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Chairman’s Statement

EERE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the
“Directors”) of Yan Tat Group Holdings Limited (the
“Company”), | am pleased to present the audited consolidated
results of the Company and its subsidiaries (collectively referred
to as the “Group”) for the year ended 31 December 2016.

Our Group's turnover decreased from approximately HK$638.9
million in 2015 to approximately HK$591.4 million in 2016,
representing a decline of approximately 7.4%. Gross profit was
approximately HK$119.9 million in 2016, representing an
decrease of approximately 16.8% from that of 2015. Earnings
before interest, taxes, depreciation and amortisation (“EBITDA")
was approximately HK$67.1 million in 2016, representing a
decrease of approximately 6.3% from that of 2015. Profit
attributable to ordinary equity holders of the Company was
approximately HK$23.4 million in 2016, representing a decrease
of approximately 44.8% from that of 2015. Drop in EBITDA and
net profit was primarily due to the decrease in sales orders
resulting from global economic slowdown, which adversely
affected the Group’s sales volume. At the same time, new
production facilities and equipment commenced full operation at
the end of 2015, resulting in significant increase of depreciation
expense and operating costs during the year.

The Group has 27 years’ experience in manufacturing and sales
of printed circuit board (“PCB”) and an extensively experienced
management team as well as a diverse customer base
worldwide. Looking ahead to the year of 2017, taking precarious
external factors into consideration which include uncertainties
over the progress of Brexit, the foreign trade policy direction of
Donald Trump, the President of United States of America, and
influences of election results of several countries, the Group will
remain a prudent operation in searching of business
opportunities.

With wide range of application and mature development, the
PCB industry remained relatively stable and suffered less from
the volatile macro-environment. As always, the Group focuses
on the PCB business and will capture different market
opportunities with diversified customer groups.

Among the PCB customer groups, automotive application
segment and smart city (“SMART CITY") have been more active
during recent years. With increased application of more
advanced electric technologies in automotive industry and the
more penetrated application of electric automotive, the growth
of PCB products for automotive sector was higher than that of
other segments. Meanwhile, SMART CITY has also become the
future development in trend for cities which has brought a
positive influence to the demand of circuit board. The Group had
the foresight of this trend and well prepared to capture the
business opportunities.

4 Yan Tat Group Holdings Limited
Annual Report 2016
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Chairman’s Statement

EERE

APPRECIATION

Last but not least, | would like to take this opportunity to extend
my sincere gratitude to all fellow directors, management and our
staff for their unwavering dedication and contribution to our
Group's development. | would also like to thank all of our
shareholders, for their trust and continuous support over a
challenging but rewarding 2016.

Yan Tat Group Holdings Limited
Chan Wing Yin

Chairman

Hong Kong, 24 March 2017
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Financial Highlights
BBREE

For the year ended 31 December

BEt-A=t—-HLHEE

2016 2015 Change
—E-RF —E—RF =

Results HK$°000 HK$'000 (%)
E FET FAT
Revenue g 591,407 638,930 (7.4)
Profit before tax B AT EF 30,413 49,724 (38.8)
Profit attributable to ordinary equity AARIERESEEA

holders of the Company A5 23,383 42,413 (44.9)
Basic earnings per share FRELRAETR HK9.7 cents HK17.7 cents

(expressed in HK cents per share) (AFRBILTIR) AL A (45.2)
Diluted earnings per share EREEET HK9.7 cents HK17.7 cents

(expressed in HK cents per share) (AEREITIR) L Al (45.2)
Dividend per share GRS Nil HK5 cents N/A

(expressed in HK cents per share) (AFRRBLSITR) & il NEA

As at 31 December
R+=—A=+—H
2016 2015 Change
—B—XRE —T-RF &

Financial Position HK$'000 HK$'000 (%)
BT RS AR R FET FAT
Total assets BE#E 829,988 863,581 (3.9)
Net debts (excluding cash and bank FER(TRERE M

balances, pledged deposits and RITHEER - BHEM

restricted cash) FERMEHEIRE) 105,482 82,686 27.6
Shareholders’ equity B R RS 421,829 428,784 (1.6)
Net assets per share BREEFE

(expressed in HK$ per share) (LABREETTYIR) 1.76 1.79 (1.7)
Net debts to total assets FREGHBEE 12.7% 9.6% 323
Net debts to shareholders’ equity THEB B R 25.0% 19.3% 29.5

6 Yan Tat Group Holdings Limited
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Financial Summary

P HE

Year ended 31 December

BEt-A=T-HLEE

in HK$'000 2016 2015 2014 2013 2012
T —ZE-xF ZE2—RHF —ENF —T—=F ZT—=F
RESULTS E3
Revenue W =5 591,407 638,930 663,566 581,557 576,663
Profit before tax B F A v A 30,413 49,724 50,857 42,822 33,972
Income tax expense Frig Bk > (7,030) (7,311) (6,649) (3,055) (3,794)
Profit for the year F N A 23,383 42,413 44,208 39,767 30,178
As at 31 December
R+=—A=+—H
in HK$’'000 2016 2015 2014 2013 2012
T —E—REF T—hF —ZTWF —ZT—=F ZZT——F
ASSETS AND LIABILITIES BERAE
Total assets BEBEE 829,988 863,581 772,814 659,181 579,781
Total liabilities BEwERE 408,159 434,797 354,640 391,356 361,147
Net assets BEFE 421,829 428,784 418,174 267,825 218,634
RESEERERAT 7
£3R 2016



Management Discussion and Analysis

BEENWER DM

INDUSTRY OVERVIEW

2016 witnessed the stagnation for global trade, weak
investments and increased uncertainties in government policies,
resulting in an estimated global growth in 2016 of approximately
3.1%*. Looking forward to 2017, the global economy will be
rattled by a wide range of questions, particularly the progress of
Brexit, protectionism from Donald Trump, the President of the
United States of America, and Europe’s “super election year”.
Sluggish global growth rate is expected to continue, probably
register a marginal increase of approximately 3.4%* as compared
to last year.

Despite various internal challenges, the economic growth of the
PRC far exceeded the global level. According to the data from
the International Monetary Fund (IMF), the economic growth of
the PRC in 2016 returned to top spot in the world at 6.7%,
0.1% higher than India, the previous leader. The PRC will also
remain the biggest driver of global economic growth in 2017.

Printed circuit board (“PCB(s)”) is a basic component necessary
for electronic products, known as the “mother of the electronic
industry”. As the global electronics industry is fundamentally
correlated to the global economy and the level of demand is
generally lower according to the data from Industrial Technology
Research Institute, it is expected that the global value output of
PCBs will increase slightly by 1.2% from approximately US$59.31
billion in 2015 to approximately US$60.03 billion in 2016.

One of the major drivers of the global PCB market is the demand
for 3C products, being communications, computer and
consumer electronics products. Regarding communications
products, the industry is dominated by handsets and
infrastructure related to applications of 4G and 5G
communications. Given the fierce competitions in the 3C
application market and its susceptibility to fluctuation in market
sentiment, many factories have increased the portion of non-3C
market applications.

Automobile circuit products have been an outstanding non-3C
market application of PCBs in 2016. PCBs are commonly found
in engine, control, safety, information and internal environment
system. Recently, rapid development of new energy cars has also
created great development opportunities of PCBs in the car
batteries and charging system sectors.

# According to the data from the International Monetary Fund
8 Yan Tat Group Holdings Limited
Annual Report 2016
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Management Discussion and Analysis

BEENWE DM

According to the data from Industrial Technology Research
Institute, the output value of PCBs in the PRC is estimated to be
accounted for approximately 48.2% of the global market share,
amounting to approximately US$28.91 billion in 2016. In recent
years, raw material and labour costs have been on the rise, and
laws and environmental regulations are increasingly stringent,
resulting in operation difficulties for factories in the PRC.
Nevertheless, depreciation of Renminbi somewhat relieved the
pressure. Despite its eroding advantage in production, the PRC
will remain an indispensable global production base in the near
future.

Industry 4.0 or Made in China 2025 centres on customised mass
production and intelligent production which satisfy customers’
specific requirements. It is a ground-breaking development for
the PCB industry. It is rather complicated to satisfy customers’
diverse needs while allocate proper resources to achieve efficient
production. Enterprises will be encouraged to implement
informationalized and automated means of production, leading
to improvements in cost and quality control.

The global PCB industry is witnessing changes in its development
momentum, oversupply and fierce market competitions. The
advantage of low labour costs traditionally enjoyed by
manufacturers in the PRC is gradually fading, which forced
manufacturers in the PRC to make greater strides in
informatization and automation and adhere to the principle of
Made in China 2025 in the future.

BUSINESS REVIEW AND DEVELOPMENT

The Group is an original equipment manufacturer (“OEM")
provider of PCBs and remains focused on the production of
quality PCBs, which meet industrial standards such as IPC
Standards, as well as the customers’ requirement.

We remain focused on the conventional PCBs with a well-
developed capacity to produce multi-layered and special material
PCBs with primary applications in cars, communication
equipment, medical devices, industrial automation equipment
and consumer electronics.

Our continuous diversification of product mix and market
coverage allows the Group to swiftly cater for the changes in
demand from certain sectors and adjust our production output
accordingly, resulting in reduced reliance on a single product and
market. Benefited from the enormous business opportunities
generated from automobile electronics in recent years, the sector
is therefore becoming increasingly important.
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Management Discussion and Analysis

BEENWER DM

Over the past 27 years of our operation, the Group has
established a solid foundation and close relationship with our
customers. The Group provided direct and indirect services to
OEM customers across Asia, North America, Europe, Africa and
Oceania, who are engaged in various industries with many of
them running in a multinational model. Certain of our major
OEM customers are leading players in their markets. The Group
supplied PCB products directly to a number of leading electronic
manufacturing service providers, in order to assemble finished
goods of OEM for the Group’s indirect OEM customers. To date,
the Group has built up long-term relationship with major
customers, and some of them have been working with us for
over a decade. The Company believed that these customers also
considered the Group as their important partner for their supply
chain. Therefore, our profound and long-term relationship with
customers will enable the Group to know the trend of
customers’ demand more quickly.

The Group is of the view that product and process quality are
integral to its business. The Group complies with various
international quality standards and systems, including 1SO9001,
ISO14001 and ISO/TS16949 certifications. The Group has put in
place a number of quality measures and simplification plan to
promote a culture of quality product. Quality is of paramount
importance to the business of the Group and is regularly
reviewed and improved by dedicated personnel to enhance
customer satisfaction. In addition, the Group obtained AS9100
certification in 2009 to qualify for the provision of advanced and
reliable PCBs for the aerospace industry. This is a testament to
our product quality.

The commissioning of the new production facility of the Group
has significantly boosted equipment precision and automation
level. Upon several rounds of fine-tuning and optimisation, we
are capable of handling extra orders for more advanced
products. Despite a disappointing global economy leading to
decrease in order and turnover for the year, we are confident
that the difficulty will fade and we will be well-equipped to
capitalise on the rebound.

As operation of the Group’s new production facilities and
equipment commences, the annual depreciation costs and
relevant fixed costs increased significantly this year and in the
future, the gross profit margin of the Group may be reduced.
However, the management of the Group is confident that the
gross profit margin will be restored to a healthy level through
economy of scale when customer orders and production capacity
gradually increase.

The Group has been concentrating on its PCB business for over
27 years, accumulating experience and network throughout the
years, which allows the Group to make further development into
the PCB market and put existing hardware and software into
efficient use for the future. In the course of its principal PCB
business, the Group will also consider opportunities to maximize
shareholders’ benefits from time to time.

Yan Tat Group Holdings Limited
Annual Report 2016
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Management Discussion and Analysis

BEENWE DM

FINANCIAL REVIEW Bt 7% 5] R
in HK$'000 2016 2015
TET —E-RE —ET—hF
Turnover EERE 591,407 638,930
Gross profit EF 119,893 144,120

Earnings before interest, taxes, ME - BB - TE REHATAA
depreciation and amortisation (“EBITDA”)  ([EBITDA) 67,056 71,601
Net profit 4 ) 23,383 42,413

The Group's turnover for the year of 2016 was approximately
HK$591.4 million, representing a decrease of approximately
7.4% compared to that of the last year, primarily due to the
slowdown in global economy causing decrease in sales orders
which negatively affects the sales amount of the Group.

The Group's gross profit for the year of 2016 was approximately
HK$119.9 million, representing a decrease of approximately
16.8% compared to that of the last year. Gross profit margin
decreased by approximately 2.3% to 20.3% from 22.6%,
primarily due to the significant increase in deprecation cost and
operation cost for the new production facilities and equipment.

The Group'’s total operating expenses for the year of 2016 were
approximately HK$92.6 million, representing a decrease of
approximately 5.3% compared to approximately HK$97.8 million
for the last year, primarily due to decrease in commission and
transportation expenses.

The Group's EBITDA amounted to approximately HK$67.1
million for the year of 2016 as compared to approximately
HK$71.6 million for the last year.

The Group recorded a profit attributable to ordinary equity
holders of the Company of approximately HK$23.4 million for
the year of 2016 as compared to approximately HK$42.4 million
for the last year.

Other income and gains

Our other income and gains increased by approximately HK$4.1
million, or 51.3%, to approximately HK$12.1 million for the year
ended 31 December 2016 from approximately HK$8.0 million
for the year ended 31 December 2015, primarily due to the fair
value gains on investment properties of approximately HK$8.7
million and the decrease in government grants of approximately
HK$2.2 million in 2016.

Selling and distribution expenses

Our selling and distribution expenses decreased by approximately
HK$4.8 million, or 19.0%, to approximately HK$20.5 million for
the year ended 31 December 2016 from approximately HK$25.3
million for the year ended 31 December 2015. The decrease was
primarily due to decrease in commission and transportation
expenses.
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Management Discussion and Analysis

BEENWER DM

General and administrative expenses

Our general and administrative expenses slightly decreased by
approximately HK$0.4 million, or 0.6%, to approximately
HK$72.1 million for the year ended 31 December 2016 from
approximately HK$72.5 million for the year ended 31 December
2015. The decrease was primarily due to decrease in legal and
professional fees and reversal of impairment of trade receivables.

Other expenses

Our other expenses increased by approximately HK$0.8 million,
or 133.3%, to approximately HK$1.4 million for the year ended
31 December 2016 from approximately HK$0.6 million for the
year ended 31 December 2015.

Finance costs

Our finance costs increased by approximately HK$3.5 million, or
87.5%, to approximately HK$7.5 million for the year ended 31
December 2016 from approximately HK$4.0 million for the year
ended 31 December 2015. The increase was primarily due to an
interest of approximately HK$2.5 million being capitalised for the
year ended 31 December 2015.

Profit attributable to ordinary equity holders of the
Company

The Group recorded a profit attributable to ordinary equity
holders of the Company of approximately HK$23.4 million for
the year ended 31 December 2016 compared to approximately
HK$42.4 million for the year ended 31 December 2015,
representing a decrease of approximately 44.8%. The decrease
of profit attributable to ordinary equity holders of the Company
was mainly due to the decrease in gross profit of approximately
HK$24.2 million.

Property, plant and equipment

The net carrying amount as at 31 December 2016 was
approximately HK$396.5 million, representing a decrease of
approximately HK$13.6 million from that of 31 December 2015.
This was mainly due to the increase in accumulated depreciation
of approximately HK$17.3 million.

Trade and bills receivables

There was a decrease in trade and bills receivables as at 31
December 2016 of approximately HK$1.6 million as compared
to that of 31 December 2015, which was mainly due to the net
effect of the corresponding decrease of trade receivables
resulting from the drop in sales and increase of bills receivable of
longer payment terms. For further details, please refer to note 19
to the financial statements.

Trade and bills payables

There was a decrease in trade and bills payables as at 31
December 2016 of approximately HK$5.3 million as compared
to that of 31 December 2015, which was mainly due to the
decrease of trade payables caused by the drop in sales as well as
purchases. For further details, please refer to note 22 to the
financial statements.
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Bank and other borrowings

The Group had bank and other borrowings as at 31 December
2016 in the sum of approximately HK$223.4 million, which were
increased by approximately HK$17.1 million from the sum of
approximately HK$206.3 million as at 31 December 2015. The
main reason for the increase in borrowings was to finance the
internal decoration for the new factory and the purchase of new
equipment. No financial instruments were used for hedging
purposes, nor were there any foreign currency net investments
hedged by current borrowings and/or other hedging
instruments. For further details, please refer to note 24 to
financial statements.

Liquidity and financial resources

As at 31 December 2016, the Group had current assets of
approximately HK$386.7 million (2015: HK$394.3 million)
including cash and bank balances, pledged deposits and
restricted cash totalling of approximately HK$117.9 million
(2015: HK$123.6 million). As at 31 December 2016, the Group
had non-current liabilities of approximately HK$25.8 million
(2015: HK$46.4 million), and its current liabilities amounted to
approximately HK$382.3 million (2015: HK$388.4 million),
consisting mainly of payables arising in the normal course of
operations and bank borrowings for financing of new production
facilities. Accordingly, the current ratio, being the ratio of current
assets to current liabilities, was around 1.0 as at 31 December
2016 (2015: 1.0).

Gearing ratio

The gearing ratio of the Group, calculated as total borrowings
over total equity, was approximately 0.5 as at 31 December
2016 (2015: approximately 0.5).

Treasury policies

The Group has adopted a prudent financial management
approach towards its treasury policies and thus maintained a
healthy liquidity position throughout the year of 2016. The
Group strives to reduce exposure to credit risk by performing
ongoing credit assessments and evaluations of the financial
status of its customers. To manage liquidity risk, the Board
closely monitors the Group's liquidity position to ensure that the
liquidity structure of the Group’s assets, liabilities and other
commitments can meet its funding requirements from time to
time.

Foreign exchange exposure

As at 31 December 2016, we had cash and bank balances,
pledged deposits and restricted cash, trade and bills receivables,
trade and bills payables, other payables and interest-bearing
bank and other borrowings which are denominated in currencies
other than Hong Kong dollar, and consequently we have foreign
exchange exposure from translation of amount denominated in
foreign currencies as at the reporting date. During the year
ended 31 December 2016, the Group did not engage in any
derivatives activities and did not commit to any financial
instruments to hedge its foreign currency exposure.
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Capital structure

There has been no change in the capital structure of the
Company during the current and last years. The capital of the
Company is comprised of ordinary shares and capital reserves.

Capital commitments

As at 31 December 2016, capital commitments of the Group
amounted to approximately HK$9.7 million (2015: HK$23.9
million).

Dividend
The Board does not recommend the payment of a final dividend
for the year ended 31 December 2016 (2015: nil).

Information on employees

As at 31 December 2016, the Group had 936 employees (2015:
1,124 employees), including the executive Directors. Total
employee benefit expense (including Directors’ remuneration)
was approximately HK$100.1 million, as compared to
approximately HK$100.9 million for the year ended 31 December
2015. Remuneration is determined with reference to market
norms and individual employee’s performance, qualification and
experience.

On top of basic salaries, bonuses may be paid by reference to
the Group'’s performance as well as the individual’s performance.
Other staff benefits include contributions to Mandatory Provident
Fund scheme in Hong Kong, and various welfare plans including
the provision of pension funds, medical insurance and other
relevant insurance for employees of our Group.

The salaries and benefits of the Group’s employees are kept at a
competitive level and employees are rewarded on a
performance-related basis within the general framework of the
Group’s salary and bonus system, which is reviewed annually.
The Group also operates a share option scheme adopted by the
Company on 18 November 2014 (“Share Option Scheme")
where options to subscribe for shares may be granted to the
Directors and employees of the Group.

Details of the Share Option Scheme are disclosed in the section
headed “Share Option Scheme” on pages 60 to 62 of this
annual report.

The Company did not grant any share option under the Share
Option Scheme during the current and prior years. Details of
remuneration of Directors and chief executive officer and the five
highest paid individuals of the Group for the year ended 31
December 2016 are set out on note 8 and note 9 to the
consolidated financial statements.
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Significant investments held

Except for an available-for-sale investment as at 31 December
2016 (please see note 17 to the consolidated financial
statements), the Group did not hold any significant investment
in equity interest in any other company.

Future plans for material investments and capital
assets

Save as disclosed in the prospectus of the Company dated 26
November 2014, currently the Group does not have other plans
for material investments and capital assets.

Material acquisitions and disposals of subsidiaries,
associates and joint ventures

During the year ended 31 December 2016, the Group did not
have any material acquisitions and disposals of subsidiaries,
associates and joint ventures.

Charges of assets

As at 31 December 2016, certain assets of the Group as set out
below were charged to secure banking facilities granted to the
Group:

(i)  the Group's leasehold land and buildings, construction in
progress and investment property with an aggregate net
carrying amount of approximately HK$183.2 million (2015:
HK$242.3 million).

(i)  the Group's leasehold lands situated in Mainland China,
which are classified as prepaid land lease payments with a
carrying amount of approximately HK$5.2 million (2015:
HK$5.8 million).

(i)  pledged deposits with banks amounting to approximately
HK$34.4 million (2015: HK$21.1 million).

Contingent liabilities
The Group had no material contingent liabilities as at 31
December 2016 (2015: nil).

FEZEARE

BR-ZZE—ARFT-A=+—HZ BAIHLBERE
(F2HARAMBIRERME17) I REBEL ERER
Hib R AR A EMEARBRERE -

ERREREFEE Z ARG E

BRARARBHA-_FT—MET—A-_F+RNAZAK
BRAEEIN AEREENYEEMERRERER
BERTE -

EAWBEREEHRELR

HE T RE+-_A=+—BIFE ~EFELE
FRIEAKEREEHBAT  BERATRA L
£IH o

BEEEA
RZZ-—RF+A=1T—H0 TXAHLEENE
MEECDET  FRASERRBITRENER

() AEBEHELHNET ERIERKREDE -

223BHEBIT) °

(i) AEERTEAMNEER  DBRESTEN LM
HEFE  REAEHNAS2AEETL(—E—1
F:58HBBIL) °

(i BEMFERITNEFEROEML4BEST(ZE
—AE 21N EEBT) ©

HREE
AEBR-_ZT—AF+_A=t+—BUWEEIAE RN
RAB(ZF—0F 8-

REKEEZERARAR
F£ 3% 2016

15



Directors and Senior Management Profile

EENEAREEEEE

DIRECTORS

Our Board is responsible and has general powers for the
management and conduct of the business. The following table
sets forth information regarding members of the Board as at the
date of this report:

HZE
EESARXBNEERKE YL ER T EEE
A TREFINABREEREBESTERNENER ¢

Name Appointment Date Resignation Date Age
HE ZEBH B E B FiR
Executive Directors

HITES

Mr. Chan Wing Yin 8 July 2014 - 67
PRECEE Sk 4 —ZT—mWE+ANR

Mrs. Chan Yung 8 July 2014 = 67
PREZ L —Z-MELANR

Mr. Chan Yan Kwong 8 July 2014 - 38
BREE L& —E-mEEANR

Mr. Chan Yan Wing 8 July 2014 - 37
BRE K ST A —ZE-MmE+ANHE

Independent Non-executive Directors

BYFHTES

Mr. Chung Yuk Ming 18 November 2014 - 69
ERHRALE —ZE-mE+—HA+N\R

Mr. Yeung Kam Ho 18 November 2014 30 September 2016 53
1B E & —EHOF+—A+TNR ZE-RFAA=TH

Mr. Yau Wing Yiu 18 November 2014 - 49
ERER RS —E-NF+—A+N\H

Mr. Lau Shun Chuen 30 September 2016 - 66
28z 5e 4 —E-XFENAA=TH

CHAIRMAN, EXECUTIVE DIRECTOR & CHIEF

EXECUTIVE OFFICER

Mr. Chan Wing Yin (FR$ &), aged 67, is our chairman,
executive Director and chief executive officer. He is the founder
of the Group and has participated in the management of the
Group since January 1992. Mr. Chan is the director of all our
subsidiaries. Mr. Chan is responsible for the corporate strategic
planning and overall business development of the Group. Mr.
Chan is the spouse of Mrs. Chan Yung, the father of Mr. Chan
Yan Kwong and Mr. Chan Yan Wing, all being the executive
Directors.

