16.09%
by Yik Wan; and (v) 20.23% by five individuals and two limited
companies.

As shown by the latest interest disclosure information maintained
pursuant to Part XV of the SFO provided to the Company by China
Resources National Corporation, China Resources Co., Limited and
CRC Bluesky Limited, the above three companies were deemed to
be interested in the Shares owned by China Resources (Holdings)
Company Limited.
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The percentage shown was calculated based on the number of
issued shares of the Company as at 31 December 2017.

Save as disclosed above, as at 31 December 2017, the Directors
are not aware of any other persons who have interests or short
positions in the Shares, underlying Shares or debentures of the
Company or its associated corporations (within the meaning of
Part XV of the SFO) which would be required to be disclosed to
the Company and the Stock Exchange pursuant to Part XV of the
SFO.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR

DEBENTURES
Save as disclosed under the section headed “Directors’ and Chief

Executive’s Interests in Securities” above, at no time during the
year were rights to acquire benefits by means of the acquisition
of shares in or debentures of the Company granted to any
Directors or their respective spouses or minor children, or were
any such rights exercised by them; or was the Company or any
of its subsidiaries in any arrangement to enable the Directors to
acquire such rights in any other body corporation.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENT OR CONTRACTS

No transactions, arrangements or contracts of significance in
relation to the Group’s business to which the Company or any
of its subsidiaries was a party and in which a Director of the
Company or his or her connected entity had a material interests,
whether directly or indirectly, subsisted during or at the end of
the year.

MANAGEMENT CONTRACTS

No contracts, other than employment contracts, concerning the
management and administration of the whole of any substantial
part of the Company’s business were entered into or existed
during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESSES

During the year, none of the Directors is considered to have
interests in the businesses which are considered to compete or
likely to compete, either directly or indirectly, with businesses of
the Group pursuant to Rule 8.10 of the Listing Rules.
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AUDIT COMMITTEE
The Annual Report had been reviewed by the Audit Committee

of the Company. Particulars of the Audit Committee and its
composition are set out in the Board Committee section of
the “Corporate Governance Report” on pages 35 to 36 of the
Annual Report.

CORPORATE GOVERNANCE

Information on the Company’s corporate governance practices is
set out in the “Corporate Governance Report” from pages 30 to
47 of the Annual Report.

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

Neither the Company nor any of its subsidiaries purchased, sold
or redeemed any of the Company’s shares during the year ended
31 December 2017.

SUFFICIENCY OF PUBLIC FLOAT

Based on information publicly available to the Company and
within the knowledge of the Directors of the Company as at the
date of the Annual Report, the Company has maintained the
prescribed public float under the Listing Rules.

On behalf of the Board
TANG To
Chairman

Hong Kong, 8 March 2018
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GEERRE

CORPORATE GOVERNANCE

The Company has always recognized the importance of the
It is the belief
of the Board of Directors that shareholders can maximize their

shareholders’ transparency and accountability.

benefits from good corporate governance.

The Company has adopted the code provisions set out in the
Corporate Governance Code contained in Appendix 14 of the
Listing Rules (the “CG Code”) as its own code of corporate
governance practices. The Directors consider that the Company
has complied with the CG Code during the financial year ended
31 December 2017, except for the deviation from code provision
A.6.7 of the CG Code as mentioned below:

Code provision A.6.7 of the CG Code stipulates that independent
non-executive directors and other non-executive directors should
attend the issuer’s general meetings and develop a balanced
understanding of the views of shareholders. Some Independent
Non-Executive Directors and Non-Executive Directors were unable
to attend the 2017 annual general meeting of the Company held
on 18 May 2017 (the “2017 AGM") and extraordinary general
meeting held on 11 October 2017 (the “EGM"”) due to other
the Board believes that the
presence of Independent Non-Executive Director at such general

business engagements. However,
meetings developed a balanced understanding of the views of
shareholders.

CORPORATE GOVERNANCE FUNCTIONS

No corporate governance committee has been established and
the Board is responsible for performing the corporate governance
function. The Board is responsible for performing the corporate
governance duties including (a) to develop and review the
Company’s policy and practices on corporate governance;
(b) to review and monitor the training and continuous
professional development of Directors and senior management
of the Company; (c) to review and monitor the Company’s
policies and practices on compliance with legal and regulatory
requirements; (d) to develop, review and monitor the code of
conduct and compliance manual to employees and Directors; and
(e) to review the Company’s compliance with the CG Code and
disclosure in the Corporate Governance Report.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

COMPLIANCE WITH MODEL CODE
Throughout the year ended 31 December 2017, the Company

has adopted the Model Code and all Directors have confirmed
that they have fully complied with the required standard as set
out in the Model Code based on the enquiry by the Company.

SUPPLY OF AND ACCESS TO INFORMATION

All the Directors are supplied with board papers and relevant
materials within a reasonable period of time in advance of the
intended meeting dates. All Directors have unrestricted access to
the management for enquiries and are entitled to have unlimited
access to the board papers and relevant materials when required.
Management of the Company is responsible for preparation
of such adequate information to enable the Board to make an
informed decision.

THE BOARD

The Board is responsible for the leadership and control of
the Company and oversees the Group’s businesses, strategic
decisions and performances. The management was delegated the
authority and responsibility by the Board for the management
of the Group. In addition, the Board has also delegated various
responsibilities to the Committee of Executive Directors,
Audit Committee, Remuneration Committee and Nomination
Committee. Further details of these committees are set out in the
Annual Report.

The Board has at least four scheduled meetings a year at
quarterly interval and meets as and when required. During the
financial year ended 31 December 2017, the Board held four
meetings, one annual general meeting and one extraordinary
general meeting.
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Board minutes are prepared and kept by the Company Secretaries
of the Company and are sent to the Directors for records and are
open for inspection by the Directors.

The Directors are enabled, upon the reasonable request, to seek
independent professional advice in appropriate circumstances,
at the Company’s expenses. The Board has resolved to provide
separate appropriate independent professional advice to the
Directors to assist the relevant Directors to discharge their duties
to the Company.

BOARD COMPOSITION

As at the date of this report, the Board comprises three
Executive Directors, namely Mr. Tang To, Mr. Wong Yiu Ming
and Mr. Tang Yu, Freeman, two Non-Executive Directors, namely
Mr. Kan Wai Wah and Mr. Qu Jinping and four Independent
Non-Executive Directors, namely Ms. Yeung Shuk Fan,
Mr. Cheng Tak Yin, Mr. Ho Wei Sem and Mr. Huang Zhi Wei.

Except Mr. Tang To, the Chairman and an Executive Director
and Mr. Tang Yu, Freeman, the CEO and an Executive Director
are father and son, the other Board members have no financial,
business, family or other material/relevant relationships with each
other. Such balanced board composition is formed to ensure
strong independence exists across the Board. The biographies of
the Directors are set out in pages 15 to 20 in the Annual Report,
which demonstrates a diversity of skills, expertise, experience and
qualifications.

The Company has received annual confirmation of independence
from the four Independent Non-Executive Directors in accordance
with Rule 3.13 of the Listing Rules. Although two of the
Independent Non-Executive Directors, Ms. Yeung Shuk Fan
and Mr. Cheng Tak Yin have served the Board for more than
nine years, they do not engage in any executive management
of the Group. Their familiarity and extensive experience with
the Company’s businesses may place them in a better position
to contribute independent views to the Company. The Board
has assessed their independence and concluded that all the
Independent Non-Executive Directors are independent within the
definition of the Listing Rules.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER
In order to preserve independence and to have balanced

judgment of views, there is a clear separation of the roles and
responsibilities of the Chairman and CEO and the two positions
are held by two different members of the Board. The Board has
appointed a Chairman, Mr. Tang To, who is an Executive Director
and is responsible for the Company’s overall strategic planning
and provides leadership to the Board so that the Board works
effectively and all important issues are discussed in a timely
manner. The CEO, Mr. Tang Yu, Freeman, is an Executive Director
and is responsible for the daily operation and business directions
of the Group.

NON-EXECUTIVE DIRECTORS

Each of the Non-Executive Directors (including Independent Non-
Executive Directors) has entered into an appointment letter with
the Company pursuant to which each of them is appointed for
service with the Company for a term of three years, subject to
the rotational retirement provision of the Articles.

Pursuant to Rule 3.10A of the Listing Rules, the Company has
appointed sufficient number of independent non-executive
directors. The Company has received from each of the
Independent Non-Executive Directors, an annual confirmation of
his/her independence pursuant to Rule 3.13 of the Listing Rules
and the Company considers all of the Independent Non-Executive
Directors are independent.

RESPONSIBILITIES OF DIRECTORS

The Directors are continually provided with updated statute,
common law, the Listing Rules, laws and regulations, business
and market changes and the strategic development of the Group
to facilitate the discharge of their responsibilities.

The Independent Non-Executive Directors take an active role in
board meetings, contribute to the development of strategies and
policies and make sound judgment on issues of strategy, policy,
performance, key appointments and standard of conduct. They
will take lead where potential conflicts of interests arise. They are
also the members of various committees and examine the overall
performance of the Group in achieving agreed corporate goals
and objectives, and monitoring the reporting of performance.
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APPOINTMENTS, RE-ELECTION, REMOVAL AND
NOMINATION OF DIRECTORS

Every Director (including those appointed for a specific term) shall
be subject to retirement by rotation at least once every three
years and that any Director appointed to fill a casual vacancy
on the Board shall be subject to re-election by shareholders at
the forthcoming general meeting after the appointment and any
Director appointed as additional members to the Board shall hold
office until the next following annual general meeting of the
Company.

DIRECTORS’ CONTINUOUS PROFESSIONAL

DEVELOPMENT
All Directors are encouraged to attend the continuous

professional development trainings. All the Directors have been
supplied with relevant reading materials regarding corporate
governance or attend relevant forums or training courses
organized by qualified professionals on relevant topics to develop
and enhance their knowledge and skills in relation to their
contribution to the Board.

DELEGATION BY THE BOARD

The day-to-day operations of the Company are delegated to the
senior management of the Company by the Board, with division
heads responsible for different aspects of the business.

Performance of major corporate matters that are specifically
delegated by the Board to the senior management of the
Company include execution of business strategies and initiatives
adopted by the Board, implementation of internal controls and
risk management procedures, and compliance with relevant laws,
rules and regulations.

BOARD COMMITTEES
The Board currently has four committees, namely Committee of

Executive Directors, Audit Committee, Remuneration Committee
and Nomination Committee to manage particular aspects of
the Company’s affairs. The Audit Committee, Remuneration
Committee and Nomination Committee are empowered by the
Board and have formulated their own terms of reference which
have been posted on the websites of the Stock Exchange and the
Company.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Committee of Executive Directors

The Company has established the Committee of Executive
Directors which includes all the three Executive Directors of the
Board and meets frequently as when necessary and is responsible
for the management and day-to-day operations of the Group.

Audit Committee

The Audit Committee has established on 27 June 2005 and
consists of three members of all Independent Non-Executive
Directors, namely, Ms. Yeung Shuk Fan (Chairman), Mr. Cheng
Tak Yin and Mr. Ho Wei Sem, who among themselves possess
a great deal of management experience in the accounting
profession and commercial sectors.

The Board of Directors has adopted terms of reference which are
in line with the code provisions of the CG Code. The terms of
reference of the Audit Committee is currently made available on
the Stock Exchange’s website and the Company’s website.

The Audit Committee members meet the external auditors at
least twice a year to discuss any areas of concerns during the
audits. As considered necessary and requested by any one or
more of the Independent Non-Executive Directors, the Audit
Committee members shall meet with the external auditors
without the presence of the executive directors. The Audit
Committee reviews the interim and annual reports before
The Audit Committee
focuses not only on the impact of the changes in accounting

submission to the Board for approval.

policies and practices but also on the compliance with accounting
standards, the Listing Rules and the legal requirements from time
to time.
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During the year under review, three Audit Committee meetings
were held and the Audit Committee has performed the following
duties:

1. reviewed with the management the accounting principles
and practices adopted by the Group;

2. reviewed the audited financial statement for the year ended
31 December 2016 and the unaudited interim financial
statement for the six months ended 30 June 2017 with
recommendation to the Board for approval; and

3. reviewed principles and procedures on internal control
system covering financial, operational and risk management
functions.

Detailed minutes of Audit Committee meetings are prepared and
kept by a duly appointed secretary of the meetings. Draft and
final versions of minutes of the Audit Committee meetings are
sent to all members of the Audit Committee for their comments
and records respectively. First version should be sent out to
all members for comments within approximately 30 days and
execution version will be sent to all members for record purpose.

Auditors’ Remuneration

During the year under review, the remuneration paid to the
Company’s auditors, Messrs. Ting Ho Kwan & Chan, is set out as
follows:

CEAFEE  ARAREET=ZREXEZES
CENERRBECAIT NN

2. BHBE_ZT-AR"F+_A=t+—H1t
FEZCERUBBRERBE-FT—L
FRAZTBHERNEAZAREEZDH
FisHE - WREEG IR R
&

3. RMBRENH LEMRREESIE
HMIRERREEE R G R B R AR P

HAEMNERZRBEEERLBRALARELE
AWERBELET BERZBEGERLEHL
ERARERABEAREZZEEEEK
8 2R RERHER MRE - BEKRA
BREBRAB0BNEXIERKE - UHE
FREER MEKBRELABEEMBES
(S GE -

BB AT &

CEAFE  XNARRAEZBE T @ERS
FEITTZ eI T

Fee paid/payable

B EAEA
HK$
BT

Services rendered FT 1 i AR 75
Audit services Z B R 7S 2,280,000
Non-audit services FEAZ B R 75 100,000
2,380,000
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Remuneration Committee

The Remuneration Committee has been established on 27
June 2005 and consists of four members with a majority of
Independent Non-Executive Directors, namely Ms. Yeung Shuk
Fan (Chairman), Mr. Cheng Tak Yin and Mr. Tang To.

The Board of Directors has adopted terms of reference which are
in line with the code provisions of the CG Code and is currently
available on the Stock Exchange’s website and the Company’s
website.

The Remuneration Committee members shall consider factors
such as salaries paid by comparable companies, time involvement
of directors and job responsibilities, individual performance
and Company’s performance and profitability to determine the
remuneration of the Directors.

During the year under review, two remuneration committee
meetings were held and the works performed by the
Remuneration Committee are summarized as follows:

(i) To determine the policy for remuneration of Directors and to
make recommendations with respect to the remuneration of
the Executive Directors and the senior management of the
Company for approval by the Board;

(i) To oversee performance of the Executive Directors; and
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(iii) To review the remuneration package and recommend
salaries, bonuses, including the incentive awards for both
Executive and Non-Executive Directors and the senior
management.

The Remuneration Committee annually sets out its
recommendation on the remuneration package of the Executive
Directors. For the financial year ended 31 December 2017, the
Remuneration Committee has reviewed and recommended to the
Board the salaries and bonuses of the Executive Directors and the
senior management of the Company.

Remuneration of Directors and Senior Management

Details of the amount of Directors’ emoluments are set out in
Note 11 to the Consolidated Financial Statements. Remuneration
of senior management disclosed by salary range is set out as
follows:

The remuneration of senior management were
within the following salary range

(i) MAHITES FRTEFRFRER
ABZHMAS  IFHE  EAARE
TRHERE -

FHNEZESBSFERNITES 2 HMAS RS
BRZ -BE_ZE—tF+-A=T—HIH
HEE HFWNZESCRTAQANITES

BREBABZHEESRIELA  ApitkAE
SeRHER-

EENSREBASHMH
EEMeHBIENEE M BEmKRMEE -
REMARRENSREEABNFTMMET

Number of employees

B AEE A RS 5 T 55 48 ) BTAR
2017

—®-t%

HK$1,000,001 to HK$2,000,000 1,000,001/ 7L £2,000,000/% 7T 1
HK$2,000,001 to HK$3,000,000 2,000,001;% 7T 3,000,000/ T 1
2
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Nomination Committee

The Nomination Committee has been established on 29 March
2012 and comprises three Independent Non-Executive Directors
namely Ms. Yeung Shuk Fan, Mr. Cheng Tak Yin and Mr. Ho Wei
Sem and two Executive Directors namely Mr. Tang To (Chairman)
and Mr. Tang Yu, Freeman.

The Board of Directors has adopted terms of reference which are
in compliance with the code provisions of the CG Code. Terms of
Reference of the Nomination Committee is currently available on
the Stock Exchange’s website and the Company’s website.

The Nomination Committee will review the structure, size and
composition (including but not limited to the skills, knowledge
and experiences) of the Board on a regular basis and make
recommendations regarding any proposed changes, identify
suitable individual qualified to become board members and
makes recommendation on relevant matters relating to the
appointment or re-appointment of Directors if necessary,
in particular, to those candidates who can add value to the
management through their contributions in the relevant strategic
business areas and which appointments will result in the

constitution of strong and diverse Board.

Furthermore, the Nomination Committee will also review the
board diversity (including but not limited to gender, age, cultural
and educational background) of the Board at least annually to
complement the Company’s corporate strategy.

During the year under review, a nomination committee meeting
was held and the works performed by the nomination committee
are summarized as follows:

(i) review of current structure, size and diversity of the Board;

(ii) assessment and review of the independence of Independent
Non-Executive Directors;

(iii) review of the training and continuous professional
development of Directors; and

(iv) review of terms of reference of nomination committee.
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The Nomination Committee is of the opinion that the current
size and composition of the Board is adequate to facilitate

effective decision-making, and is also satisfied that the existing EfEEEREFMFTER -
composition of the Board, which as a group provides the core

competencies necessary to guide the Group.

Attendance at Board meetings, Board Committee Meetings

and General Meetings

Attendance record of individual Directors during the year is as

R

RAZEQERINEFTERITRABELKE
RBRENBBORE  TREEKE

RS EE

EXgel ESZECEENRRRAEH

BRI EFERAFERNZ @A HELEET

follows:
Number of meetings attended/held
LE/BTEEAY
Audit Remuneration Nomination Annual Extraordinary
Board  Committee ~ Committee ~ Committee general general
meetings meetings meetings meeting meeting meeting
ENZRE HMZERe R#ZEE RREAF RR45
gzees g3 g3 g3 - -
Directors Ez
Executive Directors HiTEE
Tang To (Chairman) B R(ZE) 414 - M 11 11 11
Wong Yiu Ming (Executive Vice Chairman) 1283 (81778/Z/E) 24 - = = 01 01
Tang Yu, Freeman (Chief Executive Officer) ¥ & (774 #5%) 4/4 - S 1 1 0/1
Non-Executive Directors FHUGEE
Kan Wai Wah A% 3/4 - - - on on
Qu Jinping E2T 414 - - - 01 01
Independent Non-Executive Directors ~ BU##H#EE
Yeung Shuk Fan BaR 4/4 33 22 17 17 7
Cheng Tak Yin 28 3/4 33 22 11 11 11
Ho Wei Sem ez 44 33 20 i 01 o1
Huang Zhi Wei B 44 - - - 0/t 0/1
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INTERNAL CONTROLS

Internal Control

The Board acknowledges its responsibility in maintaining a
sound and effective system of internal control for the Group
to safeguard interests of the shareholders and assets of the
Company at all times.

The Group's system of internal control which includes a defined
management structure with limit of authority is designed to help
the achievement of business objectives, safequard assets against
unauthorised use or disposition, ensure the maintenance of
proper accounting records for the provision of reliable financial
information for internal use or for external publication, and
ensure compliance with relevant legislation and regulations.
The system is designed to provide reasonable, but not absolute,
assurance against material misstatement or loss and to manage
rather than eliminate risks of failure in the operational systems
and achievement of the Group’s objectives.

Management has conducted regular reviews during the year
on the effectiveness of the internal control system covering all
material factors related to financial, operational and compliance
controls, various functions for risk management and physical
and information systems security. The audit committee had been
reported during the audit committee meetings of key findings
identified by the Company’s external auditor and discussed
findings and actions or measures taken in addressing those
findings relating to the Group’s internal controls. No material
issues on the system of internal control have been identified
during the year ended 31 December 2017 which required
significant rectification works.

The Board has, working in conjunction with senior management,
conducted a review on the audit work carried out by the internal
audit team during the year with a view to enhancing the Group’s
internal control system.
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Internal Audit Function

The Group’s internal audit team is responsible for conducting
regular review of the Group’s internal control procedures,
including accounting system and operational procedures, and will
make recommendations to the relevant department management
for necessary actions. The management considers the present
work arrangement of the internal audit functions is effective
having taking into account the current organizational structure,
lines of responsibility, authority of the management team and
the risks associated with the operations of the Group. The
management and Audit Committee review and monitor closely
the works of the internal audit team and are committed to
strengthening the functions of the Group’s internal audit team.
In addition to its agreed scheduled work, the internal audit team
may conduct other review and investigative work of the Group’s
businesses on an ad hoc basis as and when necessary.

RISK MANAGEMENT

The Board recognises risk management is one of the key
elements to the success of the Company. The Group takes a
pragmatic approach to manage different risks to align with its
business development strategically. The management identifies
potential risks, assesses their impact and likelihood and develops
appropriate action plans to mitigate risks to a level that the
Company is willing to take in achieving the Company’s objectives
on a reqgular basis. The Group will continue to enhance the risk
management practice and internal control system and adopts
a stringent governance framework with reference to the best
practice in the market.

The Group's business, financial position and results may be
affected by certain risks and uncertainties. Foreign currency
risk, interest rate risk, liquidity risk and credit risk are the main
inherent risks which may cause the Group’s financial condition or

results differing materially from expected or historical results.
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Foreign currency risk

The Group’s reporting currency is Hong Kong dollar and most
of the business transactions are denominated in other currencies
including United States dollar, Renminbi and Japanese Yen.
The Group enters into currency contracts to hedge against
the currency risks arising from Group’s operations and its
funding sources, with reference to cash flow forecasts, capital
expenditure commitment and business budget. The Group does
not speculate on foreign currencies.

Interest rate risk

The Group's exposure to the risk of changes in interest rates
mainly attributable to the bank loan obligations with floating
interest rates. The Group has adequate internal control
procedures to monitor the financial position exposures arising
from fluctuation in the market interest rate for funding sources
denominated in HK dollars, Renminbi and other foreign
currencies.

Liquidity risk

The objective of liquidity risk management is to ensure the
adequacy of Group's funds to meet the daily business operations,
capital commitment and bank loans repayment. The Group
monitors its liquidity position on a daily basis as the Group's
treasurer also reviews the bank loans and cashflow positions in
different geographical areas and adjusts the mix of short-term
and long-term re-financing requirements.

Credit risk

Credit risk arises from the possibility that the customers are
unwilling or unable to fulfill their obligations which then
incurs financial losses to the Group. The Group’s credit control
function manages the credit risks by assessing the credit limits
and credit terms to be granted to customers and setting up the
internal control system of credit approvals and other monitoring
procedures to recover overdue debts, if any. The Group also
enters into credit insurance contracts to mitigate the credit risks
arising from the collection of accounts receivables balances.
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INVESTOR RELATIONS AND COMMUNICATIONS
Recognising the importance of maintaining on-going
communication with shareholders, the Board establishes a
shareholders’ communication policy and reviews it on a regular
basis to ensure its effectiveness. To facilitate the timely,
transparent and effective communication with shareholders,
the Board provides different communication channels for
shareholders and investors including annual general meetings
and other general meetings.

The annual general meeting provides a forum for the Company’s
shareholders to raise comments, offer suggestions, and exchange
views with the Board. The notice of annual general meeting is
distributed to all shareholders at least 20 clear business days
before the meeting. The Chairman of the Board, the Chairman
of the Nomination Committee, the Chairman of the Audit
Committee, the Chairman of the Remuneration Committee and
external auditors shall attend each annual general meeting or
any general meeting to answer questions from the shareholders
on the performance of the Company so as to allow them to
fully understand the Company’s operations, management and
development.

During the year, the Board convened the AGM and EGM. The
voting results of annual general meeting were published on the
websites of the Stock Exchange and the Company and the results
are available for inspection by the shareholders of the Company
upon request made to the Company Secretaries. The attendance
record of the Directors at the meetings is set out on page 40 of
this Annual Report.

Besides general meeting, the Executive Directors and senior
management of the Company met with various investors
during the year to enhance interactive communications with
shareholders and investors. Our official website contains timely
updated company news, corporate information, announcements,
and interim and annual reports of the Group, all of which are
available for download with a view of making easy access to
corporate information for the shareholders and investors of
the Company. Circulars, interim and annual reports are sent to
shareholders of the Company and investors in a timely manner
and they are also available on the websites of the Company and
the Stock Exchange.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

SHAREHOLDERS’ RIGHT

The Company follows a policy of disclosing information to
shareholders in a timely manner. Members of the Board meet
and communicate with shareholders at the 2017 AGM and the
EGM. The notices of the AGM and EGM is distributed to all
shareholders at least 20 clear business days prior to the AGM
and EGM and accompanying circular also set out details of each
proposed resolution and other relevant information as required
under the Listing Rules. The Chairman proposes separate
resolution for each issue to be considered and put each proposed
resolution to the vote by way of a poll. An explanation of the
detailed procedures of conducting a poll will be provided to
shareholders at the commencement of the AGM, to ensure that
shareholders are familiar with such procedures. Voting results
are available in the Company’s website on the day after the
AGM. The Chairman of the Board has attended at annual general
meeting and/or general meeting to be available to answer
questions from shareholders.

In accordance with the Articles and the Companies Ordinance,
any members holding at the date of the deposit of the
requisition not less than one-twentieth of total voting rights of
the Company, is entitled to deposit a requisition to the registered
office of the Company to convene an extraordinary general
meeting of the Company.

The requisition must state the objects of the meeting, and
must be signed by the requisitionists and deposited at the
registered office of the Company at 10/F, Billion Plaza 2, No.
10 Cheung Yue Street, Cheung Sha Wan, Kowloon, Hong Kong
for the attention of the Board or the Company Secretaries. The
documents may consist of several documents in like form, each
signed by one or more requisitionists.

The request will be verified by the Company’s Share Registrars
and upon their confirmation that the request is proper and in
order, the Board will convene the EGM by serving sufficient
notice in accordance with the statutory requirements to all the
registered members. On the contrary, if the request has been
verified as not in order, the requisitionist will be advised of this
outcome and the EGM will not be convened as requested.
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CORPORATE GOVERNANCE REPORT (CONTINUED)
EEER®RE (H)

If within twenty-one days from the date of deposit of the
requisition, the Board fails to proceed to convene such meeting,
the requisitionists, or any of them representing more than
one-half of the total voting rights of all of them, may themselves
convene an extraordinary general meeting in the same manner,
all reasonable expenses incurred by the requisitionists by reason
of the failure of the Board to duly convene the extraordinary
general meeting shall be reimbursed by the Company to the
requisitionist(s).

FINANCIAL REPORTING

The management provides such explanation and information
to the Board so as to enable the Board to make an informed
assessment of the financial and other information put before the
approval by the Board.

The Directors acknowledge their responsibility to prepare
financial statements for each financial year which give a true and
fair view of the state of affairs of the Group and in presenting
the interim and annual financial statements, and announcements
to shareholders. The responsibilities of the Directors in relation to
the financial statement, should be read in conjunction with, but
distinguished from, the Independent Auditor’s Report on pages
63 to 70 which acknowledges the reporting responsibilities of
the Group’s auditors. The Directors aim to present a balanced
and understandable assessment of the Group’s, position and
prospects. The Board is not aware of any material uncertainties
relating to events or conditions that may cast significant doubt
upon the Group’'s ability to continue as a going concern, the
Board therefore continues to adopt the going concern approach
in preparing the accounts.

The Board acknowledges its responsibility to present a balanced,
clear and understandable assessment in the Company’s annual
and interim reports, other price-sensitive announcement(s) and
other financial disclosures required under the Listing Rules, and
reports to the regulators.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

COMPANY SECRETARY
As at the date of the Annual Report, the Joint Company

Secretaries of the Company are Ms. Mak Po Man and Mr. Yeung
Yuk Lun, the Chief Financial Officer of the Group. They are
employees of the Company and responsible for providing advices
to the Board for ensuring the Board procedures are followed
and that the applicable laws and regulations are complied with.
Ms. Mak Po Man has resigned as joint company secretary on
21 March 2018. After the resignation of Ms. Mak Po Man,
Mr. Yeung Yuk Lun remains as the Company Secretary of the
Company.

The Joint Company Secretaries of the Company have complied
with all the proposed qualifications, experience and training
requirements under the Listing Rules.

CONSTITUTIONAL DOCUMENTS
During the year, there is no significant change in the Company’s
constitutional documents.
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SUSTAINABILITY REVIEW
Al A RO

About This Review

The following Sustainability Review (“this Review”) reports the
Group’s primary sustainability activities associated with our
operations in machinery manufacturing and printed circuit board
("PCB") processing throughout 2017.

In accordance with the amendments made to the Environmental,
Social and Governance Reporting Guide (the "ESG Guide”) and
related Listing Rules issued by The Stock Exchange of Hong Kong
Limited in January 2016, this Review incorporates information
and data primarily gathered from the Hong Kong Headquarters
of Cosmos Machinery Enterprises Limited, Dong Hua Machinery
Ltd. in Dongguan (“Dong Hua"”), and Shenzhen Gainbase Printed
Circuit Board Co. Ltd. (“Gainbase”). Subject to the development
and data availability of all our subsidiary businesses, the Group
continues to review the scope of reporting annually, with the aim
of addressing our most significant issues related to social and
environmental performance.

Materiality Assessment

Over the years, we have engaged with major stakeholder
groups on a regular basis, including, but not limited to, our
staff, customers, suppliers, governmental and regulatory bodies
and non-governmental organisations. This engagement has
taken place through diverse communication channels: daily
correspondence, meetings, surveys, reports and group activities.
Starting from 2014, the Group has also conducted a series of
engagement programmes with our major stakeholders through
the Hong Kong Productivity Council; these programmes gather
input to help us identify the sustainability issues that are most
material to both the Group and our stakeholders. In this Review,
our performance is highlighted against a list of material issues
by providing reference indices to the corresponding general
disclosure aspects and key performance indicators (“KPIs”)
stipulated in the ESG Guide.
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SUSTAINABILITY REVIEW (CONTINUED)
ARERRER (&)

Table 1: Material issues disclosed in this Review cross- R1: AEEEENEEZERIEENCESG
referenced with ESG Guide aspects Bol)Z2BEMR

Corresponding

aspects in the ESG

Subject area Material issues disclosed in this Review' Guide
FEHR AEEKBENEERE HEEMCESGIESI) BE
Environmental e  Waste recovery and recycling Al
RiE BE WO W K B IR A s
e Air quality
ZREE
e  Policies and initiatives to mitigate impacts on the environment| A2, A3
and natural resources
FEERRNRAERTZENBRRMNER
Social e  Staff remuneration and benefits B1
e 8 T # B & A2 A
e Qccupational health and safety B2
BEEEaALe
e  Staff development and training B3
8 TR R
e Compliance with labour standards and regulations B4
B TIRAERAR DI
e Supply chain management B5
H e g2 5 38
e  Product responsibility B6
EmAE
e Anti-corruption B7
RES
e Community care B8
BiEtE

" There are no changes to the material issues in this report — the ! ARERENEZEZB N B EMEH K&
issues are identical to the issues contained in the Sustainability BEEEBERNQ016F HR) F /Y [ 7] 48 %
Review found in the Group’s 2016 Annual Report. REE| BN EZEZERT
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SUSTAINABILITY REVIEW (CONTINUED)
AEEERERE ()

ENVIRONMENTAL SUBJECT AREA

General disclosure

The Group is committed to operating in an environmentally
responsible manner which reduces the potential negative impacts
of our business. We strive to minimise our carbon emissions
through the efficient use of natural resources, the development
of energy-saving products, the implementation of waste recovery
and recycling measures and the control of emissions.

The Group strictly complies with all applicable environmental
legislation and requirements. During the year under review, there
were no instances of non-compliance with local environmental
laws and regulations. To go beyond local legal compliance,
we also take reference to the relevant international, national
and industry standards — for example standards relating
to environmental management, air pollutants and noise
emissions. Gainbase has obtained ISO 14001 certification for its
environmental management system, with comprehensive energy
management guidelines, internal policies and targets having been
established to save energy and enhance efficiency. In addition,
to help identify and address environmental risks more effectively,
our manufacturing plant has completed a risk analysis report on
potential environmental emergencies that may occur during the
production process; with corresponding emergency protocols and
action plans also having been developed to mitigate any negative
environmental impacts in the event of any emergencies.

Prior to commencing major construction or expansion projects,
environmental impact assessments are carried out to ensure
that any impacts on the environment are minimised. To prevent
and mitigate such impacts, our manufacturing facilities have
implemented a number of environmental measures, including
the installation of rinsing and filtering equipment to reduce
particulates and dust emissions, and the application of the latest

technologies to improve energy efficiency.
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To reduce the environmental footprint of the products that we
manufacture, the Group endeavours to explore new technical
frontiers and enhance product design. During the year, the
Group presented our most advanced energy-efficient machine
models at the 31¢t International Exhibition on Plastics and Rubber
Industries in Guangzhou. These included the 393SEc servo
energy saving thin-wall high special injection moulding machine,
the 450JSell small and medium size servo-driven two-platen
injection moulding machine, and the Ge electric-plus. These new-
generation machines feature enhanced levels of productivity and
cost efficiency, and more importantly, greatly reduced energy
consumption. Furthermore, our software application which
provides intelligent machine operation control, named iSee, has
been upgraded and optimised to version 4.0. By enabling the
real-time monitoring of automated processes, iSee 4.0 helps
users manage energy consumption more effectively.

Emissions control and waste management

To reduce the release of the air pollutants, wastewater and
solid waste generated during our manufacturing processes, the
Group applies various green measures that lessen the associated
environmental impacts of these emissions and conserve natural
resources. For example, active carbon filters, central exhaust
systems and water spray devices have been retrofitted in Dong
Hua to reduce airborne pollutants. To reduce the consumption of
fresh water, Gainbase invested over HKD10 million to establish
a wastewater treatment and reuse system, which allows around
38% of wastewater generated to be reused in the production
line. In partnership with the Hong Kong Productivity Council,
Gainbase’'s wastewater treatment facility features European
environmental technology which uses the decomposition of
organic substances to lower the discharged wastewater’s
chemical oxygen demand to around 50-60 mg/L (the regulatory
limit is 90 mg/L), providing a best green manufacturing practice
reference for the industry.
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SUSTAINABILITY REVIEW (CONTINUED)
AEEERERE ()

The Group understands that industrial waste generated by
production plants often contains many useful materials; hence we
seek every possible way to minimise our solid waste generation.
Qualified contractors are engaged to handle hazardous waste,
with any recyclable materials such as scrap metal, plastics, paper,
waste oil and oil paint containers being separated at source for
recycling by waste management companies. The Group also
implements source reduction and recycling measures to minimise
solid waste generation in our factories’ living quarters — for
example, putting up reminders and posters in staff canteens to
encourage staff to order suitable portions of food and minimise
food waste.

Sustainable use of resources

Energy consumption is one of the major generators of
environmental impacts in our business. We are constantly
researching new technologies and upgrading manufacturing
hardware to improve energy efficiency at our production plants.

During the year, Dong Hua implemented the following measures:

e Installed a provincial motor in the power distribution room,
which has reduced electricity consumption by around 5-7%;

e  Started using an inverter air compressor, which has reduced
electricity consumption by around 20%; and

e Replaced traditional industrial and mining lamps with high-
efficiency LED mining lights, reducing electricity consumption
by around 10%.
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Green practices

The Group strives to integrate green concepts into our business
operations and the daily lives of our staff. To foster a “green
workplace”, a variety of green practices are shared with and
promoted to our staff to enhance their environmental awareness.
For example, we encourage our staff to develop a habit of
reading documents onscreen, rather than on paper, select
double-sided print options, reuse paper that is printed on one
side only and set up waste paper collection points in the office
to promote recycling. In 2017, a number of green activities were
arranged to motivate our staff to adopt an environmentally
responsible lifestyle. These included the “VR Power Challenge”,
a "No Plastic Bottle Day”, and participation in the Earth Hour
campaign. These activities enabled our staff to experience a
green lifestyle in several ways — generating renewable energy by
riding a bicycle and cutting down on their use of plastic bottles,
for instance.

Participation in the “VR Power Challenge”
S2MIVREEERE]
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SUSTAINABILITY REVIEW (CONTINUED)
ARERRERE (R)

Environmental data summary RIEEE—E
Table 2: 2017 Resource Consumption Data Summary F2:2017FBERHEAEHERE
Description ‘ Unit Amount
5l B HE
Diesel for stationary combustion [&l & ¥4 K F 42 5m litres A7+ 50,580
Natural gas KA R m3 37 J5 K 20,000
Diesel for vehicles &5 F 42 litres AFF 37,325
Petrol for vehicles B2 F3 /4 H litres A FF 74,567
Electricity & kWh F F B 48,241,965
Water 7K m3 3 75K 519,146
Packaging (plastics) B& ¥ (£ RB) tonnes Al 7.5
Table 3: 2017 Emissions Data Summary F3:2017FBEBIE R 2
Description ‘ Unit Amount
&5l By Y=
Wastewater E7K m3 32 J5 K 411,258
SO, —&A1bET m3 37 75K 4,348
NO, A L) m3 3 5K 1,824
Indirect greenhouse gases 1% J& = 5 822 tonnes of CO,e 25,953
NE=RLIREE
Table 4: 2017 Waste Collection Data Summary? =4 1 2017 R Uk = B iy =3
Description Unit Amount
Al B HME
Hazardous Waste Waste oil % H tonne AWA 12
REREY Oil containers ji & 284 tonne A WA 8
Oil paint containers JH &R A 284 tonne AMWA 3
Non-Hazardous Waste Metals (e.g. steel, iron, welding slag) tonne AMA 638
FBEEREY B (- & BREE)
Plastics 28 2 tonne A8 5
Paper (e.g. cardboard) #% 5k (40 454R &) tonne ANA 42
Others (e.g. scrap, wiring) Eftbh (202 A% - BRF) tonne AMA 180

Notes: s

1. SO, and NO, data are applicable to Dong Hua only. 1. — SRk atDEBERBERRERE -

2. Indirect greenhouse gas emissions are estimated from electricity 2. R A= EkREEREEeWHAREE
consumption data using the latest emissions factor published by CLP REBR AT ABHZFHEREFETHE -
Holdings Limited.

3.  Waste data is applicable to Dong Hua only. 3. BEUEBEIBEBNEE-

4. 0il containers and oil paint containers may contain hazardous 4. HAZRRHEZAZRHZSHEZYE o

substances.
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SOCIAL SUBJECT AREA

General disclosure

The Group's continued success and growth are reliant on the
talent, dedication and teamwork of our staff. Echoing our
corporate philosophy of being “people-orientated, pragmatic and
continuously learning”, we view talent attraction, occupational
health and safety and staff development as integral parts of the
Group’s long-term development. Meanwhile, we are committed
to embedding sustainability within our supply chain in order to
attain full customer satisfaction while creating shared value with
our suppliers and supporting the development of the community.
During the reporting year, we were delighted to have been
awarded the “10 Year Plus Caring Company Logo” by the Hong
Kong Council of Social Service, a recognition that reaffirms the
substantial efforts we put into caring for our staff and caring for
society.

The Group endeavours to foster the best possible work
environment for our staff. The Group also respects human rights
and complies with local labour, workplace and social standards.
We are firmly committed to safeguarding the well-being and
integrity of our staff and have formulated forward-thinking
policies and guidelines and established a code of conduct which
all staff are expected to follow. We provide equal opportunities
for all qualified applicants and staff and refrain from any type
of discrimination. The Group does not tolerate any form of
corruption, forced labour, child labour or sexual harassment
anywhere in our operations.

To facilitate communication between our staff and the
Group’s management, we have put in place a diverse set of
with
measures also in place to ensure the confidentiality of personal

communication channels and grievance mechanisms,

data. We strictly abide by the local labour laws of the countries in
which we operate, and adhere to industry codes of employment.
During the reporting period, no legal cases were registered
regarding our labour practices, market operations or any issues
related to product responsibility.
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SUSTAINABILITY REVIEW (CONTINUED)
AEEERERE ()

= by Lreyrem el
AL L Bl Ll I

Awarded the Caring Company Logo for the tenth consecutive year

BEETFERE(BARBEIED

Employment and welfare

The Group values the contributions of our staff and recognises
their performance through competitive remuneration and
benefits, allowing us to retain high-calibre staff. We operate
a performance-based appraisal process which assesses the
capabilities and leadership abilities of our staff at different levels
on a regular basis — this allows us to adjust remuneration and
bonuses accordingly and inspire both career and personal growth.
On top of medical insurance, provident fund and pensions, we
offer our staff various leave entitlements including annual leave,
marriage leave, maternity and paternity leave, bereavement leave,
examination leave and injury leave.

We place a strong emphasis on promoting a healthy work-
life balance and have adopted a pro-family policy. During the
year under review, we planned a variety of social activities that
allowed our staff to stay healthy and fit all year round, among
which were an “Office Fruit Day”, monthly birthday parties and
New Year parties. In 2017, the Group also prepared thoughtful
gifts for our staff on Mother’s Day and Father’s Day.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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Outside the workplace, we organised internal sports activities
such as football, basketball and badminton and arranged or
took part in external activities including the 2017 Cosmos
Health Walk, the 2016/17 New Territories “Walk for Millions”
and the Fifth Dongcheng Sports Competition. The 2016 annual
employee appreciation dinner was a highly-anticipated event
which honoured staff exemplifying excellence in their daily work
practices. To celebrate the long-term commitment and loyalty
of staff, long service awards of 10 years and 20 years were also
presented during the event.

SUSTAINABILITY REVIEW (CONTINUED)
ARERRERE ()
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Staff at a monthly birthday celebration
BAXBEEEIAR

Workplace health and safety

The Group places great importance in building a strong health
and safety culture for all our staff. Our manufacturing facilities
in the PRC have established policies and guidelines regarding
safety equipment, occupational hygiene and the prevention of
occupational diseases, setting out clear roles and responsibilities
for health and safety at all levels. Gainbase has established a
Safety Production Committee made up of safety officers who
are in charge of monitoring and managing safety initiatives and
preventing workplace accidents. Health and safety courses and
refresher training sessions are regularly conducted, covering
topics such as first aid, handling hazardous chemicals and
production safety. In addition, large-scale emergency fire drills
and site inspections are conducted on a regular basis.
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SUSTAINABILITY REVIEW (CONTINUED)
ARERRERE (R)

Fire drill by Dong Hua in 2017
2017 FRENERE

In August 2017, continuing an established practice, the Group — ML - AEBER2017F8ALERE R
organised a complimentary annual health screening for different FHEBAMNETRMHFEFEIRE  RETE
levels of staff in Dongguan. Dong Hua was also invited to join H2M[2017TFR=MEXE2EEBRND] X
the “2017 Dongguan Safety Production Engagement Day”, HROGEEEHBUTEZA/EANEETETHE &K
supporting the implementation of safety-oriented production MIFEER/RFERNLEE - TEHEIFEIIRE
responsibility in enterprises. We strive to serve as a leading MEMEFNLZE2EEEERAL -

light for the industry by consistently enhancing our training

programmes and keeping abreast of the latest laws and

regulations concerning production safety.
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Conducting annual medical check-ups

FESBERE

Staff development

We strongly encourage our staff to take part in various training
programmes and provide necessary support for them to enhance
their professional skills and knowledge as well as assist in their
career development. Each year, the Group formulates and
allocates budget to a variety of training programmes. We tailor-
make orientation training programmes and apprenticeship
programmes for new recruits, while a range of internal and
external training courses are offered for all staff based on
their roles and needs. In 2017, we offered training and career
development programmes in English language, technical
knowledge, I1SO 9001:2015 internal auditor training, business
management and enterprise resource planning.

Supply chain management

The Group has been progressively including sustainability as a
core element in our supply chain decision-making processes,
which is changing how we engage with and assess our suppliers.
We constantly review our supply chain management policies
and green procurement guidelines, and the performance of our
suppliers is regularly assessed. Any breaches made in our supplier
requirements may lead to legal action in accordance with our
corporate policies.

SUSTAINABILITY REVIEW (CONTINUED)
ARERRERE ()

2017 Dongguan Safety Production Engagement Day
017FREMRELEEFAA
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SUSTAINABILITY REVIEW (CONTINUED)
AEEERERE ()

The Group seeks to understand the social and environmental
impacts generated throughout the lifecycle of our products by
means of regular engagement with our contractors. Together,
we ensure compliance with local laws and regulations concerning
product safety, product declaration and labelling, human rights,
customer privacy protection, anti-corruption and intellectual
property rights.

Product quality

Improving product quality, from sourcing to manufacturing,
is one of the Group’s key priorities. We consider both social
and environmental aspects when sourcing raw materials. All
manufacturing units strive to ensure that their raw materials
and products meet strict international standards such as the
European Union legislation called the “Restriction of the Use
of Certain Hazardous Substances in Electrical and Electronic
Equipment (recast)” and halogen-free requirements defined
by the International Electrochemical Commission. Our Quality
Department is responsible for performing product quality auditing
and monitoring, end-user satisfaction tests and handling product
recalls when necessary. In addition, our production facilities in
the PRC demonstrate our firm commitment to providing quality
products through the establishment of systems for controlling
quality management that are certified to international standards
(e.g. I1SO 9001 and ISO/TS 16949), product safety systems (e.g.
UL), and environmental management systems (e.g. ISO 14001).

Caring for the community

The Group actively promotes and participates in community
initiatives in order to contribute to the sustainable development
of both our business and society. A staff volunteer team has
been established, which takes part in charitable events and
gathers donations and supplies for those in need. In one of many
social efforts made this year, this team joined hands with a group
of stroke patients to create a beautiful piece of art adorned
with colourful buttons to share our best wishes with them and
raise public awareness about strokes. In 2017, our employees
volunteered a total of 56 hours. The Company donated around
HK$32,000 to local charitable services.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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SUSTAINABILITY REVIEW (CONTINUED)
ARERRER (&)

HEEE-BEX

Social data summary

Table 5: Total Staff Headcount (as of 31 December 2017) and Xk5:8 T4 A& (H E2017F12831H) &
2017F B TRAANE

2017 Annual Staff Turnover

Category Description Staff Headcount Annual Turnover
]| B BT A FERKAH
Gender Female 524 305
L]l pegi3
Male 1,124 574
B
Rank Senior Level 19 4
B =2RAE
Middle Level 109 11
FRAEB
General Staff 1,520 864
—BBAAR
Age Under 30 661 521
FHe 305 AT
30-50 919 348
30-50%%
Over 50 68 10
505% A E
Geographic Region Hong Kong 34 3
& BE
Mainland 1,614 876
H D A
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SUSTAINABILITY REVIEW (CONTINUED)
ARERRERE (R)

Table 6: Workplace Health and Safety Performance Summary X6 IEEERELZ2EIHE
Workplace Health and Safety Performance 2017
THEBRERZZEN 20174
Number of work-related fatalities 0
B {E R AR B Y Bl BOMNRE
Number of work-related injuries 10
HERHANTERH
Days lost due to injury 378
HIGHEEATIEBH
Table 7: Total and Average Training Hours Per Staff in 2017 R7 20175 4R35 51 B 2 A 3935 50 B 38

Average Training Hours

Category Description Total Training Hours Per Employee
5l #t 8 #8331 B B A IE IR B
Rank Senior Level 170 9
B R BR/AE

Middle Level 662 6
RRAE

General Staff 7,276 5
—REBRET

62  COSMOS MACHINERY ENTERPRISES LIMITED
AEBHEEERD A



INDEPENDENT AUDITOR'S REPORT

TING HO KWAN & CHAN
CERTIFIED PUBLIC ACCOUNTANTS (PRACTISING)

9th Floor, Tung Ning Building
249-253 Des Voeux Road Central
Hong Kong

TO THE MEMBERS OF COSMOS MACHINERY ENTERPRISES LIMITED
(incorporated in Hong Kong with limited liability)

OPINION

We have audited the consolidated financial statements of
Cosmos Machinery Enterprises Limited (the “Company”) and its
subsidiaries (collectively referred to as “the Group”) set out on
pages 71 to 227, which comprise the consolidated statement of
financial position as at 31 December 2017, and the consolidated
income statement, the consolidated statement of comprehensive
income, the consolidated statement of changes in equity and the
consolidated statement of cash flows for the year then ended,
and notes to the consolidated financial statements, including a
summary of significant accounting policies.

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

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs"”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’'s Responsibilities for the Audit of the Consolidated
Financial Statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (“the Code”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient and
appropriate to provide a basis for our opinion.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
BYZBE®RE (&)

KEY AUDIT MATTERS

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

matters.

BARESEE
REFFHASRERMANEXHE &5
BAHEAVBREANBAR/EENS
B EFRFRRERMEFEBRAWBR
REEABRBEETREN - HATSHZ
FEHEREHEBNHER -

Key Audit Matter
HRETEE

How our audit addressed the key audit matters

BN ERNMEERARERSER

Impairment of goodwill

Refer to note 19 to the Group consolidated financial
statements.

F2HEEEFA T BRMKRMTI0 -

The Group has goodwill of HK$53,483,000 relating to
the acquisition of KFE Hong Kong Co., Limited in 2013
which is engaged in trading of printed circuit board.
EEERR T =FRBHBR_ENEEEERAQ
Bl (A EREIRES) - BRE53,483,0008 T °

Management has concluded that there is no
impairment in respect of the goodwill. This conclusion
was based on an estimation of the value in use of the
cash-generating units (“CGU") to which goodwill has
been allocated. The value in use calculation requires
the Group to estimate the future cash flows expected
to arise from the CGU and to determine a suitable
discount rate in order to calculate its present value.
Key assumptions for the value in use calculation are
future cash flow forecast, growth rate and discount
rate, where small changes of them can result in a
significant change in the value in use.
ERERRAUEFARIBNRE Z&ERHRBESE
ShEmENREELBU ((ReELEM])EAEE
WAt mEL -t ECABER  EXEAMGES
BREELBUEENARRRASRRETSENMER
EAAERBE -FEERAEENTIERRARKE R
IR BERXRPRXR  EREHALR /N2
AHEREEBRKEANED -

The impairment assessment involves significant
judgments made by management and therefore is
identified as a key audit matter.
REFTESREBEBELNEXRAE - BUbBEHENR
RIS ESTFIE -

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

BERE
Our procedures in relation to management’s
impairment assessment included:

BMMEREE ZREN G ZEFBE

Obtaining the cash flow forecast prepared by
management, reviewed and discussed with
management on the major assumptions adopted
in the cash flow forecast for each CGU and
checked arithmetic accuracy of the forecast
calculation.

NEEEERRMNBESNEAL  EEEESH
kilwmBREeRBAIRSEAReELELK
ARNEFERR  TREAEBANEERSTLE
tE -

Comparing the growth rate, budgeted sales and
gross margin to historical results to determine the
reasonableness of the assumptions.

BERR FAEHERENREBEREFL
B UBEETBRIREEARE -

Assessing the discount rate used by
management in the cash flow forecast by
benchmarking against the required rate of
return adjusted for industrial specific factors.

NITEREEAZFABNMTOREQEE  §
EIRENIREIRIBA T AT A ERIR RAEL S o

Reviewing the sensitivity analysis prepared by
management on the significant assumptions
including the growth rate and the discount
rate to evaluate the extent of impact of these
assumptions on the cash flow forecast.
ERNEEEREARR (BHEERENUFX)
MENFRELN  UTEZEBRREELR
BRINFZERE -



INDEPENDENT AUDITOR’S REPORT (CONTINUED)

BYZHEHRE ()

Key Audit Matter
HRESSR

How our audit addressed the key audit matters

EMNERNMEE@ARERER

Accounting for restructuring provisions
Refer to note 30 to the Group consolidated financial
statements.

F2HERERA M IEHAME30 -

The recognition and valuation of the provision in
respect of restructuring is highly judgmental and
assumptions based.

RN AERABESERBEAERRERNRR -

The determination of whether or not a present obligation
exists is a judgmental process. The actual future
expenses to complete the restructuring require significant
estimates. As disclosed in the note 30 to the consolidated
financial statements, the reversal of restructuring
provision of HK$31,101,000 is recognised in consolidated
income statement.

ETEMEEIRAFERTEERHE - sl EAMT
WARRERFAXFERS MG - HOGEHBEHREW
FE30FT# BR B 131,101,000 2 E A & B B B R 4R
AR RPHER -

The restructuring provision assessment involves
significant judgments made by management and
therefore is identified as a key audit matter.
BEHBGB GOSN ERBRAELNE XA - BibK
BRI REREGTERE -

EARBENETTERE

Our procedures in relation to management’s assessment
on restructuring provision included:

B EEE 2 EARENEZIEFEEE

We have inspected the minutes of board of
directors meetings where the progress of the
restructuring were deliberated on during the
meetings and we have tested and concurred
with management’s judgment in respect of the
existence of a constructive obligation concerning
the planned restructure exercise. We tested
the decision making process, the existence of
sufficiently detailed plans of the Group and the
communications in this respect.
BMPCEHESE XL BN AREREEE
EEARBMEAS  TEREEEHLTE
MEATEFERTEREENHE - RS
HRRBR BARABRIFHANESEE
MEELTENBBETAHA -

The provision for severance payments included
using the assumptions on estimating the
number of employees that will ultimately
be affected under the production capacity
optimisation process. We have assessed
and challenged these assumptions made by
management based on the relevant rules and
regulations in place and the past experience
of the Group in handling similar exercise and
also assessed the assumptions made on the
relocation expenses. We found no material
exceptions in our testing.
ENERBREEMTEHRRERERELER
TENBEIHANRKR -BAERERBEER
MROIAREEBEERUEHNBERLSR
AEMEAZEHEEEFELNRR L H5
WMBEELONBREETTME - BHMPOMFAF AL
BEEBEMEAPIIMER

We also considered whether separate disclosure
of the restructuring charge is appropriate and
discussed this with management and the audit
committee. We concurred with their conclusion
that separate disclosure and presentation are
helpful in understanding financial performance.
BPTEZRBYUREEHERRDEE I
HUHBRERERERZESETH® o HFIR
BREN W - BIUIRE R 258 B O IR R B 75
R o
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
BYZBE®RE (&)

Key Audit Matter
HRESSEAE

How our audit addressed the key audit matters

BN ERNMEERARERSER

Valuation of inventories

Refer to note 25 to the Group consolidated financial
statements.

FR2HEEERE M RRME25 -

The Group has inventories with carrying amount
of HK$524,571,000 which is subject to a risk that
changes in customer demand could result in some
products becoming slow-moving or obsolete, such
that they could not be sold or could only be sold with
selling prices that are less than the current carrying
value. This means there is inherent subjectivity and
estimation is needed in determining the level of
inventory provision required.
ESEREEREES24571,000 2 FEFEREFS
REEHE D ERBIHICBE - FHEZLENE
AAEREREAENEELENRR HBE 2 &
BEMTEERBRKTIRBEFEIEMEMEFTNES -

The Group has made an inventory provision of
HK$2,400,000 in 2017. Significant judgments on the
percentage of general provision and the amount of
specific provision made are required by management in
determining the adequacy of the inventory provision.
ESER T — L F{EH B 2,400,000 2 7 & #
B -BEFERBREEAIN TEEEER —KRE
WAL R EBRENSRIELERAE -

We identified the valuation of inventories as a key
audit matter due to the significance of the balance
to the Group consolidated financial statements as a
whole, together with the judgment associated with
determining the adequacy of the inventory provision.
ERNFEAKEGAVBRREBEBLNEZM - ML
BEFERGBRARIR P RAEG  AtFER[ER
BRI AR EAER -

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

FEME
Our procedures in relation to management’s assessment
on inventory provision included:

BAREREZFE

wRHAZIEF B2

Inquiring and understanding from management
the inventory provision policy of the Group.
MEREEEHARTHREESENTEREBEE

Assessing the reasonableness of the inventory
provision made by the Group by obtaining
the aging analysis and slow-moving inventory
lists from management and discussing with
management on the basis of inventory provision
made.
MERERGSBEFRESDTRERFEEE
VEHERBN®TEREBENELE  EMARE
SEMEENTFERGBREARE -

Performing testing on the inventory ageing
to assess the accuracy of the basic data used
to determine the provision and re-performing
the provision calculation to check arithmetic
accuracy.

MFE R EFHETRS - AR 1 H B
BREARBIBR D ER WENMTEREHENUZ
BEEMERL -

Understanding from management the rationale
for the specific adjustments and assessing the
assumptions made where there are specific
adjustments on the inventory provision.
MEBETHMEEARNER ThBEER
B R E AR PTEH A RER ©

Reviewing subsequent sales on the inventory
samples selected to assess whether the
inventories were able to be sold at prices above
their carrying values.

ERLERNFEERAZ BEHEMR - T4
FERAAREPERAENEBREL -



INDEPENDENT AUDITOR’S REPORT (CONTINUED)

OTHER INFORMATION IN THE ANNUAL REPORT
The directors of the Company are responsible for the other

information. The other information comprises the information
included in the annual report, other than the consolidated
financial statements and our auditor’s report thereon.

Our opinion on the consolidated financial statements does not
cover the other information and we do not express any form of
assurance conclusion thereon.

In connection with our audit of the consolidated financial
statements, our responsibility is to read the other information
and, in doing so, consider whether the other information is
materially inconsistent with the consolidated financial statements
or our knowledge obtained in the audit or otherwise appears
to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of
this other information, we are required to report that fact. We
have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS AND AUDIT
COMMITTEE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

Audit Committee is responsible for overseeing the Group’s
financial reporting process.

BYZHEHRE ()
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
BYZBE®RE (&)

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF
THE CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. Our report is
made solely to you, as a body, in accordance with section 405 of
the Hong Kong Companies Ordinance, and for no other purpose.
We do not assume responsibility towards or accept liability to
any other person for the contents of this report. Reasonable
assurance is a high level of assurance, but is not a guarantee that
an audit conducted in accordance with HKSAs will always detect
a material misstatement when it exists. Misstatements can arise
from fraud or error and are considered material if, individually or
in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these
consolidated financial statements.

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

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

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

o evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and
related disclosures made by the directors;

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)

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

. evaluate the overall presentation, structure and content
of the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and
events in a manner that achieves fair presentation; and

o obtain sufficient appropriate audit evidence regarding
the financial information of the entities or business
activities within the Group to express an opinion on the
consolidated financial statements. We are responsible for
the direction, supervision and performance of the group
audit. We remain solely responsible for our audit opinion.

We communicate with Audit Committee regarding, among
other matters, the planned scope and timing of the audit and
significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

We also provide Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships
and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.
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INDEPENDENT AUDITOR’S REPORT (CONTINUED)
BYZBE®RE (&)

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

The engagement partner on the audit resulting in the
independent auditor’s report is Mr. Chan Shu Kin.

TING HO KWAN & CHAN
Certified Public Accountants (practising)

Hong Kong, 8 March 2018
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CONSOLIDATED INCOME STATEMENT
el R

For the year ended 31 December 2017 # 2~ %

—tF A= —HIFE

2017 2016
“E-tF —E-RF
Notes HK$’000 HK$'000
fizt FET FET
Revenue A 586 2,446,848 2,192,287
Cost of sales HERR 25(b) (2,037,409) (1,878,696)
Gross profit EYi| 409,439 313,591
Other income and gains, net Hit AR = FE 6 43,840 21,352
Selling and distribution costs PHEER (145,043) (147,904)
Administrative expenses THER (244,887) (322,145)
Restructuring costs BHER 7 = (135,157)
Operating profit/(loss) "R,/ (BB 63,349 (270,263)
Finance costs NEER (20,483) (16,559)
Investment income BRERA 3,736 4,360
Share of results of associates R NEIE 3 3,324 568
Gain on disposal of a subsidiary HE—RNBARZ&T 37(a) = 122
Gain on deregistration of a subsidiary AH-—EHBRARZBEH = 2,512
Profit/(loss) before tax BRERRR (FR) 10 49,926 (279,260)
Taxation 1B 12 (6,076) (54,625)
Profit/(loss) for the year KERF,/ (FR) 43,850 (333,885)
Profit/(loss) attributable to: EEER/ (BE):
— Equity shareholders of the Company ~ARAREREA 27,284 (303,160)
- Non-controlling interests —JEir R 16,566 (30,725)
43,850 (333,885)
Earnings/ (Loss) per share for profit/(loss) FRAQNRIRERE B AER
attributable to the equity shareholders gRERN/ (H8)
of the Company during the year 13
- Basic —H& 3.80 HK centsifll  (42.29 HK centsi1ll)

FYOHEENTAZWEB AL A
consolidated financial statements. —EL1p o

MBHRERZ

The notes on pages 80 to 227 are an integral part of these
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME

SEHEWER

n\/T

For the year ended 31 December 2017 # 2~ %

—tF A= —HIFE

2017 2016
—E—tfF —E-RF
Notes HK$°000 HK$'000
M FET T
Profit/(loss) for the year RERF, (FE) 43,850 (333,885)
Other comprehensive income/(expense)  ANFEHBRFIER 2
for the year, net of tax: Hizmkas/ (Zd) 14
ltems that have been reclassified EEHNBEREBRAEN
or may be reclassified subsequently D ERmZIER
to profit or loss:
Exchange differences arising from BEBIINRBERERE
translation of financial statements EXZERER
of foreign operations 74,040 (75,096)
Changes in fair value of AHEESREE
available-for-sale financial asset ZNFEEEZS (129) 655
Share of reserves of associates il =N 1,956 (2,191
Reclassification adjustments: DERE
Release of translation reserve upon HE— BB QR
disposal of a subsidiary RERFERD = (55)
Release of translation reserve upon Rt — KB A Bl
deregistration of a subsidiary HEE 7 (o s B - (1,966)
Release of fair value reserve upon HEfEHESRERE
disposal of available-for-sale REATEERHERD
financial asset (930) =
74,937 (78,653)
ltems that will not be reclassified TEEMHEE
to profit or loss: BmHEE
Surplus on revaluation of properties BRVEERES
held for own use 21,240 4,281
96,177 (74,372)
Total comprehensive income/ rE2EKE (L) AHE
(expense) for the year 140,027 (408,257)
Profit/(loss) attributable to: EEEF (BE) :
- Equity shareholders of the Company YA ﬂﬁxﬁéﬁ*ﬁ/\ 113,900 (370,207)
- Non-controlling interests — JEFE IR A 26,127 (38,050)
Total comprehensive income/ rEZEKE (X)) AHE
(expense) for the year 140,027 (408,257)
The notes on pages 80 to 227 are an integral part of these H80BZE227H Wi BAGLEaMBE MK Z

consolidated financial statements.

COSMOS MACHINERY ENTERPRISES LIMITED
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
iR a IR AR

At 31 December 2017 —FE—+#F+-H=+—H
2017 2016
—E—+fF —E—RF
Notes HK$’000 HK$'000
k2 FET FET
Non-current Assets FRBEE
Property, plant and equipment ME - BEMRE 16 644,876 618,372
Leasehold land and land use rights THE T &+ (F AR 18 43,320 43,796
Goodwill RS 19 53,483 53,483
Intangible assets EREAE 20 7.838 9,221
Interests in associates B 2N A RE R 21 32,369 29,179
Available-for-sale financial assets AEEESREE 22 = 1,389
Finance lease receivables J'EMAZ BEHERIE 23 16,472 54,220
Deferred tax assets EEFIBEE 24 29,518 25,670
827,876 835,330
Current Assets REEE
Inventories FE 25 524,571 401,738
Finance lease receivables JELISZ mEARETE 23 100,965 57,935
Trade and other receivables B 5 K H KT 26 923,611 788,101
Other financial assets HihemEE 27 20,277 2,875
Current tax recoverable AHA AT W B 7R IR 1,473 1,101
Cash and bank balances RE NIBITEES 28 348,746 332,723
1,919,643 1,584,473
Assets of disposal group classified as D iEAFIEHE 2
held for sale HEHRREE 38 23,140 =
1,942,783 1,584,473
Current Liabilities REEE
Trade and other payables 2 5 N E M e FUIE 29 928,635 740,372
Provision for restructuring EAAEE 30 52,956 91,727
Amount due to an associate 4 ) — R B & R B FO08 865 565
Bank borrowings BITHER 31 380,598 320,149
Obligations under finance leases MEREBK 32 2,696 5,441
Deferred consideration payable BLEENRE 8,148 8,148
Current tax payable NEAFET R IR 7,622 115,255
1,381,520 1,181,657
Liabilities directly associated with the EEDfEAFIEHEZHE
assets classified as held for sale HREERERZAR 2
=K 38 26,723 -
1,408,243 1,181,657
Net Current Assets FRBEE 534,540 402,816
Total Assets less Current Liabilities ZEERRBERE 1,362,416 1,238,146
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION (CONTINUED)

REVBHRRK (&)

At 31 December 2017 —F—+F+=-A=+—H

2017 2016
—E2—+tF T —RF
Notes HK$'000 HK$'000
it FAET FET
Non-current Liabilities FREEEF
Bank borrowings RITER 37 45,125 35,175
Obligations under finance leases BMEMEER 32 = 2,694
Deferred tax liabilities EERIBEE 24 25,152 43,365
70,277 81,234
Net Assets REE 1,292,139 1,156,912
Equity =
Capital and reserves attributable RRARRERE AEIS
to equity shareholders of B AR fF A
the Company:
Share capital % 7 33 532,903 532,903
Reserves e 547,591 433,691
1,080,494 966,594
Non-controlling Interests R R 211,645 190,318
Total Equity EREE 1,292,139 1,156,912

The consolidated financial statements on pages 71 to 227 were
approved and authorised for issue by the Board of Directors on
8 March 2018 and were signed on its behalf by:

TANG TO
BE
DIRECTOR
EF

The notes on pages 80 to 227 are an integral part of these
consolidated financial statements.
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
1{""‘4,?;%@]%

—tF A= —HIFE

:w'.l'\
For the year ended 31 December 2017 # 2~ %

Attributable to equity shareholders of the Company
ARARERB AR

Non-
Share Retained controlling Total
capital Reserves profits Total interests equity
e e REET B8 FERER  REREE
(Note 34)
(Hi7t34)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHT FET FET FET FET
Balance at 1 January 2016 A_B-RE-A-B&H 532,903 132,311 670,099 1335313 232507 1,567,820
Loss for the year rEEE - - (303,760)  (303,160)  (30,725)  (333,885)
Other comprehensive (expense)/income  AEEMEE (X H) /I -
for the year:
Fair value gain: RABERN:

- Available-for-sale financial asset -IRHESRHEE - 655 - 655 = 655
Share of reserves of associates AN = (2,191) = (2,191) = (2,191)
Surplus on revaluation of ERVEERAH

properties held for own use - 3,761 - 3,761 1,426 5,187
Deferred taxation adjustment RIEHEAZ = (688) - (688) (218) (906)
Exchange differences arising from BEBNEBRRE

translation of financial statements EECERZR

of foreign operations - (66,563) - (66,563) (8,533) (75,096)
Reclassification adjustments: GECEL
Release of translation reserve upon B L NG

deregistration of a subsidiary REY ERS = (1,966) = (1,966) = (1,966)
Release of translation reserve upon HE R B AR

disposal of a subsidiary REHFEERD = (55) = (55) - (55)
Total other comprehensive AEAMZET AR

expense for the year - (67,047) - (67,047) (7,325) (74,372)
Total comprehensive RrERXAZLER

expense for the year - (67,047)  (303,160)  (370,207) (38,050)  (408,257)
Dividend paid to the non-controlling ~ XH#AFEREEZKE

shareholders - - - - (3,360) (3,360)
Partial disposal of a subsidiary HE— R B A7 HH

without loss of control BRETTE T'L%IME - 1,488 - 1,488 (712) 776
Disposal of a subsidiary HE—HHEA - - - - (67) (67)
Balance at 31 December 2016 RZB—RE

TZAZt-HA&H 532,903 66,752 366,939 966,594 190,318 1,156,912
Details of reserves of the Group during the year are set out in  KREBRAEE 7 EESFESHALLH

Note 34 to the consolidated financial statements.