Before incorporation of Yan Tat (HK) Industrial Limited (“YT
Industrial”) in 1992, Mr. Chan was a sole proprietorship
conducting business under the name of Yan Tat (HK) Industrial
Co. from September 1989, which was primarily engaged in the
manufacturing of PCBs and which enabled Mr. Chan to acquire
relevant industry knowledge and accumulate relevant experience.
Mr. Chan has more than 27 years of experience in the PCB
production and sales.
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Mr. Chan currently serves as vice chairman of the Fujian
Chamber of Commerce in Shenzhen (ZYIH1EERT ), the vice
chairman of The Employers’ Federation of Shenzhen (FIIIT >
2R EEHAE) since September 2004 and currently as the
honorary president of the highest ranking members (&= &% 5l &
B E @ ER) since 2010. Mr. Chan is also currently the vice
chairman of China Printed Circuit Association (Ff BEN&LE B8 1T
¥#1E) (CPCA) since March 2010. Mr. Chan was recognised as
“Pioneer Worker” by CPCA in 2012.

Mr. Chan attended his secondary school education in Fujian
province, the PRC from 1962 to 1964.

EXECUTIVE DIRECTORS

Mrs. Chan Yung (BRE), aged 67, is our executive Director and
vice president. She has participated in the management of the
Group since September 1996. Mrs. Chan is one of the directors
of four of our subsidiaries. Mrs. Chan is responsible for
overseeing the administration, purchasing and logistics of the
Group, corporate strategic planning and overall business
development of the Group. Mrs. Chan is the spouse of Mr. Chan
Wing Yin, and the mother of Mr. Chan Yan Kwong and Mr.
Chan Yan Wing.

Mrs. Chan completed her secondary school education in Fujian
province, the PRC in June 1968.

Mr. Chan Yan Kwong (FR& ), aged 38, is our executive
Director and vice president. Mr. Chan is the son of Mr. Chan
Wing Yin and Mrs. Chan Yung, and the brother of Mr. Chan
Yan Wing. Mr. Chan is one of the directors of three of our
subsidiaries.

Mr. Chan joined our Group in April 2011 and is primarily
responsible for overseeing factory expansion, information
technology, human resources and building management of the
Group. Prior to joining our Group, Mr. Chan worked at Benoy
Limited (a private architectural firm) from June 2006 to March
2011 with his last position as a senior graphic designer where he
was responsible for coordinating project construction and
installation and architectural design.

Mr. Chan obtained a higher diploma in graphic design in Hong
Kong Technical Colleges (currently known as Hong Kong
Institute of Vocational Education) in Hong Kong in September
1999. Mr. Chan then graduated from London College of Printing
(currently known as London College of Communication) in the
United Kingdom in May 2002 and received a bachelor’s degree
of arts in Graphic and Media Design and was awarded a
professional development award in Print Production (Print
Packaging and Buying) in August 2002. He also obtained a
master’s degree in Interactive Digital Media at The University of
Sussex in the United Kingdom in November 2004. Mr. Chan has
been a member of the Youth Committee of Hong Kong Printed
Circuit Association since January 2013.
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Mr. Chan Yan Wing (BRE k), aged 37, is our executive
Director and vice president. Mr. Chan is the son of Mr. Chan
Wing Yin and Mrs. Chan Yung, and the brother of Mr. Chan
Yan Kwong. Mr. Chan is one of the directors of two of our
subsidiaries.

Mr. Chan has approximately 13 years of experience in the PCB
industry. Mr. Chan joined our Group in July 2003 and is primarily
responsible for overseeing the sales and marketing of the Group.

Mr. Chan graduated from University of London in the United
Kingdom with a bachelor’s degree of science in Management in
August 2002. In December 2016, Mr. Chan was elected as a
member of the First Session of the Shenzhen Municipal Pingshan
District Chinese People’s Political Consultative Conference and
he has been a member of the Youth Committee of Hong Kong
Printed Circuit Association since January 2013 and the vice
chairman of the Fujian Chamber of Commerce in Shenzhen (%
YT REEREE) since January 2012.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Chung Yuk Ming (8 % 8H), aged 69, was appointed as our
independent non-executive Director on 18 November 2014. Mr.
Chung has over 31 years of experience in manufacturing of
motor cars, toys, electronics and communications. Mr. Chung
has been working for L.K. Technology Holdings Limited (stock
code: 558) since February 2001 (for the period from October
2006 to March 2014, Mr. Chung served as the executive
director, where he was responsible for the strategic planning,
the finance and investment. For the period from April 2014 to
March 2016, he served as consultant. Since April 2016, he has
served as chief executive officer). From July 1988 to January
2001, Mr. Chung worked for Kader Holdings Company Limited
(stock code: 180) (a toy manufacturer) with his last position as
an executive director, where he was responsible for overseeing
all the operation of the group. From May 1986 to June 1988, he
worked as a financial controller for Wong's Electronics Co., Ltd.,
a company which is principally engaged in the manufacturing of
high-end electronics products, where he was primarily
responsible for accounting and treasury. Between April 1984 and
May 1986, Mr. Chung worked as a financial controller in
WEBCOR Telecommunication Ltd. (a telephone manufacturer)
where he was primarily responsible for accounting and the
overall management of the group. From July 1982 to March
1984, Mr. Chung served as a chief accountant in Swedish
Motors Ltd. (a sales agent of automobile) where he had the
responsibility for all financial and economic control functions in
the company.

Mr. Chung obtained a master’s degree in Business
Administration in the University of East Asia (currently known as
University of Macau) in the Macau Special Administrative Region
in May 1989. He is currently a fellow member of the Hong Kong
Institute of Directors.
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Mr. Lau Shun Chuen (£J)[E#), aged 66, was appointed as our
independent non-executive Director on 30 September 2016. He
is a retired banker. Mr. Lau has over 36 years of experience in
the banking industry in Hong Kong, China and Canada. From
August 1973 to April 1992, Mr. Lau worked at the Bank of East
Asia, Limited, holding senior positions including head of business
development, head of branch operations, head of human
resources and head of corporate communications. From August
1992 to July 1994, Mr. Lau served as the senior credit manager
at the Toronto main office of Hong Kong Bank of Canada. Since
August 1994, Mr. Lau joined Hang Seng Bank Limited (“Hang
Seng Bank"”) and was appointed as assistant general manager of
Hang Seng Bank in January 2001. He held a number of senior
positions in Hang Seng Bank including head of personal financial
services, head of retail services and sales and head of relationship
management, commercial banking. He was responsible for
commercial banking business of Hang Seng Bank in China since
November 2006 and later also its network in Northern China.
Mr. Lau acted as the deputy chief executive of Hang Seng Bank
(China) Limited before his retirement in July 2010. Mr. Lau
obtained a Bachelor of Science degree from the University of
Hong Kong in July 1973. He was a Fellow of the Chartered
Institute of Bankers and a Fellow of the Hong Kong Institute of
Bankers. From October 2010 to October 2013, he was an
independent non-executive director of Integrated Waste
Solutions Group Holdings Limited (stock code 923), a company
listed on the Main Board of the Stock Exchange.
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Mr. Yau Wing Yiu (E842#8), aged 49, was appointed as our
independent non-executive Director on 18 November 2014. Mr.
Yau has more than 24 years of working experience in the field of
finance and accounting. Mr. Yau has been a financial controller
of Prosperity Investment Holdings Limited (stock code: 310)
("Prosperity Investment”) (principally engaged in investment and
other related assets) since September 2011 and company
secretary of Prosperity Investment since June 2015, where he has
been responsible for accounting and finance and company
secretarial affairs. Prior to joining our Group and Prosperity
Investment, from July 2008 to July 2011, Mr. Yau worked for
Anxian Yuan China Holdings Limited (formerly known as China
Boon Holdings Limited and Vision Tech International Holdings
Limited, stock code: 922) (an operator of cemetery in the PRC)
as the financial controller and company secretary where he was
responsible for finance and company secretarial matters. From
July 2006 to July 2008, Mr. Yau worked for Fufeng Group
Limited (stock code: 546) (a food additive manufacturer) as the
qualified accountant, company secretary and authorised
representative. From October 2005 to June 2006, Mr. Yau
worked for Golden Eagle Retail Group Limited (stock code: 3308)
(an operator of department store) as the qualified accountant,
company secretary and authorized representative. From March
2004 to October 2005, Mr. Yau worked for Changchun Da Xing
Pharmaceutical Company Limited (a manufacturer of
pharmaceutical products) as the qualified accountant, company
secretary and authorised representative. From February 2003 to
December 2003, Mr. Yau worked as the qualified accountant
and company secretary in Natural Pharmatech (Jilin, the PRC)
Co., Ltd (a manufacturer of pharmaceutical products) where he
was responsible for accounting and company secretarial matters
of Hong Kong. Between August 2001 and November 2002, Mr.
Yau worked as a manager in Horwath Hong Kong CPA Limited.
From July 1998 to February 2000, Mr. Yau worked as an audit
manager in Moores Rowland, a certified public accountants’
firm. From July 1997 to July 1998, Mr. Yau worked as an
assistant manager in KPMG Peat Marwick (a certified public
accountants’ firm). From March 1995 to May 1997, Mr. Yau
worked for Moores Rowland with his last position as an audit
supervisor. From September 1994 to February 1995, Mr. Yau
worked in Logic Office Supplies Ltd., a company which is
principally engaged in office furniture manufacturing with his
last position as an accountant. From September 1992 to
September 1994, Mr. Yau joined KPMG Peat Marwick with his
last position as a senior accountant. From October 1987 to
September 1989, Mr. Yau worked for KPMG Peat Marwick with
his last position as an accountant.

Mr. Yau graduated from the Hong Kong Polytechnic University
in Hong Kong in October 1992 with a bachelor’s degree of arts
in Accountancy. Mr. Yau has been an associate of the Hong
Kong Institute of Certified Public Accountants and a fellow of
the Association of Chartered Certified Accountants since April
1994 and March 2000 respectively.
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Directors and Senior Management Profile

EENEAREEEEE

SENIOR MANAGEMENT

Our executive Directors and senior management are responsible
for the day-to-day management of our business. The following
table sets out certain information concerning our senior
management as at the date of this report:

=NEEE
HTEEREREEEARAELBEE - TRES
RARE AHANBRERE 2 ETER -

Name Age Positions within the Company

e Fie REQFZBMA

Mr. Lai Hau Yin 49  Chief financial officer and company secretary
REB S 4 BEMGEERARME

Mr. Leung Siu Yat 52  Vice president

RVBRESE Blax

Mr. Ho David Pei Yen 61  Vice president

BIEETE BIAAE

Mr. Lai Hau Yin (32Z£E), aged 49, was appointed as our chief
financial officer in March 2014 and our company secretary in
August 2014, and is mainly responsible for overseeing the
financial planning, accounting and company secretarial affairs of
our Group. Mr. Lai has more than 24 years of experience in the
areas of audit and accounting. Prior to joining our Group, Mr.
Lai worked for Integrated Waste Solutions Group Holdings
Limited (stock code: 923), which is principally engaged in waste
recycling and waste solutions providers business, from May 2012
to September 2013 with his last position as an executive director
and chief financial officer, where he was primarily responsible for
the financial and accounting matters of the group. From June
2008 to July 2010, Mr. Lai served as the group financial
controller and company secretary of Zhongsheng Group Holdings
Limited (stock code: 881) (automobile dealership business),
where he was primarily responsible for the financial reporting
and company secretarial matters of the group. From September
2002 to October 2007, he was the group financial controller in
L.K. Technology Holdings Limited (stock code: 558), which is
principally engaged in design and manufacture of die casting
machine where he was primarily responsible for accounting and
company secretarial matters of the group. From February 2001
to June 2002, he was a project controller of Carry Wealth
Holdings Limited (stock code: 643) (a garment manufacturer),
where he was primarily responsible for the accounting and
financial planning of the company. From March 1997 to January
2001, Mr. Lai worked for Kaiser Group Holdings Limited (a
leather garment manufacturer) with his last position as the
financial controller where he was mainly responsible for the
finance of the group both in Hong Kong and the PRC. From
March 1993 to March 1997, Mr. Lai worked for Chiu and Poon
(a certified public accountants’ firm) with his last position as the
audit supervisor where he was mainly responsible for auditing.
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Mr. Lai is a fellow member of the Hong Kong Institute of
Certified Public Accountants since February 2009, a certified
practise accountant of the Australian Society of Certified
Practising Accountants since September 1996 and a certified tax
adviser of the Taxation Institute of Hong Kong since January
2014.

Mr. Lai obtained a bachelor’s degree in Business from Deakin
University of Australia in Australia in December 1992, a master’s
degree in Business Administration from West Coast Institute of
Management & Technology in Australia in May 2000 (long
distance learning course).

Mr. Leung Siu Yat (2>#), aged 52, first joined our Group as
a production manager and the vice president in November 2004,
and is mainly responsible for supervising and management of the
PCB factory production of our Group. Mr. Leung has over 27
years of experience in the PCB industry. Prior to joining our
Group, Mr. Leung worked for Ellington (Guangdong) Electronics
Technology Company Limited (a PCB manufacturer) as a deputy
general manager of a manufacturing factory from August 2000
to September 2004. From January 1997 to July 2000, he worked
for Kalex Printed Circuit Board Ltd. (a PCB manufacturer) with his
last position as an assistant production manager. From March
1986 to January 1997, Mr. Leung worked for Kalex Circuit Board
(Hong Kong) Ltd., a PCB manufacturer, as a production
superintendent. Mr. Leung was mainly responsible for overseeing
the factory operation and supervising the production staff in
these past positions. Mr. Leung completed his secondary school
education in Guangdong province, the PRC in July 1981.

Mr. Ho David Pei Yen (1% ), aged 61, was appointed as our
vice president in January 2004 and is mainly responsible for long-
term departmental planning and overseeing the daily operation
of the sales, quality assurance and research & development
departments of our Group. Mr. Ho has over 20 years of
experience in the PCB industry. Prior to joining our Group, Mr.
Ho worked for Enigma Interconnect Corp. (formerly known as
Circuit Graphics Ltd, a PCB manufacturer) in Canada with his last
position as president from 1993 to 2002, where he was mainly
responsible for implementing new technology in PCB production
and business development.

Mr. Ho obtained a diploma of technology in mechanical
technology from British Columbia Institute of Technology,
Canada in June 1980. Mr. Ho was accredited as an associate
member of the Society of Engineering Technologists of British
Columbia in Canada in June 1980.

Mr. Lai Hau Yin (322 ) has been the chief financial officer
and the company secretary of our Company since March 2014
and August 2014, respectively. His biographical details are set
out in the above section headed “Directors and Senior
Management Profile — Senior Management”.
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CORPORATE GOVERNANCE PRACTICES

Adapting and adhering to recognised standards of corporate
governance principles and practices has always been one of the
top priorities of the Company. The Board believes that good
corporate governance is one of the areas that lead to the success
of the Company and in balancing the interests of shareholders,
customers and employees, and the Board is devoted to ongoing
enhancements of the efficiency and effectiveness of such
principles and practices.

From 1 January 2016 up to the date of this annual report, the
Company had complied with the code provisions (“Code
Provisions”) set out in the Corporate Governance Code
contained in Appendix 14 to the Rules Governing the Listing of
Securities on the Stock Exchange (the “Listing Rules”), except
code provision A.2.1 as more particularly described below.

Pursuant to code provision A.2.1 of the Corporate Governance
Code set out in Appendix 14 of the Listing Rules, the
responsibilities between the chairman and the chief executive
officer should be segregated and should not be performed by
the same individual. However, we do not have a separate
chairman and chief executive officer and Mr. Chan Wing Yin
currently performs these two roles. The Board believes that
vesting the roles of both chairman and chief executive officer in
the same person has the benefit of ensuring consistent
leadership within the Group and enables more effective and
efficient overall strategic planning for the Group. The Board
considers that the balance of power and authority for the
present arrangement will not be impaired and this structure will
enable the Company to make and implement decisions promptly
and effectively. The Board will continue to review and consider
splitting the roles of chairman of the Board and chief executive
officer of the Company at a time when it is appropriate and
suitable by taking into account the circumstances of the Group
as a whole.

CODE OF CONDUCT FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Company has adopted a code of conduct regarding
securities transactions by Directors on terms no less exacting
than the required standard of dealings of the Model Code for
Securities Transaction by Directors of Listed Issuers (the “Model
Code") as set out in Appendix 10 of the Listing Rules. Having
made specific enquiries to all the Directors, the Company was
not aware of any non-compliance with the required standard of
dealings set out in the Model Code and its code of conduct
regarding securities transactions by Directors during the year
ended 31 December 2016.

TEERER
EANRETERERRARERAZ ARBEE-—ERA
AAREBERAZ - EFERERHINEEELE
SIRARBERKIN EFERER - EFAREE 2
MNEARECREZ — EEEBRNNBERNEZEFR
AR ERZRERBBIE -

H-ZE—A"F—A-—HEEERFHRAY AR —
BETIHERNEAHARZMARAREZ EMRA
(T Em AR K 8%+ O e R ER T I E 2 57 R
i3 (TsFRIERIC) - HE SRR ST RIRXE A2.1 iR
BRI o

BIE BT R BUM 8%+ 00 prdk 2 2 EA ST I ST RE
XEA2 MG TRETHREASHNBEREGRED © T
FER— AZRME o A B ERED EFETRAE
BEARABEAERIZMEAR EFEEHE 0 &
B—ARTEERTREAZNAER  TJHREAEER
HEEEM B FAEENEBRBAEEFUL
FAMR - BFEERE BITLHETSFEHEMERE
FETIE - I RB R EAR TRIE N A IR MR
BRE -EESHEEETRY  USEFRAEE
BEENEEENEE NS BRREEESSTRFEN
NATHBHNAGOH -

ESETESRBEZITATH

ARBERMA—EEFETEFRZZITRTH B
RARTBER LR RIS+ F# LR TAERET
EHRXH 2 BETR([RESTR ) 2 REXHRE
RAMBEFARERR  ARAERL T HABNE
E-F-ANF+ZA=1T—BLFEARN  BEATH
BIHNBEETRIZRERFEENEEEETES
RHZITRSTR

[

REKEEZERARAR
F£ 3% 2016

23



Corporate Governance Report
TEER®RE

THE BOARD OF DIRECTORS

Composition

The Board currently comprises seven Directors, four of which are
executive Directors, and three are independent non-executive
Directors. The composition of the Board is as follows:

Executive Directors:

Mr. Chan Wing Yin (Chairman)
Mrs. Chan Yung

Mr. Chan Yan Kwong

Mr. Chan Yan Wing

Independent Non-executive Directors:

Mr. Chung Yuk Ming

Mr. Yeung Kam Ho (Resigned on 30 September 2016)
Mr. Yau Wing Yiu

Mr. Lau Shun Chuen (Appointed on 30 September 2016)

From 1 January 2016 and up to the date of this annual report,
there were some changes in the composition of the Board as
disclosed above.

Mr. Chan Wing Yin is the spouse of Mrs. Chan Yung. They are
the parents of Mr. Chan Yan Kwong and Mr. Chan Yan Wing,
all being the executive Directors.

The biographical details of each Director are set out in the
section “Directors and Senior Management Profile” on pages 16
to 22.

ATTENDANCE OF DIRECTORS AT VARIOUS
MEETINGS

Details of the attendance of individual Directors at Board
meetings, committee meetings and shareholder meetings held
during the year ended 31 December 2016 are as follows:
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Directors’ Attendance Attended/Held

EESHERYBTRY
Annual
Board Audit Remuneration Nomination General
Meetings Committee Committee Committee Meeting
#xg EiEES FMZzES REZEE RRBEEAE
Executive Directors HITES
Mr. Chan Wing Yin (Chairman) REBEE(FRE) 77 N/ATE A N/ATER N/ATE A 11
Mrs. Chan Yung MREZ L 717 N/ATER N/A7RiE N/ATER 0/1
Mr. Chan Yan Kwong e e 717 N/A i B 2/2 212 on
Mr. Chan Yan Wing BREKEAE 77 212 212 22 11
Independent Non-executive Directors BIUFHTES
Mr. Chung Yuk Ming EEMTE 717 212 2/2 2/2 7
Mr. Yeung Kam Ho R SEE 6/7 212 212 212 11
Mr. Yau Wing Yiu ERSR R A4 77 2/2 212 22 11
Mr. Lau Shun Chuen* 2B e 177 0/2 0/2 0/2 01
2 There was only one board meeting was held and no committee meeting # BREREERETARNRRES  RART—RESSSH

and shareholder meeting has been held since Mr. Lau Shun Chuen was
appointed as our Company director.
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BOARD MEETINGS

The Board is scheduled to meet regularly at least four times a
year at approximately quarterly intervals, to discuss the overall
strategy as well as the operational and financial performance of
the Company. Other Board meetings will be held when
necessary. Such Board meetings involve the active participation,
either in person or through other electronic means of
communication, of a majority of Directors. For the year ended 31
December 2016, seven Board meetings were held.

Appropriate notices are given to all Directors in advance for
attending regular and other Board meetings. Meeting agendas
and other relevant information are provided to the Directors in
advance of Board meetings. All Directors are consulted to include
additional matters in the agenda for Board meetings.

Directors have access to the advice and services of the company
secretary with a view to ensuring that Board procedures, and all
applicable rules and regulations, are followed.

Both draft and final versions of the minutes are sent to all
Directors for their comment and records. Minutes of Board
meetings are kept by the company secretary and such minutes
are open for inspection at any reasonable time on reasonable
prior notice by any Director.

GENERAL MEETINGS
For the year ended 31 December 2016, one general meeting
was held.
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The Board is primarily responsible for overseeing and managing
the Company’s affairs, including the responsibilities for the
adoption of long-term strategies and appointing and supervising
senior management to ensure that the operation of the Group is
conducted in accordance with the objective of the Group. The
Board is also responsible for determining the Company’s
corporate governance policies which include: (i) to develop and
review the Company’s policies and practices on corporate
governance; (ii) to review and monitor the training and
continuous professional development of Directors and senior
management; (iii) to review and monitor the Company’s policies
and practices on compliance with legal and regulatory
requirements; (iv) to review and monitor the code of conduct
and compliance manual (if any) applicable to employees and
Directors; and (v) to review the Company’s disclosure in the
Corporate Governance Report.

While at all times the Board retains full responsibility for guiding
and monitoring the Company in discharging its duties, certain
responsibilities are delegated to various Board committees which
have been established by the Board to deal with different aspects
of the Company’s affairs. Unless otherwise specified in their
respective written terms of reference as approved by the Board,
these Board committees are governed by the Company’s articles
of association as well as the Board's policies and practices (in so
far as the same are not in conflict with the provisions contained
in the articles of association). With the new composition of
members of the nomination committee, the remuneration
committee and the audit committee, the independent non-
executive Directors will be able to effectively devote their time to
perform the duties required by the respective Board committees.

The Board has also delegated the responsibility of implementing
its strategies and the day-to-day operation to the management
of the Company under the leadership of the executive Directors.
Clear guidance has been made as to the matters that should be
reserved to the Board for its decision which include matters on,
inter alia, capital, finance and financial reporting, risk
management and internal controls, communication with
shareholders, Board membership, delegation of authority and
corporate governance.

The Board acknowledges its responsibility for the preparation of
the financial statements which give a true and fair view of the
state of affairs of the Group. The financial statements set out on
pages 75 to 160 were prepared on the basis set out in note 2.1
to the consolidated financial statements. Financial results of the
Group are announced in a timely manner in accordance with
statutory and/or regulatory requirements. The declaration of
reporting responsibility issued by the external auditors of the
Company on the Company’s financial statements is set out in
the Independent Auditor’s Report on pages 69 to 74.

There is no non-compliance with rules 3.10(1), (2) and 3.10A of
the Listing Rules.
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CONFIRMATION OF INDEPENDENCE

Each of the independent non-executive Directors has made an
annual confirmation of independence pursuant to Rule 3.13 of
the Listing Rules. The Company is of the view that all
independent non-executive Directors meet the independence
guidelines set out in Rule 3.13 of the Listing Rules and are
independent in accordance with the terms of the guidelines.

CONTINUOUS PROFESSIONAL DEVELOPMENT
During the year ended 31 December 2016, all Directors have
been given relevant guideline materials and attended a training
regarding the duties and responsibilities of being a Director, the
relevant laws and regulations applicable to the Directors, duty of
disclosure of interest and business of the Group. Such induction
materials and briefings will also be provided to newly appointed
Directors shortly upon their appointment as Directors.
Continuing briefings and professional development to Directors
will be arranged whenever necessary.

All Directors have provided record of training attendance, and
the Company will continue to arrange and/or fund the training
in accordance with the Code Provisions.

During the year, all Directors pursued continuous professional
development, and relevant details are set out below:

Name of Directors

B R
EBUIFRTEECRELMRRNEIBIFIELFE
BIUER NARRREVBUIFNTEFTHFE L
mARRE 33 RMABBLIES] - ARBIESI ZIGXE
BB -
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FanT

Types of training

EEHE EER
Executive Directors HITES
Mr. Chan Wing Yin PRECE Se 4 A, B
Mrs. Chan Yung PREZ+ A, B
Mr. Chan Yan Kwong BRE A A B
Mr. Chan Yan Wing B ELoK S A A B
Independent Non-executive Directors BYFHTES
Mr. Chung Yuk Ming ERALLE A B
Mr. Yeung Kam Ho TR S A

(Resigned on 30 September 2016) (RZZE—RFENLA=THEEE) B
Mr. Yau Wing Yiu ERER R ST 4 A, B
Mr. Lau Shun Chuen 2B % A4

(Appointed on 30 September 2016) (R=ZB—RENA=THZME) A, B

Remarks:
A — Attending conferences/forums/seminars
B — Reading journals/updates/articles/materials
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CHAIRMAN AND CHIEF EXECUTIVE OFFICER
Pursuant to code provision A.2.1 of the Corporate Governance
Code set out in Appendix 14 of the Listing Rules, the
responsibilities between the chairman and the chief executive
officer should be segregated and should not be performed by
the same individual. However, we do not have a separate
chairman and chief executive officer and Mr. Chan Wing Yin
currently performs these two roles. The Board believes that
vesting the roles of both chairman and chief executive officer in
the same person has the benefit of ensuring consistent
leadership within our Group and enables more effective and
efficient overall strategic planning for our Group. The Board
considers this structure will enable our Company to make and
implement decisions promptly and effectively. The Board believes
that the balance of power and authority is adequately ensured
by the operation of the Board, which comprises experienced and
high calibre individuals with a sufficient number thereof being
independent non-executive Directors.

APPOINTMENT, RE-ELECTION AND REMOVAL
Each of the executive Directors has entered into a service
contract with the Company and each of the independent non-
executive Directors has signed a letter of appointment with the
Company. Such term is for an initial term of three years
commencing from the Listing Date (except for Mr. Lau Shun
Chuen, whose term is for three years commencing from his date
of appointment), subject to re-election.

In accordance with the articles of association of the Company, at
each annual general meeting (“AGM") one third of the Directors
for the time being shall retire from office by rotation. However,
if the number of Directors is not a multiple of three, then the
number nearest to but not less than one third shall be the name
of retiring Directors. The Directors who shall retire in each year
will be those who have been longest in the office since their last
re-election or appointment but as between persons who become
or were last re-elected Directors on the same day those to retire
will (unless they otherwise agree among themselves) be
determined by the Company. Such retiring Directors may, being
eligible, offer themselves for re-election at the AGM. All Directors
appointed by the Board to fill a casual vacancy shall hold office
until the first general meeting of shareholders after their
appointment and be subject to re-election at such meeting and
all Directors appointed by the Board as an addition to the
existing Board shall hold office only until the next following
AGM and shall then be eligible for re-election.
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The Company established a nomination committee pursuant to a
resolution of the Directors on 18 November 2014 with written
terms of reference in compliance with the Code Provisions. Its
terms of reference are available on the websites of the Company
and the Stock Exchange.

The primary duties of the nomination committee are to review
the structure, size and composition of the Board on regular
basis; identify individuals suitably qualified to become Board
members; assess the independence of independent non-
Executive Directors; and make recommendations to the Board on
relevant matters relating to the appointment or re-appointment
of Directors. The nomination committee comprises three
independent non-executive Directors, namely Mr. Lau Shun
Chuen (Chairman), Mr. Chung Yuk Ming and Mr. Yau Wing Yiu
and two executive Directors, namely Mr. Chan Yan Kwong and
Mr. Chan Yan Wing.

For year under review, the Nomination Committee held two
meetings, in which it reviewed the structure of the Board and
recommended to the Board for reappointment of all directors at
the forthcoming annual general meeting. The Nomination
Committee also determined the criteria of its board diversity
policy (the “Board Diversity Policy”).

When identifying suitable candidates for directorship, the
nomination committee will carry out the selection process by
making reference to the skills, experience, education
background, professional knowledge, personal integrity and time
commitments of the proposed candidates, and also the
Company’s needs and other relevant statutory requirements and
regulations required for the positions. All candidates must be
able to meet the standards as set forth in Rules 3.08 and 3.09 of
the Listing Rules. A candidate who is to be appointed as an
independent non-executive Director should also meet the
independence criteria set out in Rule 3.13 of the Listing Rules.
Qualified candidates will then be recommended to the Board for
approval.

To enhance the quality of the performance of the Board and to
achieve diversity on the Board, the Board adopted on 18
November 2014 its Board Diversity Policy, pursuant to which (i)
differences in the skills, regional and industry experience,
background, race, gender and other qualities of Directors will be
taken into account in determining the optimum composition of
the Board; and (ii) all Board appointments will be based on merit
while taking into account diversity (including gender diversity).
For the purpose of implementation of the Board Diversity Policy,
the following measurable objectives were adopted:

(A) at least one-third of the members of the Board shall be
independent non-executive directors;

(B) at least one of the members of the Board shall have
obtained accounting or other professional qualifications;
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(C) atleast 70% of the members of the Board shall have more
than seven years of experience in the industry he/she is
specialised in; and

(D) at least two of the members of the Board shall have China-
related work experience.

For the year ended 31 December 2016, the Board has fulfilled
the measurable objectives of the Board Diversity Policy.

REMUNERATION COMMITTEE

The Company established a remuneration committee pursuant
to a resolution of the Directors passed on 18 November 2014
with written terms of reference in compliance with Rule 3.25
and Rule 3.26 of the Listing Rules. The written terms of reference
of the remuneration committee was adopted in compliance with
the Code Provisions. Its terms of reference are available on the
websites of the Company and the Stock Exchange.

The primary duties of the remuneration committee are to make
recommendation to the Board on the overall remuneration policy
and structure relating to all Directors and senior management of
the Group and ensure none of the Directors determine their own
remuneration. The emoluments of executive Directors are
determined based on the skills, knowledge, individual
performance as well as contributions, the scope of responsibility
and accountability of such Directors, taking into consideration of
the Company’s performance and prevailing market conditions.
The remuneration policy of independent non-executive Directors
is to ensure that the independent non-executive Directors are
adequately compensated for their efforts and time dedicated to
the Company'’s affairs including their participation in respective
Board committees. The emoluments of independent non-
executive Directors are determined with reference to their skills,
experience, knowledge, duties and market trends. As at the date
of this annual report, the remuneration committee consists of
three independent non-executive Directors namely Mr. Chung
Yuk Ming (Chairman), Mr. Lau Shun Chuen and Mr. Yau Wing
Yiu and two executive Directors, namely Mr. Chan Yan Kwong
and Mr. Chan Yan Wing.

Details of remuneration of Directors and chief executive are set
out in note 8 to the consolidated financial statements.
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Pursuant to code provision B.1.5 of the Corporate Governance
Code set out in Appendix 14 of the Listing Rules, the annual
remuneration of the members of the senior management by
band for the year ended 31 December 2016 is set out below:

Remuneration band

HEE

BRI _E TR AIM 8- PU ATl 2 b E &R 5T AR ST BIE
XEBISE  HE_T—RF+_A=+—HLEFE
SREBEERBIRENEE D 2 FEHIETIWT ¢

Number of
Individual

AB

Nil to HK$1,000,000

HK$1,000,001 to HK$1,500,000
HK$1,500,001 to HK$2,000,000
HK$2,000,001 to HK$2,500,000
HK$2,500,001 to HK$3,000,000
HK$3,000,001 to HK$3,500,000
HK$3,500,001 to HK$4,000,000

During the year under review, the Remuneration Committee
held two meetings in which it assessed the performance and
reviewed the remuneration package of the directors and senior
management.

The Company established an audit committee pursuant to a
resolution of the Director passed on 18 November 2014 with
written terms of reference in compliance with Rule 3.21 and
Rule 3.22 of the Listing Rules. The written terms of reference of
the audit committee was adopted in compliance with the Code
Provisions. Its terms of reference are available on the websites of
the Company and the Stock Exchange.

The primary duties of the audit committee, among other things,
are to make recommendation to the Board on the appointment,
re-appointment and removal of external auditor, review the
financial statements and material advice in respect of financial
reporting and oversees risk management and internal control
procedures of the Company. As at the date of this annual report,
the audit committee consists of three independent non-executive
Directors, namely Mr. Yau Wing Yiu (Chairman), Mr. Lau Shun
Chuen and Mr. Chung Yuk Ming.

During the year and up to the date of this annual report, the
Audit Committee members met twice with the external auditors
and the Group’s senior management to discuss and review,
among other things, the following matters:

(@)  the annual results for the year ended 31 December 2016
and the interim results for the six-month ended 30 June
2016 to ensure the full, complete and accurate disclosure
in the aforesaid financial statements pursuant to the
accounting standards and other legal requirements for
presenting the same to the Board for approval;
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(b)  the term and remuneration for the appointment of Ernst &
Young as external auditors to perform the audit of final
results for the year ended 31 December 2016 and the
review on the interim results for the six months ended 30
June 2016;

(c) the independence of the external auditors especially for
those non-audit services;

(d) the continuing connected transactions of the Group;

(e) the overall effectiveness of risk management and internal
controls;

(f)  the overall effectiveness of its internal audit function; and

(9) the adequacy of resources, qualifications and experience of
staff and the accounting and financial reporting matters
and their training programmes and budget.

The Audit Committee is satisfied with, inter alia, the audit fees,
effectiveness of the audit process, independence and objectivity
of the external auditors and has recommended to the Board the
re-appointment of Ernst & Young as the Company’s external
auditors for the ensuing year at the forthcoming annual general
meeting of the Company.

During the period from the Listing Date to the date of this
annual report, the Board has not taken a different view from the
audit committee on the selection, appointment, resignation or
dismissal of external auditors.

AUDITOR’S REMUNERATION

During the year, the Company engaged Ernst & Young as the
external auditors. Apart from providing audit services, Ernst &
Young also provided non-audit services in connection with the
taxation service. The fees in respect of audit and non-audit
services provided by Ernst & Young for the year ended 31
December 2016 approximately amounted to HK$1,325,000 and
HK$443,000, respectively.

The reporting responsibilities of Ernst & Young are set out in the
Independent Auditor’s Report on pages 69 to 74.

COMPANY SECRETARY

Mr. Lai Hau Yin being our company secretary is primarily
responsible for the company secretarial work of our Group. Mr.
Lai is also our Company’s chief financial officer. The Company
confirms that Mr. Lai has for the year in 2016 attended no less
than 15 hours of relevant professional training.
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RISK MANAGEMENT AND INTERNAL CONTROL
During the year, the Group has complied with Principle C.2 of
the Corporate Governance Code by establishing appropriate and
effective risk management and internal control systems.
Management is responsible for the design, implementation and
monitoring of such systems, while the Board oversees
management in performing its duties on an ongoing basis. Main
features of the risk management and internal control systems are
described in the sections below:

Risk Management System
The Group adopts a risk management system which manages
the risk associated with its business and operations. The system
comprises the following phases:

o Identification: Identify ownership of risks, business
objectives and risks that could affect the achievement of
objectives.

o Evaluation: Analyze the likelihood and impact of risks and
evaluate the risk portfolio accordingly.

o Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitor the
residual risks.

The management assesses the potential risks faced by the Group
from time to time, which is also evaluated annually by a
professional institute engaged by the Group. This year's
evaluation covered the period from 1 January 2016 to 31
December 2016.

Based on the risk assessments conducted in 2016, no significant
risk was identified.

Internal Control System

The Company has in place an internal control system which is
compatible with the Committee of Sponsoring Organizations of
the Treadway Commission (“COSO") 2013 framework. The
framework enables the Group to achieve objectives regarding
effectiveness and efficiency of operations, reliability of financial
reporting and compliance with applicable laws and regulations.
The components of the framework are shown as follow:

o Control Environment: A set of standards, processes and
structures that provide the basis for carrying out internal
control across the Group.

o Risk Assessment: A dynamic and iterative process for
identifying and analyzing risks to achieve the Group’s
objectives, forming a basis for determining how risks
should be managed.

o Control Activities: Action established by policies and
procedures to help ensure that management directives to
mitigate risks to the achievement of objectives are carried
out.
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o Information and Communication: Internal and external
communication to provide the Group with the information
needed to carry out day-to-day controls.

o Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present
and functioning.

In order to enhance the Group’s system of handling inside
information, and to ensure the truthfulness, accuracy,
completeness and timeliness of its public disclosures, the Group
also adopts and implements an inside information policy and
procedures. Certain reasonable measures have been taken from
time to time to ensure that proper safeguards exist to prevent a
breach of a disclosure requirement in relation to the Group,
which include:

o The access of information is restricted to a limited number
of employees on a need-to-know basis. Employees who
are in possession of inside information are fully conversant
with their obligations to preserve confidentiality.

o Confidentiality agreements are in place when the Group
enters into significant negotiations.

o The Executive Directors are designated persons who speak
on behalf of the Company when communicating with
external parties such as the media, analysts or investors.

The management assess the internal control system of the Group
from time to time, which is also evaluated annually by a
professional institution engaged by the Group. The professional
institution has completed the evaluation for the period from 1
January 2016 to 31 December 2016. Based on the internal
control reviews conducted in 2016, no significant control
deficiency was identified.

Internal Auditors

The Group has an Internal Audit (“IA") function, which is
consisted of professional staff with relevant expertise. The IA
function is independent of the Group’s daily operation and
carries out appraisal of the risk management and internal control
systems by conducting interviews, walkthroughs and tests of
operating effectiveness.

An |A plan has been approved by the Board. According to the
established plan, review of the risk management and internal
control systems is conducted annually and the results are
reported to the Board via Audit Committee afterwards.
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Effectiveness of the Risk Management and Internal
Control Systems

The Board is responsible for the risk management and internal
control systems of the Group and ensuring review of the
effectiveness of these systems has been conducted annually.
Several areas have been considered during the Board’s review,
which include but not limited to (i) the changes in the nature
and extent of significant risks since the last annual review, and
the Group’s ability to respond to changes in its business and the
external environment (ii) the scope and quality of management’s
ongoing monitoring of risks and of the internal control systems.

The Board, through its review and the review made by IA
function and Audit Committee, concluded that the risk
management and internal control systems were effective and
adequate. Such systems, however, are designed to manage
rather than eliminate the risk of failure to achieve business
objectives, and can only provide reasonable and not absolute
assurance against material misstatement or loss. It is also
considered that the resources, staff qualifications and experience
of relevant staff were adequate and the training programs and
budget provided were sufficient.

SHAREHOLDERS’ RIGHTS

The following procedures for shareholders of the Company to
convene an extraordinary general meeting (“EGM") of the
Company are prepared in accordance with the articles of
association as follows:

(1) One or more shareholders holding, at the date of deposit
of the requisition, not less than one tenth of the paid up
capital of the Company having the right of voting at
general meetings, shall have the right, by written notice, to
require an EGM to be called by the Directors of the
Company for the transaction of any business specified in
such requisition.

(2)  Such requisition shall be made in writing to the Board or
the company secretary of the Company at the following:

Principal place of business of the Company in Hong Kong

Address: Room 809-810, Kwong Sang Hong Centre,
151-153 Hoi Bun Road,
Kwun Tong, Kowloon, Hong Kong

Email: ir@yantat.com

Attention: Mr. Lai Hau Yin

Registered office of the Company

Address: Room 809-810, Kwong Sang Hong Centre,
151-153 Hoi Bun Road,
Kwun Tong, Kowloon, Hong Kong
Attention: Mr. Lai Hau Yin

(3)  The EGM shall be held within two months after the deposit
of such requisition.
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(4) If within 21 days of such deposit, the Board fails to
proceed to convene such meeting, the requisitionist(s)
himself (themselves) may do so in the same manner, and
all reasonable expenses incurred by the requisitionist(s) as a
result of the failure of the Board shall be reimbursed to the
requisitionist(s) by the Company.

For matters in relation to the Board, the shareholders can contact
the Company at the following:

By post to the Company’s headquarter in Hong Kong
By email to ir@yantat.com

To put forward proposals at a general meeting of the Company,
a shareholder should lodge a written notice of his or her
proposal (“Proposal”) with his or her detailed contact
information at the Company’s principal place of business in
Hong Kong.

The request will be verified with the Company’s branch share
registrars in Hong Kong and upon their confirmation that the
request is proper and in order, the Board will be asked to include
the Proposal in the agenda for the general meeting.

The notice period to be given to all the shareholders for
consideration of the Proposal raised by the shareholder
concerned at the general meeting varies according to the nature
of the Proposal as follows:

(1) At least 14 days’ notice in writing if the Proposal requires
approval by way of ordinary resolution of the Company.

(2) At least 21 days’ notice in writing if the Proposal requires
approval by way of a special resolution of the Company in
an EGM of the Company or an ordinary resolution of the
Company in an annual general meeting of the Company.

Yan Tat Group Holdings Limited
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Corporate Governance Report
SEERRE

INVESTOR RELATIONS AND COMMUNICATION
The Board recognises the importance of good communications
with all shareholders. The Company believes that maintaining a
high level of transparency is a key to enhance investor relations.
The Company is committed to a policy of open and timely
disclosure of corporate information to its shareholders and
investing public.

The Company updates its shareholders on its latest business
developments and financial performance through its corporate
publications including annual reports and public announcements.
Extensive information about the Company’s activities for the year
ended 31 December 2016 has been provided in this annual
report. While the AGM provides a valuable forum for direct
communication between the Board and its shareholders, the
Company also maintains its website (www.yantat.com) to
provide an alternative communication channel for the public and
its shareholders. All corporate communication and Company’s
latest updates are available on the Company’s website for
public’s information.

From the Listing Date and up to the date of this annual report,
there has been no significant change in the Company’s
constitutional documents.

Hong Kong, 24 March 2017
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ABOUT ESG REPORT

Report Profile

The Environmental, Social and Governance Report (the “ESG
Report”) of Yan Tat Group Holdings Limited (the “Company”)
sets out the principles and actions of the Company and its
subsidiaries (collectively referred to as the “Group” or “we")
(HKEx stock code:1480) as a corporate citizen operating in the
printed circuit board (“PCB"”) industry. This Report describes the
Group'’s contribution to environment, society and governance
during the year of 2016. Please refer to the Corporate
Governance Report on pages 23 to 37 for details of corporate
governance.

Report Scope

The ESG Report covers the Group's overall environmental and
social policy. Key performance indicators (“KPIs”) at
environmental and social levels included the production and
operating activities of the divisions not yet moved out of the old
factories and the those divisions that had already been relocated
to the new factory in 2016.

The ESG Report covers the period from 1 January 2016 to 31
December 2016.

Reporting Basis

The ESG Report was prepared in accordance with the
Environmental, Social and Governance (ESG) Reporting Guide
contained in Appendix 27 to the Main Board Listing Rules of the
Stock Exchange of Hong Kong Limited (“Stock Exchange”).

Stakeholders Involvement

We recognize the importance of the roles of our stakeholders in
the operations of the Group. The ESG Report was prepared with
the joint efforts of staff from various departments, which
enabled us to improve the transparency of our level of
development in the environmental and social aspects. We
collected information on the Group’s environmental and social
related work initiated in 2016 to help us formulate the short and
long terms sustainable development strategies.

Information and Feedback

For details of the Company’s environmental and community
efforts, please refer to the official website(http://www.yantat.
com/) and annual reports of Yan Tat Group Holdings Limited.
We value your opinion on this Report. If you have any enquiry or
advice, please feel free to send email to ir@yantat.com.