T RmR M FE34A o
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (CONTINUED)

REEDZ2ER (F)

For the year ended 31 December 2017 # 2~ %

—tF A= —HIFE

Attributable to equity shareholders of the Company

KAAREREAER
Non-
Share Retained controlling Total
capital  Reserves profits Total interests equity
RA i REEN aE FERES ER4AE
(Note 34)
(Hfit34)
HK$'000 HK$'000 HKS$'000 HK$000 HK$000 HK$'000
FEx FAx A FET FEr FEx
Balance at 1 January 2017 “E—+F-HF-B&H 532,903 66,752 366,939 966,594 190,318 1,156,912
Profit for the year RERF - - 27,284 27,284 16,566 43,850
Other comprehensive income/(expense)  AEE M2 E iz / (K i) :
for the year:
Fair value loss: FWEEE?E
- Available-for-sale financial asset tHESREE - (129) - (129) - (129)
Share of reserves of associates fE E BENRRE - 1,956 - 1,956 - 1,956
Surplus on revaluation of BERVEEHAS
properties held for own use - 23,075 - 23,075 2,266 25,341
Deferred taxation adjustment REHEAZ - (3,750) - (3,750) (351) (4,101)
Exchange differences arising from BEBNEBRER
translation of financial statements EXCERER
of foreign operations - 66,394 - 66,394 7,646 74,040
Reclassification adjustment: PERE
Release of fair value reserve upon HEATHELESRHEE
disposal of available-for-sale RN TEERERD
financial asset - (930) - (930) - (930)
Total other comprehensive AEEMPERALE
income for the year - 86,616 - 86,616 9,561 96,177
Total comprehensive FE2ERALE
income for the year - 86,616 27,284 113,900 26,127 140,027
Dividend paid to the non-controlling XA FFERIRE 2 K &
shareholders - - - - (4,800) (4,800)
Balance at 31 December 2017 NZE— &
TZAZT- A&k 532,903 153,368 394,223 1,080,494 211,645 1,292,139
Details of reserves of the Group during the year are set out in AEERAEE 2 HiEGEHHFHNES
Note 34 to the consolidated financial statements. KM zEI4A
The notes on pages 80 to 227 are an integral part of these ZE80B E227E M BALGAE T ERE Y

consolidated financial statements.
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CONSOLIDATED STATEMENT OF CASH FLOWS
n‘/-.r\/\IE@/}ILE’%:Z

For the year ended 31 December 2017 &t 2 —F—+#1+_A=1+—HIFF/Z

2017 2016
“E—+tF —E-RF
Notes HK$'000 HK$'000
o3 FET FAET
OPERATING ACTIVITIES KEED
Profit/(loss) before tax BREALEA, (BB) 49,926 (279,260)
Adjustments for: BN BIEAE
Interest income FEWA 9 (3,519) (3,579)
Finance costs BHBER 8 20,483 16,559
Realised and unrealised gain on BEEEZHREAR
held-for-trading investments BRRRERARN 9 (217) (682)
Dividend income fr B WA 9 - (99)
Gain on disposal of a subsidiary HE—RWBLAF &R - (122)
Gain on deregistration of a subsidiary A ENB AR AR - (2,512)
Gain on disposal of available-for-sale HETHIESHEEZAF
financial assets 6 (3,389) =
Share of results of associates LN e (3,324) (568)
Depreciation of property, WE - BEREETE
plant and equipment 10 63,702 70,402
Amortisation of leasehold G+ N 3 A
land and land use rights REH 10 1,379 1,390
Impairment loss of property, ME - BENRE
plant and equipment REE#E 10 = 3,073
Amortisation of intangible assets BREESE 10 1,383 1,383
Gain on disposal of property, HEME  KER
plant and equipment FfE 2 BRI 6 (57) (1,701)
(Surplus)/deficit on revaluation of ERWESH
properties held for own use (B#) /B4 10 (179) 955
(Unused provision for (EBEARBBEAEE) /
restructuring provision reversed)/ BAERE
restructuring provision 30 (31,101) 91,727
Loss and damage from typhoon [EDSES
— Property, plant and equipment % BEK
written off REME 1,469 -
- Inventories written off - FEME 3,927 =
Allowance for impairment of RERREREFE
bad and doubtful debts, net 10 6,075 51,789
Write-down of inventories, net FERERETE 25(b) 2,400 69,465
Operating cash flows before EEESRBAZRERER
changes in working capital 108,958 18,220
(Increase)/decrease in inventories FEGEm md (102,005) 69,349
Increase in finance lease receivables fEdr LS A E T IA M (4,221) (17,691)
Increase in trade and other receivables B 5 N H i W R IE 18 A0 (95,585) (94,858)
Increase in trade and other payables B 5 N Ho A B AT ZIE S AN 144,828 46,979
Cash generated from operations REFHEEZRSE 51,975 21,999
Restructuring costs paid ENEHER 30 (8,606) T
Hong Kong profits tax paid ENEB G (1,561) (2,988)
Overseas tax paid 2 E MR (12,493) (10,027)
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CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
ReERTRER ()

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2017 2016
—E—tF —T-RE
Notes HK$'000 HK$'000
st FET FET
NET CASH GENERATED FROM RETHELZHESFE
OPERATING ACTIVITIES 29,315 8,984
INVESTING ACTIVITIES REEH
Decrease in pledged BHEBRITETRD
bank deposits 8,054 205,450
Purchase of property, BEWE  BEREE
plant and equipment (58,372) (41,029)
Proceeds from disposal of property, HEWE BERRFHIZE
plant and equipment 3,444 12,212
Interest received BEUF & 3,519 3,579
(Increase)/decrease in other financial assets H &gt &E (32m) /H4 (16,983) 6,248
Dividend received from associates US B Bt o 1 AR B 1,467 -
Dividend received from listed YOER | AT 4t
available-for-sale financial asset EEZIE = 9
Repayments from/(advances to) associates Bt AR &R,/
(B THEE D R FE) 1,474 (2,687)
Proceeds from partial disposal of HE—RHHB AR R
a subsidiary 2B 37 - 776
Proceeds from disposal of HETHLESHEEZHA
available-for-sale financial assets 3,719 -
Net cash outflow from disposal of HEMBARZBE R FE
a subsidiary 37 - (2,494)
NET CASH (USED IN)/GENERATED FROM R &;EE (EH) ‘EE2
INVESTING ACTIVITIES ReRE (53,678) 182,154
FINANCING ACTIVITIES MEETDH
Repayment of bank loans BERTER 36 (259,987) (515,762)
Interest paid EF & 36 (20,301) (16,020)
Repayment of obligations BEREHERR
under finance leases 36 (5,439) (8,238)
Dividend paid to the non-controlling BAIH B A R 3R
shareholders of subsidiaries IR ER A AR 2 36 = (3,360)
Bank loans raised i RITER 36 352,878 301,496
Advance from an associate Y B — B & A B 2 5B 36 300 565
Finance charge paid THBERERE 36 (182) (493)

COSMOS MACHINERY ENTERPRISES LIMITED

REEBMEXERAD A



CONSOLIDATED STATEMENT OF CASH FLOWS (CONTINUED)
ReRTRER (F)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

2017 2016
—E—tf —E-RE
Notes HK$'000 HK$°000
Wiz FET FET
NET CASH GENERATED MEZBEL (R 2
FROM/(USED IN) FINANCING ACTIVITIES H&ZHE 67,269 (241,812)
NET INCREASE/(DECREASE) IN CASH BERBSSEEM GRD)
AND CASH EQUIVALENTS g e 42,906 (50,674)
CASH AND CASH EQUIVALENTS FIRERBEEEE
AT BEGINNING OF THE YEAR 264,829 327,393
EFFECT OF FOREIGN EXCHANGE ExpE
RATE CHANGES 8,187 (11,890)
CASH AND CASH EQUIVALENTS FREERBEEE
AT END OF THE YEAR 28 315,922 264,829

The notes on pages 80 to 227 are an integral part of these S80B ZE227B 2 ixBALAE MBHREZ
consolidated financial statements. —&Bp o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e SRR MR

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

1. GENERAL

Cosmos Machinery Enterprises Limited (the “Company”) is a
public limited company domiciled and incorporated in Hong
Kong and its shares are listed on The Stock Exchange of

Hong Kong Limited (the “Stock Exchange”).

The Company is an investment holding company. The
address of its registered office is 10/F., Billion Plaza 2, No.
10 Cheung Yue Street, Cheung Sha Wan, Kowloon, Hong
Kong. The principal activities of its principal subsidiaries are

set out in note 46.

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

The significant accounting policies applied in the preparation
of these consolidated financial statements are set out below.
These policies have been consistently applied to all the years

presented, unless otherwise stated.

(1) Basis of preparation

The consolidated financial statements of the Company
and its subsidiaries (collectively referred to as ”
Group”) have been prepared in accordance with
Hong Kong Financial Reporting Standards (“HKFRS"),
which also include Hong Kong Accounting Standards
("HKAS"”) and Interpretations (“Int”) issued by the
Hong Kong Institute of Certified Public Accountants
(“HKICPA"), accounting principles generally accepted
in Hong Kong and the requirements of the Hong
Kong Companies Ordinance. These consolidated
financial statements also comply with the applicable
disclosure provisions of the Rules Governing the Listing
of Securities on the Stock Exchange (the “Listing
Rules”). A summary of the significant accounting
policies adopted by the Group is set out below. The
consolidated financial statements have been prepared
under the historical cost convention, as modified by the
revaluation of properties held for own use and certain

financial assets, which are carried at fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(1) Basis of preparation (Continued) (1)

2. TESHBERBE(E)

mBEE(E)

The preparation of consolidated financial statements
in conformity with HKFRS requires management to
make judgments, estimates and assumptions that affect
the application of policies and reported amounts of
assets, liabilities, income and expenses. The estimates
and associated assumptions are based on historical
experience and various other factors that are believed
to be reasonable under the circumstances, the results
of which form the basis of making the judgments about
carrying values of assets and liabilities that are not
readily apparent from other sources. 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.

Judgments made by management in the application of
HKFRS that have significant effect on the consolidated
financial statements and major sources of estimation
uncertainty are discussed in note 4.

The HKICPA has issued certain new and amended
HKFRS that are first effective for the current accounting
period of the Group and the Company. Note 3 provides
information on any changes in accounting policies
resulting from initial application of these developments
to the extent that they are relevant to the Group for
the current and prior accounting periods reflected in
these consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(2) Basis of consolidation

The consolidated financial statements incorporate the
financial statements of the Company and the entities
controlled by the Company and its subsidiaries. Control
is achieved when the Company:

- has power over the investee;
— is exposed, or has rights, to variable returns from
its involvement with the investee; and

— has the ability to use its power to affect its returns.

The Group reassesses whether or not it controls an

investee if facts and circumstances indicate that there
are changes to one or more of the three elements of

control listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when
the Group loses control of the subsidiary. Specifically,
income and expenses of a subsidiary acquired or
disposed of during the year are included in the
consolidated income statement from the date the
Group gains control until the date when the Group
ceases to control the subsidiary.

Profit or loss and each item of other comprehensive
income are attributed to the owners of the
Company and to the non-controlling interests. Total
comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling
interests even if this results in the non-controlling
interests having a deficit balance.

Where necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

All intra-group assets, liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full

on consolidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(2) Basis of consolidation (Continued)

2. TESHBERBE(E)

(2) &R (&)

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as equity
transactions. The carrying amounts of the Group’s
interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the
subsidiaries. Any difference between the amount by
which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners
of the Company.

When the Group loses control of a subsidiary, a gain
or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value
of any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and liabilities
of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of
equity as specified/permitted by applicable HKFRS).
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent
accounting under HKAS 39, when applicable, the cost
on initial recognition of an investment in an associate
or a joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(2) Basis of consolidation (Continued)
Business combinations

—tF A= —HIFE

(2)

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 Group to the former owners of the

acquiree and the equity interests issued by the Group

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
HKAS 12 “Income taxes” and HKAS 19 “Employee

benefits” respectively;

— liabilities or equity instruments related to share-

based payment arrangements of the acquiree or

share-based payment arrangements of the Group

entered into to replace share-based payment

arrangements of the acquiree are measured in

accordance with HKFRS 2 “Share-based payment”

at the acquisition date (see the accounting policy

below); and

— assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 “Non-
current assets held for sale and discontinued

operations”
standard.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(2) Basis of consolidation (Continued)

2. TESHBERBE(E)

(2) &R (&)

Business combinations (Continued)

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 their fair value
or, when applicable, on the basis specified in another
HKFRS.

Where 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 the
corresponding adjustments made 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(2)

(3)

Basis of consolidation (Continued)

Business combinations (Continued)

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 HKAS 39, or HKAS 37 Provisions,
Contingent Liabilities and Contingent Assets, as
appropriate, with the corresponding gain or loss being
recognised in profit or loss.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional
amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted
during the measurement period (see above), and
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.

Investments in associates
An associate is an entity over which the Group has
significant influence. Significant influence is the power
to participate in the financial and operating policy
decisions of the investee but is not control or joint
control over those policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(3

Investments in associates (Continued)

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when
the investment, or a portion thereof, is classified as
held for sale, in which case it is accounted for in
accordance with HKFRS 5. Under the equity method,
an investment in an associate is initially recognised in
the consolidated statement of financial position at cost
and adjusted thereafter to recognise the Group’s share
of the profit or loss and other comprehensive income
of the associate. When the Group’s share of losses
of an associate exceeds the Group's interest in that
associate (which includes any long-term interests that,
in substance, form part of the Group’s net investment
in the associate), the Group discontinues recognising its
share of further losses. Additional losses are recognised
only to the extent that the Group has incurred legal or
constructive obligations or made payments on behalf of
the associate.

An investment in an associate is accounted for using
the equity method from the date on which the investee
becomes an associate. On acquisition of the investment
in an associate, any excess of the cost of the
investment over the Group’s share of the net fair value
of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group’s share of the net fair value of the identifiable
assets and liabilities over the cost of the investment,
after reassessment, is recognised immediately in
profit or loss in the period in which the investment is

acquired.
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2. TESHBERBE(E)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(3

Investments in associates (Continued)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an
associate. When necessary, the entire carrying amount
of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 Impairment
of Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs
of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount
of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the
extent that the recoverable amount of the investment
subsequently increases.

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate, or when the investment (or a portion thereof)
is classified as held for sale. When the Group retains
an interest in the former associate and the retained
interest is a financial asset, the Group measures the
retained interest at fair value at that date and the fair
value is regarded as its fair value on initial recognition
in accordance with HKAS 39. The difference between
the carrying amount of the associate at the date the
equity method was discontinued, and the fair value of
any retained interest and any proceeds from disposing
of a part interest in the associate is included in the
determination of the gain or loss on disposal of the
associate. In addition, the Group accounts for all
amounts previously recognised in other comprehensive
income in relation to that associate on the same
basis as would be required if that associate had
directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in
other comprehensive income by that associate would
be reclassified to profit or loss on the disposal of
the related assets or liabilities, the Group reclassifies
the gain or loss from equity to profit or loss (as a
reclassification adjustment) when the equity method is
discontinued.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(3)

Investments in associates (Continued)

The Group continues to use the equity method when
an investment in an associate becomes an investment
in a joint venture or an investment in a joint venture
becomes an investment in an associate. There is no
remeasurement to fair value upon such changes in
ownership interests.

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity
method, the Group reclassifies to profit or loss the
proportion of the gain or loss that had previously been
recognised in other comprehensive income relating to
that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate of the
Group (such as a sale or contribution of assets), profits
and losses resulting from the transactions with the
associate are recognised in the Group’s consolidated
financial statements only to the extent of interests in
the associate that are not related to the Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

=
e

BMBmERME (&)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(4) Property, plant and equipment

Properties held for own use are stated at their
revalued amounts, being their fair value at the date
of revaluation less any subsequent accumulated
depreciation. Any accumulated depreciation at the date
of revaluation is eliminated against the gross carrying
amount of the asset and the net amount is restated to
the revalued amount of the asset. All other items of
property, plant and equipment are stated at cost less
accumulated depreciation and any impairment losses
(see note 2(9)).

Subsequent costs are included in the asset’s carrying
amount or recognised as a separate asset, as
appropriate, only when it is probable that future
economic benefits associated with the item will flow to
the Group and the cost of the item can be measured
reliably. All other repairs and maintenance are expensed
in profit or loss during the financial period in which
they are incurred.

Revaluations on properties held for own use are
performed with sufficient regularity to ensure that
the carrying amount of these assets does not differ
materially from which would be determined using fair
values at the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. FEBHBRBE(ZF)
POLICIES (Continued)
(4) Property, plant and equipment (Continued) 4) VE- -BERKREE)
Changes arising on the revaluation of properties REFERMEESLE 22—
held for own use are generally dealt with in other H2EmWARNERIEWEDESE
comprehensive income and are accumulated separately RE 2 ESTERRLT - EHHIH
in equity in the property revaluation reserve. The only =D UNNE

exceptions are as follows:

- when a deficit arises on revaluation, it will be - MELSHEAM BLEES
charged to profit or loss to the extent that it R EBEERNBHEARR
exceeds the amount held in the reserve in respect BrzeBENEBABEERER
of that same asset immediately prior to the WHIRR - &

revaluation; and

- when a surplus arises on revaluation, it will be - MELEEGAS  BHETA
credited to profit or loss to the extent that a Bak  EBURR-BEEESL
deficit on revaluation in respect of that same asset AERERRAXHEZEMR
had previously been charged to profit or loss. AL AR o

Depreciation of property, plant and equipment is ME - RENMREOITERB MG

calculated using the straight-line method to allocate AIFE A TSR AR EBHERE LR

cost or revalued amounts to their residual values (if EOBEFHRER(WA)WT

any) over their estimated useful lives, as follows:

Leasehold land held for own Unexpired term of the BEREHE Tl o4 TH & F H
use under finance leases leases HBEZBHA
ME T
Buildings held for own use 40 years or unexpired BREF 405 R Z
term of the leases, FIerfA & F 5
if shorter
Furniture, fixtures and 3 - 10 years R RKER 3E 104
equipment B
Plant and machinery 5 - 10 years R 55 K 1 2% 5Z 104
Motor vehicles 3 - 10 years E 3E 104
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(4) Property, plant and equipment (Continued)

The assets’ residual values (if any) and useful lives are
reviewed, and adjusted if appropriate, at the end of
each reporting period. 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.

Assets under construction represent buildings,
structures, plant and machinery and other fixed assets
under construction or installation and are stated at
cost less any accumulated impairment losses, and
are not depreciated. Cost comprises direct costs
of construction, installation and testing as well as
capitalised borrowing costs on related borrowed funds
during the period of construction or installation.
Assets under construction are reclassified to the
appropriate category of property, plant and equipment
or investment properties when completed and ready for

use.

Gains or losses arising from the retirement or disposal
of an item of property, plant and equipment are
determined as the difference between the net disposal
proceeds, if any, and the carrying amount of the item
and are recognised in profit or loss on the date of
retirement or disposal. Any related revaluation surplus
is transferred from the revaluation reserve to retained

profits and is not reclassified to profit or loss.

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

2(9)).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(5)

(6)

Leasehold land and land use rights

Leasehold land and land use rights are lump sum
upfront payments to acquire long-term interest in
certain lessee-occupied properties.

Leasehold land and land use rights relating to certain
buildings of the Group are stated at cost and are
amortised over the period of the lease on the straight-
line basis to profit or loss.

Goodwill

Goodwill arising on an acquisition of a business is
carried at cost as established at the date of acquisition
of the business less accumulated impairment losses, if
any.

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(or groups of cash-generating units) that is expected to
benefit from the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually or more
frequently when there is indication that the unit
may be impaired. If the recoverable amount of the
cash-generating unit is less than its carrying amount,
the impairment loss is allocated first to reduce the
carrying amount of any goodwill allocated to the unit
and then to the other assets of the unit on a pro-rata
basis based on the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss recognised

for goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the
attributable amount of goodwill is included in the
determination of the profit or loss on disposal.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(7

(8)

Non-current assets and disposal groups held for sale
Non-current assets and disposal groups are classified as
held for sale if their carrying amounts will be recovered
principally through a sale transaction rather than
through continuing use. This condition is regarded
as met only when the sale is highly probable and the
assets or disposal group are available for immediate
sale in their present condition. The Group must be
committed to the sale, which should be expected to
qualify for recognition as a completed sale within one
year from the date of classification.

Non-current assets and disposal groups (other than
financial assets) classified as held for sale are measured
at the lower of their carrying amounts and fair values
less costs to sell. Property, plant and equipment
classified as held for sale are not depreciated or
amortised.

Intangible assets (Other than goodwill)

Intangible assets acquired in a business combination
and recognised separately from goodwill are initially
recognised at their fair value at the acquisition date
(which is regarded as their cost).

Subsequent to initial recognition, intangible assets
acquired in a business combination are reported at cost
less accumulated amortisation (where the estimated
useful life is finite) and accumulated impairment losses
(see note 2(9)(ii)), on the same basis as intangible assets
that are acquired separately.

Amortisation of intangible assets with finite useful lives
is charged to profit or loss on a straight-line basis over
the assets’ 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Intangible assets (Other than goodwill) (Continued)

(8)

(9)

An intangible asset is derecognised on disposal, or

when no future economic benefits are expected

from use or disposal. Gains and losses arising from

derecognition of an intangible asset, measured as the

difference between the net disposal proceeds and the

carrying amount of the asset, are recognised in profit

or loss when the asset is derecognised.

Impairment of assets

(i)

Impairment of investments in equity securities
and other receivables

Investments in equity securities and other current
and non-current receivables that are stated at cost
or amortised cost or are classified as available-for-
sale financial assets are reviewed at the end of
each reporting period to determine whether there
is objective evidence of impairment. Objective
evidence of impairment includes observable data
that comes to the attention of the Group about
one or more of the following loss events:

- significant financial difficulty of the debtor;

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

— it becoming probable that the debtor
will enter bankruptcy or other financial
reorganisation;

— significant changes in the technological,
market, economic or legal environment that
have an adverse effect on the debtor; and

— a significant or prolonged decline in the fair
value of an investment in an equity instrument
below its cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9) Impairment of assets (Continued)

(i) Impairment of investments in equity securities

and other receivables (Continued)

If any such evidence exists, any impairment loss is

determined and recognised as follows:

For investments in associates recognised
using the equity method (see note 2(3)), the
impairment loss is measured by comparing
the recoverable amount of the investment
as a whole with its carrying amount in
accordance with note 2(9)(ii). The impairment
loss is reversed if there has been a favourable
change in the estimates used to determine
the recoverable amount in accordance with
note 2(9)(ii).

For unquoted equity securities carried at
cost, the impairment loss is measured as the
difference between the carrying amount of
the financial asset and the estimated future
cash flows, discounted at the current market
rate of return for a similar financial asset
where the effect of discounting is material.
Impairment losses for equity securities are not
reversed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9) Impairment of assets (Continued)

(i) Impairment of investments in equity securities

and other receivables (Continued)

For trade and other current receivables and
other financial assets carried at amortised
cost, the impairment loss is measured as
the difference between the asset’s carrying
amount and the present value of estimated
future cash flows, discounted at the financial
asset’s original effective interest rate (i.e.
the effective interest rate computed at initial
recognition of these assets), where the effect
of discounting is material. This assessment
is made collectively where these financial
assets share similar risk characteristics, such
as similar past due status, and have not been
individually assessed as impaired. Future cash
flows for financial assets which are assessed
for impairment collectively are based on
historical loss experience for assets with credit
risk characteristics similar to the collective

group.

If in a subsequent period the amount of an
impairment loss decreases and the decrease
can be linked objectively to an event occurring
after the impairment loss was recognised, the
impairment loss is reversed through profit or
loss. A reversal of an impairment loss shall
not result in the asset’'s carrying amount
exceeding that which would have been
determined had no impairment loss been
recognised in prior years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9) Impairment of assets (Continued)

2. TESTHBERBE(E)

(9) BEEREE)
() BmEFKRERAMENRN

(i) Impairment of investments in equity securities

and other receivables (Continued)

—  For available-for-sale financial assets, the
cumulative loss that has been recognised in
the fair value reserve is reclassified to profit or
loss. The amount of the cumulative loss that
is recognised in profit or loss is the difference
between the acquisition cost (net of any
principal repayment and amortisation) and
current fair value, less any impairment loss on
that asset previously recognised in profit or
loss.

Impairment losses recognised in profit or loss
in respect of available-for-sale equity financial
assets are not reversed through profit or
loss. Any subsequent increase in the fair
value of such assets is recognised in other
comprehensive income.

Impairment losses are written off against
the corresponding assets directly, except for
impairment losses recognised in respect of trade
debtors and bills receivables included within
trade and other receivables, whose recovery
is considered doubtful but not remote. In this
case, the allowance for impairment of bad and
doubtful debts is recorded using an allowance
account. When the Group is satisfied that recovery
is remote, the amount considered irrecoverable
is written off against trade debtors and bills
receivable directly and any amounts held in the
allowance account relating to that debt are
reversed. Subsequent recoveries of amounts
previously charged to the allowance account are
reversed against the allowance account. Other
changes in the allowance account and subsequent
recoveries of amounts previously written off
directly are recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 #Z —F—+4¥+—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9) Impairment of assets (Continued)

(i)

Impairment of other assets

Internal and external sources of information are
reviewed at the end of each reporting period to
identify indications that the following assets may
be impaired or, except in the case of goodwill, an
impairment loss previously recognised no longer
exists or may have decreased:

—  property, plant and equipment (other than
leasehold land held for own use under finance
leases and properties carried at revalued
amounts);

— land and land use rights classified as being
held under an operating lease;

— investments in subsidiaries and associates
(except for those classified as held for sale or
included in a disposal group that is classified
as held for sale) in the Company’s statement
of financial position;

- goodwill;

— intangible assets; and

— investments in subsidiaries and associates
in the Company’s statement of financial
position.

If any such indication exists, the asset’s
recoverable amount is estimated. In addition,
for goodwill, intangible assets that are not
yet available for use and intangible assets that
have indefinite useful lives, the recoverable
amount is estimated annually whether or not
there is any indication of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9) Impairment of assets (Continued)

(ii) Impairment of other assets (Continued)

Calculation of recoverable amount

The recoverable amount of an asset is the
greater of its fair value less cost of disposal
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 time value of money and the risks specific
to the asset. Where an asset does not
generate cash inflows largely independent
of those from other assets, the recoverable
amount is determined for the smallest
group of assets that generates cash inflows
independently (i.e. a cash-generating unit).

Recognition of impairment losses

An impairment loss is recognised in profit
or loss if the carrying amount of an asset,
or the cash-generating unit to which it
belongs, exceeds its recoverable amount.
Impairment losses recognised in respect of
cash-generating units are allocated first to
reduce the carrying amount of any goodwill
allocated to the cash generating unit (or
group of units) and then, to reduce the
carrying amount of the other assets in the
unit (or group of units) on a pro rata basis,
except that the carrying value of an asset will
not be reduced below its individual fair value
less costs of disposal (if measurable), or value
in use (if determinable).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9) Impairment of assets (Continued)

(ii) Impairment of other assets (Continued)

Reversals of impairment losses

In respect of assets other than goodwill, an
impairment loss is reversed if there has been
a favourable change in the estimates used
to determine the recoverable amount. An
impairment loss in respect of goodwill is not
reversed.

A reversal of an impairment loss is limited
to the asset’s carrying amount that would
have been determined had no impairment
loss been recognised in prior years. Reversals
of impairment losses are credited to profit
or loss in the year in which the reversals are
recognised.

(10) Financial assets

The Group classifies its financial assets other than

investments in associates in the following categories: at

fair value through profit or loss, loans and receivables

and available-for-sale financial assets. The classification

depends on the purpose for which the financial

assets were acquired. Management determines the

classification of its financial assets at initial recognition

and re-evaluates their classification at every reporting

date.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(10) Financial assets (Continued)

(i)

(ii)

Financial assets at fair value through profit or
loss

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

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. They are
subsequently carried at amortised cost using the
effective interest method. They are included in
current assets, except for maturities greater than
12 months after the end of the reporting period
which are classified as non-current assets. Finance
lease receivables, trade and other receivables,
short-term bank deposits with maturity over three
months, pledged bank deposits and cash and
cash equivalents in the consolidated statement
of financial position are classified as loans and
receivables.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(10) Financial assets (Continued)

2. TESHBERBE(E)

(10) ERMEE (&)
(i) TRHEZHBEE

(iii) Available-for-sale financial assets

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

Regular purchases and sales of financial assets
are recognised on the trade-date when the Group
commits to purchase or sell the asset. Investments
are initially recognised at fair value plus transaction
costs for all financial assets not carried at fair value
through profit or loss. Financial assets carried
at fair value through profit or loss are initially
recognised at fair value, and transaction costs
are expensed in the income statement. Financial
assets are derecognised when the rights to receive
cash flows from the investments have expired
or have been transferred and the Group has
transferred substantially all risks and rewards of
ownership. Available-for-sale financial assets and
financial assets at fair value through profit or loss
are subsequently carried at fair value. Loans and
receivables are recognised initially at fair value,
plus transaction costs incurred and subsequently
carried at amortised cost using the effective
interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(10) Financial assets (Continued)

2. TESTHBERBE(E)

(10) ERMEE (&)
(i) TREELHEE (&)

(iii) Available-for-sale financial assets (Continued)

Changes in the fair value of monetary securities
denominated in a foreign currency and classified
as available-for-sale are analysed between
translation differences resulting from changes in
amortised cost of the securities and other changes
in the carrying amount of the securities. The
translation differences on monetary securities are
recognised in profit or loss; translation differences
on non-monetary securities are recognised in other
comprehensive income and accumulated separately
in equity in the translation reserve. Changes in the
fair value of monetary and non-monetary securities
classified as available for sale are recognised in
other comprehensive income and accumulated
separately in equity in the fair value reserve.

When securities classified as available for sale
are sold or impaired, the accumulated fair value
adjustments recognised in equity are reclassified
through other comprehensive income to the
income statement.

Interest on available-for-sale financial assets
calculated using the effective interest method
is recognised in the income statement as part
of other income. Dividends on available-for-sale
equity instruments are recognised in the income
statement as part of other income when the
Group's right to receive payments is established.

Investments in unquoted equity instruments
whose fair value cannot be reliably measured and
derivatives that are linked to and must be settled
by delivery of such unquoted equity instruments,
are measured at cost less any impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(10) Financial assets (Continued)

2. TESHBERBE(E)

(10) ERMEE (&)

(iii) Available-for-sale financial assets (Continued)
The fair values of quoted investments are based
on current bid prices. If the market for a financial
asset is not active (and for unlisted securities), the
Group established fair value by using valuation
techniques. These include the use of recent arm’s
length transactions, by reference to the current fair
value of another instrument that is substantially
the same, discounted cash flow analysis and
option pricing models, making maximum use of
market inputs and relying as little as possible on
entity-specific inputs.

(11) Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, i.e.
assets that necessarily take a substantial period of
time to get ready for their intended use or sale, are
capitalised as part of the cost of those assets. Other
borrowing costs are expensed in the period in which
they are incurred. Capitalisation of such borrowing
costs ceases when the assets are substantially ready for
their intended use or sale. Investment income earned
on the temporary investment of specific borrowings
pending their expenditure on qualifying assets is
deducted from the borrowing costs capitalised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

=
e

BMBmERME (&)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(12) Government grants

Government grants are recognised in the consolidated
statement of financial position initially when there is
reasonable assurance that they will be received and that
the Group will comply with the conditions attaching to
them. Grants that compensate the Group for expenses
incurred are recognised as revenue in profit or loss
on a systematic basis in the same periods in which
the expenses are incurred. Grants that compensate
the Group for the cost of an asset are deducted from
the carrying amount of the asset and consequently
are effectively recognised in profit or loss over the
useful life of the asset by way of reduced depreciation
expense.

(13) Financial guarantees issued, provisions and

contingent liabilities

(i) Financial guarantees issued
Financial guarantees are contracts that require
the issuer (i.e. the guarantor) to make specified
payments to reimburse the beneficiary of the
guarantee (the “holder”) for a loss the holder
incurs because a specified debtor fails to make
payment when due in accordance with the terms
of a debt instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(13) Financial guarantees issued, provisions and

contingent liabilities (Continued)

(i)

Financial guarantees issued (Continued)

Where the Group issues a financial guarantee, the
fair value of the guarantee (being the transaction
price, unless the fair value can otherwise be
reliably estimated) is initially recognised as
deferred income within trade and other payables.
The fair value of financial guarantees issued at
the time of issuance is determined by reference
to fees charged in an arm’s length transactions
for similar services, when such information is
obtainable, is otherwise estimated by reference
to interest rate differentials, by comparing
the actual rates charged by lenders when the
guarantee is made available with the estimated
rates that lenders would have charged, had the
guarantees not been available, where reliable
estimates of such information can be made. Where
consideration is received or receivable for the
issuance of the guarantee, the consideration is
recognised in accordance with the Group’s policies
applicable to that category of asset. Where no
such consideration is received or receivable, an
immediate expense is recognised in profit or loss
on initial recognition of any deferred income.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(13) Financial guarantees issued, provisions and

contingent liabilities (Continued)

(i)

(ii)

Financial guarantees issued (Continued)

The amount of the guarantee initially recognised
as deferred income is amortised in profit or loss
over the term of the guarantee as income from
financial guarantees issued. In addition, provisions
are recognised in accordance with note 2(13)(iii) if
and when (i) it becomes probable that the holder
of the guarantee will call upon the Group under
the guarantee, and (ii) the amount of that claim
on the Group is expected to exceed the amount
currently carried in trade and other payables in
respect of that guarantee i.e. the amount initially
recognised, less accumulated amortisation.

Contingent liabilities acquired in business
combinations

Contingent liabilities assumed in a business
combination which are present obligations at
the date of acquisition are initially recognised at
fair value, provided the fair value can be reliably
measured. After their initial recognition at fair
value, such contingent liabilities are recognised
at the higher of the amount initially recognised,
less accumulated amortisation where appropriate,
and the amount that would be determined in
accordance with note 2(13)(iii). Contingent
liabilities assumed in a business combination that
cannot be reliably fair valued or where not present
obligations at the date of acquisition are disclosed
in accordance with note 2(13)(iii).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(13) Financial guarantees issued, provisions and
contingent liabilities (Continued)

(iii) Other provisions and contingent liabilities
Provisions are recognised for other liabilities of
uncertain timing or amount when the Group
has a legal or constructive obligation arising as
a result of a past event, it is probable that an
outflow of economic benefits will be required to
settle the obligation and a reliable estimate can be
made. Where the time value of money is material,
provisions are stated at the present value of the
expenditure expected to settle the obligation.