Yan Tat Group Holdings Limited
Annual Report 2016
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Corporate Philosophy

As a manufacturer and supplier of PCBs, the Group is principally
engaged in manufacturing and sales of a wide range of PCBs.
Our headquarters are in Hong Kong and our factories are located
in Shenzhen, the People’s Republic of China (“China”). Under
the management and leadership of Mr. Chan Wing Yin, our
executive director and chairman, the Group was listed on the
Main Board of the Stock Exchange in 2014.

PCB is a basic component necessary for electronic products and
electrical parts, known as the "mother of the electronic
industry”. The Group is an original equipment manufacturer
("OEM") of PCBs, principally engaging in manufacturing quality
PCBs. The Group has relevant equipment and devices in place to
support quality control from composition check of raw materials
to overall production process. All the products meet the industry
standards like the IPC — Association Connecting Electronics
Industries Standards as well as our customers’ requirements.

ENVIRONMENT

Emissions

Environmental protection is a collective responsibility not to be
ignored. The Group’s production factories in Shenzhen, China
possesses state-of-the-art PCB technologies and attaches a great
importance to environmental protection. The Group recognises
that the production process of PCBs would generate more
emissions than some other industries. In regard of this, we strive
to enhance the efficiency of environmental protection. The
Group sets up different management requirements for
environmental protection every year, aiming at reducing negative
impact on the environment from our operation. We have
obtained certification of 1ISO/TS16949:2009 (quality assurance),
ISO14001 (environment management system), 1ISO9001 (quality
management system) and AS9100C (quality assurance) as well
as UL-796 (safety and management) for PCB quality standard
and environment management system. Our efforts on water
conservation was evidenced by the “Water Efficient Building
Award (81 7K 32 3% #¥)" by the Water Resource Bureau of
Shenzhen in recognition of our work this year.
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The Group strictly observed the laws and regulations governing
air pollution, noise pollution, hazardous chemicals, sewage and
waste discharge and other environmental matters issued by PRC
national, provincial and municipal governments and authorities.
Meanwhile, as a responsible corporation, we produce all of our
products in compliance with the requirement of Cleaner
Production Standard: Printed Circuit Board Manufacturing (/&2
A EZE A R E KR & & %) issued by the Ministry of
Environmental Protection of China.

1. Waste Disposal
Reducing waste generation is vital to the protection of
limited resources of the Earth. The procedure of waste
disposal in our factories in Shenzhen strictly observed the
national environmental standards, which aimed to
maximize the residual value of the waste generated from
the production.

The Group set up administrative measures on waste by
separating waste into categories of “Recyclable Wastes”,
“To-be-recycled Plastic Barrels of Chemicals” and “Non-
recyclable Wastes”, in pursuing the sustainable
development of the Group. The “Recyclable Wastes” are
divided further into scissel, steel barrel, carton and plastics,
while “To-be-recycled Plastic Barrels of Chemicals” are
classified by dealers and “Non-recyclable Wastes” are
classified into no-value recyclables and rubbish. To ensure
safe storage of wastes, we have requirements on the
stacking size and rule of waste. Every department is
required to dispose their wastes by designated staff at
specified place. To better manage the wastes, we required
that the “Recyclable Wastes” being stored at the wastes
disposal venue should be cleared at least once a month
and dealers must recycle the “To-be-recycled Plastic Barrels
of Chemicals” every month while the “Non-recyclable
Waste” should be cleared every day.

The Group’s “hazardous wastes” mainly consist of sludge
from waste water treatment, stripping waste, etching
waste and ink residue. For proper treatment of those
“hazardous wastes”, the Group operated in accordance
with the Regulations on the Safety Management of
Hazardous Chemicals promulgated by the State Council of
China and formulated the Management Plan of Hazardous
Waste particularly for the Group’s “hazardous wastes”.
We engaged legal professional organization that is
qualified for handling industrial waste (liquid) to handle all
the industrial waste (liquid) and tracked the application
and disposal method of the “hazardous waste”. We
actively push forward the upgrading and replacement of
equipment by adopting advanced equipment with a view
to reduce the generation of “hazardous waste” at source.
For instance, we tried out the sludge dewatering machine
to contract the sludge volume and treatment area by
reducing the water content of sludge from waste water.
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Sewage Treatment

In light of global crisis of water scarcity, the Group pays
attention to water consumption and understands the
damage of sewage discharge to the ecosystem, therefore
the Group has established stringent control measures to
monitor waste water producing from our production
process to ensure that the discharged water is in
compliance with national standard and will not cause
negative impact on the environment. We undertake that
our operation will comply with the Law of the People’s
Republic of China on the Prevention and Control of Water
Pollution and the Implementation Rules of the Law of the
People’s Republic of China on the Prevention and Control
of Water Pollution and Discharge Limits of Water Pollutants
in Guangdong Province (DB 44/26-2001), and processed
waste water will satisfy the requirement on discharge limits
of water pollutants of new corporations set out in the
Emission Standard of Pollutants for Electroplating (GB
21900-2008) issued by the Ministry of Environmental
Protection of China.

Given the high consumption of water, various and
complicated water pollutants involved in every process of
printed circuit board (“PCB"”), the Group established a
waste water station, designated for handling the waste
water generating from all production lines. Based on the
characteristics of the Group’s waste water, we conducted
pre-treatment by categorizing the waste water by types,
then proceeded to biochemical treatment collectively, such
as ink, waste water containing nicked, chrome, EDTA and
high level of COD, ensuring the waste water treatment
meets the recycling and discharge standards. In this regard,
we implemented dual control measures by requiring the
waste water station to carry out sample test every day and
demanding the physics and chemistry laboratory to collect
samples from the discharge point for further analysis on
schedule. Moreover, all of the Group’s discharge points,
whether direct or indirect, are subject to environmental
assessment and supervision by online monitoring devices.
We are also required to report and register with local
environmental departments of information as to the types,
volume and concentration of water pollutants discharged
in the normal operation and technology used for
prevention and control of water pollutants. The Group
formulated emergency measure to deal with incident of
discharging high concentration waste water at the early
stage and incident of treating excessive waste water at the
last stage. To reduce water consumption, our scrubbing
machine is equipped with copper powder recycling devices
and cleaning system for recycling purpose.
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3. Gas Emission

Greenhouse gases have been a hot topic in the globe,
warning the increasing carbon dioxide in the atmosphere.
While pushing ahead the rapid development, the Group
hopes to make contribution to the Earth by minimizing the
greenhouse gases emission from our factory. The Group
requires its exhaust emission to comply with the
requirement on emission limits of air pollutants of new
corporations set out in the Emission Standard of Pollutants
for Electroplating (GB 21900-2008) issued by the Ministry
of Environmental Protection of China.

To reduce exhaust emission, we have to maintain normal
operation of production and require the generator team to
use qualified fuel oil and carry out regular maintenance
and repair of the generators. In the production process,
exhaust from the etching line and four electroplating lines
will be treated in the purifying tower before discharge. We
also require the factory to keep up the work of chemical
feeding and maintenance in a timely and appropriate
manner to facilitate exhaust control and have
environmental department carry out regular check of every
exhaust spray tower annually.

Utilization of Resources

With resources in the Earth increasingly scarce, corporations
should have long-term vision instead of containing themselves by
existing interests. The Group sees there are economic benefits to
be capitalized in environmental protection and our effort focuses
chiefly in the following aspects, among others: actively pushing
forward the initiative of energy conservation and consumption
reduction by saving energy, water, material and reducing resource
consumption during the course of our production, with a view to
maximizing the cost effectiveness with minimal resources; and full
implementation of clean production to achieve waste reduction at
source. At the same time, under the guidance of a paperless
office, the Group introduced the Enterprise Resources Planning
System (“ERP” System), through which it implemented electronic
management on the its production, sales, supply chain, and
human resources with a view to saving paper.

1. Energy Management
The Group submits quarterly energy utilization report and
annual report online according to the corporate energy
utilization in order to maintain high transparency. In 2016,
we formulated Project Plan of Energy Management
System, demonstrating the Group’s effort on energy
management.

Each production department of the Group has designated
staff responsible for the management of energy use. We
convene monthly energy management meeting to analyze
the energy data of that month and devise energy plan for
the next month. Upon completion of the construction of
the new factory, we intend to adopt the online collection
of energy consumption data, which enables real time
monitoring of electricity consumption, thus optimizing the
management of energy consumption.
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Technological Upgrading

We attach importance to the green element of our
production process, and strive to ensure our product
satisfies the expectation of our customers. Relevant
departments are scheduled to prepare energy-saving and
technological upgrading plans to be accomplished by the
energy-saving management team every year. In 2016, our
upgrading project included recycling of heat energy from
air compressor, recycling of heat energy from boiler,
recycling and upgrading of cabinet oven and tunnel oven,
energy-saving upgrading of FIG wire rectifier.

Green Factory

With a view to expanding our geographical presence, the
Group proposed the construction of new factory in 2012,
which was completed in 2014 and put into full operation
in 2016. Adhering to the principle of sustainable
development, we had taken into consideration from
construction design to E&M installation of the new factory
with reference to relevant experience of environmental
design of many foreign advanced manufacturing
corporations. At the stage of design, the effect of sunshine
was considered for reduction of consumption of air
conditioner. Therefore we adopted the design of small
windows and double-layer windows for the west-front of
the factory while the courtyard was constructed in a sun-
blocking design surfaced with aluminum and reflective
material. In addition, cross ventilation is of top priority in
environmental design for energy-saving because it is
effective to mitigate the impact of wet weather. In this
regard, as a measure for energy-saving, we adopted an
open corridor design which makes good ventilation by
allowing movement of fresh air through the workshops.
This saved the usage of ventilation and air-conditioning
facilities compared to traditional closed-style workshop,
resulting in approximately 30% reduction per annum in
demand and energy use for air-conditioning. For the sake
of energy conservation, we installed high-power and low-
speed ceiling fans in our improvement and training center
while elevators in our factory used energy generated from
the braking mode of the motor. Moreover, energy-saving
light was applied for over 90% of our facilities, which
could reduce electricity consumption by up to 30%,
achieving cost effectiveness and environmental friendliness
of the new factory.

In respect of construction materials, we used renewable
materials such as U-shaped glasses, new wall tile and WPC
board in substitution of non-renewable materials, in order
to reduce the impact to the environment. During the
commencement of construction, we recycled 95% of the
earthwork used in the preliminary work to avoid additional
transportation time and resources, achieving the goal of
minimizing the use of resource. In our new factory, we
reserved certain area for green wall by planting ornamental
and evergreen vines. In addition to the cooling effect of air
and construction surface for energy-saving, it also creates
a relaxing and cozy environment.
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4. Promotion and Training

Staff participation is the key for continuous growth of the
Group. Through comprehensive promotion by
announcement and internal email, the Group always
invites professional energy-saving companies to provide
training and experience exchange for our staffs. To achieve
the annual energy-saving target, we review the job done
by each department every year in anticipation that every
staff will understand the importance of energy
conservation and environmental protection.

We keep encouraging and leading our staffs to take part
in our persisting environmental improvement initiatives by
fostering comprehensive control and treatment of
pollutants and adhering to energy conservation and
consumption reduction. We will also include environmental
protection to all of our business decision making process in
respect of manufacturing and sales, with a view to building
the Group into a modern electronic manufacturer
contributing to a better environment with bluer sky,
greener earth, cleaner water and air.

EMPLOYMENT AND LABOUR PRACTICE
Employment

Harmonious labour relationship is a key factor to good enterprise
operation. Efforts of the employees are the source of value
creation of the Group and play a valuable and indispensable role.
The Group strives to build an optimal working environment and
lenient work atmosphere for the employees and puts in the
effort to establish a career platform for employees to shine. We
always protect employees’ interests in strict compliance with
legal requirements. The Group keeps attracting experienced and
outstanding employees and actively expands the development
opportunities within the Company for the employees to
constantly boost the formation of a harmonious labour
relationship. The Group aspires to become an ideal employer.

1.  Recruitment and Promotion

The Group seeks to recruit and promote outstanding
employees to build an elite workforce to serve the Group.
In this regard, we put in place recruitment and promotion
procedures for staff members of the middle level to
understand the principles of human resource management
and identify the most suitable candidates for each position.
By the end of each year, each department shall devise a
plan to be carried out by the human resource department
to coordinate the recruitment process. Our recruitment is
divided into internal and external recruitment. Internal
promotion requires candidates to pass an examination,
while in external recruitment candidates will be screened
and elected for a first-round interview. As we get to know
the general quality of the candidates and evaluate their
interview performance, qualified candidates will be invited
to a second-round interview by the manager of the human
resources department to ensure their professional
competence to the position.
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Wages and Salary Control

To enhance enterprise management and ensure proper
execution of each system of the Company as well as to
uphold ordinary operation process, we implement an
incentive programme for employees to motivate them and
recognise their contribution with bonuses, awards, merits
and promotions.

The Group reviews salary and bonus scheme every year to
offer competitive salary and benefits to the employees and
distribute performance-based bonus. In addition to making
contributions to the “five insurances and a pension”
required by the government, the Group also provides
medical insurance, unemployment insurance and other
relevant insurances. To boost employee loyalty, employees
who have served for more than one year are entitled to
five days of paid leave per year plus casual leave, maternity
leave, work injury leave and sick leave.

Employee Benefits

The Group cares about both physical and mental health of
our employees. Regular working hours is fixed at eight
hours per day, with food or meal subsidies being provided.
In the event of overtime work, we will ensure compliance
of all regulations of the governmental departments
concerned. Recognising the taxing services required from
our employees, we offer free night refreshment and a
break to the night shift. In hot summer season, we provide
Chinese herb tea and hot season subsidy to employees. To
boost their loyalty to the Company, the Group recognises
long service and excellent performance of employees with
awards and other rewards. We offer free meals and gifts in
festive seasons to create a warm family-like atmosphere in
the Group. The Group has established free quarters for our
workers near the plant. They are equipped with air
conditioners, hot water supply and washing machines.
They serve as an ideal living environment for the employees
after work.

Furthermore, the Group also attaches great importance to
the development of “five virtues in life” of the employees.
The factory area is equipped with leisure room, table tennis
room, snooker room, library and television room where
employees may rest. Monthly cultural and sports events
are organised to enhance communication between
employees, which include tug of war event, table tennis
competition, badminton competition, snooker competition,
chess competition, basketball competition, birthday party,
etc.
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4. Equal Opportunity

The Group recognises the importance of labour
relationship to the success of the Group. Good
communication allows for a better understanding of the
Group'’s position and its requirements by the employees.
To listen to the voices of different departments, the Group
has put in place the “administrative measures for internal
communication and complaint of employees”. In the event
of unfair treatment or disrespect, employees may file a
complaint to seek for resolution to such issue to create a
better work environment.

The Group strives to refine its policies on salary and benefit
package for employees and decision on every personnel
matter is made in accordance with the requirements of
“Labor Law of the People’s Republic of China” and “Labor
Contract Law of the People’s Republic of China” in an
equal manner, instead of discriminatory treatment
stemming from different genders, ages, races and
religions.

Health and Safety

As a responsible employer, we place equally high importance to
the health and safety of employees while pursuing our other
business objectives. To prevent accidents and minimise
occupational hazards, we comply with local laws and regulations
with regard to labour hygiene and assure the personal and work
safety of employees to create a safe and hygienic work
environment to everyone working at our premises.

To avoid employees’ exposure to occupational diseases and
hazards at work, the Group often arranges occupational health
training for all employees to boost awareness and competence
of self-protection and safeguard the health of employees. We
insist on a safe production approach which could be summed up
by the phrase “human-oriented, safety-first and prevention
based”. In accordance with the requirements of the national
laws and regulations, the Group implements an accountability
system for safe management and regularly conducts health
examination on employees of relevant positions. For positions
exposed to occupational hazards, employees must wear or use
labour protection equipment as required by the Group’s
management. We arrange stringent body check on new
employees before their induction and they do not start working
until we have obtained the health certificate. Meanwhile, we
conduct annual occupational health check on employees to
prevent injuries or damage suffered from repetitive work. We
inspect issues identified during the check and may re-designate
employees so that they work in a healthy and comfortable
environment.
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We pursue a risk-free and accident-free business environment
and implements an accountability system for safe management.
During the course of performing their duties, employees must
obey orders and concentrate on production operation in
accordance with operation programme and method instructed
by technicians. Employees exposed to occupational hazards must
attend occupational hygiene knowledge training at least once a
year. To safeguard employee’s safety more effectively, the Group
has also set up a safety management committee and designated
safety officers to handle issues such as safe production
management, work injuries and diseases, and hospitalisation and
treatment. They are also responsible for medical assurance
measures and relevant requirements on occupational health and
safety of the Group and are fully in charge of labour safety,
hygienic and environmental matters in the factory area. Due to
our emphasis on safety matters of every employee, the Group
did not experience any material accident during the year.

Development and Training

The flourish and development of our staff is constantly a focus
of the Group. We actively conducted surveys on the demand for
educational programmes and trainings in accordance to our
annual operational plans and objectives. By learning the demand
for training among staff across departments and make
appropriate annual training programmes available to them, the
need for strategic development of our manpower structure could
be satisfied by the continuing learning system. With our provision
of comprehensive learning resources including orientation, pre-
employment and on-the-job trainings and specialized trainings
and study environment, as well as subsidies of advance learning
for both internal and external courses we aimed to build up the
professional knowledge and skills of our staff, so that every
employee could cope with their jobs independently, which in
turn could help the Group maintain its competitiveness.

Training materials including operation guide and basic technical
skills have been prepared by experienced and senior staff in the
training programmes to better equip our staff with the necessary
skills and capability for their positions which, in return, would
benefit the enhancement of work efficiency and reduction in
resource consumption and waste due to errors and mistakes
during the working process.

The Group offers orientation training comprise of introduction to
our corporation, corporate culture, rules and regulations, our
system, fundamental knowledge in relation to production, fire
safety, vocational skills, TS16949 and 1SO14001 as well as
trainings to increase awareness on environmental protection
among the staff. For a faster and smoother adaptation to their
jobs, staff who are newly employed or transferred to their
current positions have to take pre-employment and on-the-job
trainings for at least two days to be equipped with working
techniques and skills.
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Apart from new employees, we also provide trainings for
managerial staff with a view to facilitate their understanding of
the internal human resources of the Group and smoothen the
way they get handle things at work and hence, help them get a
better picture of the corporate culture, company structure and
tactful issues such as how to get along with the staff and how to
deal with human resources dilemmas. In addition, training
schemes and appraisals have been organized by the human
resources department annually. Those who failed to pass any of
the appraisals would have to retake the training. The measure
helps to promote the development of our staff and enhance our
operation.

Labour Standards

The Group has strictly observed the Labour Law of the People’s
Republic of China and the Employment Ordinance of the Hong
Kong Special Administrative Region against practices of
employing forced labour and child labour. To comply with the
relevant regulations, our human resources department has
stringently followed the management procedures of human
resources by collecting copies of the identify document,
educational certifications and health certificates of the applicants
to ensure that they could be lawfully employed. No follow-up
recruitment procedures would be processed unless all
verifications are duly completed. As a corporation, we paid
continuous efforts in strengthening our sense of social
responsibilities. It is our wish to share a common concept of
development with our staff and ensure that no trafficking and
slave labour are in existence within our Group.

PRACTICE OF OPERATION

Supply Chain Management

The Group has maintained and established sound relationships
with a large number of suppliers. It also constantly explores
opportunities for deeper and wider cooperation with a view to
provide our customers with services of the highest quality. The
Group has in place a transparent procedure based on arm'’s
length principle for selecting suppliers. The Group applies strict
requirements to all suppliers, actively promoting socially-
responsible purchase practices.

We have always insisted on conducting product quality control
with focus on raw materials. We have established procedures for
purchasing raw materials targeting suppliers and formulated
well-defined policy on selection to ensure that the materials
purchased by us and supplied to various factories would fully
satisfy relevant requirements in terms of product quality and cost
control. In order to meet the Company’s goal of satisfying the
TS16949 standard for quality control system in the automobile
industry, we apply the ISO9001 quality management system as
the basic requirement to the development of all our raw material
suppliers and urge suppliers to improve their performance
continuously.
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All suppliers engaged by the Group have long-established
presence and sizable operating records and are equipped with
relevant production qualifications and good reputation in the
market. In selecting our suppliers, we assess the quality of
materials from various aspects, including production capacity,
experience, industry qualification, certification, creditability and
whether they select quality raw materials, value safety and
environment-friendly production technology or not, as well as
after-sales services, and impacts towards end products and risks.
To better understand the internal environment of suppliers, we
also conduct site visits to ensure that the suppliers comply with
the requirements of the Group and of our customers before
taking them into consideration. Upon confirming our selection
of suppliers, we enter into framework agreements with most of
the suppliers to secure their availability and quality.

The Group categorises raw material provided by suppliers, and
has established internal procedures for assessment and
monitoring of purchases. Qualified suppliers will be marked for
future reference. After selection of suppliers, we will
continuously supervise our suppliers to ensure the quality,
services and costs of the outputs. For materials provided by
suppliers, we will conduct trial run, verification and assessment
on all the materials to be used, for the avoidance of cost increase
due to unqualified materials. If a problem is identified in the
monitoring process, we will contact the relevant supplier in a
timely manner and demand modification and improvement
efforts from it. We strictly enforce each procedure, with our
production goal being to provide products of the best quality
possible.
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Product Liability

There are approximately 2,500 PCB manufacturers worldwide. In
order to maintain its leading industry position, and believing in
the saying of “a good craftsman never shows their work
unperfected”, the Group considers the achievement of
perfection in every detail with careful handling as its primary
mission. The Group's vision is to adhere to the customer-oriented
approach and provide customers with quality products catering
to their needs. In addition, the Group adopts relevant assessment
measures to try out the Group’s commitments and to ultimately
achieve the objective of providing services of the best quality for
our customers. The Group also values feedbacks from customers.
It aims not only to provide satisfactory after-sales services to
customers, but also to offer timely and effective solutions
regarding customers’ complaints so as to boost up their
confidence. The Group has strictly observed the laws and
regulations governing the advertising, labelling and privacy
matters of such products.

1. Testing and Examination

The Group strives to provide top-quality circuit boards for
application in products of communication, automobile,
industrial automation, consumer electronics and medical
industries. To ensure that all products satisfy the
requirements of Law of the People’s Republic of China on
Product Quality and Regulations on the Industrial Product
Quality Liability, the Group has set up a quality control
department. We implement appropriate methods for
examining and testing throughout the procedures, from
purchase of materials, product manufacturing to product
delivery, using IPC standards to ensure that quality of
products meet customers’ requirements, and guarantee
that our products will not cause harm to customers’ health
and safety. The Group has obtained the UL-796 Safety
Management Certificate.

We implement stringent quality control procedures during
the whole manufacturing process to ensure compliance
with specific quality control requirements. Our quality
control focuses on the following four major areas:
equipment control; raw material control; manufacturing
control; and finished products control. To make sure all
production parameters are consistently applied, we utilize
computerized control methods in several manufacturing
processes and also regularly fine-tune such parameters to
ensure their accuracy. We demand all activities pertaining
to quality be conducted according to established
procedures.
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For the sake of enhancing production efficiency, the Group
engages external assistance to process products, while
taking responsibility for the quality. Our internal quality
management department is responsible for examining the
incoming materials and externally-processed semi-finished
products and finished products. The property management
team is responsible for verifying the applications of
incoming materials, while the outsource management
team is responsible for verifying externally processed semi-
finished products and finished products. When sourcing
materials from outside, we also conduct standardized
testing and verification procedures to avoid cost increase
and delayed delivery due to unqualified materials used in
production. To account for product quality, the sourcing
department also requires suppliers to provide information
on such materials and submit them to the department of
craftsmanship for testing in order to ensure product
quality. In addition to material management, the Group
has set minimum qualification requirements for each
position and provided relevant trainings; and employees
are required to possess certain job experiences. The Group
also provides trainings on basic information of TS16949,
quality system documentation, quality testing standards,
etc., to ensure the quality of the Group’s outgoing
products. We conduct quality tests before delivering the
products. They include electrical properties test,
appearances check, physical test and package check,
which are undertaken by several different departments.
This is to ensure products are released with satisfactory
quality, and unqualified products will be disposed
according to the management procedure for unqualified
products. In addition, the Group also carries out quality
review and rating towards each one of the component on
the products to make sure that the product quality satisfies
the criteria set by the Group in terms of both function and
appearance.

Valuing Customers’ Feedbacks

Upholding the service objective of “customer-oriented
service from the heart”, the Group regularly conducts
surveys on customer satisfaction regarding our products
and actively seeks to understand customers’ needs, in
order to provide services to our customers’ liking and keep
on good terms with them.
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To understand our customers’ opinions, we specifically set
up a customer complaint team and the department of
business affairs to handle complaints from customers. Staff
of our customer complaint team shall convene a review
meeting within 8 hours upon receiving complaints from
any customer. If any abnormal quality is reported by any
customer, such feedback must be reported to the
engineers, officer, manager or director of the quality
assurance department for analysis of causes and
formulating policy for improvement to be adopted in
future production. Work in progress held in inventory and
on the production lines will be monitored subsequently,
and engineers responsible for customer quality assurance
will compile reports on improvement measures and send
them to relevant customers, and follow up the outcome.

Engineers at the quality assurance department shall
formulate proposals according to the Notice Regarding
Measures for Rectification And Prevention and examine
inter-departmental working results to see whether the
procedures are completed on time and customers’
demands are met to their satisfaction. Our emphasis on
top-notch services and quality not only keeps all our
customers satisfied, but also has a ripple effect of
enhancing the Group’s reputation, position, financial
competitiveness, appearance and other aspects.

Protection of Privacy

The Group respects privacy and ensure such information
including the Group's client list, marketing plans, purchase
information, pricing policy, private financial information,
production technigues, methodologies, formulas, sourcing
channels, production and sales strategies, bidding base
and bidding proposals, composition of project teams,
budgets, profits and non-public financial information, etc.
are well protected. The Group upholds arms-length
transactions and fully conforms to standards regarding
advertisement and competition, copyright laws, standards,
requirements and rules and guidelines in the EICC
(Electronic Industry Citizenship Coalition) Code of Conduct.

For protection of customer information, the Group requires
every staff member to sign a confidential agreement
before employment and provides staff manuals to make
sure employees understand the importance of client
privacy and prevent leakage of any relevant information.
To ensure confidentiality of customer information, the
administration department disposes waste boards that
contain customer information produced in all relevant
manufacturing processes separately by crushing them into
shatters with grinders before notifying recycling companies
to collect the wastes.

The Group adopts an ERP system as its internal
management system. Access to any data is limited to
prevent leakage of customer information, to achieve
effective information management and strengthen
confidentiality in the Company.
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4. Anti-corruption

Corruption is the greatest threat that hinders the
development of the Group and anti-corruption is a focus
of the Group. The Group has strictly observed the Criminal
Law of the People’s Republic of China and the Prevention
of Bribery Ordinance of the Hong Kong Special
Administrative Region, and we have adopted an anti-
corruption and anti-bribery system and delegate the power
to employees and suppliers to anonymously submit a direct
report of non-compliant behaviours to the Group so as to
ensure a fair and proper handling of all transactions.

The policy of the Group sets out provisions on gifts,
gratuity and transactions with financial institutions and
arranges integrity training for employees. Employees at
managerial level must attend anti-corruption conferences
to improve their understanding on conflict of interest and
corruption and ensure that department heads do not
harbor their subordinates. In addition, employees must
handle gratuity and gifts in accordance with the
department manual. In case of conflict between personal
interest and job duties, employees shall report such conflict
immediately or they will be subject to disciplinary actions
for any non-compliance.

In addition to employees, suppliers are also subject to
regulatory measures. Employees of the purchasing
department select suppliers, issue orders and receive goods
based on the division of labour to prevent a particular
employee being responsible every process and avoid
corruption. We have zero tolerance on corruption. With
regard to this, we would execute an undertaking with a
supplier before entering into a contract. In the event of
default in any provision of the undertaking, the supplier
will be required to make an unconditional default payment
to the Group after inspection and its confirmation. At the
same time, we reserve the right to cease the business
relationship, freeze the trade payables arising from
transactions within two months and seek to enforce our
legal right to hold the defaulting party responsible.

COMMUNITY INVESTMENT

We dedicate to making contributions to the society and to run
the business of the Group with a grateful attitude. In 2016, the
Group supported various charity events and made charitable and
other donations totaling HK$412,000. We hope that we can
further repay the society in the following year and continue the
efforts in promoting charities.

Community and Charity Service

The Group has donated over HK$250,000 to Suicide Prevention
Services during the year, offering emotion-smoothing service to
those who have tendency to suicide, suffering from depression
and emotional disturbance and help them recover from
emotional breakdown.
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There is a group of epilepsy patients being isolated in the society
where we believe everyone should have equal right to lead his/
her own way of living. Aiming to eradicate the prejudice of the
public to epilepsy, we build a center for patients and families
intending to help them overcome the challenges and live at ease
in a place where epilepsy patients can be embraced and
understood. In 2016, we make donations to Enlighten — Action
for Epilepsy, hoping that the group of patients will have equal
opportunities and be treated equally in the society.

Care for the Environment

The El Niflo and La Nina phenomena have been in repeated
occurrence on a global scale due to the rapid increase in carbon
emission. We take the abnormally recurrent weather phenomena
seriously, and therefore we get to the root and advocate the
concept of low carbon living to the public and among our staff
by actively participates in the Zero-carbon Tree Nurturing
Scheme.

Other Community Investment

To make people feel that love is all around, we give the charity
funds to the Cantonese Opera Charity Night organized by The
Association for the Welfare Services of Elders (Hong Kong)
Limited and Tsz Wan Shan Kaifong Associations, because we
understand that the giver is more blessed than the taker. In this
way, we hope to spread the message of love to every corner of
our society.
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Report of the Directors

EEERE

The Directors have the pleasure of presenting their annual report
together with the audited consolidated financial statements of
the Group for the year ended 31 December 2016 (the
“Consolidated Financial Statements”).

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW
The principal activity of the Company is investment holding and
those of the principal subsidiaries of the Company are set out in
note 1 to the Consolidated Financial Statements. Further
discussion and analysis of these activities as required by Schedule
5 to the Hong Kong Companies Ordinance can be found in the
sections headed “Chairman’s Statement” set out on pages 4
and 5 and “Management Discussion and Analysis” set out on
pages 8 to 15 of this annual report. This discussion forms part of
this report of the Directors.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2016
and the state of affairs of the Group as at 31 December 2016
are set out in the Consolidated Financial Statements on pages 75
to 160.

The Directors do not recommend the payment of a final dividend
for the year ended 31 December 2016 (2015: Nil).

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and assets and liabilities of the Group
for the last five financial years is set out on page 7. This summary
does not form part of the Consolidated Financial Statements.

SHARE CAPITAL

Details of movements in share capital of the Company during
the year are set out in note 27 to the Consolidated Financial
Statements.

INVESTMENT PROPERTIES

At 31 December 2016, the investment properties of the Group
were revalued by an independent firm of professional surveyor
and property valuer on an open market value basis at
HK$19,351,000 (2015: HK$5,966,000).

Details of these and other movements during the year in the
investment properties of the Group are set out below and in
note 14 to the Consolidated Financial Statements.
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Property location Existing use Term of lease
LES: 2 REAR HH
1. Unit 2705, Level 27, Tongda Chuangye Building, No.1, Alley 600, Commercial Long
Tianshan Road, Changning District, Shanghai, The PRC
TE BT RERXILE 6007 1 5ERZEEIZEAE 2782705 = [GES =31
2. Flat 1812, 1912, 2012, 2112, 2206, 2306, 2402, 2406 and 2506, Residential Long
Block B, Elife Park, Yanziling Third Road, Pingshan New District,
Shenzhen, The PRC
PEURIIMF LR T E= 7 EEBMR 1812, 1912, 2012, (E2 £
2112, 2206, 2306, 2402, 2406 }2 2506 =
RESERVES it

Details of movements in the reserves of the Group and the
Company during the year are set out in the consolidated
statement of changes in equity on pages 79 and 80 of this
annual report and note 38 to the Consolidated Financial
Statements, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2016, the Company’s distributable reserves,
calculated under the Companies Law, Chapter 22 (Law 3 of
1961, as consolidated and revised) of the Cayman Islands,
amounted to approximately HK$61.4 million (2015: HK$65.4
million).

DONATIONS
During the year, the Group made charitable and other donations
amounted to HK$412,000 (2015: HK$26,980).

MAJOR CUSTOMERS AND SUPPLIERS

Sales attributable to the Group’s largest customer and the five
largest customers accounted for approximately 29.7% and
57.1% (2015: 27.6% and 52.8%) respectively of the Group’s
total revenue for the year ended 31 December 2016. The
purchases made by the Group from its largest supplier and the
five largest suppliers accounted for approximately 35.0% and
66.2% (2015: 28.9% and 51.4%) of the Group’s total purchases
for the year ended 31 December 2016, respectively.

To the best knowledge of the Directors, neither the Directors,
their close associates, nor any shareholders who owned more
than 5% of the Company’s issued share capital, had any
beneficial interest in any of the Group’s five largest customers or
suppliers during the year.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the
Company were entered into, or existed, during the year.
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PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for
Director’s and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporate activities. The permitted indemnity provision is in force
for the benefit of the Directors as required by section 470 of the
Companies Ordinance (Chapter 622, Laws of Hong Kong) when
the Report of the Board of the Directors prepared by the
Directors is approved in accordance with section 391(1)(a) of the
Companies Ordinance (Chapter 622, Laws of Hong Kong).

SUBSIDIARIES
The details of the major subsidiaries of the Company are set out
in note 1 to the Consolidated Financial Statements.

PROPERTY, PLANT AND EQUIPMENT

During the year, the Group’s total capital expenditure amounted
to approximately HK$27.2 million (2015: HK$173.9 million)
which was mainly used for acquisition of machineries and
equipment.

Details of movements in property, plant and equipment during
the year are set out in note 13 to the Consolidated Financial
Statements.

BORROWINGS

Particulars of borrowings of the Group as at 31 December 2016
date are set out in note 24 and note 25 to the Consolidated
Financial Statements. The details of the Group’s charges of assets
are set out on page 15.

DIRECTORS AND DIRECTORS’ SERVICE

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

Executive Directors

Mr. Chan Wing Yin
(Chairman)

Mrs. Chan Yung

Mr. Chan Yan Kwong

Mr. Chan Yan Wing

Independent Non-executive Directors

Mr. Chung Yuk Ming

Mr. Yeung Kam Ho (Resigned on 30 September 2016)
Mr. Yau Wing Yiu

Mr. Lau Shun Chuen (Appointed on 30 September 2016)

Each of the executive Directors has entered into a service
contract with the Company for a term of three years and shall
continue thereafter until terminated by, not less than three
months’ notice in writing served by either party on the other.
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Each of the independent non-executive Directors has signed a
letter of appointment with the Company for a term of three
years, subject to retirement by rotation and re-election at annual
general meeting and until terminated by not less than three
months’ notice in writing served by either party on the other.

No Director has a service contract which is not determinable by
the Company or any of its subsidiaries within 1 year without
payment of compensation, other than statutory compensation.

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 all of them are considered
to be independent.

In accordance with the Company’s articles of association, one
third of the existing Directors shall retire from office at the
forthcoming annual general meeting.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

Save as disclosed above, no Director of the Company or an entity
connected with such Director had a material interest, either
directly or indirectly, in any transaction, arrangement or contract
that is significant in relation to the business of the Group to
which the holding company of the Company, or any of the
Company’s subsidiaries or fellow subsidiaries was a party during
the year.

BIOGRAPHIES OF DIRECTORS AND SENIOR
MANAGEMENT

The biographical details of the Directors and senior management
of the Group are disclosed in the section headed “Directors and
Senior Management Profile” on pages 16 to 22 of this annual
report.

CONTROLLING SHAREHOLDERS' INTERESTS IN

CONTRACTS

Save as disclosed in this annual report and Prospectus, there was
no contract of significance or contract of significance for
provision of services, to which the Company or its holding
company or any of its subsidiaries was a party and in which any
controlling shareholder or its subsidiaries had a material interest
subsisted at the end of the year or at any time during the year.

NON-COMPETITION UNDERTAKING BY
CONTROLLING SHAREHOLDERS

Each of the controlling shareholders has made an annual
declaration in respect of their compliance with the terms of non-
competition undertaking.

Details of the non-competition undertaking are set out in the
section headed “Relationship with Controlling Shareholders” of
the Prospectus.
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The non-competition undertakings in respect of the controlling
shareholders have become effective from the Listing Date.

NON-COMPETITION UNDERTAKING BY
EXECUTIVE DIRECTORS

Each of the executive Directors of the Company has made an
annual declaration in respect of their compliance with the terms
of non-competition undertaking.

The non-competition undertakings in respect of the executive
Directors have become effective from the Listing Date.

The independent non-executive Directors had reviewed and
confirmed that the executive Directors of the Company have
complied with the non-competition undertaking and the non-
competition undertaking has been enforced by the Company in
accordance with its terms.

NEW BUSINESS OPPORTUNITY

There was no New Opportunity (as defined in the Prospectus
headed “Relationship with Controlling Shareholders — Non
Competition Undertakings”) referred by the controlling
shareholders to the Company as provided under the non-
competition undertaking.

CONTRACTS WITH CONTROLLING
SHAREHOLDERS

No contract of significance had been entered into between the
Company or any of its subsidiaries, and the controlling
shareholders or any of their subsidiaries during the year ended
31 December 2016.

CONNECTED TRANSACTIONS

The Company has entered into the following continuing
connected transactions (as defined under the Listing Rules) for
the year ended 31 December 2016:

(1)  On 16 May 2016, YT Industrial, an indirect wholly-owned
subsidiary of the Company entered into a lease agreement
("Yantek Lease”) with Yantek Electronics Company Limited
("Yantek”) a connected person of the Company within the
meanings of the Listing Rules. Pursuant to the Yantek
Lease, YT Industrial shall lease from Yantek the premises
situated at Flat E on 15th Floor and Flat Roof immediately
above of Tower 5 and Car Parking Space No. 11 on Car
Park B1, One Beacon Hill, No. 1 Beacon Hill Road,
Kowloon, Hong Kong with a gross total floor area of
approximately 1,473 square feet at a monthly rental of
HK$55,000 for a term of two years commencing on 1 June
2016 and ending on 31 May 2018 as staff quarter for Mr.
Chan Wing Yin and Mrs. Chan Yung.
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(2)  On 25 November 2016, Yan Tat Technology Limited (“YT
Technology”), an indirect wholly-owned subsidiary of the
Company renewed a tenancy agreement (“Headquarters
Lease”) with Yantek, a connected person of the Company
within the meanings of the Listing Rules. Pursuant to the
Headquarters Lease, YT Technology shall lease from Yantek
the office premises and warehouse located at Room 09, 10
and 14 on 8th Floor, Kwong Sang Hong Centre, Nos. 151-
153 Hoi Bun Road, Kwun Tong Kowloon, Hong Kong at a
monthly rental of HK$80,300 for a term of 2 years
commencing on 25 November 2016 and ending on 24
November 2018 for the Group’s use.

Yantek is beneficially owned as to 34% by Mr. Chan Yan Wing,
33% by Mr. Chan Yan Kwong and 33% by Ms. Chan Yan Sam.
Mr. Chan Yan Wing and Mr. Chan Yan Kwong are the executive
Directors of the Company. Ms. Chan Yan Sam is the sister of Mr.
Chan Yan Kwong and Mr. Chan Yan Wing and the daughter of
Mr. Chan Wing Yin and Mrs. Chan Yung.

The continuing connected transactions mentioned above are
fully exempt from the reporting, annual review, announcement
requirements and the independent shareholders’ approval
requirements as set out in Chapter 14A of the Listing Rules.

Save as disclosed above, a summary of significant related party
transactions, which do not constitute connected transactions,
made during the year is disclosed in note 34 to the Consolidated
Financial Statements. The Company confirmed that it has
complied with the disclosure requirements in Chapter 14A of the
Listing Rules.

The Company’s existing Share Option Scheme was approved for
adoption pursuant to a written resolution of all of our
Shareholders passed on 18 November 2014 for the purpose to
provide our Company with a flexible means of giving incentive
to, rewarding, remunerating, compensating and or providing
benefits to eligible participants and for such other purposes as
the Board approve from time to time.

Subject to the terms of the Share Option Scheme, the Board
may, at their absolute discretion, grant or invite any person
belonging to any of the following classes to take up options to
subscribe for shares: (a) any employee, supplier service provider,
customer, partner or joint-venture partner of the Group
(including any director, whether executive and whether
independent or not, of the Group) who is in full-time or part-
time employment with the Company or any subsidiaries, (b) any
person who have contributed or may contribute to the Group.
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The maximum number of shares which may be issued upon
exercise of all outstanding options granted under the Share
Option Scheme and any other share option schemes of the
Company must not exceed 30% of the total number of shares in
issue from time to time.

The total number of shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and
any other share option schemes of the Company must not
exceed 10% of the total number of shares in issue on 8
December 2014 unless the Company seeks the approval of the
shareholders in general meeting for refreshing the 10% limit
under the Share Option Scheme provided that options lapsed in
accordance with the terms of the Share Option Scheme or any
other share option schemes of the Company will not be counted
for the purpose of calculating 10% limit.

Details of the principal terms of the Share Option Scheme are set
out in paragraph headed “Share Option Scheme” in the section
headed “Statutory and General Information” in Appendix V to
the Prospectus. The principal terms of the Share Option Scheme
are summarised as follows:

The Share Option Scheme was adopted for a period of 10 years
commencing from 18 November 2014 and remains in force until
17 November 2024. The Company may, by resolution in general
meeting or, such date as the Board determined, terminate the
Share Option Scheme at any time without prejudice to the
exercise of options granted prior to such termination.

The exercise price per share of the Company for each option
granted shall be determined by the Board in its absolute
discretion but in any event shall be at least the higher of:

(1)  the closing price of the shares as stated in the daily
quotations sheets issued by the Stock Exchange on the
date of offer for the grant of option (“Date of Grant”)
which must be a trading day;

(2) the average closing price of the shares as stated in the
daily quotations sheets issued by the Stock Exchange for
the five business days immediately preceding the Date of
Grant; and

(3) the nominal value of the shares on the Date of Grant.

Upon acceptance of the options, the grantee shall pay HK$1.00
to the Company as consideration for the grant. The acceptance
of an offer of the grant of the option must be made within the
date as specified in the offer letter issued by the Company. The
exercise period of any option granted under the Share Option
Scheme shall not be longer than 10 years commencing on the
date of grant and expiring on the last day of such 10-year period
subject to the provisions for early termination as contained in the
Share Option Scheme.
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The total number of new shares of the Company that may be
issued upon exercise of all options to be granted under the Share
Option Scheme and any other share options schemes of the
Company shall not exceed 24,000,000 shares, which represents
10% of the shares in issue of the Company as at the date of this
report.

The maximum number of shares issued and to be issued upon
exercise of the options granted and to be granted to each
grantee under the Share Option Scheme (including exercised,
cancelled and outstanding options) in any 12-month period shall
not exceed 1% of the total number of Shares in issue. Any
further grant of options in excess of this 1% limit shall be subject
to issuance of a circular by the Company and approved by its
shareholders in accordance with the Listing Rules.

Any grant of share options to a director, chief executive or
substantial shareholder of the Company, or to any of their
associates, is required to be approved by the independent non-
executive directors. In addition, any grant of share options to a
substantial shareholder or an independent non-executive director
of the Company, or any of their respective associates, in excess
of 0.1% of the shares of the Company in issue at any time or
with an aggregate value (based on the closing price of the
Company’s shares at the date of grant) in excess of HK$5
million, within any 12-month period, are subject to shareholders’
approval in advance in a general meeting.

Share options do not confer rights on the holders to dividends or
to vote at shareholders’ meetings.

From the date of adoption of the Share Option Scheme to 31
December 2016, no options were granted under the Share
Option Scheme.

Additional particulars of the Company’s Share Option Scheme
are set out in note 28 to the Consolidated Financial Statements.

Apart from the aforesaid share option schemes, at no time
during the year ended 31 December 2016 was any of the
Company and its holding companies, subsidiaries and fellow
subsidiaries a party to any arrangement to enable the Directors
to acquire benefits by means of the acquisition of shares in, or
debentures of, the Company or any other body corporate, and
none of the Directors, or their spouses or children under the age
18, had any right to subscribe for the shares in, or debentures
of, the Company, or had exercise any such right.