Where it is not probable that an outflow of
economic benefits will be required, or the amount
cannot be estimated reliably, the obligation is
disclosed as a contingent liability, unless the
probability of outflow of economic benefits is
remote. Possible obligations, whose existence
will only be confirmed by the occurrence or non-
occurrence of one or more future events are
also disclosed as contingent liabilities unless the
probability of outflow of economic benefits is
remote.

(14) Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the weighted
average method. The cost of finished goods and work
in progress comprises raw materials, direct labour, other
direct costs and related production overheads (based on
normal operating capacity). It excludes borrowing costs.
Net realisable value is the estimated selling price in
the ordinary course of business less applicable variable
selling expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

=
e

BMBmERME (&)

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(15) Trade and other receivables

Trade and other receivables are initially recognised at
fair value and, after initial recognition, at amortised
cost less any allowance for impairment of bad and
doubtful debts, except for the following receivables:

— interest-free loans made to related parties without
any fixed repayment terms or the effect of
discounting being immaterial, that are measured at
cost less any allowance for impairment of bad and
doubtful debts, and

—  short term receivables with no stated interest rate
and the effect of discounting being immaterial,
that are measured at their original invoiced
amount less any allowance for impairment of bad
and doubtful debts.

(16) Cash and cash equivalents

Cash and cash equivalents comprise cash at bank
and on hand, demand deposits with banks and
other financial institutions, and short-term, highly
liquid investments that are readily convertible to
known amounts of cash and which are subject to an
insignificant risk of changes in value, having been
within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an
integral part of the Group’s cash management are also
included as a component of cash and cash equivalents
for the purpose of the consolidated statement of cash
flows.

Pledged bank deposits are not included in cash and
cash equivalents.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(17) Share capital

2. TESHBERBE(E)

(17) B

Ordinary shares are classified as equity.

Incremental costs directly attributable to the issue
of new shares or options are shown in equity as a
deduction (net of tax) from the proceeds.

Where any group company purchases the Company’s
equity share capital (treasury shares), the consideration
paid, including any directly attributable incremental
costs (net of income taxes) is deducted from equity
attributable to the Company’s equity shareholders until
the shares are cancelled, reissued or disposed of. Where
such shares are subsequently sold or reissued, any
consideration received, net of any directly attributable
incremental transaction costs and the related income
tax effects, is included in equity attributable to the
Company’s equity shareholders.

(18) Trade and other payables

Trade and other payables are initially recognised at fair
value. Except for financial guarantee liabilities (if any)
measured in accordance with note 2(13)(i), trade and
other payables are subsequently stated at amortised
cost, except for the following payables:

—  short-term payables with no stated interest rate
and the effect of discounting being immaterial,
that are measured at their original invoiced
amount; and

—  interest-free loans from related parties without any
fixed repayment terms or the effect of discounting
being immaterial, that are measured at cost.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(19) Bank and other borrowings

Bank and other borrowings are recognised initially at
fair value, net of transaction costs incurred. Transaction
costs are incremental costs that are directly attributable
to the acquisition, issue or disposal of a financial asset
or financial liability, including fees and commissions
paid to agents, advisers, brokers and dealers, levies
by regulatory agencies and securities exchanges, and
transfer taxes and duties. Bank and other borrowings
are subsequently stated at amortised cost; any
difference between the proceeds (net of transaction
costs) and the redemption value is recognised in the
income statement over the period of the borrowings
using the effective interest method.

Bank and other borrowings are classified as current
liabilities unless the Group has an unconditional right to
defer settlement of the liability for at least 12 months
after the end of the reporting period.

(20) Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities
are recognised in profit or loss except to the extent that
they relate to items recognised in other comprehensive
income or directly in equity, in which case the relevant
amounts of tax are recognised in other comprehensive
income or directly in equity, respectively.

Current tax is the expected tax payable on the
taxable income for the year, using tax rates enacted
or substantively enacted at the end of the reporting
period, and any adjustment to tax payable in respect of

previous years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(20) Income tax (Continued)

2. TESHBERBE(E)

(20) FREH (&)

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being
the differences between the carrying amounts of assets
and liabilities for financial reporting purposes and their
tax bases. Deferred tax assets also arise from unused
tax losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the
reversal of existing taxable temporary differences,
provided those differences relate to the same taxation
authority and the same taxable entity, and are expected
to reverse either in the same period as the expected
reversal of the deductible temporary difference or in
periods into which a tax loss arising from the deferred
tax asset can be carried back or forward. The same
criteria are adopted when determining whether existing
taxable temporary differences support the recognition
of deferred tax assets arising from unused tax losses
and credits, that is, those differences are taken into
account if they relate to the same taxation authority
and the same taxable entity, and are expected to
reverse in a period, or periods, in which the tax loss or
credit can be utilised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
BB mEEE ()
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For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(20) Income tax (Continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes,
the initial recognition of assets or liabilities that affect
neither accounting nor taxable profit (provided they
are not part of a business combination), and temporary
differences relating to investments in subsidiaries to
the extent that, in the case of taxable differences,
the Group controls the timing of the reversal and it
is probable that the differences will not reverse in
the foreseeable future, or in the case of deductible
differences, unless it is probable that they will reverse
in the future. Deferred tax assets and liabilities are not
discounted.

The carrying amount of a deferred tax asset is reviewed
at the end of each reporting period and is reduced to
the extent that it is no longer probable that sufficient
taxable profits will be available to allow the related tax
benefit to be utilised. Any such reduction is reversed
to the extent that it becomes probable that sufficient
taxable profits will be available.

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay
the related dividends is recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 #Z —F—+4¥+—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(20) Income tax (Continued)

Current tax balances and deferred tax balances, and
movements therein, are presented separately from
each other and are not offset. Current tax assets are
offset against current tax liabilities, and deferred tax
assets against deferred tax liabilities, if the Group
has the legally enforceable right to set off current tax
assets against current tax liabilities and the following
additional conditions are met:

- in the case of current tax assets and liabilities,
the Group intends either to settle on a net basis,
or to realise the asset and settle the liability
simultaneously; or

— in the case of deferred tax assets and liabilities,
if they relate to income taxes levied by the same
taxation authority on either:

—  the same taxable entity; or

— different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or
recovered, intend to realise the current tax assets
and settle the current tax liabilities on a net basis
or realise and settle simultaneously.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(21) Employee benefits

(i)

(i)

(iii)

Retirement benefit costs

Payments to defined contribution plans under
the mandatory provident fund scheme, the ORSO
scheme and state-managed retirement benefits
scheme are charged as expenses as they fall due.

Profit-sharing and bonus plans

The Group recognises a liability and an expense for
bonuses and profit-sharing, based on a formula
that takes into consideration the profit attributable
to the Company’s shareholders after certain
adjustments. The Group recognises a provision
where contractually obliged or where there is
a past practice that has created a constructive
obligation.

Share-based compensation

The fair value of share options granted to
employees is recognised as an employee cost with
a corresponding increase in share option reserve
within equity. The fair value is measured at grant
date using the Hull White Trinomial Model, taking
into account the terms and conditions upon which
the options were granted. Where the employees
have to meet vesting conditions before becoming
unconditionally entitled to the share options, the
total estimated fair value of the share options is
spread over the vesting period, taking into account
the probability that the options will vest.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(21) Employee benefits (Continued)

(iii)

(iv)

Share-based compensation (Continued)

During the vesting period, the number of share
options that is expected to vest is reviewed. Any
adjustment to the cumulative fair value recognised
in prior years is charged or credited to the income
statement for the year of the review, unless the
original employee expenses qualify for recognition
as an asset, with a corresponding adjustment to
the share option reserve. On vesting date, the
amount recognised as an expense is adjusted to
reflect the actual number of options that vest
(with a corresponding adjustment to the share
option reserve) except where forfeiture is only due
to not achieving vesting conditions that relate to
the market price of the Company’s shares. The
equity amount is recognised in the share option
reserve until either the option is exercised (when
it is transferred to the share capital) or the option
expires (when it is released directly to retained
profits).

Termination benefits

Termination benefits are payable when
employment is terminated by the Group before the
normal retirement date, or whenever an employee
accepts voluntary redundancy in exchange for
these benefits. The Group recognises termination
benefits at the earlier of the following dates: (a)
when the Group can no longer withdraw the
offer of those benefits; and (b) when the entity
recognises costs for a restructuring that is within
the scope of HKAS 37 and involves the payment
of termination benefits. In the case of an offer
made to encourage voluntary redundancy, the
termination benefits are measured based on the
number of employees expected to accept the offer.
Benefits failing due more than 12 months after the
end of the reporting period are discounted to their
present value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(22) Revenue recognition

Revenue is measured at the fair value of the
consideration received or receivable, and represents
amount for the sale of goods and services in the
ordinary course of the Group's activities.

shown net of value added tax, returns,

discounts and after eliminating sales within the Group.
Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the entity; and when
specific criteria have been met for each of the Group's

activities, as described below:

(i) Sales of goods are recognised when a Group
entity has delivered products to the customer
and the customer has accepted the products and
collectibility of the related receivables is reasonably

assured.

(i) Rental income, including rentals invoiced in
advance from properties under operating leases, is
recognised on a straight-line basis over the period

of the leases.

(iii) Handling and services income are recognised when

services are provided.

(iv) Interest income is recognised as it accrues using
the effective interest method. Interest income from
the finance lease is recognised on a basis that
reflects a constant periodic rate of return on the

net investment in the finance lease.

(v) Dividend income is recognised when the
shareholder’s right to receive payment is established
prior to the end of the reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(23) Leases

2. TESHBERBE(E)

(23) H#

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.
Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a
lease.

Leases of assets are classified as finance leases when
the leases transfer substantially all risks and rewards
incidental to ownership of the assets to the Group. All
other leases are classified as operating leases.

(i) Leases of land and buildings

Whenever necessary, in order to classify and
account for a lease of land and buildings, the
minimum lease payments (including any lump-sum
upfront payments) are allocated between the land
and the building elements in proportion to the
relative fair values of the leasehold interests in the
land element and building element of the lease at
the inception of the lease.

The land element is classified as an operating lease
unless title is expected to pass to the lessee by
the end of the lease term. The building element
is classified as a finance or operating lease in the
same way as leases of other assets. The payments
made on acquiring land held under an operating
lease are recognised in the statement of financial
position as leasehold land and land use rights
which are stated at cost and are amortised on
a straight-line basis over the period of the lease
term.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(23) Leases (Continued)

(i)

(i)

Leases of land and buildings (Continued)

If the lease payments on a lease of land and
buildings cannot be allocated reliably between the
land and building elements at the inception of the
lease or the relevant lease transfers the significant
risks and rewards of ownership of the land in
accordance with the criteria set out in HKAS 17,
the entire lease is classified as a finance lease,
unless it is clear that both elements are operating
leases, in which case the entire lease is classified
as an operating lease.

Finance leases

Lessee

Assets held under finance leases are recognised
in the statement of financial position at amounts
equal to the fair value of the leased assets, or, if
lower, the present value of the minimum lease
payments, each determined at the inception of the
lease. The corresponding liabilities, net of finance
charges, on the finance leases are recorded as
obligations under finance leases. All assets held
under finance leases are classified as property,
plant and equipment, except for those properties
held to earn rental income which are classified as
investment property, in the statement of financial
position.

Depreciation and impairment losses are calculated
and recognised in the same manner as the
depreciation and impairment losses on property,
plant and equipment as set out in note 2(4),
except for the estimated useful lives cannot exceed
the relevant lease terms, if shorter.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(23) Leases (Continued)

(i)

(iii)

Finance leases (Continued)

Lessee (Continued)

Minimum lease payments are apportioned
between finance charge and the reduction of
the outstanding liabilities. The finance charge is
recognised in profit or loss over the period of the
lease term so as to produce a constant periodic
rate of interest on the remaining balance of the
liability.

Lessor

Amounts due from lessees under finance leases
are recognised as receivables at the amount of the
Group’s net investment in the leases. Finance lease
income is allocated to accounting periods so as to
reflect a constant periodic rate of return on the
Group’s net investment outstanding in respect of
the leases.

Operating leases

Where the Group is the lessee, lease payments
under an operating lease are recognised as an
expense on a straight-line basis over the period
of the lease term. Where the Group is the lessor,
assets leased by the Group under operating leases
are included in non-current assets and rentals
receivable under the operating leases are credited
to the income statement on a straight-line basis
over the lease period. Contingent rentals are
charged as an expense in the periods in which they
are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 # 2~ %

2. SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
(24) Dividend distribution

—tF A= —HIFE

(24)

Final dividends proposed by the directors are classified

as a separate allocation of retained profits within the

equity section of the statement of financial position,

until they have been approved by the shareholders in

a general meeting. When these dividends have been

approved by the shareholders and declared, they are

recognised as a liability.

Interim dividends are simultaneously proposed and

declared, because the Company’'s memorandum and

articles of association grant the directors the authority

to declare interim dividends.

Consequently, interim

dividends are recognised immediately as a liability when

they are proposed and declared.

(25) Segment reporting

(25)

Operating segments, and the amounts of each segment

item reported in the consolidated financial statements,

are identified from the financial information provided

regularly to the Group’s top management for the

purposes of allocating resources to, and assessing the

performance of, the Group’s various lines of business

and geographical locations.

Individually material operating segments are not

aggregated for financial reporting purposes unless the

segments have similar economic characteristics and

are similar in respect of the nature of products and

services, the nature of production processes, the type

or class of customers, the methods used to distribute

the products or provide the services, and the nature

of the regulatory environment. Operating segments

which are not individually material may be aggregated

if they share a majority of these criteria. A discontinued

segment is separately presented from continuing

segments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(26) Foreign currency translation

(i)

(i)

Functional and presentation currency

Iltems included in the financial statements of
each of the Group's entities are measured
using the currency of the primary economic
environment in which the entity operates (the
“functional currency”). The consolidated financial
statements are presented in HK dollars, which
is the Company’s functional and the Group’s
presentation currency. All values are rounded
to the nearest thousand except when otherwise
indicated, The comparative figures also have been
rounded to the nearest thousand to conform with
the changes in the presentation for the current
year.

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 profit or loss, except
those arising from qualifying cash flow hedges
or qualifying net investment hedges which are
recognised in other comprehensive income.

Translation differences on non-monetary financial
assets and liabilities, such as equity instruments
held at fair value through profit or loss, are
recognised in profit or loss as part of the fair
value gain or loss. Translation differences on
non-monetary financial assets, such as equities
classified as available-for-sale financial assets, are
recognised in other comprehensive income and
accumulated separately in equity in the fair value
reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(26) Foreign currency translation (Continued)

(iii) Group companies
The results and financial position of all the group
entities (none of which has the currency of a

hyperinflationary economy) that have a functional

currency different from the presentation currency

are translated into the presentation currency as

follows:

(i)

(ii)

(iii)

assets and liabilities for each statement of
financial position presented are translated at
the closing rate at the date of that statement
of financial position;

income and expenses for each income
statement are translated at average exchange
rates (unless this average is not a reasonable
approximation of the cumulative effect of
the rates prevailing on the transaction dates,
in which case income and expenses are
translated at the dates of the transactions);
and

all resulting exchange differences are
recognised in other comprehensive income
and accumulated separately in equity in the
translation reserve.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 #Z —F—+4¥+—A=+—HIFFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(26) Foreign currency translation (Continued)

(iii) Group companies (Continued)

On consolidation, exchange differences arising
from the translation of the net investment in
foreign entities, and of borrowings and other
currency instruments designated as hedges
of such investments, are recognised in other
comprehensive income and accumulated separately
in equity in the translation reserve. When a foreign
operation is sold, such exchange differences are
reclassified from equity to profit or loss when gain
or loss on disposal is recognised.

Goodwill and fair value adjustments arising on the
acquisition of a foreign entity are treated as assets
and liabilities of the foreign entity and translated
at the year-end closing rate.

(27) Related parties

(i)

A person, or a close member of that person’s
family, is related to the Group if that person:

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

(2) has significant influence over the Group; or

(3) is a member of the key management
personnel of the Group or the Group’s parent.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)
(27) Related parties (Continued)
(i) An entity is related to the Group if any of the
following conditions applies:

(1) The entity and the Group are members of the
same group (which means that each parent,
subsidiary and fellow subsidiary is related to
the others).

(2) One entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which the
other entity is a member).

(3) Both entities are joint ventures of the same
third party.

(4) One entity is a joint venture of a third entity
and the other entity is an associate of the
third entity.

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

(6) The entity is controlled or jointly controlled by
a person identified in (i).

(7) A person identified in (i)(1) 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).

(8) The entity, or any member of a group of
which it is a part, provides key management
personnel services to the Group or to the
Group's parent.

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the
entity.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

CHANGES IN ACCOUNTING POLICIES
The HKICPA has issued a number of revised HKFRS, which

are generally effective for accounting periods beginning
on or after 1 January 2017. The Group has adopted the
following amendments to HKFRSs for the first time for the
current year’s consolidated financial statements:
Amendments to HKAS 7 Disclosure initiative
Amendments to HKAS 12 Recognition of deferred tax
assets for unrealised losses
Amendments to HKFRS 12 As part of the annual
improvements to HKFRSs 2014-
2016 cycle

Except as described below, the application of the
amendments to HKFRS in the current year has had no
material impact on the Group’s financial performance
and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.

Amendments to HKAS 7 Statement of Cash Flows:
Disclosure initiative

The amendments require entities to provide disclosures
about changes in their liabilities arising from financing
activities, including both changes arising from cash flows
and non-cash changes (such as foreign exchange gains or
losses). On initial application of the amendments, entities
are not required to provide comparative information for
preceding periods. The Group has provided the information
for the current period in note 36 for the year ended 31
December 2017 to satisfy the new disclosure requirements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

CHANGES IN ACCOUNTING POLICIES

(Continued)
Amendments to HKAS 12: Recognition of deferred tax

assets for unrealised losses

The amendments clarify that an entity needs to consider
whether tax law restricts the sources of taxable profits
against which it may make deductions on the reversal
of that deductible temporary difference. Furthermore,
the amendments provide guidance on how an entity
should determine future taxable profits and explain the
circumstances in which taxable profit may include the
recovery of some assets for more than their carrying
amount. Entities are required to apply the amendments
retrospectively. However, on initial application of the
amendments, the change in the opening equity of the
earliest comparative period may be recognised in opening
retained profits (or in another component of equity, as
appropriate), without allocating the change between
opening retained profits and other components of equity.
Entities applying this relief must disclose that fact. The
Group applied the amendments retrospectively. However,
their application has no effect on the Group’s financial
position and performance as the Group has no deductible
temporary differences or assets that are in the scope of the
amendments.

The Group has not early applied any new standard,
amendment or interpretation that has been issued but is not
yet effective for the current accounting period (see note 47).

CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS

The assumptions, estimates and judgments are continually
evaluated and are based on historical experience and other
factors, including expectations of future events that are
believed to be reasonable under the circumstances.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(i

(i)

(iii)

Estimated impairment of goodwill

The Group tests annually whether goodwill has suffered
any impairment, in accordance with the accounting
policy stated in note 2(9)(ii). The recoverable amounts
of cash-generating units have been determined based
on value-in-use calculations. These calculations require
the use of estimates and assumptions. Where the
expectation is different from the original estimate, such
difference will impact the carrying amount of goodwill
and the impairment (if any) in the period in which such
estimate has been changed.

Allowance for impairment of trade and other
receivables

The Group assesses impairment of trade and other
receivables based upon evaluation of the recoverability
of the trade and other receivables at the end of each
reporting period. The estimates are based on the aging
of the trade and other receivables and the historical
write-off experience. If the financial condition of the
debtors were to deteriorate, additional impairment
may be required. A considerable level of judgment is
exercised by the directors when assessing the financial
condition and credit worthiness of each customer.
An increase or decrease in the impairment loss would
affect the net profit in future years.

Income taxes

The Group is subject to income taxes mainly in Hong
Kong and the Mainland. Significant judgment is
required in determining the provision for income
taxes. There are many transactions and calculations
for which the ultimate tax determination is uncertain
during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues
based on estimates of whether additional taxes will
be due. Where the final tax outcome of these matters
is different from the amounts that were initially
recorded, such differences will impact the income tax
and deferred tax provisions in the period in which such
determination is made.

4. EEGTHEFRAE (&)

()

(i)

(iii)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
,vj'\/\aj%%#ﬁ‘%?ﬁﬁnf (II,\

For the year ended 31 December 2017 # 2~ %

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(iii)

(iv)

(v)

Income taxes (Continued)

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

Provision for inventories

The Group reviews the carrying amounts of inventories
at the end of each reporting period to determine
whether the inventories are carried at lower of cost
and net realisable value in accordance with the
accounting policy set out in note 2(14). The directors
estimate the net realisable value based on the current
market situation and historical experience on similar
inventories. Any change in the assumptions would
increase or decrease the amount of inventories write-
down or the related reversals of write-down and affect
the Group’s net asset value.

Impairment of available-for-sale financial assets

The Group follows the guidance of HKAS 39 to
determine when an available-for-sale financial asset
is impaired. This determination requires significant
judgment. In making this judgment, the Group
evaluates, among other factors, the duration and extent
to which the fair value of such financial asset is less
than its cost; and the financial health of and short-term
business outlook for the investee, including factors
such as industry and sector performance, changes in

technology and operational and financing cash flow.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

4. CRITICAL ACCOUNTING ESTIMATES AND
JUDGMENTS (Continued)

(vi) Estimated impairment of finance lease receivables

4. EEGTHEFRAE (&)

(vi) FEW R ETH & RKARE L

When there is objective evidence of impairment loss,
the Group takes into consideration the estimation of
future cash flows expected to arise from the settlement
of the finance lease receivables and fair value of the
pledged assets less costs of disposal. The amount of the
impairment loss is measured as the difference between
the asset’s carrying amount and higher of the present
value of estimated future cash flows (excluding future
credit losses that have not been incurred) discounted
at the financial asset’s original effective interest rate
(i.e. the effective interest rate computed at initial
recognition) and the fair value of the pledged assets
less costs of disposal. Where the actual future cash
flows or the net selling price of the pledged assets are
less than expected, a material impairment loss may
arise.

During the year ended 31 December 2017, impairment
loss that has been recognised for finance lease
receivables is approximately HK$6,227,000 (2016:
HK$7,829,000). As at 31 December 2017, the carrying
amount of finance lease receivables is approximately
HK$117,437,000 (2016: HK$112,155,000).

(vii) Provision for restructuring costs

The Group made the provision for restructuring costs
amounting to HK$91,727,000 based on assessment
of restructuring plan of the Group for the year ended
31 December 2016. The restructuring plan aims at
reducing cost and enhancing operational efficiency. The
balance of the respective provision was HK$52,956,000
as at 31 December 2017 in accordance with HKAS
37, based on the estimation and judgment made by
management on the restructuring provision assessment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

SEGMENT REPORTING
The Group manages its business by a mixture of both

business lines and geographical location. In a manner
consistent with the way in which information is reported
internally to the Group’s top management for the purposes
of assessing segment performance and allocating resources
between segments, the Group has identified, on a product
basis, the following four reportable segments.

trading of industrial consumables;
manufacturing of plastic processing products;

P N

~

)
)
3) manufacturing of machinery; and
) processing and trading of printed circuit boards.

Segment results, assets and liabilities

For the purposes of assessing segment performance and
allocating resources between segments, the Group’s top
executive management monitors the results, assets and
liabilities attributable to each reportable segment on the
following basis:

Segment revenue, expenses, results, assets and liabilities
include items directly attributable to a segment as well
as those that can be allocated on a reasonable basis to
that segment. For example, segment assets may include
inventories, trade receivables and property, plant and
equipment. Segment revenue, expenses, assets, and
liabilities are determined before intra-group balances
and intra-group transactions are eliminated as part of
the consolidation process, except to the extent that such
intra-group balances and transactions are between group
entities within a single segment. Inter-segment pricing is
based on similar terms as those available to other external
parties.

Segment capital expenditure is the total cost incurred during
the period to acquire segment assets that are expected to
be used for more than one period.

Unallocated items mainly comprise financial and corporate
assets and corporate expenses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

SEGMENT REPORTING (Continued)

Segment results, assets and liabilities (Continued)

The segment results for the year ended 31 December 2017
are as follows:

e MBRRMEE (&)

—tF A= —HIFE

ﬁ%ﬂ%iﬁ QE&%FV‘“’)
BE_T—tF+-_A=1+—HLFE
Zﬁj‘%B%ZEZZDT

Plastic Printed
Industrial  processing circuit Other
consumables products boards  operations  Eliminations  Consolidated
1% HEER £hl
R I B BER  HtEE Lt &8
HK$'000 HKS'000  HKS'000  HKS$'000  HKS$'000 HK$000 HK$'000
FEr 7T FER FEr 7z 2.7 FER
REVENUE WA
External sales HONEE 346,582 388,857 896,153 788,612 26,644 - 2,446,848
Inter-segment sales PHREE 2,310 934 6,724 - - (29,968) -
Total revenue LN 368,892 389,791 902,877 788,612 26,644 (29,968) 2,446,848
Inter-segment sales are determined at prevailing market rates.
AEREERRITARELER -
RESULTS
Seqment results PREG 16,154 (14,495) 52,423 17,866 1,776 - 79,724
Unallocated corporate expenses APELEER (16,375)
Operating profit Yoy 63,349
Finance costs HEER (20,483)
Investment income REWA 3,736
Share of results of associates Y N4 3324
Profit before tax CEEN-l 49,926
Taxation HE (6,076)
Profit before non-controlling interests 315 F ¥ R Al 7 43,850
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

WIN

For the year ended 31 December 2017 # 2~ %

SEGMENT REPORTING (Continued)

—tF A=t —HIFE

Segment results, assets and liabilities (Continued)

The segment assets and liabilities as at 31 December 2017

are as follows:

ASSETS

Segment assets

Interests in associates
Unallocated corporate assets

Consolidated total assets

LIABILITIES

Segment liabilities

Current tax payable
Borrowings

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION
Capital additions
Depreciation and amortisation
Allowance for impairment of
bad and doubtful debts
Other non-cash expenses
Restructuring provision reversed
Share of results of associates
Interest income
Finance costs
Taxation

~

tDDﬂknm”W

g
AHEAE

PFF

g
NG

AN E
EAREAE
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o

RRAERE

&f
PBARE
AHEMHA

%

ANELXRE

FRAREE

HtER
BTEN
EREH
REBAERR

HFREER

EARRBEA
ElEBELRRE

WWWA

HHER

2

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

Industrial
consumables
1%

HHED
HK$'000
FET

259,191

58,056

840
1,841

(820)
509

826
983
3,887

Plastic
processing
products
EEHE
EimI
HK$'000
FiEr

342,910

150,392

12,968
11,216

(1,359)
(1,619)

1,065
6,303
(260)

o AERAMR(E)
R=T—tF+=A=+—B2HBE
ERBENT

Printed
circuit Other

Machinery boards  operations Consolidated

Bl
Ba BER EfgE &8
HK$'000 HK$'000 HK$'000 HK$'000
FEn FEn FEn FEn
1,074,152 566,900 429,976 2,673,129
32,369
65,161
2,770,659
531,290 224,493 23,964 988,195
1,622
428,419
54,284
1,478,520
7,964 34,131 2,469 58,372
21,899 26,724 4,784 66,464
1,228 799 6,227 6,075
3,510 - = 2,400
(31,101) - - (31,101)
2,425 - 899 3,324
642 216 770 3,519
8,467 586 4,144 20,483
(6,725) 5,144 4,030 6,076



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+_A=1+—HIFF/Z

SEGMENT REPORTING (Continued) 5. DEREE (&)
Segment results, assets and liabilities (Continued) ITHMESE -BEREB(E)
The segment results for the year ended 31 December 2016 RZEBE-—RF+A=+—BzHH%
are as follows: E0T
Plastic Printed
Industrial ~ processing ircuit Other
consumables products  Machinery boards  operations  Eliminations  Consolidated
1% A2 Dl
REm I 21 RER HEpeE fiisa f5a

HKS000  HKS000  HKS'000  HKS'000  HKS000  HKS000  HKS000
FET FET TET FET TR TEL TR

REVENUE WA

External sales HONEE 340,539 393,403 713,477 721,005 23,863 - 2,192,287
Inter-segment sales PHEEE 14,989 668 4,977 = = (20,634) =
Total revenue ama 355,528 394,071 718,454 721,005 23,863 (20,634) 2,192,287
Inter-segment sales are determined at prevailing market rates.

NHBHERRATEERET -

RESULTS S

Segment results nHEE 8,210 (44,296) (236,354) 22,960 (296) 491 (249,285)
Unallocated corporate expenses AAELEER (20,978)
Operating loss BEER (270,263)
Finance costs BBER (16,559)
Investment income KERA 4.360
Share of results of associates NG 568
Gain on disposal of a subsidiary ﬁ’% HHBARZBF 12
Gain on deregistration of a subsidiary i #-FHEAT 2 EH 2512
Loss before tax BHiEE 279,260
Taxation HE (54,625)
Loss before non-controlling interests 1k A RERAIEE (333,885)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

5. SEGMENT REPORTING (Continued)

Segment results, assets and liabilities (Continued)

The segment assets and liabilities as at 31 December 2016

are as follows:

ASSETS

Segment assets

Interests in associates
Available-for-sale financial assets
Unallocated corporate assets

Consolidated total assets

LIABILITIES

Segment liabilities

Current tax payable
Borrowings

Unallocated corporate liabilities

Consolidated total liabilities

OTHER INFORMATION
Capital additions
Depreciation and amortisation
Allowance for impairment of
bad and doubtful debt
Other non-cash expenses
Restructuring provision
Share of results of associates
Interest income
Finance costs
Taxation

FRAERME

&

ABAE
AHEMHA
%
AELXRE

FRAREE

HtER
BTEN

8 R%H
RERRERE

Hp L ER
EfRRR
EiEBELAZE
HERA
HHER

2]

-l 36 COSMOS MACHINERY ENTERPRISES LIMITED

AEHEBEEFRA A

Industrial
consumables
1%

B
HK$000
TAT

235,786

51,364

1,428
1,747

1,084
2,559

Plastic
processing
products
EERm
EmI
HK$'000
TET

308,734

81,130

15,399
10,857

3821
4,234

575
4,143
26,686

DEERE (&)
ITMEE -EEREE (B)
RZE—RF+_A=+—HZHHE
ERBEWAT
Printed
circuit Other
Machinery boards operations  Consolidated
105
B BB Hp=E e
HK$'000 HK$'000 HK$'000 HK$'000

TET TET TET TET

825,221 512,244 374,410 2,256,395
29,179

1,389

132,840

2,419,803

481,266 198,173 23,057 834,990
15,255

363,459

49,187

1,262,891

2,980 20,492 730 41,029
28,130 27,950 4,491 3175
41,023 (1,504) 7829 51,789
69,291 = = 73,493
91,7271 = = 91,727
259 = 309 568

931 244 1,072 3,579
8,455 n7 2,160 16,559
12,496 9,567 3317 54,625



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

SEGMENT REPORTING (Continued)

Geographical information

The Group’s operations are located in Hong Kong, other
regions in Mainland, other Asia-Pacific countries, North
America and Europe. The Group's trading of industrial
consumables division is located in Hong Kong and Mainland.
The manufacturing of plastic processing products, machinery
and printed circuit boards divisions are located in Mainland.

The following table provides an analysis of the Group’s sales
by geographical market:

FWHE ()

ih & & R
REBWEBLRES FEAM - H
fbEE KBER - b EMEEBMN - NEE 2
ITX¥EEMBEIENMRBEERPER
Hhoo SEBELG M AN T - HEA K2 EDRI 4R B
RERE LRI AR E A o

TOIEIN AN K E I ERZ M E T IH 2D
#r

Sales revenue by
geographical market

BETSE D ZHERA

2017 2016

—E—tF ZE—RF

HK$000 HK$°000

FET FAET

Hong Kong BA 586,964 572,916
Mainland FE R 1,639,852 1,376,572
Other Asia-Pacific countries Hibm KEIR 155,700 181,383
North America b 3N 14,526 27,962
Europe B 49,806 33,454
2,446,848 2,192,287
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

5. SEGMENT REPORTING (Continued)

Geographical information (Continued)

The following is an analysis of the Group’s fixed assets,
goodwill and intangible assets (“specified non-current
assets”), and additions to property, plant and equipment,
analysed by the geographical area in which the assets are

DEWEE (E)
WEER (F)

AEENETEE BENEVEE (5B
ERBDEE) MIE BEREREBZ

BARME 2 DT

located:
Additions to
Specified property, plant
Non-current assets and equipment
EEFRBEE WME - BEREZEZER
2017 2016 2017 2016
—¥-t& -"T-AF ZF-tF _"T-AF
HK$'000 HK$'000 HK$°000 HK$'000
FET FET FET FAET
Hong Kong B 200,873 182,799 494 2,048
Mainland A B A 3 548,644 542,073 57,878 38,981
749,517 724,872 58,372 41,029
Information about major customers TEEFWNER

No customer of the Group has individually accounted for
over 10% of the Group’s total revenue during the year
(2016: Nil) and no information about major customers is
presented accordingly.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

REVENUE, OTHER INCOME AND GAINS, NET 6. WA HEMW AR W=EFE
Revenue, which is also the Group's turnover, represents WA IMBEIAEB ZHE5E  IBFRAR
the amounts received and receivable for goods sold to EBERMEEUIINEFHEEERREE R
customers, less returns and discounts and interest income g 2 B W Rk B WK IR & FE L mh &
from finance lease receivables during the year. An analysis FHERBEEEZABWA - REB 2 U
of revenue, other income and gains, net is as follows: A HWARWER FEEONTAT ¢
2017 2016
—E—+tF —E-RF
Notes HK$'000 HK$'000
B &t FET FHET
Revenue N
Sales of goods BYHEE 2,420,204 2,168,424
Finance lease income RE M E WA 26,644 23,863
2,446,848 2,192,287
Other income Hp g A
Unused provision for restructuring B3 KB A BHEREE 30
reversed 31,101 =
Gross rental income from properties ¥ % & 3% & 2 & U 25
and equipment 1,319 1,055
Handling, tooling and sales of BRI TREEREE
scrapped materials 5,533 8,571
Government grants X 7 #7 BE 7,154 3,499
Sundry income H b g A 12,136 4,146
57,243 17,271
Gains/(loss), net W (FR) B4
Gain on disposal of property, plant  HE&EW¥ - BE &R FE
and equipment Z B 57 1,701
Exchange gain, net ER BT FHRE 713 2,380
Gain on disposal of available-for- HERHEESHEE
sales financial assets 2 &8 F 3,389 -
Loss and damage from typhoon, @ SR 5 - IR
net of insurance recovery* R EEE (17,562) -
(13,403) 4,081
43,840 21,352

X This amount represents the loss incurred for the fixed assets

scrapped, inventories damaged, other operating overheads for

major relevant repairs, etc. net of insurance claims as a result

of the typhoon damage to the production plant in Zhuhai

during the year.