Yan Tat Group Holdings Limited
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DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS EZEERIETHRAEREK®D HEROREE
OR SHORT POSITIONS IN SHARES, UNDERLYING 3HoRERSHKXA

SHARES AND DEBENTURES

As at 31 December 2016, the Directors and chief executives of RZ-ZTE— X F+_A=+—"H ARAAEETRTET
the Company had the following interests in the shares, BAEBRARR] - HEBEKE QA F KB AR (F
underlying shares and debentures of the Company, its Group & RESRHE KN ([EH5RBAEEM ) EXVE) 2
members and/or associated corporations (within the meaning of A&7 ~ RBIRL (D M EHF A TSR IRIEEF KL
Part XV of the Securities and Futures Ordinance (“SFO")), as HIEEMEIS2IGEBETFTHEENRRAMM - BB L™
recorded in the register required to be kept under Section 352 of R BIFf &k 2 X7 I BB AR 7] KRB X FTAIMES
the SFO or as otherwise notified to the Company and the Stock

Exchange pursuant to the Model Code in the Listing Rules:

The Company RATF
Number of
ordinary
Name of Capacity/ shares held Percentage of
Name of Director Group member nature of interest (Note 1)  shareholding
BEZBERHE
EEEH SEREER B fEwEHy (PfFEE1) BERBES L
Mr. Chan Wing Yin The Company Interest in a controlled 180,000,000 75%
corporation (Note 2) shares (L)
BRECEE 4 PIN/NG]] EEHEE R (T 2) 180,000,000 %
A& (L)
Mrs. Chan Yung The Company Interest of spouse (Note 3) 180,000,000 75%
shares (L)
PREZ+ ¥ N/NE| fofB s (5 3) 180,000,000 %
Az (L)
Notes: PE

1. The letter “L" denotes the Directors’ long position in the shares of the 1. [L] I EHFNAR R KRR R EB RO TR -
Company or the relevant associated corporation

2. The Company is held as to approximately 75% by Million Pearl Holdings 2. 782 =] i Million Pearl Holdings Ltd. ([ Million Pearl ) # % 41 75%

Ltd. (“Million Pearl”). Million Pearl is held as to 70% by Mr. Chan Wing Yin #E 2 ° Million Pearl IR B LA RRELZ T HRIHEH70% K
and 30% by Mrs. Chan Yung. Mr. Chan Wing Yin is the spouse of Mrs. 30% o RAEB L ERRBLLTHER - BIFFF LG
Chan Yung. Under the SFO, Mr. Chan Wing Yin is taken to be interested in Bl ARBLEHA#RE KOS - REEEERRA/NIE
the same number of shares in which Mrs. Chan Yung is interested. RSB 2 B fn PG -

3. Million Pearl is held as to 70% by Mr. Chan Wing Yin and 30% by Mrs. 3. Million Pearl 5 Bl FRFR 28 B 55 4= R R B L £ #5570% K% 30% ©
Chan Yung. Mrs. Chan Yung is the spouse of Mr. Chan Wing Yin. Under FREZ T RBRRE L ERBLE - RIZFF REE KA - RLIRE
the SFO, Mrs. Chan Yung is taken to be interested in the same number of BREREEZZROME  MEZLWEANEREE 2K
shares to which Mr. Chan Wing Yin is interested. Lk 2R
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Associated Corporation 1R L E
Number of
Name of ordinary
associated Capacity/ shares held Percentage of
Name of Director corporation nature of interest (Note 1)  shareholding
BEEBEREE
Ex=EE HHEEE & B B4 EmtE (PfF=E1) BFRES
Mr. Chan Wing Yin Million Pearl Beneficial owner/ 10 shares 100%
Interest of spouse
BRECE St 4 EnlEA AN BBk 10 iR A& 9
Mrs. Chan Yung Million Pearl Beneficial owner/ 10 shares 100%
Interest of spouse
RELZ L EnEA A ELBER 10 B A&7
Note: e
1. The disclosed interest represents the interests in the associated corporation, 1. PR Bz e AR ES A Million Pearl %R - HAFREKE KA

Million Pearl, which is held as to 70% by Mr. Chan Wing Yin and 30% by
Mrs. Chan Yung. Under the SFO, each of Mr. Chan Wing Yin and Mrs.
Chan Yung is taken to be interested in the same number of shares in which
other is interested.

Save as disclosed above, as at 31 December 2016, none of the
Directors and chief executives of the Company had any other
interests or short positions in any shares, underlying shares or
debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO) which were notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests or short positions
which they were taken or deemed to have under such provisions
of the SFO), or which were required, pursuant to Section 352 of
the SFO, to be entered in the register referred to therein, or
which were required, pursuant to the Model Code of the Listing
Rules.
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SUBSTANTIAL SHAREHOLDERS" AND OTHER
PERSONS’ INTERESTS AND/OR SHORT POSITION
IN SHARES AND UNDERLYING SHARES OF THE
COMPANY

As at 31 December 2016, so far as was known to the Directors,
the following persons/entities (other than the Directors or chief
executive of the Company) had, or were deemed to have,
interests or short positions in the shares or underlying shares of
the Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO were as follows:

FTERRREMATRAEQTRG REEK
HhZERERHKR

=

TE-RFT A= —B BREBERARA AT
AL/ ERB(BEREARAEETBRAERINRER
ARG IBAERN T BEXARERBEERBEES K
BIRBIFEXVEBE 2 RE 3D FIEAM AR R HKE
E’J%\ gkR - AEHBAREREZ RHBE GPIE 336
GARRIAFERNBRREMARNERIOARNT

REED
o
5

Number of
ordinary % of
shares held interest in
Name of Shareholder Capacity/Nature of interest (Note 1) the Company
BEZBEREA RAEQAFZ
BEERE HH 517 RmtE (FFzE1) EREDL
Million Pearl (Note 2) Beneficial owner 180,000,000 75%
shares (L)
Million Pearl (Ffi7£2) EnfEAA 180,000,000 A% (L)
Mr. Chan Wing Yin Interest in a controlled corporation (Note 3) 180,000,000 75%
shares (L)
PRECE A& R EEE R (e 3) 180,000,000 f% (L)
Mrs. Chan Yung Interest of spouse (Note 4) 180,000,000 75%
shares (L)

BRE L+ foiBtEss (PH5E4)
Notes:
1. The letter “L” denotes the person’s long position in the shares of the

Company or the relevant Group member.
2. Million Pearl is directly interested in approximately 75% of the Company.

3. The Company is held as to approximately 75% by Million Pearl. Million
Pearl is held as to 70% by Mr. Chan Wing Yin and 30% by Mrs. Chan
Yung. Mr. Chan Wing Yin is the spouse of Mrs. Chan Yung. Under the SFO,
Mr. Chan Wing Yin is taken to be interested in the same number of shares
in which Mrs. Chan Yung is interested.

4. Million Pearl is held as to 70% by Mr. Chan Wing Yin and 30% by Mrs.
Chan Yung. Mrs. Chan Yung is the spouse of Mr. Chan Wing Yin. Under
the SFO, Mrs. Chan Yung is taken to be interested in the same number of
shares in which Mrs. Chan Yung is interested.

Save as disclosed above, as at 31 December 2016, the Directors
were not aware of any other persons/entities (other than the
Directors and chief executive of the Company) who had interests
or short positions in the shares or underlying shares of the
Company which would fall to be disclosed to the Company
under the provisions of Divisions 2 and 3 of Part XV of the SFO
or which were recorded in the register required to be kept by the
Company under Section 336 of the SFO.

180,000,000 A (L)

1. [LI RRZALTRAR RS AKEREKERRINGTR

2. Million Pearl #8 ZXA R14) 75% K B i o

3. XA &) # Million Pearl 5 5 #975% 425 » M Million Pearl F3 R &8
BERERRBLTHBIRHET0% R30%Ex - REBELS
PREZ MBS - BURIBE S KB EES - BREBEERRR
PREBLZ T AR ZEREENRDPEEER -

4. Million Pearl B R &8 B 55 4 R PR BB 22+ B35 A 70% & 30% #
% MBELTAREBRAENRE - BUREZE S K& GG -
PR B8 22 15 AR A A PR S B ok AR M A5 o 2 BRI B0 B WO AR 19 P
i e

BREXABEEIN RZF—R"E+=-A=+—8"
%%ﬁ?\%ﬂ?&ﬁfﬂﬂﬁ‘r&)\t/ﬁ B(ARREERE
ZITHA BRIN RAR B AR B RIBE
HFREEEPIEXVEIFE 2 RINBARMARRKEZ
*E SRR - RIRIERE F R B FPI%E 336 (R AR
RAREFENBRRAMZBRTOKAE ©
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COMPETITION AND CONFLICT OF INTERESTS
During the year, save as disclosed in the Prospectus, none of the
Directors or substantial shareholders of the Company or any of
their respective associates has engaged in any business that
competes or may compete with the business of the Group or has
any other conflict of interests with the Group.

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

During the year, neither did the Company nor any of its
subsidiaries purchase, sell or redeem any of the Company’s listed
securities.

TAX RELIEF AND EXEMPTION

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

PRE-EMPTIVE RIGHTS

There is no provision for the pre-emptive rights under the
Company’s articles of association, or the laws of the Cayman
Islands, which would oblige the Company to offer new shares
on a pro-rata basis to existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed public float under the Listing Rules
throughout the financial year under review and up to the date of
this annual report.

CORPORATE GOVERNANCE REPORT

Details of the Group’s corporate governance practices can be
found in the Corporate Governance Report contained on pages
23 to 37 of this annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group produces PCB in China and sells them around the
world, and is faced with certain different types of risks and
uncertainties. The principal items are listed as below.

The Shenzhen new facility has been in use since 2015. The
Group may not successfully implement its capacity
expansion plans and effectively utilise this facility, and such
expansion may result in over-capacity, which may
materially affect our further plans, profitability and growth.

Yan Tat Group Holdings Limited
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ii. Substantial financial costs and depreciation expenses from
the Shenzhen new facility have been incurred since it has
been used. It may materially and adversely affect the
results of operations and financial condition.

ii.  The Group derives a significant portion of its revenue from
major customers, particularly communication and
automobile customers. The decrease in demand from
major customers may materially and adversely affect the
business.

iv.  Fluctuation in exchange rates may adversely affect the
business.

v.  The Group may be subject to any labour shortages,
increased labour cost or other factors affecting labour
force, which may materially affect the Group’s business
operation and financial condition.

vi.  The PRC government has tightened its environmental
regulation. Although the Group’s current operation falls in
line with the requirement, it may be affected and incur
additional expenses when the relevant regulatory threshold
is further raised in the future.

ENVIRONMENTAL PROTECTION

The Group’s production facilities are located in Shenzhen
("Shenzhen Facility”), PRC. The Group is subject to PRC national
and local environmental laws and regulations governing air
pollution, noise emissions, hazardous chemicals, water and
waste discharge and other environmental matters issued by PRC
national, provincial and municipal government and authorities.
For details of environmental protection of the Group, please
refer to the Environmental, Social and Governance Report on
pages 38 to 54.

COMPLIANCE WITH LAWS AND REGULATIONS
The Board paid attention to the Group's policies and practices
on compliance with legal and regulatory requirements. External
compliance and legal advisers are engaged to ensure transactions
and business performed by the Group are within the applicable
legal framework. Updates on applicable laws, rules and
regulations are brought to the attention of relevant employees
and operation units from time to time.
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EVENTS AFTER THE REPORTING PERIOD
There are no material subsequent events undertaken by the
Company or by the Group after 31 December 2016.

CLOSURE OF THE REGISTER OF MEMBERS

To determine the eligibility of the shareholders of the Company
to attend the AGM to be held on Wednesday, 24 May 2017, the
register of members will be closed from Friday, 19 May 2017 to
Wednesday, 24 May 2017, both days inclusive, during which
period no transfer of shares will be effected. In order to be
entitled to attend and vote at the annual general meeting, all
transfer forms accompanied by the relevant share certificates
must be lodged with the Company’s Hong Kong branch share
registrars, Tricor Investor Services Limited, Level 22, Hopewell
Centre, 183 Queen’s Road East, Hong Kong, for registration not
later than 4:30 p.m. on Thursday, 18 May 2017.

ANNUAL GENERAL MEETING

The AGM will be held on 24 May 2017. Shareholders should
refer to details regarding the AGM in the circular of the
Company and the notice of meeting and form of proxy
accompanying thereto.

AUDITORS
A resolution to re-appoint the retiring auditors, Ernst & Young, is
to be proposed at the forthcoming annual general meeting of
the Company.

By order of the Board

Yan Tat Group Holdings Limited
Chan Wing Yin

Chairman

Hong Kong, 24 March 2017
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Independent Auditor’s Report
WA R - E S

EY:

To the shareholders of Yan Tat Group Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Yan
Tat Group Holdings Limited (the “Company”) and its subsidiaries
(the “Group”) set out on pages 75 to 160, which comprise the
consolidated statement of financial position as at 31 December
2016, and the consolidated statement of profit or loss, 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 2016, and of its consolidated financial
performance and its consolidated cash flows for the year then
ended in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs") issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA"”) and have been properly
prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

We conducted our audit in accordance with Hong Kong
Standards on Auditing (“HKSAs"”) issued by the HKICPA. Our
responsibilities under those standards are further described in
the Auditor’s responsibilities for the audit of the consolidated
financial statements section of our report. We are independent
of the Group in accordance with the HKICPA's Code of Ethics for
Professional Accountants (the “Code"”), and we have fulfilled our
other ethical responsibilities in accordance with the Code. We
believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our opinion.

HREEEERARLARRE
(REEHBAMA L2 FRAA])

=R

BMEFEFDIHNETS AEFE 160 AN REEEIER
BRARTERRD RENMBAR ([EEE ) WNES
MEHE - WA BERREBEN_FT—XR"F+_-A
=+ BENGEAVMBRARKREREZB LFENGES
BaER GA2HRER GaRREPRIEGEAR
ERER  UREEPBHRRWE  BRIBEGTK

Paras a5
RPL= °

BMRA  ZEHEAVMBRREBREBFTESAMAE
([BAEEAg ) ERKEEMHREEL) ([F
BUBHREE DEEMALMRRT BEEER
E-REFT A=t HNESUEINRRBEZH
LHFENEEUBRARGERATRE YR ERE
AR BUEDDEVRE R TEZ BHHE -

RENER
BPEREBEEB S AERAACEBETELD(E
BETER D EITES - RPIEZSFERTAENE
EEEARE EHE G FL AR B HER AR E ]
Mo EE— T - RIBEE S ASBEMNKE

2ataEZTA) (TSR - BB BEEE
YERITTARNEMERBEESL - RFBEE - &
PR SNES REERE LBE N ARMNEAE
RIRHLERE -

REKEEZERARAR
F£ 3% 2016

69



Independent Auditor’s Report (continued)

BUZRRETRE ()

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole and in forming our
opinion thereon, and we do not provide a separate opinion on
these matters. For each matter below, our description of how
our audit addressed the matter is provided in that context.

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

BRB FRETRERMOERAE - BRH AR
BUBBERNEARSERNSEH - GELFREEY
HEVBRABRETENATLKERINER TET
BRIER  BRATHELEREHEBNER - JMYH
T E—REAER PRI FEEERE AL BE
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FENEF| BOMMNEE  BERELBRET
EREBNEME - HEM - BANBRS TERERT
REETHENEA M B RERERNERER TR HE
FHEFF - RPIMITEAEFNGER  BREEYH TR
MEGTFEMATHREF  AEEMBRMREBER
BRTBRIRM T AR

financial statements.

Key audit matters

BRETSEE

How our audit addressed the key audit matters

RANETNAEEERETSE

Impairment of trade and bills receivables

EZRRFAREREERE

As at 31 December 2016, the Group had gross trade and
bills receivables of approximately HK$210,112,000 before
impairment provision of approximately HK$2,880,000. The
Group maintains a defined credit policy and overdue
balances are reviewed regularly by senior management. The
Group first assessed at the end of the reporting period
whether objective evidence of impairment existed individually
for trade and bills receivables that are individually significant,
or collectively for trade and bills receivables that are not
individually significant. If the Group determined that no
objective evidence of impairment existed for an individually
assessed receivable, whether significant or not, it included
the receivable in a group of receivables with similar credit risk
characteristics and collectively assessed them for impairment.
To determine whether there is objective evidence of
impairment, the Group considered factors including, inter
alia, the probability of insolvency or significant financial
difficulties of the debtors, and any default or significant delay
in payments.

RZZB-—RF+ZA=+—H BEEEEZSRKFTANE
W SRR 485849 210,112,000 78 7T (FHRR BB B 4 2,880,000

ABTLHT) o BEEE#RSEMEEBRRAHSRERETH
ERAMANFE - BERERNFEHRE LHEETER

ERBEEE ENFENERNEXNZE 5 EYIA M EKRE
B REREAEBTENLIFERNEXN 2 E WA K E
WEE - i BEEEEXERER R N FERER R
HEWRIE(BREANED) NS KAERUEERREE
ZREWGRIARIE - WARBT AFERE - SETEEF
EEBREEE  SEEZEZRAEEE  NEBARA
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We evaluated management’s assessment of impairment
of trade and bills receivables. Our procedures included,
inter alia, understanding, assessing and testing the
Group's processes and controls relating to the granting
of credit terms, monitoring of outstanding receivables
and assessing any changes in credit quality, and
assessing the provision required by checking the
correctness of the aging of trade and bills receivables as
at 31 December 2016, the settlements made subsequent
to the end of the reporting period, past repayment
history and historical write-off experience of debtors,
and other external information relating to the
creditworthiness of the debtors. We also assessed the
related disclosures in the consolidated financial
statements.
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Independent Auditor’s Report (continued)

B ZRENRE ()

Key audit matters

BREETEE

How our audit addressed the key audit matters

RAWETNAEEERETSE

Impairment of trade and bills receivables (Continued)

EZEUSEREREERE (&)

The impairment assessment of trade and bills receivables
requires management to make significant assumptions and
estimates that affect the reported amount of trade and bills
receivables and related disclosures.
AEESRERIERERERRETSZEREELTES
%EHFKE&J%H&ZE—EEZEEWQEE&H B 1 B8 1) B KR ER
K fhET e

The related disclosures are included in notes 2.4, 3 and 19 to
the consolidated financial statements.

MHERRBEHN R A M BEHRME24 319

Write-down of inventories to net realisable value

Wl 7FE 2 BB EE

The Group had inventories with a carrying amount of
approximately HK$54,198,000 at 31 December 2016. The
Group performs regular review of the carrying amounts of
inventories to determine if any write-down of inventories to
net realisable value is required after considering, inter alia,
the aged analysis of inventories, the purposes for which the
inventories are held, current market conditions, relevant
historical data and the expected future sales of goods and
usages of materials.

EEER T —R"FT+-_A=+—BEREEY
54,198,000 8 278 - BEEEHEFEZREEELETE
HER URZER(ETeE)FEZREST BEFE
Z B BITmR - HEBESENEREIHRKHEE &
MHBRRETRAREMFENRE LA #RFE -

The determination of net realisable value requires
management to make significant assumptions and estimates
that affect the reported amount of inventories and related
disclosures.

ErAE2R 3 EREEERBELTEFE  HRe B NE
BB EE A E AR M AAE -

The related disclosures are included in notes 2.4, 3 and 18 to
the consolidated financial statements.

MHERRBEH N R A M EHRME24 3218

We evaluated management’s assessment of whether the
estimated net realisable values of inventories declined
below their carrying amounts. Our procedures included,
inter alia, understanding, assessing and testing the
Group's processes and controls over identifying and
valuing obsolete, damaged, slow-moving, excessive and
other potentially impaired inventory items for which their
net realisable values might decline below their carrying
amounts; evaluating the methodologies, inputs and
assumptions used by the Group in determining the net
realisable values of inventories; and assessing the write-
down of inventories required by checking the correctness
of the aged analysis of inventories, the purposes for
which the inventories are held, sales made and materials
used subsequent to the end of the reporting period,
current market conditions, relevant historical data and
the expected future sales of goods and usages of
materials.
BATRERERAFE 22N FELEME
BEREBREEZ 7 o G2 F el R EAmIN)
TR AHERAE ESEBMRE - BE R B
% REMBERETRIER R EELGE (R
BFEFMEREENERAE) ZRIEREE &
it EEERECHFENERFEMERRTE B
ABUE KRR - A NGRS R ERIEMTE
BEMOR - HAETFECEN  MEPREMELEHE X
EAME - RITHR - HABESEREMRBHRRK
SHE R B R
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Independent Auditor’s Report (continued)

BUZRRETRE ()

OTHER INFORMATION INCLUDED IN THE
ANNUAL REPORT

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

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit
Committee in discharging their responsibilities for overseeing the
Group's financial reporting process.

Yan Tat Group Holdings Limited
Annual Report 2016
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Independent Auditor’s Report (continued)

B ZRENRE ()

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, and for no other purpose. We do
not assume responsibility towards or accept liability to any other
person for the contents of this report.

Reasonable assurance is a high level of assurance, but is not a
guarantee that an audit conducted in accordance with HKSAs
will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken
on the basis of these consolidated financial statements.

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

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

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

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

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.
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BAWER  RHSRAMBRABERSIFEHR
MEFERM BB ERNERRAMGAIRRE - A
HABSRRMEENZHERE - RAEH2EER
EHIRE - BRULIASN » AR E W B|E M A o RFIT
ERRBERENARAEREMALE ERAEE
A& -

BEARBERKFHRE  BETERERKEERT
ERNVETTHRE - ER—EANERFAERBREER -
$AR AT LA R EREF SR AR B - IR A BRI T MBS
YIERERAIRER ER A M B RRERERESZEEY
BMRPTEH KRR TE - RIB BRI R IEER
X o

ERB(EEFTENDETRTNBRES - RIER
TEXEHE - R T EREREE - BT -

o BRI BNIRIFREER T GBS MR
REEEANEHRNER - KT RPITEAZF N
EHELRERE  ANERTENEENETER
& EREMERMER - RN RGEFAI8E8 K& 5
*o e EEER  ERRA - OEBRAE
Zhl 2 £ - Bt REEHIRARFFMERNEAE
BOERSNARERRRNBRMEMNEAH
B R o

o ERERERSHAMMAIES - URFHEEHES
R BEMNEY BRBEREESRA R
BRER -

o HEEEMRASTERENRELERELES
HETMAERE R BB A IR L -

e HERRABELKLSHERNREE(ELA
i o RBPIERMM B EE TSR FEES
HHEERNEHENEATHEEN - A EER
H BEEENFELERNIELEEARRE - IR
BAIRBFEEARTHEN - QB U REZEED
REPIRFBEAEIEHFESMBRRTNEH
KE - BRESHENEETE - URMEEERFE
BREER - HfINEREERNZEERE A L
FTERIS RO ERTHERE - A - REFRABERAT 4L
Y BEEETRSEKLE -

REKEEZRARAR
F3% 2016

/3



Independent Auditor’s Report (continued)

BUZRRETRE ()

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

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

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

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

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

The engagement partner on the audit resulting in this
independent auditor’s report is Chan Yat Fai, Peter.