It & B R R F A B RE R 35 IR R 4
ZBZEBK A eEEEEERE 78
BEAREHEABEIEMAXSE  WE
R ERE 2 FHR -

Annual Report 2017
“E-tFFR

139



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

7. RESTRUCTURING COSTS 7. EHER
During the year 2016, the Group announced a series KEBR -_ZT—NFREM—RIEH
of restructuring actions to reduce costs and enhance FRUABEKAARIES EERE - =4
operational efficiency. Details of restructuring costs were as BRFMANT
follows:
2017 2016
—E—tF —E—RF
HK$°000 HK$'000
FET FHET
Employees compensation BTEMER - 104,716
Write-down of inventories 7 &M AR = 20,357
Impairment loss of plant and machinery JF?ibE% N2 R E B 18 - 3,073
Relocation expenses KB = 7,011
- 135,157
8. FINANCE COSTS 8. MKEM
2017 2016
—E—tF —E—RF
HK$000 HK$'000
FET FET
Interest on: B INIIEEEERNTE
Bank borrowings wholly repayable ARAFAEEZ
within 5 years RITHE K 20,301 16,020
Finance leases MERE 182 493
Imputed interest expense on deferred BIEEMNREGHET B
consideration payable egunl - 46
Total interest expense on WIEATFEEFER
financial liabilities not at fair value Bmzemasgz
through profit or loss A B S 20,483 16,559

14(Q COSMOS MACHINERY ENTERPRISES LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

INVESTMENT INCOME 9. BWEWA
2017 2016
—E—+F —ZE-RF
HK$’000 HK$'000
FET FET
Bank interest income HRATH B WA 3,519 3,579
Total interest income on financial WIRAFEEFZBB
assets not at fair value through BaseBEEL
profit or loss @ B U A 3,519 3,579
Realised and unrealised gain on FEEBEZREZDEBER R
held-for-trading investments FRE IR AT 217 682
Dividend income from listed ITHAHHESREE L
available-for-sale financial asset % B Uk A = 99
3,736 4,360
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

10. PROFIT/(LOSS) BEFORE TAX

Profit/(loss) before tax has been arrived at after charging/

10. BRBLATER, (B18)
BBAEF (BB EMB GEA)

(crediting) the following: T &IF -
2017 2016
—E—+t5F —E-RF
HK$'000 HK$'000
FET FHET
Staff costs (including directors’ EIRA(BIEEEZME)
emoluments)
— Salaries and other benefits — % & MHEHMER 360,756 387,223
— Retirement benefits scheme —RRAE A5 815K
contributions 35,482 23,547
Total staff costs @8 TR 396,238 410,770
Allowances for impairment of bad and 1 BR Bl (& £
doubtful debts 6,075 51,789
Auditors’ remuneration A G
— Group auditor — S BEZEA 2,380 2,280
(Surplus)/deficit on revaluation of BRMEEMS (B%) EAi
properties held for own use (179) 955
Depreciation and amortisation on: rE L
— Owned assets —-BEEE 60,878 65,688
— Assets held under finance leases —BEREEE 410 2,379
— Leasehold land held for own use —REMEEEREZ
under finance leases HE i 2,414 2,335
— Leasehold land and land use rights — M E £ i K £ (B AE 1,379 1,390
— Intangible assets —EREEE 1,383 1,383
Impairment loss of property, Y% WEREEREEE
plant and equipment - 3,073
Operating lease payments — Land KEHENK - THREF
and buildings 21,890 20,755
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

11. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS  11.

(a) Directors’ emoluments
Directors’ emoluments disclosed pursuant to the Listing
Rules and section 383(1) of the Companies Ordinance
and Part 2 of the Companies (Disclosure of Information

ESKEEME
() EEH

RIFB L AEAS MBI ERESB(A
AEBIY B£383(1)E - ME =& H
BE(AREEFENEREE)

about Benefits of Directors) Regulation are as follows: EEWaHENT
2017
—E-tf§
Retirement
Salaries benefits
Directors’ and scheme
Name of Directors fees  allowances contributions Total
BEMNY ESHE FeRER BARGTEMER st
HK$'000 HK$'000 HK$’000 HK$’000
FET FET FAET FAET
Executive Directors HITEE
Mr. Tang To WELE 725 1,124 108 1,957
Mr. Wong Yiu Ming ERHA % 1,372 3,399 274 5,045
Mr. Tang Yu, Freeman HEaLE 579 1,625 18 2,222
Non-Executive Directors  #HTEZE
Mr. Kan Wai Wah EEEL 60 - - 60
Mr. Ho Wei Sem MEREE - - - -
Ms. Yeung Shuk Fan BB+ 168 - - 168
Mr. Cheng Tak Yin EiEB e 60 - - 60
Mr. Qu Jinping EeFrE - - - -
Mr. Huang Zhi Wei BEEERAE = = = -
Total st 2,964 6,148 400 9,512

There was no arrangement under which a director
waived or agreed to waive any emoluments during the
year.

RERNYBEZHRKFBNES
Iz 25k -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

11. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 11.EZERESME (&)

(Continued)

(a) Directors’ emoluments (Continued)

(a) E=M= (&)

2016
N
Retirement
Salaries benefits
Directors’ and scheme
Name of Directors fees allowances  contributions Total
BEMA E50e  Fe kRl RAGEMEN st
HK$°000 HK$°000 HK$°000 HK$°000
FET FET FET FET
Executive Directors HITEF
Mr. Tang To BELE 530 1,030 108 1,668
Mr. Wong Yiu Ming =EBELA 720 2,712 238 3,670
Mr. Tang Yu, Freeman BREE - 1,625 18 1,643
Non-Executive Directors HEHTEE
Mr. Kan Wai Wah BEELLE 60 - - 60
Mr. Ho Wei Sem fEHRLE - - - -
Ms. Yeung Shuk Fan BRE T+ 168 - - 168
Mr. Cheng Tak Yin BEEEE 60 = = 60
Mr. Qu Jinping BEeTEE - = = =
Mr. Huang Zhi Wei BEEERE = = - -
Total st 1,538 5,367 364 7,269

There was no arrangement under which a director

waived or agreed to waive any emoluments during the A& 2 L2 HE ©

year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

11. DIRECTORS’ AND EMPLOYEES' EMOLUMENTS 11.2EEREESEME (&)

(Continued)
(b) Employees’ emoluments (b) EEME
The five highest paid individuals included three (2016: hfimmFMESE+R  BRE=%
three) directors, details of whose emoluments are set (ZEBE—RF:=R)EF » 5
out above. The emoluments of the remaining two HIEEWEFRY c HEME (ZF
(2016: two) individuals are as follows: —ANF WMB)EEZHHOT ¢
2017 2016
—E—+F —E-RF
HK$’000 HK$'000
FET FET
Salaries and other benefits HeRHMEF 4,103 4,780
Retirement benefits scheme RAKAE I ET B LR
contributions 106 137
4,209 4,917
The emoluments of the employees were within the EEHFMH R THIAR :

following bands:

Number of employees

BTIAH
2017 2016
—®—t& —T-AF
HK$1,000,001 to HK$2,000,000 1,000,001 7L £2,000,000/%& 7T 1 1
HK$2,000,001 to HK$3,000,000 2,000,0017% 7T % 3,000,000/% 7T 1 1
2 2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

12. TAXATION 12.

Hong Kong profits tax has been provided at the rate of
16.5% (2016: 16.5%) on the estimated assessable profits
arising in Hong Kong during the Year. Taxes on profits
assessable elsewhere have been calculated at the rates of tax
prevailing in the jurisdictions in which the Group operates,
based on existing legislation, interpretations and practices in
respect thereof.

BE
EREFERIEAFERBEARRZ M
TR R M R16.5% (ZT—/NF:
16.5% ) i - Hfbth @ BRFEF 2
MEDIBREAEBEEMERERRZ
WATER) REREHFTERE -

2017 2016
—E—+tF A=
HK$°000 HK$'000
FET FHET
Current tax A EABIE
Hong Kong profits tax BEBNEN
Current year KEE 1,381 1,582
(Over-provision)/under-provision TEE(ZR) DR
in prior years (59) 1,730
1,322 3,312
Overseas tax BN IE
Current year INEE 10,996 10,772
Under-provision in prior years FFE DR 1,390 8,544
12,386 19,316
Deferred tax BT I8
Deferred taxation relating to the RER=Z=E(PE) NEEZ
(reversal) and origination of TEEFLIA (H4F24)
temporary differences (note 24) (7,632) 31,997
6.076 54,625
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

12. TAXATION (Continued)
The taxation on the Group’s profit/(loss) before taxation

e MBRRMEE (&)

—tF A= —HIFE

12. BL1E (&)

differs from the theoretical amount that would arise using R4

the domestic taxation rates applicable to losses of the

consolidated companies as follows:

Zl»“*lﬁ%ﬁﬁﬁiﬁ?ﬁ‘/(%%)éﬁ%iﬁﬁ
NAIBEZ AR RAEL 2
’A’IE MERMT :

2017 2016
—E—tF ZE—RF
HK$°000 HK$°000
FET FAET
Profit/(loss) before tax B ADE A, (E5E) 49,926 (279,260)
Tax calculated at the domestic income LAZ 30 T 15 51 R 16.5%
tax rate of 16.5% (2016: 16.5%) (ZE—RF :165%):t& 8,238 (46,078)
Tax effect of share of results of JEAL B & AR EEEH
associates B (548) (94)
Tax effect of expenses that are 5T TE JE ER A g 1) B S ]
not deductible in determining HMRHAZEHRE &
taxable profit 6,146 9,307
Tax effect of income that is not 2T T JE SR B N B R 2R
taxable in determining taxable profit f%ﬂﬂﬁ’]”ﬁl)\xﬁﬁﬁz A (2,345) (3,929)
Under-provision of current tax in current 7K £F [& 7N A 7 78 5 5 ) 12
year, net FER (105) (209)
Under-provision of current tax TFEEARRHIBEE
in prior years, net DIRFEE 1,331 10,274
Tax effect of utilisation of deductible ﬁﬁﬁ iﬁﬁﬂiﬁﬁ‘ﬂZT?m}ﬁ‘Z
temporary differences not previously RME=RRIE TR
recognised (4,540) (1,863)
Tax effect of temporary differences/tax KR ERE=8 FiIAE
losses not recognised B8 WG e 2,526 83,531
Tax effect of utilisation of tax losses ERBERER TR
not previously recognised BiEzTE (6,121) (329)
Effect of different tax rates of TEHEAM AR R EE 2 M B
subsidiaries operating in other REMEZER 2 &
jurisdictions 1,494 4,015
6,076 54,625
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

13. EARNINGS/(LOSS) PER SHARE 13. BRBF (FE)
The calculation of basic earnings/(loss) per ordinary share REEGREBIREKRER  (EE)
is based on the Group's profit/(loss) attributable to equity DEANFEEARNTRERBEARGER
shareholders of the Company divided by the weighted m S (EB1E) &EFWE%TTE Gl
average number of ordinary shares in issue during the year. R N Y&t E
2017 2016
—E—tF —E—RF

Weighted average number of ordinary AN FEHEHAE ~

shares in issue during the year AEFDBITLBEBRKRGD 716,930,692 716,930,692
HK$'000 HK$’000
FET FHET
Profit/(loss) attributable to the equity RABREFREAZ

shareholders of the Company A& T, (BE) 27,284 (303,160)
HK cents HK cents
Al JEN
Basic earnings/(loss) per share BRERAEF(E18) 3.80 (42.29)
No diluted earnings/(loss) per share is presented as the BHRARRFALE|EMEEDET
Company did not have any potential ordinary shares TER AL EEISREER 2

outstanding. B¥,/(FE) -
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14. OTHER COMPREHENSIVE INCOME/(EXPENSE)

15.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

FOR THE YEAR, NET OF TAX

Tax effects relating to each component of other comprehensive

MVAEAFHARBEARzZHMEEZE

Wz, (<)
FREmEmkE () & AKX

income/(expense): MzMBEE
2017 2016
“E-tF “E-5F
Before tax Tax Net-of-tax Before tax Tax Net-of-tax
amount expenses amount amount expenses amount
BB A NBHE | kHE
£ | HEER £ | g HEER g ]
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FEL FET FET &1 &1 A1
Change in fair value of fHESHEE,
available-for-sale financial asset IR (129) - (129) 655 - 655
Share of other comprehensive EiEBEATLY
income/(expense) of associates 2ENE/ (TH) 1,956 o 1,956 (2,191) = (2,191)
Surplus on revaluation of properties BRENEERRS
held for own use 25,341 (4.101) 21,240 5,187 (906) 4281
Exchange differences arising from BEENEBRRR
translation of financial statements EEERER
of foreign operations 74,040 - 74,040 (75,096) - (75,096)
Reclassification adjustments: HERE:
Release of translation reserve upon HE-ENBEAARMES
disposal of a subsidiary FhlER - - - (55) = (55)
Release of translation reserve upon HE-HNEARE
deregistration of a subsidiary RENBERL = = = (1,966) = (1,966)
Release of fair value reserve upon HELREER
disposal of available-for-sale ROTEERERT
financial asset (930) - (930) = = =
100,278 (4,101) 96,177 (73,466) (906) (74.372)
DIVIDEND 15. BB

No dividend was paid or proposed by the directors of

the Company for both years nor has any dividend been

proposed since the end of the reporting period.

REAEEEMFEREXNHIERRE
B tREERESHEERBERRER
IREBAL (TS ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

16. PROPERTY, PLANT AND EQUIPMENT

Leasehold land

16. % - BERRE

held forown  Buildings ~ Furniture, Assets
use under held for fixturesand  Plant and Motor under
finance leases ~ ownuse  equipment machinery  vehicles  construction Total
ERE
HEREL B
BREELE BRET KERRE RERES bt HRIE af
HKS$'000  HKS$'000 HKS'000  HKS$'000  HK$'000 HKS$'000  HKS$'000
&7 FEr &7 FEr FEr &7 FEr
COST OR VALUATION RAHME
At 1 January 2016 RZE—7E—F—-H 75,380 357,950 213,780 663,228 39,120 1089 1,350,547
Exchange realignment B RE - (19543) (11375 (37,900 (1,773) 73 (70,664)
On disposal of a subsidiary HE-HHEBAR = - (941) - (335) - (1,276)
Additions NE = 2,998 12,207 24139 1,685 - 41,029
Reclassifications EXips] - (8219 8,219 1,016 = (1,016) =
Disposals 3 - - (35488 (33251) (6,162) - (74907)
Adjustment on revaluation BifHR 20 (2,019) = = = = (1,749)
At 31 December 2016 and R=B-AE+=A=+-A
1 January 2017 R-5-t%-f-H 75,650 331,167 186,402 617,232 32,535 - 1,242,986
Exchange realignment ER AR - 19,578 9,562 33,437 1,564 = 64,141
Additions HE - 378 10,150 45,250 2,243 351 58,372
Transfer to assets of disposal group EZHEARELEZ
classified as held for sale (note 38) &R EE (f13138) = (20,218) = = = = (20,218)
Disposals HeE - - (3,460) (30,018) (3,561) - (37,039)
Adjustment on revaluation EXRE ]S 16,420 (5,504) - - - - 10,916
At 31 December 2017 RZ2-tE+ZB=1-H 92,070 325,401 202,654 665,901 32,781 351 1,319,158
Analysis of cost or valuation: ~ F A EEZ DI -
At 31 December 2017 R-E—t5+-A=t-H
At cost BB - - 202,65 665,901 32,781 351 901,687
At valuation RitER 92,070 325401 - - - - M1an
92,070 325,401 202,654 665,901 32,781 351 1,319,158
At 31 December 2016 RZE-~E+-A=1-H
At cost AR - - 186402 617,32 32,535 - 836,169
At valuation RIHEE 75,650 331,167 - - - - 406,817
75,650 331,167 186,402 617,232 32,535 - 1,242,986
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 # 2~ %

16. PROPERTY, PLANT AND EQUIPMENT

—tF A= —HIFE

16. 1% - BERRE (&)

(Continued)
Leasehold land
held forown  Buildings  Furniture, Assets
use under held for fixturesand  Plant and Motor under
finance leases ~ ownuse  equipment machinery  vehicles  construction Total
G
i) -t=2-p B
BREELE BRET RERRE RERES bt HRIR T
HK$'000  HK$'000  HKS'000  HKS'000  HK$'000 HKS'000  HK$'000
&7 FER 7R &7 7R FEn  TE%
ACCUMULATED DEPRECIATION, 1% B#EEE
AMORTISATION AND
IMPAIRMENT
t 1 January 2016 RZE2-7§-A-A = - 177644 449,138 3,015 - 658,797
Exchange realignment ERRE = (1,059) (9695 (24272) (1,445) - (3647)
On disposal of a subsidiary HE-RNBLF s = (732) = (84) - (816)
Depreciation provided for the year AEHEEE 2,335 10,943 14,510 403N 2,243 S 70,402
Impairment for the year KERE - - 73 3,000 - - 3,073
Reclassifications BB - (6,238) 6,238 - = - =
Written back on disposals HEEEE = = (298000 (29,161) (5,429) - (64,390)
Eliminated on revaluation EfEfis (2,33) (3,646) = = - - (591)
At 31 December 2016 and R-B-~E+-A=1+-H
1 January 2017 k=%-t%-A-A - - 158,238 439,076 21,300 - 624,614
Exchange realignment ERAE - 746 8,158 22,536 1313 - 3753
Depreciation provided for the year AEHEZ(E 2414 11,444 10,475 37,611 1,758 - 63702
Written back on disposals HERE - - 2971)  (25,879) (3333) - (32183)
Eliminated on revaluation Bt (2414) (12,190 - - - - (14,604)
At 31 December 2017 RZB-tE+-A=+-A - - 173900 473344 27,038 - 67428
NET BOOK VALUES BERE
At 31 December 2017 RZB-tE+-A=1-H 9,070 325401 28,754 192,557 5,743 351 644,876
At 31 December 2016 RZE-~"ETZR=1-A 75,65 331,167 28164 178,156 5235 - 618372
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

16. PROPERTY, PLANT AND EQUIPMENT 16. ¥ - BMERZE (&)

(Continued)
The net book value of leasehold land held for own use

under finance leases held by the Group:

In Hong Kong: RES
— R HAFR &Y

— under medium-term leases

AEBERMENERAZERMEE L
BREDFELT

2017 2016
—E—tF —TARF
HK$’000 HK$'000
FET FRET
92,070 75,650

The leasehold land and buildings of the Group were revalued
as at 31 December 2017 on the open market existing use
basis by Cushman & Wakefield Limited and Roma Appraisals
Limited, independent firms of professional valuers. The
surplus arising on revaluation attributable to the Group has
been credited to the other comprehensive income for the
year and is accumulated separately in equity in property
revaluation reserve.

Depreciation expense of approximately HK$45,697,000
(2016: HK$48,389,000) has been expensed in cost of
sales, HK$807,000 (2016: HK$1,209,000) in selling
and distribution costs and HK$17,198,000 (2016:
HK$20,804,000) in administrative expenses.

Had leasehold land and buildings been carried at cost less
accumulated depreciation and amortisation, the carrying
value of leasehold land and buildings would have been
approximately HK$327,746,000 (2016: HK$337,046,000).

The net book value of the Group’s plant and machinery
includes an amount of approximately HK$1,449,000 (2016:
HK$15,160,000) in respect of assets held under finance
leases.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

BRRTNESEERIGERAR (B
YZEEMBEMNR-_ZB—LF+_A
=t—B - URTARAMSZEE 5
AEEHETHEBTETER -BE
EMEEZRRCEARFEEMEE
WARBYRARDEERFEA

r &€ B A4 A45,697,000% 5T (=
T — N4 : 48,389,000/ T) & W it
ARBEERKE 807,000 T (=&
—NE 11,209,000 L) R DB
A %17,198,0008 L (=& — X F -
20,804,000 7T) RITEE A °

BT E L1 RIEF AR AR R 5HT
EREE HEILHEREF2RITER
B4 /4327,746,0008 70 (=ZF — /R F ¢
337,046,000 7T) °

AEEME M #E 2 REFESE R
B EZHE 2 EEEEHNA1,449,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

16. PROPERTY, PLANT AND EQUIPMENT

(Continued)
At 31 December 2017, certain of the Group’s leasehold

17.

land held for own use under finance leases and buildings

with an aggregate carrying value of HK$83,100,000
(2016: HK$68,000,000) and HK$70,638,000 (2016:
HK$81,800,000) respectively were pledged to secure certain

bank borrowings granted to the Group.

FAIR VALUE MEASUREMENT OF PROPERTIES

()

Fair value hierarchy

The following table presents the fair value of the
Group's properties measured at the end of the
reporting period on a recurring basis, categorised into
the three-level fair value hierarchy as defined in HKFRS
13, Fair value measurement. The level into which a
fair value measurement is classified is determined with
reference to the observability and significance of the
inputs used in the valuation technique as follows:

Level 1 valuations: Fair value measured using only Level
1 inputs i.e. unadjusted quoted prices in active markets
for identical assets or liabilities at the measurement
date.

Level 2 valuations: Fair value measured using Level 2
inputs i.e. observable inputs which fail to meet Level
1, and not using significant unobservable inputs.
Unobservable inputs are inputs for which market data
are not available.

Level 3 valuations: Fair value measured using significant
unobservable inputs.

16.

17.

M- BERRE(E)

R-ZE—+F+-_A=+—H K
SEEHEATHEREBAERBZ
BERAAELTHwREF HE@RES
7l 483,100,000 T (= F — X F -
68,000,000/ 7T ) }70,638,000/8 T (—
T — X% ¢ 81,800,000 7T)  fEA K
FTAREEEMBRITERZER -

V=D FEEE

() DFEEZRE
TREINBEEEBFAFERE
BOMEZ N FEE  WIRESH
BmELERE 135K - A FEEFE
IREZAFEE=ZERBETFE
MEERSE - BAFEEFENH
ZERTBSE W MAETTEFB
BEZIBRMENEEHRERT :

F-ERGHE: EERE-ERE
ABEBARFEAREEEXER
BEREBRMSEZ REHERE) 5
EZRVFEE-

F_EXREE:ERFE_EREA
B EIREEINE—BERZAH
R\ ABIE BYREREANTA
BRBABB)FEZAFEE:
TABRBABBREMSHEZ
AR o

FZEBREE: RAEXRTAEHE
BEAEZATFER-

Annual Report 2017
—E-LFEFER

153



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

17. FAIR VALUE MEASUREMENT OF PROPERTIES

(Continued)

(i) Fair value hierarchy (Continued)

Recurring fair value
measurement of assets:

Leasehold land held for own
use under finance lease

Buildings held for own use

Recurring fair value
measurement of assets:

Leasehold land held for own
use under finance lease

Buildings held for own use

-l 54 COSMOS MACHINERY ENTERPRISES LIMITED

REEBMEXERAD A

RENLTRE
HERE
BRERE AR

BELH

BRET

BENATEE
HERE:
BRERE 8

AELH

BRBT

()

31 December 2017
R-E—+F
+=-A=+-H
HK$000

FEZ

92,070

325,401

31 December 2016
RZE—RF
T=HE=ET=E
HK$'000

FET

75,650

331,167

17. WELAFEEFTE(E)

DFEEER(E)

Fair value measurement at
31 December 2017 categorised into
Fair value at
R=B-t&+=A=+—-H
ATEEHEEUTIE
Level 1 Level 2 Level 3

F-BR EZEBR F=EKX
HK$000 HK$°000 HK$000
TET TET TET

- - 92,070

- - 325,401

Fair value measurement at
31 December 2016 categorised into
Fair value at
R-2-AF+=A=+-A
ATEBEFEEINTHE

Level 1 Level 2 Level 3
F—ER Bl =/ FE=ER

HK$'000 HK$000 HK$'000
T FAT TR

= = 75,650

= = 331,167



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

17. FAIR VALUE MEASUREMENT OF PROPERTIES
(Continued)

()

(i)

Fair value hierarchy (Continued)

During the years ended 31 December 2016 and 2017,
there were no transfers into or out of level 3. The
Group’s policy is to recognise transfers between levels
of fair value hierarchy as at the end of the reporting
period in which they occur.

All of the Group’s leasehold land held for own use
under finance lease and buildings held for own use
were revalued as at 31 December 2017. The valuations
were carried out by independent firms of professional
valuers, Cushman & Wakefield Limited and Roma
Appraisals Limited, which are a world-wide commercial
real estate services firm with recent experience in the
location and category of property being valued. The
Group’s property manager and the chief financial
officer have discussion with the valuers on the valuation
assumptions and valuation results when the valuations
are performed at the annual reporting date.

Information about Level 3 fair value measurement

Valuation techniques

fEERM

Leasehold land held for
own use under finance

(a) Direct comparison
approach
leases and buildings held BERLBEHEE

for own use

MEMET 2 ERAMEE (b) Income approach
Tk ERAETF WA &

(c) Depreciated
replacement cost
approach

FESEXAZE

17. MELAFLEEFE (E)

(i) AFEELEE)
RZZE—REFER=-FT—+F+=A
=S+ BFERALRBEREIE=
BrftE=—BrEH EFAF
BEABERERETE 2R
REBZHR  RREHEBHER -

mEAEEZRERAEZ B AEE
THEERABFR-_ZT—tF+=
A=1t—BETER - ZE[IHE
HBY <« EXRMHEM — BRRT
MESBEREFEARAR (RBRNKE
MEEEHERBARLEEHE
R MERBBNTPE[BER) <
e RERHRER AEBZYE
RENAFMGRESRFEEEM
ZRE R ARG ER R

(i) F=Z=BARALAFLEEFEEH

Unobservable input Range
THEEYE EE

(Discount)/premium on -10% to 10%
quality of building
BFREEH M), B  -10%ZE10%
4% to 8.75%
4%%8.75%
40% to 50%

Capitalisation rate
BERpx
Age adjustment on the cost
of buildings, taking into
account the remaining
useful life of buildings.
REEBERBTZHRTH
152 1 4 51

40%%E50%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

17. FAIR VALUE MEASUREMENT OF PROPERTIES

(Continued)
Information about Level 3 fair value measurement

(Continued)

(i)

(a)

The fair value of properties located in Hong Kong
is determined using direct comparison approach
by reference to recent sales price of comparable
properties on a price per square foot basis,
adjusted for a premium or a discount specific to
the quality of the Group’s properties compared
to the recent sales. The valuations take into
account the characteristic of the properties which
included the location, size, view, floor level, year
of completion and other factors collectively. Higher
premium for higher quality properties will result in
a higher fair value measurement.

The fair value of properties in the PRC is
determined using (i) income approach by the
capitalisation of the net rental income derived
from the existing leases and/or achievable in
existing market with reversionary income potential
by adopting appropriate capitalisation rates.
Capitalisation is estimated by the valuer based on
the risk profile of the properties being valued. The
higher the rates, the lower the fair value. Prevailing
market rents are estimated based on recent lettings
within the subject properties and other comparable
properties. The lower the rents, the lower the fair
value. (ii) depreciated replacement cost approach
by reference to an estimate of the market value
for the existing use of the land, plus the current
cost of replacement of the existing structures
less deductions for physical deterioration and all
relevant forms of obsolescence and optimisation.
The key inputs are estimated cost of construction
per square meter and age adjustment on the cost
of properties. Lower the age of properties will
result in correspondingly higher fair value.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

17. WELAFEEFTE(E)

(ii)

BE=ZBRATVEEFEER (&)

(a)

MNREBENMEZ AFEE
EREELBAELEE B
FE2E A LB YT H
EZBFHEREE  UEAX
SEMFEEFEHAE - HE
TEEBEMEZFL - B
MEIE EE - R88
CERFOREMEARSE
—HHMAEE - AR REEY
XN ZARRRE FAASE
h&m A FEEFERE -

EHRENYE A FERMA®G
WARHEZRBEEEAREE
BRAEBO R, HE R TR
R R R R A EE £ I
AERME - EXRC A ERIZ
BREMENRRE =G - 7
s AFEEYE BT
MZHEEEZMEREUD
EWEmMmEHEER - HE
BUE - RFEEBE - ()TE
BEERANAEREER i
ZHEZGBFRER  SNE
ERAREMIRBKA B
MERERIERANA M
A ZRERELZHIE -
MR ENB AR ZE
FHANEREERERY
ERAHHE - RIEHBER S
BHHEHARS WA FE-



17. FAIR VALUE MEASUREMENT OF PROPERTIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

(Continued)
(ii) Information about Level 3 fair value measurement
(Continued)

(b)

(Continued)

The movements during the year in the balance

of these Level 3 fair value measurements are as

follows:

17. MELNFEEFE (E)

BE=ZBRAVEEFEERN(F)

(b) (#&)
FZERAVFEEFENS
ERAFERZESHMT

2017 2016
—E—+tF —ZE-RF
HK$°000 HK$'000
FET FHET
Leasehold land held for own use EREAHEC EAMEEL
under finance leases: #h,
At 1 January ®n—A—H 75,650 75,380
Depreciation provided for the year REFITERE (2,414) (2,335)
Surplus on revaluation B A 18,834 2,605
At 31 December R+—_A=+—H 92,070 75,650
Buildings held for own use: BREF
At 1 January n—A—H 331,167 357,950
Additions NE 378 2,998
Exchange realignment E R 18,832 (18,484)
Reclassification BENOHE _ (1,981)
Transfer to assets of disposal group HEZEDEAZIEHE
classified as held for sale ZHEMRMNEE (20,218) -
Depreciation provided for the year — KRFEEZITEEH (11,444) (10,943)
Surplus on revaluation Eh A% 6,686 1,627
At 31 December R+=-—HA=+—8H 325,401 331,167

Surplus on revaluation and currency adjustment of

leasehold land held for own use under finance leases

and buildings held for own use is recognised in other

comprehensive income in “property revaluation

reserve” and “translation reserve” respectively.

EREHMEzeAAEL KA
BFNEGLAEHKIEEHAED D5
BRAREMEAKATHN MRS
I MIES e -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

18. LEASEHOLD LAND AND LAND USE RIGHTS

18. HEL R LA

2017 2016
—E—tF —TEAF
HK$’000 HK$'000
FAETT FET

cosT R A
At 1 January n—HA—H 57,207 60,333
Exchange realignment JE X 3,105 (3,126)
Transfer to assets of disposal group BEHSHEABFELE

classified as held for sale (note 38) Z B EHRIEE (H3E38) (2,609) -
At 31 December WN+=—_A=+—8 57,703 57,207
ACCUMULATED AMORTISATION Ret#ey
At 1 January nwW—HA—H 13,411 12,666
Exchange realignment E X 728 (645)
Transfer to assets of disposal group BELSEARBELE

classified as held for sale (note 38) Z MEHREE (FfFE38) (1,135) =
Amortisation for the year 7N 5 S 5 1,379 1,390
At 31 December W+=—_A=+—8H 14,383 13,411
NET BOOK VALUE BREFE
At 31 December R = -— 43,320 43,796
At 1 January n—A—H 43,796 47,667

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A
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19.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

LEASEHOLD LAND AND LAND USE RIGHTS

(Continued)
The Group's interests in leasehold land and land use rights

represent prepaid operating lease payments and their net
book values are analysed as follows:

Outside Hong Kong held on:
PHED

Medium-term leases

EHEBAMEETE

18. HEL MR L EAE(E)

AREBERNHE L o L (ERENER
TR EEREN R EREFE
HoMframT :

2017 2016
—B—tE —T-A&
HK$°000 HK$°000
F&T Fi87T
43,320 43,796

At 31 December 2017, certain of the Group’s leasehold
land and land use rights with an aggregate carrying value of
approximately HK$4,041,000 (2016: HK$3,983,000) were
pledged to secure certain bank borrowings granted to the

RZE—+tF+=ZA=+—80 x5H
BREE 4258 494,041,000 L (ZF—~
£ : 3,983,000 7T) B EB D M E T Hb &
THFEREEERR  EARTAERE

Group (note 43).

BRARITERZ R (H5E43) ©

GOODWILL 19. B8
HK$'000
FAET
COST 24N
At 1 January 2016, 31 December 2016 RZE—-—RF—H—H
and 31 December 2017 —E-RFE+ZA=+—8k
—E—+tH+=-A=+—H 53,483
ACCUMULATED IMPAIRMENT R EE
At 1 January 2016, 31 December 2016 RZZE—RF—H—HB-
and 31 December 2017 ZE-RFTZA=+—HK
Lt resas — B = —E -
CARRYING AMOUNT REE
At 31 December 2017 RZEBE—+F+=_A=+—H 53,483
At 31 December 2016 NEEEE= =S U = S 53,483
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

19. GOODWILL (Continued) 19. B& (&)

The amount represents goodwill arising from the acquisition
of 100% equity interest in KFE Hong Kong Co., Limited
("KFE"”) in 2013. For the purpose of impairment testing,
goodwill has been allocated to an individual cash generating
unit (“CGU"), representing KFE, a subsidiary in the
processing and trading of printed circuit boards segment.

The recoverable amount of this CGU is determined based on
a value in use calculation which uses cash flow projections
based on financial budgets approved by management
covering a five-year period and a pre-tax discount rate of
18.7% (2016: 19.6%) per annum. The cash flows beyond
that five-year period have been extrapolated using a steady
3% (2016: 3%) per annum growth rate. This growth rate is
based on the printed circuit boards industry growth forecasts
and does not exceed the average long-term growth rate for
the printed circuit boards industry. Other key assumptions
for the value in use calculation relate to the estimation of
cash inflows/outflows which include budgeted sales and
gross margin. Such estimations are based on KFE's past
performance and management’s expectations for the market
development. The directors believe that any reasonably
possible change in any of these assumptions would not
cause the carrying amount of KFE to exceed the aggregate
recoverable amount of KFE.

The directors reviewed the carrying value of the goodwill,
taking into account an independent valuation report
prepared by a professional valuer, Cushman & Wakefield
Limited. Based on the assessment and the valuation report,
the directors are of the opinion that no impairment loss is
necessary as at 31 December 2017.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

EEER T —=FRKBIHE -
BEBABR AR ([KFE]) E100%A/%
REZMES - BEINRXSUFEE S
REEJEcECEU([BReELE
fzl) - BRENRIARBEIR MM T R B 5 5 56K
B 8 A IKFE ©

ZAlWEeEHRReEEEMNER
BE EEAEREEEBHAENAFHE
MEEE  FAERIBTI% (ZE— X
F:19.6%) BRI K 21BN T
FREFRBFEERRERAIR (ZF
—RNF 3% TFIBAFHER - g
REZEREDRIAZEE RN T1THIERTE
Al I 78 38 ED il 4R B& AR N 17 3 /9 F
HRAERR - Az EFEANEEE
ZHERBEERA MEORKZAREF
PIEBEEHERENERNMEE o I
EERKFEZBERBAREEEH TS
BENEH ZEFMHEE EEASED
AEFHBERT  FAZERETEEK
KFE®Y BR T B (B B B KFE2 I W Bl £ 58 -

EXCEHRENEREEE RAKZEE
D FEERMAEMN — BERTZELG
BERE - REFGHEREERSE KT
—tFTZA=+—"RH EEZRHEE
HMEBETE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

20. INTANGIBLE ASSETS 20. B EE
Customer
relationship
BEFBE#
HK$'000
FHET
cosT R
At 1 January 2016, 31 December 2016 RZE—-—RF—-—H—HB"
and 31 December 2017 ZE-RFE+ZA=+—8k
—T—+tF+=-A=+—H 13,831
ACCUMULATED AMORTISATION EE &
At 1 January 2016 RZE—-—RF—H—H 3,227
Amortisation for the year IR [ 8 5 1,383
At 31 December 2016 and 1 January 2017 RZE—RF+_A=1+—"HxK
—E—tF—H—H 4,610
Amortisation for the year NEFEH 1,383
At 31 December 2017 RZE—+F+_A=+—H 5,993
CARRYING AMOUNT AR B
At 31 December 2017 RZE—+F+_-_A=+—H 7,838
At 31 December 2016 RZE—RFE+-_A=+—H 9,221
Customer relationship is amortised on a straight-line basis XPEFRRAESERIOF RS HE
over its useful life of 10 years. £
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 # 2~ %

—tF A= —HIFE

21. INTERESTS IN ASSOCIATES 21. BE AR R

2017 2016
—E—tF —T—RF
HK$’000 HK$'000
FAETT FET
Unlisted shares, at cost JEETRR - BRANE 7,747 7,747

Share of post-acquisition profits and DIEUEE R 2 % R M
reserves, net of dividends received (3 0B 2 W RR B 22,079 18,266
29,826 26,013
Amounts due from associates JIE Yo Bk 8 1% B SR IE 10,337 11,811

Less: allowance for impairment of W RIBIRRE R

doubtful debts (7,794) (8,645)
2,543 3,166
32,369 29,179

(@) Amounts due from associates are unsecured,
free and have no fixed terms of repayment.

interest
In the

opinion of the directors, the amounts will not be

repayable within 12 months of the end of the reporting

period and are accordingly classified as non-current.

The individually impaired receivable of approximately
HK$7,794,000 (2016: HK$8,645,000) is mainly a debt
due from an associate which is of age over three years.

The other amounts due from associates do not contain

impaired assets.

(b) Interests in associates at the end of the reporting

period include goodwill of approximately HK$313,000

(2016: HK$313,000).

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

(a)

J&E Wik & R Rl 2 RIAIR B HE AR
REEMEFOR B EEERGRR -
EERR WMRBLIITEREES
EATEAANEE BIEER

B) & B o % 8Bl e W Bk & R AR
B R E 497,794,000 7L (ZF—
£ : 8,645,000 7T) * EFEZMANZ
& N B R D BR = F B
Fo HibEWREE AR RIBL B
EEREEE -

RBEEER BEQREREE
P E#4313,0008 T (Z T — X

£F 313,000/ 7T) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
.vj'\/\aji’%ﬂlﬁﬁ'ﬁﬁﬁ? (na

For the year ended 31 December 2017 #Z —FE—+4F+—_—HA=1+—HIFFZ

21. INTERESTS IN ASSOCIATES (Continued) 21. BE N EIER (&)
Details of the principal associates of the Group at R= —t¢+ A=+—HxEZHE
31 December 2017 are as follows: NEIFBOT

Proportion of
Place of nominal value of
incorporation/ registered capital

registration attributable
Name of associate and operation to the Group Principal activities
B,/ AEEEN
AR &% HMEX
BENRAEE T & 2 Lt fi TEEHR
%
Suzhou Sanguang Science & The PRC 21.1 Manufacturing of industrial
Technology Co., Ltd. H machinery, equipment
HMN=ARBROARD and supplies
TEBM  RER
T¥Am#E
BNTERERATERERLA The PRC 225 Manufacturing and trading
R of the experimental
analysis instrument
EROIMTERERES
Cosmos i-Tech Solutions Limited Hong Kong 30.0 Providing information
RAEERBERAR & technology consultancy
service
B4 AR AR
The above table lists out the associates of the Group which, A EEERNR I ERESRABHEARSE
in the opinion of the directors, principally affect the results EEBINEBRFRFEEREELE
of the Group for the year or form a substantial portion of MM o

the net assets of the Group at the end of the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

21. INTERESTS IN ASSOCIATES (Continued) 21. BE LT ERE (&)
In the opinion of the directors, the associates of the EERR/AEEHZBE R RER
Group are all individually not material. Aggregate financial FER AEBEBBMERRGEUBE
information in respect of the Group’s associates is set out BRI :
below:
2017 2016
—E2—tF —E-RF
HK$'000 HK$°000
FET FHET
Aggregate carrying amount of Rire M BmEzFPEANIEER
individually immaterial associates in Bt N ARG BREE
the consolidated financial statements 29,826 26,013
Aggregate amounts of the Group's REBEEBEQARGEEE
share of those associates
Profit from continuing operations SFELE 2 B 3,324 568
Other comprehensive income/(expense) Hth 2 E U5, (S H) 1,956 (2,191)
Total comprehensive income/(expense) #&2mEUz, (X H) 5,280 (1,623)
22. AVAILABLE-FOR-SALE FINANCIAL ASSETS 22. AtHEESWMEE
2017 2016
—E—+tF —E-RE
HK$°000 HK$'000
FET FHET
Unlisted equity securities, at cost JELETERES  REAE 420 6,622
Impairment losses REEE (420) (6,622)
Listed equity securities outside BB ETERZS -
Hong Kong, at market value Emi5E - 1,389

- 1,389
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

22. AVAILABLE-FOR-SALE FINANCIAL ASSETS

(Continued)
Unlisted equity securities of the Group are not stated at

fair value but at cost less any accumulated impairment
losses, because they do not have a quoted market price on
active market, the range of reasonable fair value estimates
is significant and the probabilities of the various estimates
cannot be reasonably assessed. Changes in listed equity
securities are recognised in other comprehensive income.

As at 31 December 2017, all of the Group’s unlisted
available-for-sale equity securities were individually
determined to be fully impaired on the basis of a material
decline in their recoverable amounts below cost and adverse
changes in the market in which these investees operated
which indicated that the cost of the Group's investments in
them may not be recovered.

2. JitHESREE (&)

ARERE 7 IF AR E 55 AR AR R FT
MEEBEMIEARFEEIER  HEE
RAERTSREMB - EEQFEE
ZEERE  BZRMG 2 AIREEE
BEFG - LHERESNEHNE M
2E AT HEER

RZZE—+FE+ZA=+—H '  ERXAK
SEAFLMAHEE 2GRS
M IR E 5 BEE R AN B R AR IR E E R B
REMGBHEETNE - NEAKEL
BB AR RE BRI » ZIE B R
4% 2 BRE o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

23. FINANCE LEASE RECEIVABLES 23.

By mEEERE

Present value of

Minimum lease receipts minimum lease receipts
REHERA REHEWAZRE
2017 2016 2017 2016
—E2—tf —T-XF ZB—tE —T—RF
HK$’000 HK$'000 HK$'000 HK$’000
FET FEr FETT FET
Amounts receivable under W mERERE
finance leases: S
Not later than one year —FR 109,224 62,151 99,012 53,622
Later than one year and 2 o 4
not later than five years 17,309 59,949 16,472 54,220
126,533 122,100 115,484 107,842
Less: Unearned finance income ¥ : K EH B A (11,049) (14,258) N/A N/A
115,484 107,842 115,484 107,842
Overdue finance lease BHEK R ERERIE
receivables 16,770 11,803 16,770 11,803
Present value of minimum SEAEWAZ
lease receipts REERE 132,254 119,645 132,254 119,645
Less: Allowance for impairment 3 : 32 8RR E B
of doubtful debts (14,817) (7,490) (14,817) (7,490)
117,437 112,155 117,437 112,155
Less: Current finance lease B INARBEEZ
receivables under U mERE
current assets FRIE (100,965) (57,935)
Non-current finance lease ERBELRERE
receivables EQ] 16,472 54,220

The Group has entered into finance lease arrangements with
their customers. The terms of finance leases entered into for
periods ranging from one to three years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

23. FINANCE LEASE RECEIVABLES (Continued)
The following is a credit quality analysis of finance lease
receivables. In the event that an installment repayment of a
finance lease receivable is past due, the entire outstanding
balance of the finance lease receivable is classified as past
due.

23.

FE W b 8 A B ROH (42
NTRENBERERENEAERS

i o IR E W R E &K

THE) D R

Sal BUREHEERBENEERM

HREREORRBY -

2017 2016
—E—+tF —E—RF
HK$'000 HK$'000
FET FHEIT
Neither past due nor impaired R B R 3 ROR A 115,484 107,842
Past due but not impaired B @B RRE - =
Past due and impaired B R ERE 16,770 11,803
132,254 119,645
Less: Allowance for impairment of W RIBRRRE B
doubtful debts (14,817) (7,490)
117,437 112,155
The movements on the allowance for impairment of RZBRBEREESHERLOT
doubtful debts are as follows:
2017 2016
—E—+tF —E-RF
HK$'000 HK$'000
F#ET FHEIT
At 1 January n—H—H 7,490 =
Exchange realignment E H X 1,100 (339)
Impairment loss recognised R REEE 6,227 7,829
At 31 December R+—_A=+—H 14,817 7,490
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
éﬁ/\ﬁj%i#ﬁ;ﬁmj‘uf (n,\

WIN

For the year ended 31 December 2017 # 2~ %

23. FINANCE LEASE RECEIVABLES (Continued)

The above allowance for impairment of doubtful debts is
a provision for impaired finance lease receivables. At 31
December 2017, finance lease receivables of approximately
HK$16,770,000 (2016: HK$11,803,000) were impaired. The
amount of allowance was approximately of HK$14,817,000
(2016: HK$7,490,000). It is assessed that a portion of the
finance lease receivables is expected to be recovered from
the secured leased assets. The secured leased assets for
those past due receivables mainly include machineries.

For the finance lease receivables which are neither past due
nor impaired, the directors assessed that the balances are
with good credit quality according to their past repayment
history.

All leases are on a fixed repayment basis and there were
no unguaranteed residual values in connection with finance
lease arrangements or contingent lease arrangements of the
Group that need to be recorded as at 31 December 2017
(2016: Nil).

Finance lease receivable balances are secured over the plant
and equipment leased. The Group is not permitted to sell
or re-pledge the collateral in the absence of default by the
lessee.

The interest rate inherent in the leases is fixed at the
contract date for the entire lease term. The effective interest
rates are ranging from 9.3% to 13.4% per annum (2016:
from 10.3% to 15.1% per annum).

COSMOS MACHINERY ENTERPRISES LIMITED

REEBMEXERAD A

23. BB ERER

—tF A= —HIFE

RIE (&)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

24. DEFERRED TAX ASSETS/LIABILITIES

24, EEBEEE &8&

Deferred taxation is calculated in full on temporary EERERIEERNE=SIRAEEARE
differences under the liability method using a principal B E165% (ZFE—RNF:165%)%
taxation rate of 16.5% (2016: 16.5%). HErE -

The following are the major components of deferred tax U TANEEEERANTEELEHIEE
assets/(liabilities) recognised by the Group and movements E/S(AB)RKER FE &)

thereon during the current and prior years:

Intangible (Accelerated)/
assets arising  decelerated  Revaluation

from business tax of land and Tax
combination depreciation building losses Others Total
ERah (&) /
Efz ik T#HR
BVEE HWEEHE BFER REER Ht fag
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FAET FET FAET FAET FAT
At 1 January 2016 RZZ-"¥—A—H (1,750) (5,659) (6,080) 6,020 22,960 15,491
Exchange realignment ERAE = 51 37 (62) (375) (349)
Through disposal of HEHBAF

of subsidiary - - - - 66 66
Charged to equity REZMR - - (906) = = (906)
Credited/(charged) RBERIIA/

to income statement (N8 (##12)

(note 12) 228 5,021 - (4,672) (32,574) (31,997)
At 31 December 2016 and ~ RZZ—RF

1 January 2017 +ZA=+-8k

“2—+%-f-H (1,522) (587) (6,949) 1,286 (9,923) (17,695)
Exchange realignment ERAE - - (209) - 477 268
Transfer to liabilities directly ERZRAPBABENLE

associated with the assets 2 HEBRIEEE

classified as held for sale BERREZBRWE38)

(note 38) - - - - 18,262 18,262
Charged to equity RERTR - = (4,101) - - (4,101)
Credited to income RERTIA

statement (note 12) (Wit12) 28 1,088 - 64 6,252 7,632
At 31 December 2017 R=%2-t%

i=H=5=—H (1,294) 501 (11,259) 1,350 15,068 4,366
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
?%Aajﬁ&#ﬁ;ﬁmjﬂf (n,\

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

24. DEFERRED TAX ASSETS/LIABILITIES (Continued) 24, EEBHEBEEE, BE&E (&)

For the purposes of consolidated statement of financial
position presentation, certain deferred tax assets/(liabilities)
have been offset in accordance with the conditions set out
in HKAS 12. The following is the analysis of the deferred tax
balances shown in the consolidated statement of financial
position:

\,Z?’m\ﬁﬁ“#/ﬁ%ZIﬁL DIREBEERE

SAHERE12R 2R EHERERNER
ﬁﬁlﬁﬁiz/(ﬁﬁ)ﬂﬁﬁiﬁ NI
B 2IIRERAE BRI KA ELER IR
EREB DT

2017 2016

—E2—+tF —E—RF

HK$'000 HK$'000

FETT FET

Deferred tax assets REFRTBE = 29,518 25,670
Deferred tax liabilities BEIEFIBEE (25,152) (43,365)
4,366 (17,695)

Deferred tax assets are recognised for tax losses carried
forward to the extent that the realisation of the related tax
benefit through the future taxable profits is probable. At 31
December 2017, the Group has unrecognised tax losses of
approximately HK$562,959,000 (2016: HK$591,335,000)
available for offset against future profits. Included in
unrecognised tax losses are losses of approximately
HK$236,007,000 (2016: HK$247,832,000) that will expire in
five years and the remaining balance does not expire under
the current tax legislation.

Included in unrecognised tax losses of approximately
HK$80,566,000 (2016: HK$69,856,000) was an amount
attributable to a subsidiary of the disposal groups classified
as held for sale which is subject to the threat of transfer
pricing tax audits. According to independent professional
tax advice, possible transfer pricing adjustments may be
instituted by the PRC tax authority against the subsidiary
which is currently in the process of liquidation. The transfer
pricing adjustments, if instituted, may use up the subsidiary’s
unrecognised tax losses of approximately HK$69,856,000
and generate additional PRC income tax liabilities of
HK$7,790,000. During the year ended 31 December
2016, a full provision of the additional PRC income tax
was made to take into account of this possible transfer
pricing adjustments. In addition, a provision of deferred tax
liabilities of HK$17,990,000 made by the subsidiary was
charged to the income statement for the year ended 31
December 2016 arising from the expected net liquidation
gains that will be crystallised upon the completion of its
liguidation process. At 31 December 2017, the deferred
tax liabilities of approximately HK$18,262,000 attributable
to the subsidiary, have been transferred to disposal groups
classified as held for sale and disclosed in note 38.

Temporary differences arising in connection with interests in
associates are insignificant.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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z%#ﬂfﬂjﬁZHj EEHBE R awﬁ
NEFEEZEEE %RW*EE’JHE
ﬂi?ﬁﬁiﬁ%mﬁkk EPI%MH%FA%
BT W Z BRI EEBENKNER R R
*ﬁ‘ﬁaﬁﬂﬁmﬁf’ﬁﬁﬂ% EETERAE
MRS - A RE 2 B) B RZ BB A R R AR
2 H) B T8 B 1869,856,000/8 JT + I &= A4
RN R B TSR (57,790,000 7T ©
HE-_ZT—AE+-_A=+—8"'HEA
FEEETEAERMEENEINTEE
REZE8EE - BN BE-_T—RF
+ - A=+t—"HIEFERFIXRMFAI
%‘E@%%ﬂﬁ%@aﬂmﬁéﬁﬂﬂ/a#;ﬂ&
Eﬁﬁ%&ﬁﬁLL%%Iﬁ’é1iﬁ,17990,ooo
/%T_E A/‘%&J‘Iy H#ﬂ/%ﬁ%%frmfﬁﬁg
gEE -R_E—+F+_-_A=+—8"
REZMBAR ZELRE A BY
18,262,000/8 7T B H # = 5 A R #5 {F 1
EZHEEE  HERHIFE3S -

REERARERAENEREZERL R



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 # 2~ %

25. INVENTORIES

(a)

Inventories in the consolidated statement of financial
position comprise:

25. 78

(a)

4=

—tF A= —HIFE

RAERBRARTHNEERR

2017 2016
—E—tF —E-RF
HK$°000 HK$'000
FET FHET

Trading inventories and BEoFE RN
finished goods 192,741 162,973
Work in progress & m 147,321 101,719
Raw materials B 184,509 137,046
524,571 401,738
At 31 December 2017, the carrying amount of RZE—+F+_A=+—H8B 7F

inventories that were stated at fair value less costs
to sell is approximately HK$74,566,000 (2016:
HK$197,458,000).

The analysis of the amount of inventories recognised as

EEREEAEDNRAFEERBEEK
KFEL B74,566,00008 1 (=T
— N4 197,458,000 1) 51 BR ©

BARARAXIFTABSNETESH

an expense and included in profit or loss is as follows: DT
2017 2016
—E—tF —E-RF
HK$'000 HK$°000
FET FET
Carrying amount of EHERmMREE
inventories sold 2,035,009 1,809,231
Write-down of inventories FEMER 23,932 70,250
Reversal of write-down of 17 5 HfORk ] 48
inventories (21,532) (785)
2,037,409 1,878,696
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

26. TRADE AND OTHER RECEIVABLES

26. B 5 & H i fE W =R IE

2017 2016

—E—+tF —E—RF

HK$’000 HK$'000

FETT FAET

Trade and bills receivables g 5 MR EWSRIE 924,630 795,427
Less: allowance for impairment of B RIBRBERE

bad and doubtful debts (111,959) (108,588)

812,671 686,839

Other receivables H b & Y FR B 106,878 90,370
Less: allowance for impairment of W RIBERRERE

bad and doubtful debts (24,802) (19,963)

82,076 70,407

Prepayments AR 28,814 30,818

Amounts due from related parties R RA B 2 FUA 50 37

923,611 788,101

The directors consider that the carrying amounts of trade
and other receivables approximate to their fair values. All
trade and other receivables are expected to be recovered or
recognised as expense within one year.

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

26. TRADE AND OTHER RECEIVABLES (Continued) 26. EZ RHEMBEWRKIE (&)

The Group grants an average credit period of 90 days to AEBHETEHEFP 2 FAREEHRRIOR
120 days for customers. An aging analysis of the trade and F10K MBEHEER  EHBEEZEH
bills receivables at the end of the reporting period based on ZENBRZRBEBRENE I LNEE
the invoice date and net of allowance for impairment of bad FEWGRIARE DT :

and doubtful debts, is as follows:

2017 2016
—E—+tF —ZE—RF
HK$'000 HK$°000
FET FET
0 to 3 months T ={@A 559,202 525,350
4 to 6 months 9z 7 E A 155,047 96,091
7 to 9 months +ZENEHA 51,402 24,266
Over 9 months HBid L E A 47,020 41,132
812,671 686,839

The movements on the allowance for impairment of bad and RIBIRBERE S EESOT -

doubtful debts of the Group are as follows:

Trade receivables

E 5 EWRE
2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FET FET
At 1 January n—A—H 108,588 87,597
Exchange realignment JE 5 6,759 (6,054)
Impairment loss recognised R ZREEE 4,903 29,616
Unused amounts reversed BRI ¢ (7,535) (2,017)
Uncollectible amounts written off S S BT Uy 18] Y SR I8 (756) (162)
Disposal of a subsidiary HE—RHHEA - (392)
At 31 December R+=—A=+—8 111,959 108,588
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

7 =

26. TRADE AND OTHER RECEIVABLES (Continued)

26.

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

EZRHEHMEYRREE)

Other receivables

H fth fE W SR IE
2017 2016
—Z—tF ZE-RF
HK$000 HK$'000
FET FHET
At 1 January n—H—H 19,963 13,343
Exchange realignment E 5 1,508 (1,096)
Impairment loss recognised R R EEE 6,364 7,716
Unused amounts reversed B # R B) A 2158 (3,033) =
At 31 December Rt+t=—RBR=+—8H 24,802 19,963

The above allowance for impairment of bad and doubtful
debts is a provision for individually impaired trade
receivables and impaired other receivables. The individually
impaired trade receivables mainly represent sales made to
the PRC customers which have remained long overdue. The
impaired other receivables relate to debtors that have been
long outstanding without settlement or having any business
relationship with the Group. The Group does not hold any
collateral or other credit enhancements over these balances.

At 31 December 2017, trade and bills receivables of
approximately HK$114,820,000 (2016: HK$116,983,000)
were impaired. The amount of allowance was approximately
HK$111,959,000 as at 31 December 2017 (2016:
HK$108,588,000). It is assessed that a portion of the
receivables is expected to be recovered.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

Lt R BRORU (B 1B % B B 2 R B R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

26. TRADE AND OTHER RECEIVABLES (Continued)

The aging analysis of the trade and bills receivables that are
not considered to be impaired is as follows:

26. B 5 & H tt 8 WK IE (42)

PRZBEEREZE S KEEEWRZE
BREOTIT

2017 2016

—E—+t5F AN

HK$°000 HK$'000

FET FHEIT

Neither past due nor impaired e B R 3 ROBE 663,880 369,492
Less than 6 months past due wEINEA A 117,977 282,744
6 months to 1 year past due BMEANEAE—F 15,284 15,686
1 year to 3 years past due MEl—FE=F 8,495 5,961
Over 3 years past due B AR A = F 4,174 4,561
809,810 678,444

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

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

RBHRARBEZBEKBESRE A
TRNEPF  ZETFROLEHRC

BEASERAREBEFRBESRET
RAEERARIFNRLEHEZERL - 1R
BRERKR EEMEE BaNEEEZ
ZUEEARL AAZBRDKE/A
BB E - HWEFT X T ERIELRIE
B ARBYERZEFERTEEM
HHm o

Annual Report 2017
“E-tFFR

175



176

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

26. TRADE AND OTHER RECEIVABLES (Continued) 26.
Included in trade and other receivables are the following

amounts denominated in the following currencies:

B 5 K Hfth FE W SRE (2)
BEHRAMERRERBEHMT ;

2017 2016
—E—+tF —E—RF
United States Dollars X 21,010,000 20,553,000
Renminbi AR 586,688,000 498,466,000
Japanese Yen Ht 154,180,000 263,842,000
27. OTHER FINANCIAL ASSETS 27. Eftt e mEE
2017 2016
—E—tHF —E—RF
HK$000 HK$'000
FETT FET
Financial assets at fair value BATEEFABERZZ
through profit or loss: STRMEE:
Unlisted unit trust funds, FEEMEMNETESZ
at fair value NFEE 59 2,875
Principal guaranteed investment RAEARERES 2 A TFEE
funds, at fair value 20,218 -
20,277 2,875

The principal guaranteed investment funds represent
unlisted investments (the “Investments”) placed with banks
in the Mainland. The Investments are unlisted investment
funds which mainly invested in unlisted treasury bonds,
bank debentures, central bank bills and other investments
in the Mainland with high credit rating. The Investments are
principal guaranteed and bear interest at floating rate with
expected return 2.2% to 3.2% per annum.

The fair values of the unlisted unit trust funds and principal
guaranteed investment funds were based on net assets value
of the investment funds at the end of the reporting period
provided by the financial institutions.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

28. CASH AND BANK BALANCES 28. BE RIMITHEER
2017 2016
—E—tF —TAF
HK$'000 HK$'000
FET FET
Pledged bank deposits (Note (a)) B2 RITIFR (W i) 31,104 36,605
Cash and cash equivalents (Note (b)) R4 NIR4EZE(E (K1 0b)) 317,642 296,118
348,746 332,723
(a) Pledged bank deposits (a) BEFZEBITHER

Included in pledged bank deposits in the consolidated RiFE T BRRRP A 2 BIT

statement of financial position are the following FRzZRBEENT :

amounts denominated in the following currency:

2017 2016
—E—+tHF —E—RF
Renminbi AR 26,000,000 32,565,000
(b) Cash and cash equivalents (b) RERREEE
2017 2016
—E—tF —E-RF
HK$’000 HK$'000
FET FET
Bank balances and cash RITEBR MRS 317,642 296,118
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For the year ended 31 December 2017 # 2~ %

28. CASH AND BANK BALANCES (Continued)

(b) Cash and cash equivalents (Continued)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

Cash and cash equivalents include the following for the

—tF A= —HIFE

28. RENRBITHEER (F)

(b) BERBESEME )
R LRSS EBE T &AM

purpose of the consolidated statement of cash flows: aRENEXNARE
2017 2016
—E—+F —E-RF
HK$’000 HK$'000
FET FET
Bank balances and cash per above $R1T4&8 KIS 0 E 317,642 296,118
Bank balances and cash included BRERGFEEEANZ
in assets classified as held RITHEBR MRS
for sale (note 38) (B 7E38) 1,448 -
Less: Bank overdrafts (note 31) B RITE S (B E31) (3.168) (31,289)
315,922 264,829

Included in bank balances and cash in the consolidated
statement of financial position are the following
amounts denominated in the following currencies:

United States Dollars ETT
Renminbi AR
Japanese Yen Bt
Euro Dollars BT

?E\Hﬁﬁkﬁj{/ﬁﬁq:'fﬁﬁ ERR R

REEWWT
2017 2016
—E—tF ZTAF
11,281,000 9,026,000
159,904,000 97,367,000
34,928,000 33,856,000
210,000 23,000

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

29. TRADE AND OTHER PAYABLES 29. B 5 & H 1 FE 4+ I8
2017 2016
—E—tF —TAF
HK$'000 HK$'000
FET FHEIT
Trade and bills payables 85 NEBEMNRIE 590,258 472,330
Accruals and other payables J& A AR AF B B th & A~ R IE 328,032 263,242
Amounts due to related parties BEREER ZHIE 10,345 4,800
928,635 740,372
The directors consider that the carrying amount of trade and EEMRAESRHEMENFIE KT
other payables approximates to their fair values. All trade BEEREAVEERO FIEE S KEAM
and other payables are expected to be settled or recognised ERNFREERABR —FAINTHERE
as income within one year or are repayable on demand. Wk iE 2k AT -

The aging analysis of the Group’s trade and bills payables at RMELEER  AEBESHLEREN

the end of the reporting period is as follows: HRIEZRETHET :
2017 2016
—ZE—tF ZTE—RF
HK$'000 HK$'000
FET FHEIT
0 to 3 months ZTE={@A 437,757 365,339
4 to 6 months /<& A 108,352 56,846
7 to 9 months +ZENEHA 25,920 26,607
Over 9 months B iE L 1E A 18,229 23,538
590,258 472,330
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

29. TRADE AND OTHER PAYABLES (Continued) 29.
Included in trade and other payables are the following

amounts denominated in the following currencies:

B RHAMBENKE(E)
HEOREMENRARBESMNT

2017 2016
:z—tﬂi : = /\E
United States Dollars X 9,446,000 8,475,000
Renminbi AR 693,679,000 553,636,000
Japanese Yen HJt 111,925,000 157,761,000
Euro Dollars BT 175,000 72,000

30. PROVISION FOR RESTRUCTURING 30. EAARME

The Group recorded its restructuring costs provision when it
has a present legal or constructive obligation as a result of
restructuring actions.

Restructuring costs provision mainly comprises provision for
employees compensation and relocation expenses, arising
from a series of restructuring actions to reduce costs and
enhance operational efficiency.

The following are restructuring provision of the Group and
movements thereon during the current and prior years:

AREBREME T RMELRITARNIE
EZEER  SEHAZRBREAR-

EHERRGEIERERA—RIEALT
RURERARIESEEREMELDN
EEMERRER T EA R

UTRAEENEHBERNATFERK
REERNZEH :

HK$'000

FHEIT

At 1 January 2016 RZZFE—R~F—A—H =

Provision made for the year EFEELRE 91,727
At 31 December 2016 and R-EBE—XRE+-_A=+—"HK

1 January 2017 —F—+F—H—H 91,727

Exchange realignment JE 936

Restructuring costs paid ENEHER (8,606)

Unused provision for restructuring
reversed Bl ARE A EAEE (31,101)
At 31 December 2017 R-B—tF+=-A=+—8H 52,956

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



31. BANK BORROWINGS

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

31. RITERK

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

2017 2016
—E—+F —ZE-RF
HK$°000 HK$'000
FETT FET
Non-current FRE
Bank loans IRITER
— secured — B 45,125 35,175
Current B
Bank loans RITER
— secured — B 98,598 66,953
- unsecured — E 278,832 221,907
Bank overdrafts (note 28) IRITBEX (K7£28)
— unsecured — &I 3,168 31,289
380,598 320,149
Total borrowings A 425,723 355,324
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

REVBIHRME (F)

=

31.

BANK BORROWINGS (Continued)
The aggregate carrying amount of the Group’s bank loans

as at 31 December 2017 (that are repayable more than one
year after the end of the reporting period but contain a
repayment on demand clause) that have been reclassified
as current liabilities is approximately HK$46,677,000 (2016:
HK$37,283,000).

These loans are callable by the lenders, but the management
does not expect the lenders to exercise their rights to
demand repayment in normal circumstances.

The maturity of the bank borrowings based on the
scheduled repayment date set out in the loan agreements
ignoring the effect of any repayment on demand clause are

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

31. SRITEBR (&)

R_ZB—+E+-A=1+—0 X&H
42 B T {8 946,677,000 T (ZZF — <
137,283,000 L) 2 BITE R (AR
REFKEHRN—FRER BHEERK
EXRBRER) ERIERDEBESER
mENE

T

o

A

MAAARBEREBEER  EEEERE
AR AE—RBER T A EITRARE

FIBREERHR -

RIBE % & B AR 1R B RIERIERE
E REIGIEERZEEESEN

as follows:
2017 2016
—E—tF —E-RF
HK$’000 HK$'000
FETT FE T
Within 1 year —FR 333,921 282,866
Between 1 and 2 years — i =as 87,802 26,989
Between 2 and 5 years == mes 4,000 45,469
425,723 355,324

The amount of bank borrowings repayable within one
year of approximately HK$37,283,000 as contained in the
comparative figures have been reclassified to between
one and two years of approximately HK$16,939,000
and between two and five years of approximately
HK$20,344,000 to conform with the current year's
presentation.

The non-current bank borrowings are stated at amortised
cost.

The effective interest rate as at 31 December 2017 for bank
borrowings and overdrafts is 3.64% per annum (2016:
3.22% per annum).

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

BEELREFTHH —FANERZRT
f& $X4937,283,000/% 7T H £16,939,000
BT D ERE— & —F K#)20,344,000
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PR
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=t HZERFEXAIGME (ZF
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

31. BANK BORROWINGS (Continued) 31. RITER(E)
The carrying amounts of borrowings are denominated in the EXMERAENREESEWDT
following currencies:

2017 2016
—E—tF ZE—RF
HK$'000 HK$'000
FET FHEIT
Hong Kong Dollars BT 309,676 275,056
Renminbi AR 116,047 80,268
425,723 355,324
The Group has the following undrawn borrowing facilities: EERHBEIEEEENT
2017 2016
—E—tHF ZE—RF
HK$’000 HK$'000
FET FHEIT
Floating rate YN
— expiring within one year —R—FREH 368,626 406,039
The facilities expiring within one year are annual facilities —FARERMERBEDFERE AR
subject to review at various dates during 2017. —E—t+FHEIRBHETR -
Bank borrowings are secured by certain buildings and RITERARNEBELHEF HE LM
leasehold land and land use rights of the Group (notes 16 R Lo FAREVEH IR (MIsE16%218) °
and 18).