Ernst & Young

Certified Public Accountants
22/F, CITIC Tower

1 Tim Mei Avenue

Central, Hong Kong

24 March 2017
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Consolidated Statement of Profit or Loss

Year ended 31 December 2016 # %= — & —

NFFZA=+—HIFE

2016 2015
—E—RE —E—hHEF
Notes HK$'000 HK$'000
B TERT FET
REVENUE 1@ 5 591,407 638,930
Cost of sales $HE R AN (471,514) (494,810)
Gross profit EF 119,893 144,120
Other income and gains H g A R Wzs 5 12,050 7,972
Selling and distribution expenses HE RS HFAX (20,492) (25,329)
General and administrative expenses  —f& M 1T B X (72,120) (72,467)
Other expenses HipE (1,369) (612)
Finance costs BhE Bk 2N 7 (7,549) (3,960)
PROFIT BEFORE TAX R AT % F 6 30,413 49,724
Income tax expense FriS it i X2 10 (7,030) (7,311)
PROFIT FOR THE YEAR RAREE AES
ATTRIBUTABLE TO OWNERS FREF
OF THE COMPANY 23,383 42,413
EARNINGS PER SHARE EAREBEERFEA
ATTRIBUTABLE TO ORDINARY EaERER
EQUITY HOLDERS OF THE
COMPANY 12
Basic and diluted HAR K #E HK9.7 cents %4l HK17.7 cents 1l

REKEEZERARAR
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Consolidated Statement of Comprehensive Income

SEEHEWER

Year ended 31 December 2016 #HZE_—ZT—NF+_HA=1+—HILFE

2016 2015
—E—RE —E—hF
HK$'000 HK$'000
FHET FHTT

PROFIT FOR THE YEAR FRRF 23,383 42,413
OTHER COMPREHENSIVE INCOME/(LOSS) EfttZEW A~ (EE)
Other comprehensive income/(loss) to REZERIBEF S AEERE

be reclassified to profit or loss in Em2mER A (EE)

subsequent periods:

Change in fair value of an AHHEREN QA TEE

available-for-sale investment 179 426
Exchange differences on translation MEBINEEHE X Z5
of foreign operations (30,517) (20,714)

Net other comprehensive loss to REZBRSENSEEER

be reclassified to profit or loss in E’JE@EE%T&!@%@

subsequent periods (30,338) (20,288)
Other comprehensive income not to REZHETEETHES

be reclassified to profit or loss in BREmE2miA

subsequent periods:

Gain on property revaluation YIS G KE - 647

Income tax effect FrigHisc & = (162)
Net other comprehensive income not to REZHRATSEHHDEEES

be reclassified to profit or loss in E’L L 2 EURA SRR

subsequent periods - 485
OTHER COMPREHENSIVE LOSS FREMEEEE  MRHIEA

FOR THE YEAR, NET OF TAX (30,338) (19,803)
TOTAL COMPREHENSIVE INCOME/(LOSS) A THEE AL ERN2E

FOR THE YEAR ATTRIBUTABLE TO WA (E18)

OWNERS OF THE COMPANY (6,955) 22,610
76 Yan Tat Group Holdings Limited
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Consolidated Statement of Financial Position

e BT ISR 3R

31 December 2016 —ZF—N#E+_-HA=+—H

2016 2015
ZE-ARF —E—RF
Notes HK$’'000 HK$'000
B =E F#ET T
NON-CURRENT ASSETS FRBEE
Property, plant and equipment M - R M ERE 13 396,525 410,165
Investment properties WEYHE 14 19,351 5,966
Prepaid land lease payments TEfT T EFIR 15 4,976 5,562
Deposits for purchases of items of BEYE  BERXEIER
property, plant and equipment iz ® 16 8,545 28,283
Deposits Be 20 2,169 7,809
Deferred tax assets RIETHIRE B 26 7,947 7,651
Available-for-sale investment AIEHERE 17 3,773 1,697
Loan to an investee BERTHRELHR 17 = 2,148
Total non-current assets IERBEELE 443,286 469,281
CURRENT ASSETS FBEE
Inventories FE 18 54,198 44,952
Trade and bills receivables B 5 EGRIE R B E R 19 207,232 208,798
Prepayments, deposits and TERFRIE - RE REAM
other receivables FENRIR 20 6,236 16,175
Tax recoverable A Yz [B] 7 18 1,089 760
Pledged deposits and restricted cash 2 EF &R HI1437 & 21 34,930 23,322
Cash and bank balances N& RIRITES 21 83,017 100,293
Total current assets MENEELE 386,702 394,300
CURRENT LIABILITIES RBAE
Trade and bills payables B EMNRIBREMNEE 22 108,308 113,611
Other payables and accruals HihEMRIE R ETE R 23 55,145 93,634
Interest-bearing bank borrowings T RRITE 24 202,273 163,277
Finance lease payables A TH & T IE 25 5,826 5,470
Tax payable JE iR 10,777 12,390
Total current liabilities ME) BB 382,329 388,382
NET CURRENT ASSETS MEE E TR 4,373 5918
TOTAL ASSETS LESS REERABRE
CURRENT LIABILITIES 447,659 475,199
RESEERERAA 77
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Consolidated Statement of Financial Position

e BRI R

31 December 2016 —ZE— X NF+-_HA=1+—H

2016 2015
—E—REF —E-FRF
Notes HK$’'000 HK$'000
M TExT FET
TOTAL ASSETS LESS BEERRBAMSE
CURRENT LIABILITIES 447,659 475,199
NON-CURRENT LIABILITIES FREBEE
Interest-bearing bank borrowings sHEERITER 24 8,108 25,655
Finance lease payables A& E e RIE 25 7,222 11,899
Deferred tax liabilities FEEFHIEA & 26 3,495 342
Other payable HoAth FE T FRIR 23 = 2,624
Deferred income FRIE WA 23 7,005 5,895
Total non-current liabilities EmB B EREE 25,830 46,415
Net assets BEFE 421,829 428,784
EQUITY xR
Equity attributable to owners RATEE AEGER
of the Company
Issued capital BT A 27 2,400 2,400
Reserves & 29 419,429 426,384
Total equity BREES 421,829 428,784
Chan Yung Chan Wing Yin
BB PREeE
Director Director
4 -
78 Yan Tat Group Holdings Limited
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Consolidated Statement of Changes in Equity
MEEREEX

Year ended 31 December 2016 #HZE —E— N+ _-H=1+—HIFE

Attributable to owners of the Company

ALTRANE

Available-
forsale  Landand

Issued Share investment ~~ building ~ Exchange
share  premium Capital ~ revaluation  revaluation ~ fluctuation Reserve  Retained Total
capital  account Teserve Teserve Teserve Teserve funds* profits equity
A i
BEf R&ir HERE  RigF Eil
Re ARk RARE  EMEE  BREE  RBRE  BREEe: REEN 4R
Note  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000  HKS'000  HK$'000  HK$'000  HK$'000
W FEr  TEAr  TEr TR AL TR AR TEn T
At 1 January 2015 RZ-1%-A-A 2,400 62,609 60,455 28 = 52,697 26338 213447 48174
Profit for the year Emahl = = - - - - - Q43 443
Other comprehensive income/(oss) EREM2ARA/(BE) :
for the year:
Change in far value of an A ERENATERS
available-for-sale investment - - - 426 - - - - 426
Bichange differences on translation of A E BN EHE 28
foreign operations - - - - - (20,714) - - (20,714)
Gain on property valuation, netof tax ~ MEMHENE - MRHE = = - - 185 - - _ 185
Total comprehensive income(loss) ER2ENA/ (Bl 48
for the year - - - 426 485 (20,714) - 0243 22,610
Interim 2015 dividend “T-nEhERE I = = = = = - - (120000 (12,000
Transfer from retained profits EEEREET = = = = = = 3,671 (3.671) =
At 31 December 2015 RZZ-RF+tZR=1-R 2,400 62,609 60,455 654 485¢ 31,983 30009 240189 428,784

BRESEZERERAA
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Consolidated Statement of Changes in Equity
REERgExR

Year ended 31 December 2016 #HZE —E— N+ _-F=1—HIFFE

Attributable to owners of the Company

ARAREAER

Issued Share

share  premium Capital
capital account reserve

B&f7 Bt

B BERE  RERE
HKS'000 HKS'000 HKS000
TR TR Thn

Available-
forsale  Land and
investment  building  Exchange

revaluation  revaluation fluctuation Reserve  Retained Total
reserve reserve reserve funds* profits equity
it tHE

HERE g7 3

EffEE  EfERG  NBRE GEE:: REEW  f8a

HKSO00  HKS000  HKS'000  HKS000  HKS'000  HKS'000
TR  TEx  TEr  THR  TEn TR

At 1 January 2016 RZE-~E—A-H 2,400 62,609 60,455 654 485 31,983 30,009 240,189 428,784
Profit for the year ERai - - - - - - - 2338 23383
Other comprehensive incomeffloss) ~ EREMZERA/(BE) :
for the year:
Change in fair value of it ERENATEEE
an avalable-for-sale investment - - - 179 - - - - 179
Exchange differences on translation of & G5 EREN 25
foreign operations - - - - - (30,517) - - (30517)
Total comprehensive incomel(oss) ER2ENAN/(BB) g%
for the year - - - 179 - (30,517) - 23,383 (6,955)
Transfer from retained profits ERARTER - - - - - - 2874 (2.874) -
At31 December 2016 R-E-RETZAZ1-B 00 R60Y 6045 83 By 16E R 2606 418

30

Pursuant to the relevant laws and regulations for foreign investment
enterprises, a portion of the profits of certain subsidiaries established in the
People’s Republic of China (the “PRC") is required to be transferred to the
PRC reserve funds which are restricted as to use. These PRC entities are not
required to effect any further transfer when the amount of the PRC reserve
funds reaches 50% of their registered capital. The PRC reserve funds can be
used to make good their future losses or to increase their registered capital.

These reserve accounts comprise the consolidated reserves of
HK$419,429,000 (2015: HK$426,384,000) in the consolidated statement
of financial position.

Yan Tat Group Holdings Limited
Annual Report 2016
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Consolidated Statement of Cash Flows

GEETRER

Year ended 31 December 2016 #HZ — %

—NFTZA=+—HILFE

2016 2015
—E—XRE —ET—RF
Notes HK$'000 HK$'000
B =E F#ET T
CASH FLOWS FROM OPERATING EERBBRERE
ACTIVITIES
Profit before tax FR 154 A& A 30,413 49,724
Adjustments for: TS IEFE
Finance costs BbE K AR 7 7,549 3,960
Bank interest income HRITH BN 5 (272) (397)
Depreciation e 6 29,120 18,051
Recognition of prepaid land lease WERIE LA E FE
payments 6 246 263
Write-down/(reversal of write-down) ﬁ/(ﬁé‘@?ﬂﬂﬂﬁ_%
of inventories to net IR FE
realisable value 6 (2,390) 1,331
Reversal of impairment of trade B Z e IEE BB E
receivables 6 - (2,882)
Fair value gain on investment KEMERTFEL S
properties 5,6 (8,727) (631)
Amortisation of deferred income R FE U A B £ (358) (28)
Write-off of items of property, plant ﬁhﬁ(fﬁ%% R R 7%
and equipment 6 69 438
Write-off of deposits paid for WEEREEY X - BE R
purchases of items of property, REBEEBE X 2iEe
plant and equipment 6 1,064 -
Gain on disposal of items of property, HEME  BE K& &
plant and equipment e 5,6 - (78)
56,714 69,751
Decrease/(increase) in inventories FERL,/ () (11,367) 3,687
Increase in trade and bills Z 5 e EOE R E W EE
receivables i*j][l (5,754) (9,361)
Decrease/(increase) in prepayments, TR ~ e R EMmEIR
deposits and other receivables /TAIE/DZQ/UM) 9,135 (8,403)
Decrease in trade and bills payables B S RNZIERENZRRD (926) (12,093)
Decrease in other payables Hh AT SRR I FE R ROIRR A
and accruals (6,203) (3,506)
Decrease in an amount due to JEAS — R R B N B ZRIE R D
a related company = (55)
Exchange realignment PE A # 1,333 565
Cash generated from operations EXEKENES 42,932 40,585
Interest received B FI & 272 397
Interest paid BAFLE (7,195) (6,417)
Interest element of finance REAE A"H%HME’]
lease rental payments PSR 7 (652) (68)
Hong Kong profits tax paid E%ﬂﬁ% BAIFH (354) (1,493)
Overseas taxes paid EAREINEIE (5,356) (5,801)
Net cash flows from operating activities & & &8NPSR & m & %4 29,647 27,203
RESEERERAT 81
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Consolidated Statement of Cash Flows

GERTRER

Year ended 31 December 2016 #E—E— X NEFE+_-_HA=1+—HILFE

2016 2015
—E—RE —ZT—RHF
Notes HK$'000 HK$'000
B 5E FET FET
Net cash flows from operating activities & & &8NPSR & m & %58 29,647 27,203
CASH FLOWS FROM INVESTING RETHRBRAESRE
ACTIVITIES
Purchases of items of property, BEEWE  KERXEEER
plant and equipment (55,536) (41,422)
Proceeds from disposal of items of HEWE - BENMEEER
property, plant and equipment FriS5k18 2,130 78
Deposits paid for purchases of items of EEE Y3 - MERREHER
property, plant and equipment i e 16 (1,132) (61,677)
Receipts of government grants W ER R 1 478 B 2,119 2,619
Decrease/(increase) in certain time BT EHMBITER
and bank deposits pledged as W () - BEERE
security for certain banking facilites & T iR1TRIE R EN =%
and bills payable 2 (34,444) 3,747
Decrease/(increase) in restricted cash ZREIFRS R () 1,704 (2,363)
Net cash flows used in investing & EEMAR S REF58
activities (85,159) (99,018)
CASH FLOWS FROM FINANCING METHFERERE
ACTIVITIES
New bank borrowings FIERITIER 271,201 319,734
Repayment of bank borrowings BERITEN (246,693) (282,644)
Capital element of finance lease rental B & &4 42K
payments BERE D (5,648) (2,348)
Dividend paid ERRE 11 = (12,000)
Net cash flows from financing activities gi&/EBFTEIR &R E F5 18,860 22,742
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Consolidated Statement of Cash Flows

GEETRER

Year ended 31 December 2016 #HZE —E— N+ _-H=1+—HIFE

2016 2015
—E—XRE —E—RF
Notes HK$'000 HK$'000
B TERT FET
NET DECREASE IN CASH RERBEEEEY
AND CASH EQUIVALENTS WA R (36,652) (49,073)
Cash and cash equivalents at FNHReRBLEED
beginning of year 121,358 172,270
Effect of foreign exchange rate ERFH)FE
changes, net (1,689) (1,839)
CASH AND CASH EQUIVALENTS AT S£ABRERELZEY
END OF YEAR 83,017 121,358
ANALYSIS OF BALANCES OF CASH HREeRHLZEBYEBIM
AND CASH EQUIVALENTS
Cash and bank balances as stated REPBARRERTEHIA S &
in the consolidated statement of SRTTAE R
financial position 21 83,017 100,293
Certain time and bank deposits with ~ PAESRRIEBE PR =M@A
original maturity of less than mE T EBRRITER
three months when acquired - 21,065
Cash and cash equivalents as stated in 42 &I & REXRMEHIR S
the consolidated statement of MIREZEED
cash flows 83,017 121,358
RESEERERAT 83
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371 December 2016 —ZE—N&E+_-_HA=+—H

CORPORATE AND GROUP INFORMATION 1. RARAREEER
The Company was incorporated in the Cayman Islands on ARAAR-_ZE—NWFELANEBREHRSHEESE
8 July 2014 as an exempted company with limited liability RERNREEREFESTMEKIREREER
under the Companies Law, Chapter 22 of the Cayman AT o AR T EET S BR bk 4 Clifton House,
Islands. The address of the registered office of the PO Box 1350, 75 Fort Street, Grand Cayman
Company is Clifton House, P.O. Box 1350, 75 Fort Street, KY1-1108, Cayman Islands © "R A A) = Z & 8
Grand Cayman KY1-1108, Cayman Islands. The principal B AR S NEEESER 151-153REETH
place of business of the Company is located at Room 809- L3809 % 810 % °
810, Kwong Sang Hong Centre, 151-153 Hoi Bun Road,
Kwun Tong, Kowloon, Hong Kong.
During the year, the Group was principally engaged in the FA - AEEEERFRIERIEEEDRIERER
manufacture and sale of printed circuit boards.
The Company'’s shares were listed on the Main Board of KRARBROR-_ZE—NE+-ANBREBH#
The Stock Exchange of Hong Kong Limited (the “Stock ERGHABRAR([HRA)ERET - ESE
Exchange”) on 8 December 2014. In the opinion of the RE  NREZIZERA B R EREIER R R AR R
Directors, the holding company and the ultimate holding B 4 = B B s it B 32 2 Million Pearl Holdings
company of the Company is Million Pearl Holdings Ltd., Ltd. °
which is incorporated in the British Virgin Islands.
Information about subsidiaries F /8 A B &
Particulars of the Company’s subsidiaries are as follows: KAIMBRBFEET -

Place of Issued ordinary

incorporation/ share capital/ Percentage of

registration paid-up equity attributable to Principal
Name and business registered capital the Company activities

L/ BRITEARE/
1 BES S SRR RAFEERERIL  TEEH

Direct Indirect
E# 3
Yan Tat Group Limited* British Virgin Islands/ Us$100 100 - Investment holding
Hong Kong

REERRHS /B 100%7 REHR
Yan Tat (HK) Industrial Limited Hong Kong HK$5,000,000 = 100 Trading of printed circuit boards
BE(FA)EFERAR & 5,000,000/ 7 EEORZHR
Yan Tat Technology Limited Hong Kong HK$1,000,000 = 100 Trading of printed circuit boards
BENBARAA & 1,000,000/ 7 EEORIEHR
Yan Tat Printed Circuits (Shenzhen) Co,, Ltd. " * * PRC/Mainland China HK$165,000,000 - 100 Manufacturing and sale of printed

ircuit boards

BEER (R ARAD" hE /B 165,000,000/ 7 HERAEERIBHRR
Grace Yan Tat Electronics (Shenzhen) Co, Ltd. * * * PRC/Mainland China RMB1,000,000 - 100 Property holding
EREET (R ERAR"+* hE /B ABH#1,0000007 e
Yan Tat Printed Circuit Technology (Nantong) Co., Ltd. “#*  PRC/Mainland China 1S$8,000,000 - 100 Inactive
BRI (B ARRA hE /B 8,000,000% 7 UEET
Yan Tat Environmental Technology (Nantong) Co., Ltd. ™ #*  PRC/Mainland China RMB43,100,000 - 100 Property holding
BRRERRNARAR 1 hE/hER AR 43,100,000 BENE

Yan Tat Group Holdings Limited
Annual Report 2016
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Notes to Financial Statements

B ISR M A

31 December 2016 —ZF—N#E+_-HA=+—H

1. CORPORATE AND GROUP INFORMATION

(continued)
Notes:

* Their statutory financial statements were not audited by Ernst &
Young, Hong Kong or another member firm of the Ernst & Young
global network.

Registered as wholly-foreign-owned enterprises under PRC law.
Registered as a limited liability company under PRC law.

# The English names of these companies represent the best effort
made by management of the Company to directly translate their
Chinese names as these companies did not register any official
English names.

2.1 BASIS OF PREPARATION

These financial statements have been prepared in
accordance with Hong Kong Financial Reporting Standards
("HKFRSs") (which include all Hong Kong Financial
Reporting Standards, Hong Kong Accounting Standards
("HKASs"”) and Interpretations) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA"),
accounting principles generally accepted in Hong Kong
and the disclosure requirements of the Hong Kong
Companies Ordinance.

They have been prepared under the historical cost
convention, except for an available-for-sale investment and
investment properties which have been measured at fair
value. These financial statements are presented in Hong
Kong dollars (“HK$") and all values are rounded to the
nearest thousand except when otherwise indicated.

Basis of consolidation

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

1.

2.1
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2.1

86

BASIS OF PREPARATION (continued)

Basis of consolidation (continued)

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

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

(b)  rights arising from other contractual arrangements;
and

(©)  the Group's voting rights and potential voting rights.

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

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

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

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

Yan Tat Group Holdings Limited
Annual Report 2016
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Notes to Financial Statements
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31 December 2016 —ZE— X F+_-_HA=1+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

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

Amendments to HKFRS 10,  Investment Entities: Applying the
HKFRS 12 and HKAS 28 Consolidation Exception
(2011)

Amendments to HKFRS 11 Accounting for Acquisitions of
Interests in Joint Operations

HKFRS 14 Regulatory Deferral Accounts

Amendments to HKAS 1 Disclosure Initiative

Amendments to HKAS 16 Clarification of Acceptable
and HKAS 38 Methods of Depreciation and

Amortisation

Amendments to HKAS 16 Agriculture: Bearer Plants
and HKAS 41

Amendments to HKAS 27 Equity Method in Separate
(2011) Financial Statements

Annual Improvements Amendments to a number of
2012-2014 Cycle HKFRSs

The adoption of the above new and revised standards has
had no significant financial effect on these financial
statements.
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS
The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective, in
these financial statements.

Amendments to HKFRS 2 Classification and Measurement
of Share-based Payment
Transactions?

Amendments to HKFRS 4 Applying HKFRS 9 Financial

Instruments with HKFRS 4
Insurance Contracts?

HKFRS 9 Financial Instruments?
Amendments to Sale or Contribution of Assets
HKFRS 10 and between an Investor and its
HKAS 28 (2011) Associate or Joint Venture*
HKFRS 15 Revenue from Contracts with
Customers?
Amendments to Clarifications to HKFRS 15
HKFRS 15 Revenue from Contracts
with Customers?
HKFRS 16 Leases®
Amendments to HKAS 7 Disclosure Initiative'
Amendments to HKAS 12 Recognition of Deferred Tax
Assets for Unrealised Losses'
Annual Improvements Amendments to a number of
2014-2016 Cycle HKFRSs®

Effective for annual periods beginning on or after 1 January 2017

1

2 Effective for annual periods beginning on or after 1 January 2018

3 Effective for annual periods beginning on or after 1 January 2019

4 No mandatory effective date yet determined but available for
adoption

B Effective for annual periods beginning on or after 1 January 2018,

except for the amendments to HKFRS 12, which are effective for
annual periods beginning on or after 1 January 2017

The Group is in the process of making an assessment of
the impact of the new and revised HKFRSs upon initial
application but is not yet in a position to state whether
these new and revised HKFRSs would have a significant
impact on the Group’s financial performance and financial
position.

88 Yan Tat Group Holdings Limited
Annual Report 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES

Fair value measurement

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

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

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

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

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

Level 2 —  based on valuation techniques for which

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

Level 3 —  based on valuation techniques for which
the lowest level input that is significant to
the fair value measurement is unobservable
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Impairment of non-financial assets

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

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

An impairment loss is recognised only if the carrying
amount of an asset exceeds its recoverable amount. In
assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset. An
impairment loss is charged to the statement of profit or
loss in the period in which it arises, unless the asset is
carried at a revalued amount, in which case the
impairment loss is accounted for in accordance with the
relevant accounting policy for that revalued asset.