Annual Report 2017
—E-LFEFER 183



184

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 # 2~ %

32. OBLIGATIONS UNDER FINANCE LEASES 32.

Minimum lease payments

—tF A= —HIFE

MEMEEERK

Present value of
minimum lease payments

BEEEXH REAEXHZRE
2017 2016 2017 2016
—E—+tfF —E-RF —E—-tF —TE-REF
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
Amounts payable under ENmERESH
finance leases:
Not later than one year —&ER 2,750 5,619 2,696 5,441
Later than one year and ZhE
not later than five years = 2,743 = 2,694
2,750 8,362 2,696 8,135
Less: Future finance charges AR HBER (54) (227) N/A N/A
Present value of minimum RERET T2
lease payments BAEEE 2,696 8,135 2,696 8,135
Less: Amount due for settlement & : SIAREIAERA
within 1 year under —FRBELRK
current liabilities (2,696) (5,441)
Amount due for settlement —FRIBEEZHE
after 1 year - 2,694

It is the Group's policy to lease certain of its plant and
machinery under finance leases. The lease terms are
expiring from three to four years. For the year ended 31
December 2017, the average effective borrowing rate was
3.97% per annum (2016: 3.39% per annum). Interest is
charged at one month HIBOR plus 3.25% per annum (2016:
one month HIBOR plus 2.75% to 3.25% per annum) on
the outstanding loan balances. All leases are on a fixed
repayment basis and no arrangement has been entered into
for contingent rental payments.

The Group’s obligations under finance leases are secured by
the lessors’ charges over the leased assets.

COSMOS MACHINERY ENTERPRISES LIMITED

REEBMEXERAD A

N & B BER T BB 0 R B e 25
EREMRE  HEFHAIELIF - HE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 #Z —FE—+4F+—_—HA=1+—HIFFZ

33. SHARE CAPITAL 33. R
2017 2016
—E—tHE —E-RF
Number of Number of

shares Amount shares Amount
BB EE Fokc] R EE B
HK$°000 HK$'000
FET FET

Ordinary shares, issued BEITIREHZLBR

and fully paid: AR

At 1 January wn—HA—H 716,930,692 532,903 716,930,692 532,903
At 31 December Nt+t=-_A=+—H 716,930,692 532,903 716,930,692 532,903

The holders of ordinary shares are entitled to receive
dividends as declared from time to time and every member
shall have one vote per share on a poll at general meetings
of the Company. All ordinary shares rank equally with
regard to the Company’s residual assets.

None of the Company’s subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the
year.

EERNBAEAARERTEREML
BREMEBLKEBERRARRREANES
BR-—ERERRE - FAEARE
RIEANAARHRBEE -

=

]l
ey

RERARBAZMHBABAMEREE W
EXBEOARBEMR LR -

Annual Report 2017
“E-tFFR

185



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

34. RESERVES 34. ®#1E
Property
revaluation Translation
reserve reserve Others Total
NEERGRE B 5 e Hitr “E
HK$'000 HK$'000 HK$'000 HK$'000
FET FHET FHET FET
Balance at 1 January 2016 RZE—~E—A—R#&H 39,210 93,685 (584) 132,311
Fair value gain: AFEERT :

- Available-for-sale financial asset —RHESREE - - 655 655
Share of reserves of associates A NGIE= - (2,191) - (2,191)
Partial disposal of a subsidiary HE-—RRBARSNER

without loss of control BRF 2| E = (179) 1,667 1,488
Surplus on revaluation of BRNEEMRRA

properties held for own use 3,761 - - 3,761
Deferred tax adjustment BT AR (688) = = (688)
Exchange differences arising BREBIEBRRR

from translation of financial EEVERES

statements of foreign operations - (66,563) - (66,563)
Reclassification adjustments: PDEHE:

Release of translation reserve HE—RRBA AR

upon disposal of a subsidiary TIEH BE R E = (55) - (55)
Release of translation reserve upon HH-RMBARE

deregistration of a subsidiary RENFEEREE - (1,966) = (1,966)
Balance at 31 December 2016 and R=Z— <&

1 January 2017 +=A=+-HkK
“B-tE-A-BEH 42,283 22,731 1,738 66,752
Fair value loss: ATFEEES

- Available-for-sale financial asset -AHEESREE - - (129) (129)
Share of reserves of associates il =INSi = = 1,956 - 1,956
Surplus on revaluation of BRMFERAR

properties held for own use 23,075 - - 23,075
Deferred taxation adjustment BT AR (3,750) - = (3,750)
Exchange differences arising from REBIEBRRRES

translation of financial statements LERES

of foreign operations - 66,394 - 66,394
Reclassification adjustment: DERE
Release of fair value reserve HEAREESREERL

upon disposal of available-for-sale RTBEFERL

financial asset - - (930) (930)
Balance at 31 December 2017 R-ZE-—t&

+TZA=t-B&R 61,608 91,081 679 153,368

186 CSOSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

35. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY

(a) Company-level statement of financial position

35. A D B B &R R &
(a) AATBMBRRE

2017 2016
—E—tF —E—RF
HK$’000 HK$'000
FETT FET

Non-current Assets IRBEE
Property, plant and equipment W - WEREE 1,423 2,091
Interests in subsidiaries Y EPNEIE $ 1,223,656 1,157,891
1,225,079 1,159,982

Current Assets RBEE
Other receivables H th & e3R8 1,688 3,000
Amount due from an associate JE U — R Bt & B 3RE 904 1,994
Cash and bank balances N4 RIBITLEER 30,489 67,248
33,081 72,242
Current Liabilities REBEE

Other payables H A FE A 5RI8 1,188 1,057
Amounts due to subsidiaries R B A R FE 178,876 140,175
Bank borrowings IRITHER 21,000 20,364
201,064 161,596
Net Current Liabilities FREBAE (167,983) (89,354)
Net Assets FEE 1,057,096 1,070,628

Capital and Reserves BEEXR#E
Share capital A% 7R 532,903 532,903
Reserves (note 35(b)) fi# 1% (M9 7E35(b)) 524,193 537,725
Total Equity EREE 1,057,096 1,070,628

The statement of financial position of the Company

was approved and authorised for issue by the Board of

ARARHBARARR —_E-NF=ZAN
AESSSHEWRENE - X H T

Directors on 8 March 2018 and is signed on its behalf EEREEE

by:
TANG TO TANG YU, FREEMAN
HE B &
DIRECTOR DIRECTOR
EF EZE
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For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

35. STATEMENT OF FINANCIAL POSITION OF THE 35. KA BB R R E (&)

COSMOS MACHINERY ENTERPRISES LIMITED

COMPANY (Continued)

(b) Movement in components of equity of the (b) AT EREEH
Company

Retained
profits
R & F
HK$°000
TF#ET
Balance at 1 January 2016 R-ZB—XRE—A—H&®% 552,797
Loss for the year REEEE (15,072)

Balance at 31 December 2016 R—B—XRE+_A=+—H
and 1 January 2017 F—ZTE—+F— A —B&H% 537,725
Loss for the year AEEEE (13,532)
Balance at 31 December 2017 R=-B—tF+=-A=+—HB&HK 524,193

(c)

At 31 December 2017, the aggregate amount
of reserves available for distribution to equity
shareholders of the Company, as calculated under
the provisions of Part 6 of the Hong Kong Companies
Ordinance, was approximately HK$524,193,000 (2016:

HK$537,725,000).

AEHEBEEFRA A

Distributability of reserves

(o) FREEDIK
R-ZE—+F+-_A=+—H
EXENEGIEE SV Dae: ol 0k 3411
B ARAAHSIETRERFEA
B 5 8 40 /524,193,000 L (==
— 7N 537,725,000/ 7C) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

36. RECONCILIATION OF LIABILITIES ARISING

FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities

from financing activities, including both cash and non-

cash changes. Liabilities arising from financing activities are

liabilities for which cash flows were, or future cash flows

will be, classified in the Group’s consolidated statement of

cash flows as cash flows from financing activities.

36. REMEEBNAEREBE

EHH IR

TRHAJEENEBENMEEREESH
HHEEENES BERASRIFREH
HH - RAMETHNEEREERAS
MEXRKNASRESRNEENEE
RenBRTROIBE/REBEZDN
BERE -

Amount  Amounts due
due to an to related
Bank loans  Finance lease associate parties Total
£Er-8 ErBEAZ
RTEY REREER BELANAE RE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET
At 1 January 2017 R-F—+E-F-H 324,035 8,135 565 4,800 337,535
Changes from financing cash flows: RERMEEDR SR 228
Bank loans raised HEETES 352,878 = = = 352,878
Repayment of bank loans EBERAER (259,987) = = = (259,987)
Bank loans interest paid BRBTERFE (20,301) = = = (20,301)
Capital element on obligation under finance EBPEAELETAS
lease paid - (5,439) - - (5,439)
Finance charges on obligation under finance  BLETME & ZH 8
lease paid - (182) - - (182)
Advance from an associate 8 Gl AN ke O = = 300 = 300
Total changes from financing cash flows REREZBEL R B
ag 72,590 (5,621) 300 - 67,269
Exchange adjustments EiRE 5,629 - - = 5,629
Other changes Ht 2
Bank loans interest (note 8) RITERF B (HEs) 20,301 = = - 20,301
Finance charges on obligation under finance  BRAR & e 2 FIS (Fiz8)
lease (note 8) - 182 - - 182
Advance from a related party BERER - - - 745 745
Dividend payable to the non-controlling TR B A 2 JEER
shareholders of subsidiaries RERS - - - 4,800 4,800
Total other changes A2 BAR 20,301 182 - 5,545 26,028
At 31 December 2017 R=8-t£+=A=1-AR 422,555 2,696 865 10,345 436,461
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
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For the year ended 31 December 2017 # 2~ %

—tFEFA=1—

37. DISPOSAL OF INTERESTS IN SUBSIDIARIES
(@) On 6 January 2016, the Group completed the disposal

of 40% equity interest in Cosmos i-Tech Solutions

Limited and since then Cosmos i-Tech Solutions Limited

is no longer a subsidiary of the Group.

HIFFE

37. HEWB AT ERE
@ R-B—AE—AAH AEEH
EERAREEARKBRA AN
40%EHE - HE% - KEE SR
BRARTEBRANEEZHBARF

Net assets of Cosmos i-Tech Solutions Limited at the HEXREERBEERAREZEH
date of disposal were as follows: ZEBEEFENT -
2016
—E—RF
HK$'000
FH T
Cash and bank balances Re RRITHER 2,650
Trade and other receivables 2 5 Rk H b fE W F IR 5,876
Property, plant and equipment M BERERE 460
Trade and other payables B 5 R H i FE 5B (3,800)
Amount due to shareholders JE 1 AR 3R 5118 (4,916)
Tax recoverable A Uy B % 18 19
Deferred tax assets EERIBEE 235
Deferred tax liabilities RERIEE (& (301)
Non-controlling interests FE 122 i A 2 (67)
156
Gain on disposals of a subsidiary HEWB QRS E U ES 122
Translation reserve realised upon HERSIE 2 E N FEE
disposal (55)
Reclassified to interest in associates ~ E¥ D BT E L N FlHE (67)

Total consideration BRE 156
Satisfied by: TR H
Cash RERE 156
Net cash outflow arising on disposal: B HE ZIR& R HF5E ¢
Cash consideration received HeRE 156
Cash and bank balances HEZRE RIBITAR
disposed of (2,650)
(2,494)

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A
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For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

37. DISPOSAL OF INTERESTS IN SUBSIDIARIES
(Continued)

(b)

On 29 December 2016, the Group completed the
partial disposal of 10% equity interest in Mega Victor
Limited and since then Mega Victor Limited is still a
subsidiary of the Group.

Net assets of Mega Victor Limited at the date of partial
disposal were as follows:

37. HEKWB LA RER (&)

(b)

NR-ZEBE—-RNE+-A=-ThHhAB K
SETEEEMBHRIBEERAADN
10%0# - HE%  BRARAF
DEAEE ZHBAF -

HERRARARBHESEE 2
AEFEMT

2016
—E-RF
HK$'000
FHET
Gain on partial disposals H 65 BT B8 2 B 2B 10 25 AT A W 2
of a subsidiary =
Other reserves H b 5 15 1,667
Release of translation reserve HERSIE VE Y FE
upon disposal (179)
Non-controlling interests FEFE IR M A (712)
Total consideration BRE 776
Satisfied by: ERAN:
Cash RERE 776
Net cash inflow arising on disposal: BREHEEZIRE& R AFEE
Cash consideration received BERE 776
Cash and bank balances HE 2R e RIRTTAH
disposed of -
776
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

W

For the year ended 31 December 2017 # 2~ %

38. ASSETS OF DISPOSAL GROUP CLASSIFIED AS

HELD FOR SALE AND LIABILITIES DIRECTLY
ASSOCIATED WITH THE ASSETS CLASSIFIED
AS HELD FOR SALE

On 1 September 2017, the Group entered into a sale and
purchase agreement with an independent third party,
pursuant to which the Group conditionally agreed to dispose
of its entire equity interest in its wholly-owned subsidiary,
MS Plasticorp, which is included in the plastic processing
products segment for a consideration of RMB82,000,000
(equivalent to approximately HK$94,860,000). Details are
set out in the announcements of the Company dated 20
September 2017 and 22 December 2017.

The directors do not foresee any significant obstacle to
satisfy the remaining conditions precedent to complete the
transaction and the disposal is expected to be completed
within one year from the end of the reporting period.

At 31 December 2017, the property revaluation reserve of
the disposal group classified as held for sale amounted to
HK$8,328,000.

The major classes of assets and liabilities of MS Plasticorp
classified as held for sale as at 31 December 2017 are as

—tF A= —HIFE

TEAFFLHEZHEREE
FKZ TRABFLHEZHEE
EEMEBzAE

R-TE—+tFhA—HB KEEHEF
F-HEIVEEHZE Bt AKEA
FBHERELER &ﬂ%m&MI%ﬁ
MNEEWBAR —BIEERRA

ZEREBEBEITIRA RE@%EAE
#82,000,0007C(#T & #194,860,000/%
) EBER _E—tFNLA=-+H
r—E—+F+ A+ HNEER

%o

EETRBRE TR % W3 M ER T R

SEERER MZLEFHERSER
8B —F AT -

RZT—tF+ZA=+—HBH 58
REEHESBEZDXRELRER
8,328,000/ JT °

R-B—tHF+-_HA=+—8" T3=Z
DEAFELHERBEZENEXARA

follows: ANMETEEEMEE
Notes HK$'000
ks FET
Assets BE
Property, plant and equipment Y% BB MR 16 20,218
Leasehold land and land use rights T & L i & 4 s (F A 4 18 1,474
Bank balances and cash Re RIRTHE 28 1,448
Assets classified as held for sale PEABELHEARNZEE 23,140
Liabilities 8E
Deferred tax liabilities EIETIEAE 24 18,262
Current tax payable N EA FE < 7 1R 24 7,790
Other payables H i fE S 5B 671
Liabilities directly associated with HABERBELHEZHERR
the assets classified as held for sale EEEEEHEBZAE 26,723
Net liabilities directly associated HEYEREEZEEER
with the disposal group ZEEEE (3,583)

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

39. OPERATING LEASE COMMITMENTS

The Group as lessee

At the end of the reporting period, the Group had
commitments for future minimum lease payments under
non-cancellable operating leases which fall due as follows:

39.

RERERE

AEEREBEA

RBEEEER  ARERBTAIMEZ
REMEFREFKPEANBERAOT

2017 2016

—E—tF —E—RF

HK$’000 HK$'000

FET FAET

Not later than one year —FRw 18,923 17,255
Later than one year and not later FE_ERF

than five years 53,471 45,458

Later than five years BilmAF 32,497 40,490

104,891 103,203

Operating lease payments represent rentals payable by the
Group for certain of its office properties, factories and plant
and machinery. Leases are negotiated mostly for terms
ranging from 1 to 10 years and rentals are almost fixed for
the said term.

The Group as lessor

At the end of the reporting period, the Group had
contracted with tenants for the following future minimum
lease receipts under non-cancellable operating leases:

REMEZNRDEAKRERETEF
BYE BERMECENEE - HO
FHPBLME0FETESN  MESE
FRENFHPEE -

AEBSHAA
RBEEEER  ARERBTAMEZ
HEAR THARKZDHEKADT :

2017 2016

—Z—tF —ZE-RF

HK$'000 HK$'000

FET F#ET

Not later than one year —FRw 1,349 230
Later than one year and not later E_ERHF

than five years 5,663 49

7,012 279
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For the year ended 31 December 2017 # 2~ %

—tF A= —HIFE

40. CAPITAL COMMITMENTS 40. EXREE
2017 2016
—E—+& —E—REF
HK$°000 HK$'000
FET FET

Capital expenditure: BARYH :

Contracted but not provided for BERNBRIELEE 4,167 5414
4,167 5,414

41. CONTINGENT LIABILITIES 41. IREE

As at 31 December 2017, a dispute claim for outstanding
payment of USD1,050,000 (approximately HK$8,123,000)
was brought by the vendor of KFE Hong Kong Co., Limited
("KFE") to a subsidiary of the Group in relating to an alleged
breach of payment obligations for the consideration as
agreed pursuant to the sale and purchase agreement for the
acquisition of the entire issued share capital of KFE in 2013.
The directors, based on the advice from the legal counsel,
believe that the subsidiary has a valid defence against the
claim and, accordingly, has not provided for a claim arising
from the litigation, other than the related legal and other
costs. The Group has assessed the claim and considered
that the ultimate outcome of such litigation will not have
a material adverse effect on the financial position of the
Group.

Except for the above, the Group does not have any
litigations or claims of material importance and, so far as
the directors are aware, no litigation or claims of material
importance are pending or threatened by or against any
companies of the Group.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

RZZE—tF+-_A=+—H H&E=
EREESBR AT ([KFED) HE T M
$EI—M¢%“—TWLW§@&—:=—i
FUHEKFEFT 2 AT B KFER AR E S

P AR E %xﬁﬁkm%oooo%n
(#8,123,0008 L) IR HEBHR - EH
KEHAEBEERE ifﬁ%ZlS%lﬂ
ToOBRBEHE@ERRRIEE A -
utW@Eﬁ%&Eﬁ;ﬁﬁﬁﬁl\vIﬁm,ﬁé:@t
MRIERR 2B FEEMEE - L£FE
% AEBERBZFLHREHREAR
SENMBARRL EEKERNTREZE -

Br bt 5h - 2N S B30 A 5 B H A B FA SR
EEHR -MEBEEEMA LESEN
HEEARRBREENFALERR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

42. RETIREMENT BENEFITS SCHEMES

The Group participates in both a defined contribution
scheme which is registered under the Occupational
Retirement Schemes Ordinance (the “ORSO Scheme”) and
a Mandatory Provident Fund Scheme (the “"MPF Scheme”)
established under the Mandatory Provident Fund Schemes
Ordinance in December 2000. The assets of the schemes are
held separately from those of the Group in funds under the
control of trustees. Employees who were members of the
ORSO Scheme prior to the establishment of the MPF Scheme
were offered a choice of staying within the ORSO Scheme or
switching to the MPF Scheme, whereas all new employees
joining the Group on or after 1 December 2000 are required
to join the MPF Scheme.

For members of the MPF Scheme, the Group contributes
5.0% of relevant payroll costs to the Scheme, which
contribution is matched by the employee.

The ORSO Scheme is funded by monthly contributions from
both employees and the Group at rates ranging from 5.0%
to 7.5% of the employee’s basic salary, depending on the
length of service with the Group.

Employees who are employed by subsidiaries in the PRC are
members of the state-managed pension scheme operated
by the PRC government. These subsidiaries are required
to contribute 16% — 20% of payroll costs to the pension
scheme to fund the benefits. The only obligation of the
Group with respect to the pension scheme is to make the
required contributions under the scheme.

The total cost charged to the consolidated income statement
of approximately HK$35,482,000 (2016: HK$23,547,000)
represents contributions payable to these schemes by the
Group in respect of the current accounting period. As at 31
December 2017, contributions of approximately HK$392,000
(2016: HK$2,318,000) due in respect of the reporting period
had not been paid over to the schemes.

e MBRRMEE (&)

—tF A= —HIFE

42. RKBEFEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

=
e

BMBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

43.

PLEDGE OF ASSETS

43.

At the end of the reporting period, assets with the following

carrying amounts were pledged by the Group to secure

general banking facilities:

AERHA

RBEHER  ARECKETIARE
B EMEEEER  ARBRTAE
Bz —RBITEERE

2017 2016

—E—tF —F—RF

HK$'000 HK$'000

FET FHEIT

Buildings BF 70,638 81,800
Leasehold land held for own use under ERIEHEREN

finance leases HE 83,100 68,000

Leasehold land and land use rights THE 3 N+ b (F A RE 4,041 3,983

Plant and machinery = M i 28 1,449 15,160

Bank deposits |ITFER 31,104 36,605

190,332 205,548

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 #Z —F—+4¥+—A=+—HIFFE

44. FINANCIAL RISK MANAGEMENT AND FAIR
VALUE OF FINANCIAL INSTRUMENTS

(a) Financial instruments by categories
The accounting policies for financial instruments have

M. UERBREEREBMIAZA
FEE
() REFNBHZSMITA
SRTARHBRERBR TR

been applied to the line items below: E _
Financial assets
designated as at
Available- fair value
Loans and for-sale through
receivables  financial assets  profit or loss Total
NATERE
EXR AHHE FTABREMN
EWFE tREE tHEE L]
HKS$'000 HK$'000 HK$'000 HK$'000
FET FEx FET FEx
Assets as per consolidated RESHBRRRDZEE
statement of financial position
31 December 2017 ZE8-tE+ZA=1-H
Unlisted unit trust funds FEmENETES - - 59 59
Principal guaranteed investment funds WM&@%% - - 20,218 20,218
Amounts due from associates AN 2,543 - - 2,543
Finance lease receivables EYRERENE 117,437 - - 117,437
Trade and other receivables a%&ﬁﬁﬁﬂ% ] 891,273 - - 891,273
Pledged bank deposits BERETER 31,104 - - 31,104
Cash and cash equivalents BeRBeEE 317,642 - - 317,642
1,359,999 - 20,277 1,380,276
31 December 2016 —E-"E+t-A=t-H
Available-for-sale financial assets tHESRHEE - 1,389 1,389
Unlisted unit trust funds #Jﬁiﬁ%%%% - - 2,875 2,875
Amounts due from associates A INGE 3,166 - - 3,166
Finance lease receivables Mﬁlwﬂﬁﬁg?x 112,155 - - 112,155
Trade and other receivables B REMEYNFE 757,283 - - 757,283
Pledged bank deposits BERZBAER 36,605 = = 36,605
Cash and cash equivalents BeRALEE 296,118 - - 296,118
1,205,327 1,389 2,875 1,209,591
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

44, FINANCIAL RISK MANAGEMENT AND 44 Bt AR EEREM I A 2D
FAIR VALUE OF FINANCIAL INSTRUMENTS EEME(E)
(Continued)

(a) Financial instruments by categories (Continued) (a) BERESZ2ERMI A (£E)
Financial
liabilities at
amortised cost

g NN
TExERAR
HK$'000
FET

Liabilities as per consolidated REEHMBRRARFPZEE

statement of financial position

31 December 2017 —E—t¥t+=-A=+—8H
Trade and other payables H 5 & H b e 58 773,872
Amount due to an associate HR—[EHE A RIFIE 865
Bank borrowings RITHERK 425,723
Obligations under finance leases wl & & B 2,696
Deferred consideration payable EIEFERRE 8,148
1,211,304

31 December 2016 —E—RFt+-_A=+—H
Trade and other payables B 5 K H b fE F0E 643,815
Amount due to an associate N NGRS 565
Bank borrowings RITE N 355,324
Obligations under finance leases MEHREER 8,135
Deferred consideration payable EIEENRE 8,148
1,015,987

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 #Z —FE—+4F+—_—HA=1+—HIFFZ

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)
(b) Financial risk factors

The Group’s activities expose it to a variety of financial
risks: market risk (including foreign currency risk,
interest rate risk and price risk), credit risk and liquidity
risk arising in the normal course of its business and
financial instruments. The Group’s risk management
objectives and policies mainly focus on minimising
the potential adverse effects of these risks on the
Group by closely monitoring the individual exposure as
summarised below.

(i) Foreign currency risk

The Group is exposed to foreign exchange risk
arising from various currency exposures, primarily
with respect to Renminbi (“RMB”), Hong Kong
dollars (“HK$"), United States Dollars (“US$")
and Japanese Yen (“YEN"). Such exposures arise
from sales or purchases by subsidiaries other
than the subsidiaries’ functional currencies. This
currency exposure is managed primarily through
sourcing raw materials denominated in the same
currency. In addition, certain recognised assets and
liabilities are denominated in currencies other than
the functional currencies of the entities to which
they relate. The Group currently does not have a
foreign currency hedging policy.

Certain assets and liabilities of the Group are
principally denominated in US$. HK$ is pegged
to US$, and thus foreign exchange exposure is
considered as minimal.

At 31 December 2017, if HK$ had strengthened/
weakened by 10% against the RMB, with all other
variables held constant, post-tax profit for the year
would have been approximately HK$2,624,000
lower or higher (2016: post-tax loss for the year
would have been HK$860,000 higher or lower).
There will be no impact on other components of
equity.

44,

BEERBREERETMIAZA
FEEE)

(b) MBEREZER

AEENEHAZEBMERAR
mZAR (BREINERR - XM
B RERRR)  FEERRNE R
%%%E&@@Iﬂ%ﬁZﬁ@ﬁ
c AREMRBREERER
ﬁﬁixﬁﬂﬁw s 2 a0 E Bl R
@ BERE M”ﬁEIZ%%
REMXNECARTE

(i) IMEmBE
AEEAZIINEZX SRR - £
ERARE(ANRE) BT
(B) &L (EL) MBETT
(A7) - ZERBRTESHK
BRARAIUMBRARZINREE
BN 2 BB ETEEME
£t ERER D EREBR
BARREEIEZ R
B - RO BNEERZE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)
(b) Financial risk factors (Continued)

(i)

Foreign currency risk (Continued)

At 31 December 2017, if HK$ had strengthened/
weakened by 10% against the YEN, with all other
variables held constant, post-tax profit for the year
would have been approximately HK$203,000 lower
or higher (2016: post-tax loss for the year would
have been HK$66,000 higher or lower). There will
be no impact on other components of equity.

The sensitivity analysis has been determined
assuming that the change in foreign exchange
rates had occurred at the end of the reporting
period and had been applied to each of the Group
entities’ exposure to currency risk for financial
instruments in existence at that date, and that all
other variables, in particular interest rates, remain
constant.

The stated changes represent management’s
assessment of reasonably possible changes in
foreign exchange rates over the period until the
next annual reporting date. In this respect, it is
assumed that the pegged rate between the HK$
and the US$ would be materially unaffected by
any changes in movement in value of the US$
against other currencies. Results of the analysis as
presented in above represent an aggregation of
the effects on each of the Group entities’ profit
after tax and equity measured in the respective
functional currencies, translated into HK$ at the
exchange rate ruling at the end of the reporting
period for presentation purposes. The analysis is
performed on the same basis for 2016.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

44. FINANCIAL RISK MANAGEMENT AND 14 Bt R R EEREM I A 2D
FAIR VALUE OF FINANCIAL INSTRUMENTS FTEBEEZ)
(Continued)

(b) Financial risk factors (Continued)

(b) HMEEKEZEZ)
(i) FEE

(ii) Interest rate risk

Except for pledged bank deposits, short-term bank
deposits and cash and cash equivalents (note 28),
the Group has no other significant interest-bearing
assets. The Group's income and operating cash
flows are substantially independent of changes
in market interest rates. Management does not
anticipate significant impact on interest-bearing
assets resulted from the changes in interest rates
because the interest rates of bank deposits are not
expected to change significantly.

The Group’s cash flow interest rate risk is mainly
concentrated on the fluctuation of Prime or HIBOR
arising from the Group’s borrowings denominated
in HK$ and RMB.

Borrowings at variable rates expose the Group
to cash flow interest-rate risk. Borrowings at
fixed rates and finance lease receivables expose
the Group to fair value interest-rate risk. Details
of the Group’s borrowings and finance lease
receivables have been disclosed in notes 31 and 23
respectively.

The Group has not used any interest rate swaps to
hedge its exposure to interest rate risk. In order to
manage the cash flow interest rate risk, the Group
will repay the corresponding borrowings when it
has surplus funds.

B 1K 38 17 50 08 Y AR 17 4K 4
FRERERRSEFE (B
28) 5N AEBE A EEMEKN
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 # 2~ %

44. FINANCIAL RISK MANAGEMENT AND 44.
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)
(b) Financial risk factors (Continued)

(ii) Interest rate risk (Continued)

—tF A= —HIFE

BEERBREERESMIAZA
FEEE)

(b) MBEREZE (&)

The sensitivity analyses below have been
determined based on the exposure to interest
rates for the variable-rate bank borrowings at the
end of the reporting period. For variable-rate bank
borrowings, the analysis is prepared assuming the
amount of liability outstanding at the end of the
reporting period was outstanding for the whole

year.

At 31 December 2017,

if interest rates on

HK$-denominated borrowings had been 50 basis
points higher/lower with all other variables held
constant, post-tax profit for the year would have
been approximately HK$1,456,000 lower/higher
(2016: post-tax loss for the year would have been

HK$1,316,000 higher/lower),

mainly as a result

of higher/lower interest expense on floating rate

borrowings.

At 31 December 2017,

if interest rates on RMB-

denominated borrowings had been 50 basis
points higher/lower with all other variables held
constant, post-tax profit for the year would have
been approximately HK$554,000 lower/higher
(2016: post-tax loss for the year would have been
HK$377,000 higher/lower), mainly as a result of
higher/lower interest expense on floating rate

borrowings.

The sensitivity analysis above has been determined
assuming that the change in interest rates had
occurred at the end of the reporting period and
had been applied to the exposure to interest rate
risk for financial instruments in existence at that
date. The above changes in interest rates represent
management’s assessment of a reasonably possible
change in interest rates over the period until
the next annual reporting date. The analysis is
performed on the same basis for 2016.

COSMOS MACHINERY ENTERPRISES LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)
(b) Financial risk factors (Continued)

(iii)

(iv)

Price risk

The Group is exposed to equity securities price
risk in its available-for-sale financial assets. As
the Group’s policy is only to invest on such
investments by its surplus funds, the exposure
may not have significant impact on the Group's
financial position. The Group is not exposed to
commodity price risk.

Credit risk
The Group’s credit risk is principally attributable
to trade and other receivables, finance lease

receivables and amounts due from associates.

The Group has no significant concentrations
of credit risk. It has policies in place to ensure
that sales of products are made and services are
provided to customers with an appropriate credit
history. It also sets credit limit on each individual
customer and prior approval is required for any
transaction exceeding that limit. The customer
with sound payment history would accumulate a
higher credit limit. Further quantitative disclosure
in respect of the Group’s exposure to credit risk
arising from trade and other receivables are set
out in note 26.

44,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)
(b) Financial risk factors (Continued)
(iv) Credit risk (Continued)

(v)

Before accepting any new finance lease borrowers,
the Group assesses the credit quality of each
potential finance lease borrower and defined
limits for each finance lease borrower. The Group
also demands certain finance lease borrowers
to place security deposits with the Group at the
time the finance lease arrangement is entered
into. In addition, the Group has reviewed the
repayment history of finance lease payments from
each finance lease borrower with reference to the
repayment schedule from the date of finance lease
was initially granted up to the end of the reporting
period to determine the recoverability of a finance
lease receivable.

The credit risk on bank balances is limited because
the counterparties are reputable banks with high
quality external credit ratings in Hong Kong and
the PRC.

Liquidity risk

Individual operating entities within the Group
are responsible for their own cash management,
including the short term investment of cash
surpluses and the raising of loans to cover
expected cash demands, subject to approval by
the parent company’s board when the borrowings
exceed certain predetermined levels of authority.
The Group’s policy is to regularly monitor its
liquidity requirements and its compliance with
lending covenants, to ensure that it maintains
sufficient reserves of cash and adequate committed
lines of funding from major financial institutions
to meet its liquidity requirements in the short and
longer term.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

44. FINANCIAL RISK MANAGEMENT AND 44. B RBREEREMIAEZA
FAIR VALUE OF FINANCIAL INSTRUMENTS TEE(E)
(Continued)

(b) MEEBREEZ)

(v) "EELERE(E)
TREBEREEEHEESRD
FEBE 2R THE  BAER

on the remaining period from the end of the 2o B ER A B4R
reporting period to the contractual maturity ETDR - NRPHERETIA
SEZERNERRRERE -

(b) Financial risk factors (Continued)
(v) Liquidity risk (Continued)
The tables below categorised the Group’s financial
liabilities into relevant maturity groupings based

date. The tabulated amounts are the contractual
undiscounted cash flow payments of the Group.

Less than Between Between

1year 1and2years 2andb5 years Total
HRE 122f 2B5% H
HK$'000 HK$'000 HK$'000 HK$'000
FAET FET FAET FAET

At 31 December 2017 R-B-tf

+ZA=+-H

Trade and other payables BHREMENRIE 773,872 = = 773,872
Amount due to an associate BR—FHERRTE 865 - - 865
Deferred consideration payable RN (B 8,148 = = 8,148
Obligations under finance leases ~ BiAMEE 2,750 - - 2,750
Bank borrowings RITHER 387,139 41,991 4,025 433,155
1,172,774 41,991 4,025 1,218,790

At 31 December 2016 RIE—R%&

+=A=+-H

Trade and other payables B REMENTIE 643,815 - = 643,815
Amount due to an associate =y il A= UNGIE 565 = = 565
Deferred consideration payable  EZEEFR K E 8,148 - - 8,148
Obligations under finance leases B &M E(EH 5,619 2,743 = 8,362
Bank borrowings RITIER 325,394 10,625 25,373 361,392
983,541 13,368 25,373 1,022,282
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

44. FINANCIAL

RISK MANAGEMENT AND

FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)

(c) Fair value measurement

(i) Financial assets and liabilities measured at fair

value

Fair value hierarchy

The

following table presents the carrying value

of the Group’s financial instruments measured

at fair value at the end of the reporting period

on a recurring basis, categorised into the three-

level
Fair

fair value hierarchy as defined in HKFRS 13,
value measurement. The level into which a

fair value measurement is classified is determined

with

reference to the observability and significance

of the inputs used in the valuation technique as

follows:

Level 1 valuations: Fair value measured using
only Level 1 inputs i.e. unadjusted quoted
prices in active markets for identical assets or
liabilities at the measurement date.

Level 2 valuations: Fair value measured using
Level 2 inputs i.e. observable inputs which
fail to meet Level 1, and not using significant
unobservable inputs. Unobservable inputs
are inputs for which market data are not
available.

Level 3 valuations: Fair value measured using
significant unobservable inputs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)
(c) Fair value measurement (Continued)

(i) Financial assets and liabilities measured at fair
value (Continued)
Fair value hierarchy (Continued)

Recurring fair value FENDTEETE:
measurements:
Other financial assets AthemARE
— Unlisted unit trust funds —FEMBNEAES
- Principal guaranteed -REREES

investment funds

44. B RBREEREMIAEZA
TEEE)

(0 AFEEEGE)
() URAFEETAEZHBEER
EE(E)
NYBERE(E)

Fair value measurements as at
31 December 2017 categorised into
R=B-t¥+=A=+-H
DFPEETEEUATHIE
Fair value Level 1 Level 2 Level 3
AFEE E-BIR EZEBR E=ER
HK$'000 HK$'000 HK$°000 HK$'000

TET TET TET FET
59 - 59 -
20,218 - 20,218 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)

(c) Fair value measurement (Continued)

(i) Financial assets and liabilities measured at fair

value (Continued)

Fair value hierarchy (Continued)

44. B RBREEREBMIAEZA
TEEE)

(c)

AFEEE(E)
(i) UAFEEFTEZHEER

EE(E)

RNTEBEREE)

Fair value measurements as at
31 December 2016 categorised into
RoB-AET=A=t-8

RYBEAEEATLE

Recurring fair value
measurements:

Available-for-sale financial assets

- Listed shares
Other financial assets

— Unlisted unit trust funds

Fair value
AFEE
HK$'000
FET
HENLTEERE:
EHESHEE
- ERE 1,389
Hib e REE
~EEmENETES 2,875

Level 1 Level 2 Level 3
F-ER E_ER E =N
HK$'000 HK$'000 HK$000

FET FET FET

1,389 - -
- 2,875 -

The fair values of unlisted unit trust funds and
principal guaranteed investment funds in level 2
are based on net assets value of the investment
funds at the end of the reporting period provided

by the financial institution.

During the year ended 31 December 2016 and
2017, there were no transfers between Level 1
and Level 2, or transfer into or out of Level 3. The
Group's policy is to recognise transfers between
levels of fair value hierarchy as at the end of the
reporting period in which they occur.

COSMOS MACHINERY ENTERPRISES LIMITED

AEHEBEEFRA A

REMEMEEEE RRAE
REEGZRAVEBEEE
ERRER BB BRAAR
BEREAERREESN
FEEMEE-

Bk=—ZE—+tF+=-_A=+—
H E—BXrEF-ELIZH
TWEEENEREEEZE X
HME=ZEREL - EAFE
BEREECEEEREAR -
AEBSREBHRNIFEE
BHAER -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

44. FINANCIAL RISK MANAGEMENT AND M BEEREERSEMIAZA
FAIR VALUE OF FINANCIAL INSTRUMENTS EEE(E)
(Continued)
(c) Fair value measurement (Continued) (o) AFEESE(E)

(ii) Fair value of financial assets and liabilities
carried at other than fair value
The carrying amounts of the Group’s financial
instruments carried at cost or amortised cost are
not materially different from their fair values as at
31 December 2016 and 2017.

(d) Capital risk management

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

In order to maintain or adjust the capital structure,
the Group may adjust the amount of dividends paid to
shareholders, return capital to shareholders, issue new
shares or sell assets to reduce debt.

The Group monitors capital on the basis of the total
debts ratio. This ratio is calculated as total borrowings
divided by total capital. Total borrowings include
current liabilities and non-current liabilities. Total capital
includes total borrowings and total equity as shown in
the consolidated statement of financial position.

(i) tHBEEREBEH L FEME
FERKEE
RZZE—R"FE+=ZA=+—H
RZE—+tF+ZA=+—
H AfENESHBMITAZRA
HEHEANAREEERL AT
BELESKDH -

(d) EREBRERE

SENESERRE  RREELE
RENEREERBRELE R

DA 70 B BR e 2 [0 3% - [ B R R EL A
BaRE AN THFHED
BAREBABEESKA

RTHEFIARERNERE  SEA
EERBEINTHRRAORE S
ARRBEEES  BITHRILE
BENBREER -

SEMNBRAELXERAEEN -
e b R % BRAR B KRR A B N BB R
8- REFBRFRBRBELRRDY
BE - BEABERRGAMBIR
RAZBERNEREE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

44. FINANCIAL RISK MANAGEMENT AND
FAIR VALUE OF FINANCIAL INSTRUMENTS

(Continued)

(d) Capital risk management (Continued)
The total debts ratios at 31 December 2017 and 2016

are as follows:

44,

BEEBREERESMIAZA

FEE &)

(d) ESERER (&)

RZE—+tF+_A=+—8Bk=
E-RE+_A=t—BrHaE

thEA
2017 2016
—E—tF —TEAF
HK$°000 HK$'000
F & T FET
Current liabilities mEEE 1,408,243 1,181,657
Non-current liabilities ERBAEE 70,277 81,234
Total borrowings BB E 1,478,520 1,262,891
Total equity = BE 1,292,139 1,156,912
Total capital EARBE 2,770,659 2,419,803
Total debts ratio 8GR 53% 52%

Neither the Company nor any of its subsidiaries are

subject to externally or internally imposed capital

requirements.

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A

AR A S E AR AT Y B 2 B R A
R A EBE AN B AR EFTARR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+-A=1—HIFFZE

45. TRANSACTIONS AND BALANCES WITH 45,
RELATED PARTIES

During the year, the Group had significant transactions with

HREELRETZXERER

REER AEERTIIBELETZ

the following related parties, together with balances with BARG  ERRBRELER &8

them as at the end of the reporting period, details of which BFaR
are as follows:
2017 2016
—E—tF —ZE—RF
Notes HK$°000 HK$'000
M &t FAET FHEIT
Company controlled by HAETEEREHE

certain directors’ relatives: b2k /N B
Management fee paid (note i) BB B H (F:) 996 913
Non-controlling interests: IR
Balances due from the Group REB R 2 &

(note ii) (K 3#ii) 29 10,345 4,800
Rental income He WA 813 -
Service fee income AR 7% & g A 289 -
Consultancy fee paid ESE=- - 1,178 -
Associates: /NI
Balances due from the Group REB LR Z 5%

(note i) (B &) 865 565
Balance due to the Group IR E B 7 i

(note ii) (K 3#ii) 21 2,543 3,166
EDP charges paid BN ASHEERE 5,566 5,916
Rental income Hae A 104 210
Purchases BE 143 -
Purchase of fixed assets KEBRTEE 53 =
Compensation of key EEFTEEEASMHE

management personnel of (K1 a#iii) -

the Group (note iii):

Salaries and other short-term B < K E b 52 2R {2 B 13 A
employee benefits 15,210 13,745
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

45. TRANSACTIONS AND BALANCES WITH
RELATED PARTIES (Continued)

Further details of directors’ and the chief executive’s

emoluments are included in note 11 to the consolidated

financial statements.

Notes:

(i)

(if)

(iii)

(iv)

The prices of the transactions were determined by the
directors with reference to prices for similar transactions with
unrelated third parties.

The balances are unsecured, interest free and have no fixed
terms of repayment.

Key management personnel whose profiles are included in
Directors and Senior Management's Biographies section of this
report.

No transaction, arrangement or contract of significance to
which the Company was a party, and in which a director of
the company had a material interest, subsisted at the end of
the year or at any time during the year.

Save as disclosed above, there were no other significant

transactions with related parties during the year or

significant balances with them at the end of the reporting
period.

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A

45 HEE L ET R RER (E)

EENTRAZIMEE—PFBINE
AP RRMEN -

Wiz -

() ZEXSGHNERKERSZHIEME
F=TETEURZINERRERE -

(i) ZEEHR/EER 2SRERBTE
Eoe
SRR o

(i) EEET2EEABE2IELAREZ
EENSREBABRESRND -

(iv) MERKFEAREMMER AR EH
BEANAEERFEARRZIRS
ZHHFTLZEREH °

B bt ER SN NFEERES W EE
MEARS  HERESHEEHLEFFL
BALMERAER -



46. PARTICULARS OF PRINCIPAL SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
meMBmRME (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

46. TEM B A AT
R-FB—tF+-_A=+—HEXZHEB

Details of the Company's principal subsidiaries at
31 December 2017 are as follows:

Name of subsidiary

i PEEL

Cosmos Machinery Limited

RABHARAT

Cosmos Machinery International Limited

AERHERERAT

Cosmos Machinery (Dongguan)
Trading Co., Ltd. (note 3)
RERH (R BERRAR (Hia)

Cosmos Machinery (Wuxi)
Trading Co., Ltd. (note 3)
AFHR (25 BERRRA W)

Dekuma Rubber and Plastic
Technology (Dongguan) Limited (note a)
BHEEZHS (RR)ERAA (s

Place of
incorporation/
registration

R/
ifn

Hong Kong

B

Hong Kong
Bt

The PRC

R

The PRC
i

The PRC
E

Place of
operation

geun

Hong Kong

Bt

Hong Kong
B

The PRC

G

The PRC
T

The PRC
il

Issued and

fully paid
ordinary

share capital/
registered capital
BEAREAR
EERRA/
AR

HK$10,000,000

10,000,000 70

HK$32,000,000
32,000,000%7

HK$5,000,000

5,000,000 72

HK$5,000,000
5,000,000 72

HK$ 24,000,000
24,000,000%7

NAFHBHOT
Proportion of nominal
value of issued share
capital/registered capital
BHREER
BAEE/ERRALE
held by the attributable
Company?*/ to the
subsidiaries Group
NG
HEAF r&E
k% Ei
% %
100.00 100.00
100.00% 100.00
100.00 100.00
100.00 100.00
100.00 100.00

Principal
activities

IERE

Investment holding

RERK

Investment holding

RERK

Trading of machinery

#HES

Trading of machinery

#HES

Manufacturing and trading
of machinery

BHSERES

Annual Report 2017 2] 3
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

46. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

Name of subsidiary

i} PEEL

Dong Hua Machinery Ltd. (note b)
REERARLA(WA)

Gainbase Industrial Limited

AEEXERAT
Grand Technology Products Limited
BRNRERERAA

Jackson Equities Incorporated
Jackson Equities Incorporated

Karmay Industrial Limited

EXEZARLT

Place of
incorporation/
registration

i/
Bz

The PRC
oE

Hong Kong
Bt

Hong Kong
B

British Virgin lslands
ABLRRER

Hong Kong
Ei

2] 4 COSMOS MACHINERY ENTERPRISES LIMITED

AEHEBEEFRA A

Place of
operation

geun

The PRC
hE

Hong Kong
Bt

Hong Kong
B

Hong Kong
Ek

Hong Kong
B

Issued and

fully paid
ordinary

share capital/
registered capital
BETREMR
EERRE/
ifBRE

RMB146,199,955
146,199,955 AR

HK$10,000
10,0007

HK$9,500,000

9,500,007

US§2
ES

HK$55,000,000
55,000,000 2

Proportion of nominal
value of issued share
capital/registered capital
BHREER
BAEE/ERRALE
held by the attributable
Company?*/ to the
subsidiaries Group
RAAT/
HEAF ARE
k% i
% %
75.56 75.56
100.00 52.00
100.00 100.00
100.00* 100.00
100.00 100.00

46. T EM B R RIS (&)

Principal
activities

IERH

Manufacturing and
trading of machinery

BHRERE S

Trading of printed
circuit boards

DREARES

Investment holding

RERK

Investment holding

REER

Investment holding
and trading
REBREES



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

46. PARTICULARS OF PRINCIPAL SUBSIDIARIES 46. TEME D R FE (F)
(Continued)
Proportion of nominal
value of issued share
capital/registered capital
Issued and BHREER
fully paid BAEE/ERRALE
Place of ordinary held by the attributable
incorporation/ Place of share capital/ Company?*/ tothe  Principal
Name of subsidiary registration operation registered capital subsidiaries Group  activities
BEAREAR NG
i/ EERRA/ KEAR 558
KRARAR Afs fgun ifR& B Bl IEER
% %
Karmay Plastic Products The PRC The PRC HK$16,800,000 100.00 100.00  Manufacturing of
(zhuhai) Co, Ltd. (note &) BE HE 16,800,000 plastic products
SEEHNG (R8) BRAR ) FEEHER
Melco Industrial Supplies Company Limited Hong Kong Hong Kong HK$ 1,500,000 100.00 100.00  Trading of industrial
ER1EEHERAR & Bk 1,500,000 7 equipment and screws
I5k#mES
I8 (L8)ARAR (otea) The PRC The PRC 58600000 10000 10000 Trading of industrial
ERTERN(LR)ERAA W) HE e 600,000% 0 consumables
I$HknES
Guangzhou Melco Industrial The PRC The PRC US$400,000 100.00 10000 Trading of industrial
Supplies Co,, Ltd. (note a) B hE 400,000%7 consumables
ENDZEI2ENERAT Ha) I$K#mES
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

46. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)
Details of the Company’'s principal subsidiaries at

46. T EM B R RIS (&)

RIE—tF+_A=t—HXEWNS

31 December 2017 are as follows: NEFERT
Proportion of nominal
value of issued share
capital/registered capital
Issued and BHREER
fully paid RAEE/ERRALE
Place of ordinary held by the attributable
incorporation/ Place of share capital/ Company?*/ tothe  Principal
Name of subsidiary registration operation registered capital subsidiaries Group  activities
BEAREAR HEAR/
AL/ EERRE/ HEAF r5E
KEARAR iftibn ggun kA k% Et IERE
% %
Shenzhen Gainbase Printed The PRC The PRC HK$140,000,000 100.00 5200 Processing of
Circuit Board Co,, Ltd. (note 3) hE hE 140,000,00047 printed circuit boards
RFEEERRRAR Wita) HplSARNT
Welltec Machinery Limited Hong Kong Hong Kong HK$10,000,000 100.00 100.00  Trading of machinery
EXBHERLT Ei B 10,000,000/ 70 BHES
KFE Hong Kong Co., Limited Hong Kong Hong Kong US$7,776,000 100.00 5200 Trading of printed
AR ERREEERAT & Bh 7,776, 000570 circuit board
FHHES
Wu Xi Grand Tech Machinery The PRC The PRC 589,586,000 100.00 100.00  Manufacturing and
Group Ltd. (note o) HE ol 9,586,000 0 trading of machinery
ERRERHEEARAR ) BREERES
W Xi Grand Plastic Machine The PRC The PRC 592,850,000 100.00 100.00  Manufacturing and
Manufacture Co,, Ltd. (note &) mE ol 2,850,00057 trading of machinery
ERRBERNERRAR ) BREERES
AEXEREZZERAT Mote ) The PRC The PRC HK$56,000,000 10000 10000 Manufacturing of
AEXRRR2ZERAA (Hia) hE e 56,000,000/ 7 plastic products
EEEHER
Dongguan Hua Qi Plastic The PRC The PRC USD1,000,000 100.00 51.00  Manufacturing of
Works Co., Ltd (note a) bl HE 1,000,000£7T plastic products
FRERLBRAARAT ) EEEHER

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

46. PARTICULARS OF PRINCIPAL SUBSIDIARIES

(Continued)

Notes:

(@) The companies are registered in the form of wholly-owned
foreign investment enterprises.

(b) The companies are registered in the form of sino-foreign
cooperative enterprises.

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

None of the subsidiaries had any debt capital in issue at the
end of the year or at any time during the year.

46. T EME R AFIE (&)

Bt

(@) REABCTEMEULA/IEBERE -

(b) REBLEIMERZIA/TINGERE-

AEMBRARNEREERAEYAF
EXEAEEUFEINFREAEKH
BEFEZERBOHMIIK - LI EHAM
B ARFEEIBRERELE -

RERKAFEAAMBHAA  SHBA
2030 48 34 474 (A TS IR o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 B{2 - F—+F+_—A=+—HIFFE

46. PARTICULARS OF PRINCIPAL SUBSIDIARIES 46.

(Continued)
The following table lists out the information relating to all

subsidiaries of Major Success Company Limited, which has
material non-controlling interest (NCI). The summarised
financial information presented below represents the

TEMB QRS (E)

TRILTEBRBEBERARMETA
AR ABERRIFERERHER - KA
NRARBIE Y B E RS HREHEMA
RAIBRGZ L -

amounts before any inter-company elimination.

NCI percentage

RS A D

Current assets mENE B
Non-current assets EMEEE
Current liabilities mENBE
Non-current liabilities EREBBE
Equity X

Carrying amount of NCI

Revenue PN
Profit for the year AN E A
Total comprehensive income ZHERALLRE

Profit allocated to NCI

Cash generated from operating activities & EBEE 2R S

Cash used in investing activities KRETZIFERB RS

Cash generated from/(used in) financing B EEELS (FH)
activities ZH&

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

FEIE S AR (E

D ECE IR 2 i A

2017 2016
—E—tfF —E-RF
HK$°000 HK$'000
FET FET
48% 48%
390,813 364,274
176,577 163,418
(252,910) (222,738)
(2,089) (2,117)
312,391 302,837
149,947 145,362
788,612 721,005
12,383 12,946
19,552 5,914
5,944 6,214
36,101 13,067
(33,715) (19,865)
8,659 (20,449)



NOTES TO THE CONSOLIDATED

For the year ended 31 December 2017 # 2~ %

47. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR

ENDED 31 DECEMBER 2017

Up to the date of issue of these consolidated financial
statements, the HKICPA has issued a number of
amendments, new standards and interpretations which are

47.

FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

—tF A= —HIFE

BE-_F-—tHF+=-A=+-—
BEFEEEMESRERZ
EAMEE] - AT EARBRENE

T:EE'/E

Eiux—rﬁ?éﬁﬁﬁ%iﬁﬁ?'ﬁééﬁ/ﬁﬂt ‘B
SIHMAGEEMZERBE_T

—‘ti‘l’ A=+ —RIEFENRER

not yet effective for the year ended 31 December 2017 and
which have not been early adopted in these consolidated
financial statements. These include the following which may

be relevant to the Group:

Amendments to HKFRS 2
(BHMBREEADF2% (BITX)
Amendments to HKFRS 4

(BERBREEA) F4R (BITA)

Amendments to HKFRS 9
(BAMBREEA)FIF (BITX)
Amendments to HKFRS 10 and HKAS 28

(BARBREENE10RR
(BAHEA)E285 (BT X)
Amendments to HKAS 28
(BAGHER)E28% (B K)
Amendments to HKAS 28
(BAQHER)E28% (BFTAX)
Amendments to HKAS 40
BAGENEA0R (BT E)
Amendments to HKFRS 15
(BARBREEA)E155 (BFTAR)
Amendments to HKFRSs
BIET(RERBREER)
HKFRS 9
(BAMBREEA) S5
HKFRS 15
(BARBREEA)E15%
HKFRS 16
(B BREEA)F 165
HKFRS 17
(BATBREENE1TH
HK(IFRIC) - Int 22
Fk (BRTBRS
HK(IFRIC) - Int 23
Bk (BREBRE

REREE)REFLN

REZEQ)REEIHR

BRZEHEE T MRAIL ARIEF RN

ZERHER] - #E] ERI MR - ZF
BEASEEBEIEYBERIATEE -

Effective for accounting
periods beginning

on or after
RTBRAEER R 2 G
BEX

Classification and measurement of share-based payment transactions
REBEH: RARRL AN D ERFE
Applying HKFRS 9 Financial instruments with HKFRS 4 Insurance
contracts
B(RBMBRSER)BR[RRAH]ER
(BRM KRS EE‘I)%%F’(%M%
Prepayment features with negative compensation
REARENRAETEL
Sale or contribution of assets between an investor and its associate or
joint venture
REZFRABZIALD
$IE
As part of the annual improvements to HKFRSs 2014-2016 cycle

1 January 2018
—Z-\$-f—-H
1 January 2018

“Z-\fE-A-H
1 January 2019
“Z-NE-R-H

To be determined
E/RNMEELE WAET AT ENAH

1 January 2018

(BAMBREEN) 2 FEDUE (2014-2016F8H) B —310 “2-\¥-A-H
Long-term interests in associates and joint ventures 1 January 2019
REERARAEPRORBES “E-N§¥-A-H
Transfers of investment property 1 January 2018
BERENS —E2-\¥-H-H
Clarifications to HKFRS 15 1 January 2018
(BAMBREEIDE1HNEEF —F-\¥=H-H
Annual improvements to HKFRSs 2015-2017 cycle 1 January 2019
(BABBREE) 2 FEAE (2015-20175EH) “E-N§-A-H
Financial instruments 1 January 2018
TRIA “E-\E-A-H
Revenue from contracts with customers 1 January 2018
REEEFANMHBA “E2-N\§¥-A-H
Leases 1 January 2019
e “E-h¥-A-H
Insurance contracts 1 January 2021
e # —Z2--%¥-f-H
Foreign currency transactions and advance consideration 1 January 2018
MEZHRBERRE “Z-\¥-A-H
Uncertainty over income tax treatments 1 January 2019
RAREIHEEY “T-h%¥-A-H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 #Z —F—+4F+—A=+—HIFFEF

47. POSSIBLE IMPACT OF AMENDMENTS, NEW 47. BZ-_ZEZ—t&E+=-H=1+—

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR

ENDED 31 DECEMBER 2017 (Continued)
The Group is in the process of making an assessment of

what the impact of these amendments, new standards and
new interpretations is expected to be in the period of their
initial application. So far the Group has identified some
aspects of the new standard which may have a significant
impact on the consolidated financial statements. Further
details of the expected impacts are discussed below. As
the Group has not completed its assessment, further
impacts may be identified in due course and will be taken
into consideration when determining whether to adopt
any of these new requirements before their effective date
and which transitional approach to take, where there are
alternative approaches allowed under the new standards.

HKFRS 9 “Financial instruments”
HKFRS 9 issued in 2009 introduced new requirements for
the classification and measurement of financial assets.

HKFRS 9 was subsequently amended in 2010 to include
requirements for the classification and measurement of
financial liabilities and for derecognition, and in 2013 to
include the new requirements for general hedge accounting.
Another revised version of HKFRS 9 was issued in 2014
mainly to include (a) impairment requirements for financial
assets and (b) limited amendments to the classification
and measurement requirements by introducing a “fair
value through other comprehensive income” measurement
category for certain simple debt instruments.

In relation to the impairment of financial assets, HKFRS 9
requires an expected credit loss model, as opposed to an
incurred credit loss model under HKAS 39. The expected
credit loss model requires an entity to account for expected
credit losses and changes in those expected credit losses at
each reporting date to reflect changes in credit risk since
initial recognition. In other words, it is no longer necessary
for a credit event to have occurred before credit losses are
recognised.

COSMOS MACHINERY ENTERPRISES LIMITED
REBMEXERD A

BEFEEEMESRERZ
HEAMERT - AT EARRENE
i3 2 369,
AREBBREFEZRFREAEE - #eTE
AR BERRERERRRERZ
Tl oS AEECDERFRHES
MBERRELEERZENNIEANS
Thm- - BHREENFRET XS
HRAEE R ARTKIE  EEFEX
EREERRETL AR T ERE B
AIAR RN AT E A FEE = B RN IE R F
MBE RRABEEERELRESFHRE
AR INAE &

ERVBHREREAFRIEMTA
R-ZFZNFERMOCEEMBREE
ANESRSIEFRESREED BHNE
MY ¥ IRE

L& TEBFTRCE BT %W
L?EE‘J>> 9%\1%%@%5%*@&&2
NREIEBERORE  ER =T —=4F
MABBE—RE ST RIEGERIH
E o MZE —UFEMECE BB W
HFHEADFEIR S — ELIEFTRAEZ N
AQ@)E B¢ /& E /R ERTE &b)#E
AETHEEHS TAESATUARA R ER
AEMEEYZEIGTEHA B HER
STEREELBREST

Z DOf

BREMEEZRENS @ B(FEGH
E‘EE'J>>%39?J?LIETEE§E${ZTEEF7f”
A ERR (BAEMBHREEA)F

BHRERAENEEEREAGE 753,@
:.JEET@*E‘E%E%%‘?‘&%EA $|§¢EIHJ§¥H

EJJ)\@E : LA&HME.EH[%&EM%EEWM
K8 hE2 BABFRLEER
EHTHEAEEREE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 B{2 - F—+F+_-A=+—HIFFE

47. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2017 (Continued)

HKFRS 9 “Financial instruments” (Continued)

The Group has reviewed its financial assets and liabilities
and is expecting the following impact from the adoption of
the new standard on 1 January 2018:

(a)

(b)

Classification and measurement

The Group has assessed that its financial assets
currently measured at amortised cost will continue with
their respective classification and measurements upon
the adoption of HKFRS 9.

The classification and measurement requirements for
financial liabilities under HKFRS 9 are largely unchanged
from HKAS 39, except that HKFRS 9 requires the fair
value change of a financial liability designated at FVTPL
that is attributable to changes of that financial liability’s
credit risk to be recognised in other comprehensive
income (without reclassification to profit or loss). The
Group currently does not have any financial liabilities
designated at FVTPL and therefore this new requirement
will not have any impact on the Group on adoption of
HKFRS 9.

Impairment

In general, the directors of the Company anticipate that
the application of the expected credit loss model of
HKFRS 9 will result in earlier provision of credit losses
which are not yet incurred in relation to the Group’s
financial assets measured at amortised costs and other
items that subject to the impairment provisions upon
application of HKFRS 9 by the Group.

Based on the assessment by the directors of the
Company, if the expected credit loss model were to
be applied by the Group, the accumulated amount
of impairment loss to be recognised by Group as at 1
January 2018 would be slightly increased as compared
to the accumulated amount recognised under HKAS 39
mainly attributable to expected credit losses provision
on trade and other receivables. Such further impairment
recognised under expected credit loss model would
reduce the opening retained profits at 1 January 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

mERBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

47. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2017 (Continued)

HKFRS 9 “Financial instruments” (Continued)

(c)

(d)

Hedge accounting

HKFRS 9 does not fundamentally change the
requirements relating to measuring and recognizing
ineffectiveness under HKAS 39. However, greater
flexibility has been introduced to the types of
transactions eligible for hedge accounting. While the
Group does not involve any hedging, it does not expect
a significant impact on the accounting for its hedging
relationships.

Date of adoption by the Group

HKFRS 9 must be applied for financial years
commencing on or after 1 January 2018. The Group
will apply the new rules retrospectively from 1 January
2018, with the practical expedients permitted under the
standard. Comparatives for 2017 will not be restated.

HKFRS 15 “Revenue from contracts with customers”

HKFRS 15 was issued which establishes a single

comprehensive model for entities to use in accounting for

revenue arising from contracts with customers. HKFRS 15

will supersede the current revenue recognition guidance
including HKAS 18 “Revenue”, HKAS 11 “Construction
contracts” and the related interpretations when it becomes

effective.

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

For the year ended 31 December 2017 # 2~ %

47. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2017 (Continued)

HKFRS 15 “Revenue from contracts with customers”
(Continued)

The core principle of HKFRS 15 is that an entity should
recognise revenue to depict the transfer of promised goods
or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled
in exchange for those goods or services. Specifically,
the Standard introduces a 5-step approach to revenue
recognition:

° Step 1: Identify the contract(s) with a customer

e  Step 2: Identify the performance obligations in the
contract

e  Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the
performance obligations in the contract

e Step 5: Recognise revenue when (or as) the entity
satisfies a performance obligation

Under HKFRS 15, an entity recognises revenue when (or as)
a performance obligation is satisfied, i.e. when ‘control’ of
the goods or services underlying the particular performance
obligation is transferred to the customer. Far more
prescriptive guidance has been added in HKFRS 15 to deal
with specific scenarios. Furthermore, extensive disclosures
are required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS 15 in
relation to the identification of performance obligations,
principal versus agent considerations, as well as licensing
application guidance.

The directors of the Company anticipate that the application
of HKFRS 15 in the future may result in more disclosures,
however, they do not anticipate that the application of
HKFRS 15 will have a material impact on the timing and
amounts of revenue recognised in the respective reporting
periods.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

47. POSSIBLE IMPACT OF AMENDMENTS, NEW 47. BZ-_ZEZ—t&E+=-H=1+—

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2017 (Continued)

HKFRS 15 “Revenue from contracts with customers”
(Continued)

The adoption of this new standard is mandatory for
financial years commencing on or after 1 January 2018. The
Group intends to adopt the standard using the modified
retrospective approach which means that the cumulative
impact of the adoption, if any, will be recognised in retained
profits as of 1 January 2018 and that comparatives will not
be restated.

HKFRS 16 “Leases”

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 “Leases” and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. Distinctions of operating leases and finance
leases are removed for lessee accounting, and is replaced
by a model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses,
adjusted for any remeasurement of the lease liability. The
lease liability is initially measured at the present value of the
lease payments that are not paid at that date. Subsequently,
the lease liability is adjusted for interest and lease payments,
as well as the impact of lease modifications, amongst others.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

e MBRRMEE (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

47. POSSIBLE IMPACT OF AMENDMENTS, NEW

STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2017 (Continued)

HKFRS 16 “Leases” (Continued)

For the classification of cash flows, the Group currently
presents operating lease payments and finance lease
payments as operating cash flows and financing cash flows
respectively. Under the HKFRS 16, lease payments in relation
to lease liability will be allocated into a principal and an
interest portion which will be presented as financing cash
flows.

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold lands
where the Group is a lessee. The application of HKFRS 16
may result in potential changes in classification of these
assets depending on whether the Group presents right-of-
use assets separately or within the same line item at which
the corresponding underlying assets would be presented if
they were owned.

In contrast to lessee accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS
17, and continues to require a lessor to classify a lease
either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS
16.

Based on the assessment completed to date, the Group
has identified the following areas which are expected to be
affected:
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HIFF/Z

47. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED

47. BEZ-—E—tH5+=-H=+—
HEFEECEMEERERZ

BUT NOT YET EFFECTIVE FOR THE YEAR ZAMERT - FETEARRENE
ENDED 31 DECEMBER 2017 (Continued) EEE(E

(BBUBREER)E165RHE(F)
(a) HHEEHMBHENZE

HKFRS 16 “Leases” (Continued)
(a) Impact on the consolidated financial statements

As disclosed in note 2(23), currently the Group
classifies leases into finance leases and operating leases
and accounts for the lease arrangements differently,
depending on the classification of the lease.

At 31 December 2017, the Group, as lessee, has
non-cancellable operating lease commitments of
approximately HK$104,891,000 as set out in note 39
to the consolidated financial statements. A preliminary
assessment indicates that these arrangements will meet
the definition of a lease under HKFRS 16, and hence
the Group will recognise a right-of-use asset and a
corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases
upon the application of HKFRS 16. The interest expense
on the lease liability and the depreciation expense on
the right-of-use asset under HKFRS 16 will replace the
rental charge under HKAS 17. The operating lease
commitments as shown in off-balance sheet item will
be replaced by “right-of-use asset” and “lease liability”
in the statement of financial position of the Group.
Other than the above, the Group does not anticipate
that the application of this standard will have material
impact on the consolidated financial statements of the
Group.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)
e MBmERME (&)

For the year ended 31 December 2017 &2 —F—+F+—A=+—HI F/Z

47. POSSIBLE IMPACT OF AMENDMENTS, NEW
STANDARDS AND INTERPRETATIONS ISSUED
BUT NOT YET EFFECTIVE FOR THE YEAR
ENDED 31 DECEMBER 2017 (Continued)

HKFRS 16 “Leases” (Continued)
(b) Date of adoption by the Group

47. B2 =_E—+tHFE+=ZA=+—
BLEFEEEMEMKRERZ
ZAEET - T EARRENE
EEE(E)
(BERBRELRN)E163KHE](2)
(b) K BIRA B A K

The adoption of this standard is mandatory for financial
years commencing on or after 1 January 2019. At
this stage, the Group does not intend to adopt the
standard before its effective date. The Group intends
to apply the simplified transition approach and will not
restate comparative amounts for the year prior to first
adoption.

In addition, the application of new requirements may
result in changes in measurement, presentation and
disclosure as indicated above.

Except for the above, the directors of the Company
anticipate that the application of other new and revised
HKFRSs will have no material impact on the Group's
future consolidated financial statements.
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FIVE YEAR FINANCIAL SUMMARY

IFUBRE

INCOME STATEMENT

g E
For the year ended 31 December,
BZ+-A=1+-HLEE
2013 2014 2015 2016 2017
ZE-=fF ZZ—NF ZT-HF ZT—R"F ZE—tF
HK$'000 HK$000 HK$000 HK$'000  HKS$'000
FET FET FHET FET FET
Revenue A 2,465,110 2,492,729 2,395,166 2,192,287 2,446,848
Profit/(loss) before tax BRBATER (BE) 119,121 (351) (26,662)  (279,260) 49,926
Taxation HIE 3,904 (7,583) (12,156) (54,625) (6,076)
Profit/(loss) for the year AERF/ (B8B) 123,025 (7,934) (38,818)  (333,885) 43,850
Non-controlling interests RS 14,635 25,367 10,783 (30,725) 16,566
Profit/(loss) attributable AARIRERA A
to equity shareholders FEMEET (E58)
of the Company 108,390 (33,301) (49,601)  (303,160) 27,284
STATEMENT OF FINANCIAL POSITION
B 3R R &R
At 31 December,
R+=A=+-H
2013 2014 2015 2016 2017
—F-ZF —T-QNF —F-hf T F Z¥-tF
HK$'000 HK$000 HK$'000 HK$'000  HKS$'000
FET FET FET FET FET
Total assets BEE 3,090,854 3,113,549 2,946,221 2,419,803 2,770,659
Total liabilities BEE (1,392,328) (1,435,927) (1,378,401) (1,262,891) (1,478,520)
Total equity WS 1,698,526 1,677,622 1,567,820 1,156,912 1,292,139
Non-controlling interests MR 213,418 234,822 232,507 190,318 211,645

COSMOS MACHINERY ENTERPRISES LIMITED
REEBMEXERAD A
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