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

Yan Tat Group Holdings Limited
Annual Report 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)
Related parties
A party is considered to be related to the Group if:

(a)

or

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

(i)
(if)
(iif)

has control or joint control over the Group;
has significant influence over the Group; or

is @ member of the key management personnel
of the Group or of a parent of the Group;

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

(i)

(ii)

(iii)

(iv)

(vi)

(vii)

(viii)

the entity and the Group are members of the
same group;

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

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

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

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

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

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

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

B
AT AL HHAR R EAKEERE

(a

%

il AT AL s ET

(i)
(ii)
(iii)

B RRBE (30

BomzBAL

22 i S A FIE B AR
HAKBEEEAZEN X

RASEXAEBBRARNEIRE
EEKE

il B A THMEMMREFAREEE

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

SERRAREER - £EOKE
A7

ERAS KBS —EBHSA
R PRE S E T
ERRRAEDE :

ZEBRAKERELAEEERE
MEELER M SR HBERIRE

)IE PR P A 1R sk

ZEEH@E

)

@MEFIIATHZERBABEX
wi@cﬁj%ﬁ&%ﬁ%(ﬁk%ﬁﬁ%ﬂ@@
AMEEEREKE

ZEBIEBK —HBoNKENE
ﬁﬁfcié/}ﬂrﬂzli’ilizﬁ’il!
FRHEEZEEABR

BEXEERERA A 91

F3R 2016



Notes to Financial Statements

Br ISR M EE

371 December 2016 —ZE—N&E+_-_HA=+—H

24

S

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

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

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

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

2.2% to 4%
33':%

9% to 18%
9% to 33'3%
30% to 33'5%

Leasehold land and buildings
Leasehold improvements

Plant and machinery

Furniture, fixtures and equipment
Motor vehicles

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

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

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

Yan Tat Group Holdings Limited
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investment properties

Investment properties are interests in land and buildings
(including the leasehold interest under an operating lease
for a property which would otherwise meet the definition
of an investment property) held to earn rental income and/
or for capital appreciation, rather than for use in the
production or supply of goods or services or for
administrative purposes; or for sale in the ordinary course
of business. Such properties are measured initially at cost,
including transaction costs. Subsequent to initial
recognition, investment properties are stated at fair value,
which reflects market conditions at the end of the
reporting period.

Gains or losses arising from changes in the fair values of
investment properties are included in the statement of
profit or loss in the year which they arise.

Any gains or losses on the retirement or disposal of an
investment property are recognised in the statement of
profit or loss in the year of the retirement or disposal.

If a property occupied by the Group as an owner-occupied
property becomes an investment property, any difference
between the carrying amount and the fair value of the
property at the date of change in use is accounted for as
follows:

(@  Any resulting decrease in the carrying amount of the
property is recognised in profit or loss in the period
the change in use takes place.

(b)  Any resulting increase in the carrying amount is
recognised in profit or loss, to the extent that the
increase reverses a previous impairment loss for that
property. The amount recognised in profit or loss
does not exceed the amount needed to restore the
carrying amount of the property to the carrying
amount that would have been determined (net of
any depreciation) had no impairment loss been
recognised for the property. Any remaining part of
the increase in the carrying amount is recognised in
other comprehensive income and increase the land
and building revaluation reserve within equity. On
subsequent disposal of the investment property, the
relevant portion of the land and building revaluation
reserve realised may be transferred to retained profits
as a movement in reserves.
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SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised at
the present value of the minimum lease payments and
recorded together with the obligation, excluding the
interest element, to reflect the purchase and financing.
Assets held under capitalised finance leases, including
prepaid land lease payments under finance leases, are
included in property, plant and equipment, and
depreciated over the shorter of the lease terms and the
estimated useful lives of the assets. The finance costs of
such leases are charged to the statement of profit or loss
so as to provide a constant periodic rate of charge over the
lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but
are depreciated over their estimated useful lives.

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

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms. When the lease
payments cannot be allocated reliably between the land
and buildings elements, the entire lease payments are
included in the cost of the land and buildings as a finance
lease in property, plant and equipment.

Yan Tat Group Holdings Limited
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Investments and other financial assets

Initial recognition and measurement

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

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

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

Loans and receivables

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

Investments and other financial assets (continued)
Available-for-sale financial investment
Available-for-sale financial investment of the Group is a
non-derivative financial asset in an unlisted equity
investment. Equity investments classified as available for
sale are those which are neither classified as held for
trading nor designated as at fair value through profit or
loss.

After initial recognition, the available-for-sale financial
investment is subsequently measured at fair value, with
unrealised gains or losses recognised as other
comprehensive income in the available-for-sale investment
revaluation reserve until the investment is derecognised, at
which time the cumulative gain or loss is recognised in the
statement of profit or loss, or until the investment is
determined to be impaired, when the cumulative gain or
loss is reclassified from the available-for-sale investment
revaluation reserve to the statement of profit or loss.
Interest and dividends earned whilst holding the available-
for-sale financial investment are reported as interest
income and dividend income, respectively and are
recognised in the statement of profit or loss.

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

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

Yan Tat Group Holdings Limited
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 FESHBERE @)

POLICIES (continued)

Derecognition of financial assets

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

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

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

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

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

Impairment of financial assets

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or
a group of financial assets is impaired. An impairment
exists if one or more events that occurred after the initial
recognition of the asset have an impact on the estimated
future cash flows of the financial asset or the group of
financial assets that can be reliably estimated. Evidence of
impairment may include indications that a debtor or a
group of debtors is experiencing significant financial
difficulty, default or delinquency in interest or principal
payments, the probability that they will enter bankruptcy
or other financial reorganisation and observable data
indicating that there is a measurable decrease in the
estimated future cash flows, such as changes in arrears or
economic conditions that correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)
Impairment of financial assets (continued)
Financial assets carried at amortised cost

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

assessment of impairment.

The amount of any impairment loss identified is measured
as the difference between the asset’s carrying amount and
the present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred). The
present value of the estimated future cash flows is
discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial

recognition).

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

transferred to the Group.

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the
previously recognised impairment loss is increased or
reduced by adjusting the allowance account. If a write-off
is later recovered, the recovery is credited to the statement

of profit or loss.

98 Yan Tat Group Holdings Limited
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Impairment of financial assets (continued)
Available-for-sale financial investments

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

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

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

The determination of what is “significant” or “prolonged”
requires judgement. In making this judgement, the Group
evaluates, among other factors, the duration or extent to
which the fair value of an investment is less than its cost.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Financial liabilities

Initial recognition and measurement

Financial liabilities of the Group are classified, at initial
recognition, as loans and borrowings.

All financial liabilities are recognised initially at fair value
and net of directly attributable transaction costs.

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

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

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

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

1 OO Yan Tat Group Holdings Limited
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Offsetting of financial instruments

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

Inventories

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

Cash and cash equivalents

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

For the purpose of the consolidated statement of financial
position, cash and bank balances comprise cash on hand
and at banks, including term deposits, which are not
restricted as to use.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Provisions

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

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

Income tax

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

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

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

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

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

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

1 OZ Yan Tat Group Holdings Limited
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Income tax (continued)

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

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

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

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

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

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

POLICIES (continued)

Government grants

Government grants are recognised at their fair value where
there is reasonable assurance that the grant will be
received and all attaching conditions will be complied with.
When the grant relates to an expense item, it is recognised
as income on a systematic basis over the periods that the
costs, which it is intended to compensate, are expensed.

Where the grant relates to an asset, the fair value is
credited to a deferred income account and is released to
the statement of profit or loss over the expected useful life
of the relevant asset by equal annual instalments.

Revenue recognition

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

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

(b) rental income, on a time proportion basis over the
lease terms; and

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

Yan Tat Group Holdings Limited
Annual Report 2016
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Employee benefits

Pension scheme

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

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

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. The capitalisation of such
borrowing costs ceases when the assets are substantially
ready for their intended use or sale. All other borrowing
costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other
costs that an entity incurs in connection with the
borrowing of funds.

Dividends
Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting.

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.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (continued)

Foreign currencies

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

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

The functional currencies of certain overseas subsidiaries
are currencies other than the Hong Kong dollar. As at the
end of the reporting period, the assets and liabilities of
these entities are translated into Hong Kong dollars at the
exchange rates prevailing at the end of the reporting
period and their statements of profit or loss are translated
into Hong Kong dollars at the weighted average exchange
rates for the year. The resulting exchange differences are
recognised in other comprehensive income and
accumulated in the exchange fluctuation reserve. On
disposal of a foreign operation, the component of other
comprehensive income relating to that particular foreign
operation is recognised in the statement of profit or loss.

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

1 06 Yan Tat Group Holdings Limited
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

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

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart
from those involving estimations, which have the most
significant effect on the amounts recognised in the
financial statements:

Determination of functional currency

In determining the functional currency of each entity of
the Group, judgement is required to determine and
consider the currency that mainly influences sales prices of
goods; the currency that mainly influences costs of
providing goods; the currency in which funds from
financing activities are generated; and the currency in
which receipts from operating activities are usually
retained, etc. The functional currency of each entity is
determined based on management’s assessment of the
primary economic environment in which the entities
operate. When the indicators are mixed and the functional
currency is not obvious, management uses its judgement
to determine the functional currency that most faithfully
represents the economic effects of the underlying
transactions, events and conditions.

Transfer of construction in progress to property,
plant and equipment

Construction in progress is reclassified to appropriate
category of property, plant and equipment when
completed and ready for use. Thereafter, depreciation is
calculated on a straight line basis to write off the cost of
such property, plant and equipment to its residual value
over its estimated useful life. It requires management’s
judgement to determine when the project under
construction is substantially ready for its intended use.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (continued)

Estimation uncertainty

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

Measurement of available-for-sale investment at fair
value

The fair value of available-for-sale investment that is not
traded in an active market is estimated by management
with reference to valuation of the major underlying asset
performed by an independent professionally qualified valuer
by using valuation technique that requires various sources of
information and assumptions. The carrying amount of the
Group's available-for-sale investment at 31 December 2016
was HK$3,773,000 (2015: HK$1,697,000).

Estimation of fair value of investment properties

In the absence of current prices in an active market for
similar properties, the Group considers information from a
variety of sources, including;

(@) current prices in an active market for properties of a
different nature, condition or location, adjusted to
reflect those differences; and

(b) recent prices of similar properties on less active
markets, with adjustments to reflect any changes in
economic conditions since the date of the
transactions that occurred at those prices.

The carrying amount of investment properties at 31
December 2016 was HK$19,351,000 (2015:
HK$5,966,000). Further details, including the key
assumptions used for fair value measurement are given in
note 14 to the financial statements.

1 08 Yan Tat Group Holdings Limited
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (continued)

Estimation uncertainty (continued)

Provision and write-down of inventories to net
realisable value

The Group performs regular review of the carrying
amounts of inventories with reference to inter alia, aged
analysis of the Group’s inventories, the purposes for which
the inventories are held, subsequent sales made and
materials used, current market conditions, relevant
historical data and the expected future sales of goods and
usages of materials. Write-down of inventories will be
made when the estimated net realisable value of
inventories decline below their carrying amounts. Net
realisable value of inventories is based on the estimated
selling price less any estimated costs to be incurred to
completion and disposal. These estimates are made with
reference to the current market conditions and the
historical experience of manufacturing and selling products
of a similar nature. Actual selling prices and saleability/
usages of goods/materials might be different from
estimations and profit or loss could be affected by
differences in these estimations.

Provision for income taxes

Provision for income tax is made based on the taxable
income for the period as determined by the Group. The
determination of taxable income involves the exercise of
judgement on interpretation of the relevant tax rules and
regulations. The amount of income tax and hence profit or
loss could be affected by any interpretations and
clarifications which the tax authorities may issue from time
to time.

Impairment of trade and bills receivables

The Group assesses at the end of each reporting period
whether there is any objective evidence that a receivable is
impaired. To determine whether there is objective evidence
of impairment, the Group considers factors such as the
probability of insolvency or significant financial difficulties
of the debtor and default or significant delay in payments.

The Group maintains an allowance for the estimated loss
arising from the inability of its debtors to make the
required payments. The Group makes its estimates based
on the aging of its receivable balances, debtors’
creditworthiness, past payment history and historical write-
off experience. If the financial condition of its debtors was
to deteriorate so that the actual impairment loss might be
higher than expected, the Group would be required to
revise the basis of making the allowance.
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3. SIGNIFICANT ACCOUNTING JUDGEMENTS

AND ESTIMATES (continued)

Estimation uncertainty (continued)

Deferred tax liabilities

No deferred tax liabilities have been recognised for
withholding taxes in respect of certain unremitted earnings
of certain subsidiaries of the Group established in the PRC
to the extent that the directors of the Company are of the
opinion that it is not probable that these subsidiaries will
distribute such earnings in the foreseeable future.
Significant management judgements, estimates and
assumption are required to determine the amount of
deferred tax liabilities that should be recognised. Further
details are contained in note 26 to the financial
statements.

Deferred tax assets

Deferred tax assets are recognised for unused tax losses to
the extent that it is probable that taxable profits will be
available against which the tax losses can be utilised.
Recognition of deferred tax assets involves significant
management judgements, estimates and assumptions
regarding the future taxable profits of the entities in which
the losses arose. Significant management judgement is
required to determine the amount of deferred tax assets
that can be recognised, based upon the likely timing and
level of future taxable profits together with future tax
planning strategies.

1 1 O Yan Tat Group Holdings Limited
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4.

OPERATING SEGMENT INFORMATION

The Group focuses primarily on the manufacturing and
selling of printed circuit boards during the year.
Information reported to the Group’s chief operating
decision maker, for the purpose of resources allocation and
performance assessment, focuses on the operating results
of the Group as a whole as the Group’s resources are
integrated and no discrete operating segment financial
information is available. Accordingly, no operating
segment information is presented.

Geographical information
(a) Revenue from external customers

RE 7 HER
AEENFNEBEINERHEDRITR
IR - MAEE T BB RS AERGER (A
ERENERRBI) ERNAEEOBELE
4 FATEERARE  LEBTEES T
B AR 2R - Bk - 2P S A
B o

EER
(a) REMBEFH WS

2016 2015

—E—XREF —ZE—HRHF

HK$'000 HK$'000

FHET FH&T

Mainland China B A3 260,542 292,191

Europe B 168,366 160,778

Hong Kong BB 27,717 43,302

North America JEEM 57,590 69,002
Asia (except Mainland China and SN (NEERE A EES)

Hong Kong) 64,434 50,965
Africa FEM 12,186 21,590
Oceania NE 572 1,102

591,407 638,930

The revenue information above is based on the
locations of the customers who placed the orders.
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4. OPERATING SEGMENT INFORMATION
(continued)
Geographical information (continued)
(b) Non-current assets

KEITWER (5)

HEE R (F)
(b) FRBEE

2016 2015

—E—RE —E-RF

HK$'000 HK$'000

FET T

Hong Kong a5 2,594 3,810
Mainland China R B A 3 428,972 456,123
431,566 459,933

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

Information about major customers
Revenue from each major customer which accounted
for 10% or more of the Group's revenue is set out

EisERBEEER EREEMEN K
TEE—AAHHERE MEERIAEE

BHEEZFHEN
REASEERPMRE(EANE R K
10% sk A _£) Bl an T -

below:
2016 2015
—E—XE —T—AF
HK$’'000 HK$'000
FET THETT
Customer A ZEA 175,615 176,158
Customer B 5B 73,451 80,195
249,066 256,353

1 1 2 Yan Tat Group Holdings Limited
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5. REVENUE, OTHER INCOME AND GAINS 5.

Revenue represents the net invoiced value of goods sold,

Iy 2

- H WA R Wz

WEEEEEmNIBRRERE ST HBRER

after allowances for returns and trade discounts. KB R o
An analysis of revenue, other income and gains is as Was - B A RS o T HIE T
follows:
2016 2015
—E—XF —ZE—hF
HK$000 HK$'000
F#&xT FHET
Revenue Wz
Sale of goods HEE M 591,407 638,930
Other income Hiug X
Bank interest income RITFIBUA 272 397
Rental income WA 295 222
Government grants” BATHEE" 2,205 4,414
Others Hib 120 379
2,892 5,412
Gains Wz
Fair value gains on investment properties & &Y% 2 AFEW R 8,727 631
Gain on disposal of items of property, HEME  BENKREEB
plant and equipment Wz - 78
Sales of scraps SHEEM 431 591
Foreign exchange gains, net b 5 W e 5 R - 1,260
9,158 2,560
12,050 7,972

Government grants have been received from certain PRC
government authorities mainly in recognition of the Group'’s efforts
in environmental awareness and protection, and technological
development.

BEETHEBNEREHBUNME  TEREAEE
EREEMRRERKMBERETENE S -

REKEEZRARAR
F37 2016
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6. PROFIT BEFORE TAX
The Group'’s profit before tax is arrived at after charging/

BR

EVERY]

A i A
AEBENRB AR E R GEA)

(crediting):
2016 2015
—~E “T-HF
Notes HK$'000 HK$'000
it aE THEx THTL
Cost of inventories sold"@ EERERA 471,514 494,810
Minimum lease payments under operating leases REMENSERSE 2,147 1,673
Auditor's remuneration M < 1,842 1,979
Depreciation neE 13 29,120 18,051
Amortisation of land lease payments TR EFIEEE 15 246 263
Employee benefit expense® EERMX®
(including directors’ and chief executive's (BREBERNZSHESZR
remuneration as disclosed in note 8): THREFME) :
Wages, salaries, allowances, bonuses, IE& e 28 -
commission and benefits in kind ﬁﬁ&f’f%ﬁU 93,191 96,429
Pension scheme contributions RIS BN
(defined contribution schemes) BED 245 200
Other employee benefits Hithfe 5187 6,631 4,299
100,067 100,928
Research and development costs# A7t R B Rk A 10,896 11,643
Write-off of items of property, plant and equipment  ¥1% + B K 3R E1E B #idE 13 69 438
Write-off of deposits paid for purchases of items MEREENE  BELE
of property, plant and equipment BRIk 16 1,064 -
Write-down/(reversal of write-down) of i H/ BEMR) FEE
inventories to net realisable value® A& AEREE" (2,390) 1,331
Fair value gains on investment properties & 5%% AP EER 5 (8,727) (631)
Reversal of impairment of trade receivables B S ENGIAR B E 19 = (2,882)
Gain on disposal of items of property, HEWE  BERREEE
plant and equipment* 2z * 5 = (78)
Foreign exchange differences, net* PE 5 R R 598 (1,260)
L These gains are included in “Other income and gains” and the & aHRER  WaEA TEMRARKE] - &R

##
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losses are included in “General and administrative expenses”, as
appropriate, in the consolidated statement of profit or loss.

Part of the employee benefit expense is included in “Cost of
inventories sold”.

Write-down/(reversal of write-down) of inventories to net realisable
value is included in “Cost of inventories sold”.

Research and development costs are included in “General and
administrative expenses” in the consolidated statement of profit or
loss.

Yan Tat Group Holdings Limited
Annual Report 2016
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7. FINANCE COSTS 7. RERAE
2016 2015
—E-REF —T—hF
HK$°000 HK$'000
FHExT T
Interest on: AR EIEFE
Bank loans and trust receipt loans RITER RETMIEE R 7,195 6,417
Finance leases MmEHEE 652 68
7,847 6,485
Less: Interest capitalised* B BARMERE (298) (2,525)
7,549 3,960
& The borrowing costs had been capitalised at the rate of 6.54% & REZMERKRNIREFNEE.54% (ZF—H%F : 6.54%
(2015: 6.54% to 7.36%) per annum for the year. %£7.36%)BEXRA
8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EBRITHARM

REMUNERATION

Directors’ and chief executive’s remuneration for the year, BEREBBERSHMBRATES LM A £
disclosed pursuant to the Rules Governing the Listing of MRA]) - HBRRMEHIZE 383(1)@) * (b) * () &
Securities on The Stock Exchange of Hong Kong Limited MIERBEBAE(HBEEZNEER) RHIE=
(the “Listing Rules”), section 383(1)(a), (b), (c) and (f) of HIEBENFEESR MTRARENSHT AT

the Hong Kong Companies Ordinance and Part 2 of the
Hong Kong Companies (Disclosure of information about
Benefits of Directors) Regulation, is as follows:

2016 2015

—E—REF —E—RF

HK$'000 HK$'000

FET T

Fees e 1,429 1,428
Other emoluments: E A -

Salaries, allowances and benefits in kind e R NEYET 5,336 5,081

Commission He 3,107 3,792

Retirement benefit scheme contributions RIRERIETE 36 36

8,479 8,909

9,908 10,337

RESEERERAA

F3R 2016
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8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERMTHARFM
REMUNERATION (continued)
(a) Independent non-executive directors () BUFHTES
The fees paid to independent non-executive directors FRNENBIYIFNTEEZ2ERDT
during the year were as follows:
2016 2015
ZE-RE —T-RF
HK$'000 HK$'000
FET FHT
Mr. Chung Yuk Ming ERRFSEAE 204 204
Mr. Yau Wing Yiu ER SRR 5 A& 204 204
Mr. Yeung Kam Ho* (K N it = 153 204
Mr. Lau Shun Chuen* 2 Eee o A * 52 -
613 612
@ Appointed as an independent non-executive director on 30 * RZT—RNFENA=THEZERBELIERTT
September 2016. BF-
2 Resigned as an independent non-executive director on 30 # REE—RNFNLA=TBREBIETES -
September 2016.
There were no other emoluments payable to the FAMEAMEN B IFRITES 2 At
independent non-executive directors during the year (=T —RF |-
(2015: Nil).
1 1 6 Yan Tat Group Holdings Limited
Annual Report 2016
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8. DIRECTORS’ AND CHIEF EXECUTIVE’S 8. EERTHEZRFHM=
REMUNERATION (continued)
(b) Executive directors and the chief executive (b) BITEERITHAR
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind Commission contributions remuneration
E2c = 111 Eifke
ER ENFlE e FTEIfER st

HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
TBT TAT TAT THT THAT

2016 “B-RE
Executive directors: HITEZ
Mr. Chan Wing Yin* PBRECE 2 A * 204 1,740 - = 1,944
Mrs. Chan Yung RELT 204 1,328 - - 1,532
Mr. Chan Yan Kwong BREIEE 204 1,318 - 18 1,540
Mr. Chan Yan Wing Bk 204 950 3,107 18 4,279
816 5,336 3,107 36 9,295
2015 —B-IF
Executive directors: HITEZ
Mr. Chan Wing Yin* BRECE A+ 204 1,768 - = 1,972
Mrs. Chan Yung MELZ+ 204 1,328 = = 1,532
Mr. Chan Yan Kwong ALk & 204 1,030 - 18 1,252
Mr. Chan Yan Wing BREK KA 204 955 3,792 18 4,969
816 5,081 3,792 36 9,725
L Mr. Chan Wing Yin is also the chief executive officer of the e FRECB R ETMAARRITTHRAER
Company.
There was no arrangement under which a director or FAREL G E SN TR AR
the chief executive waived or agreed to waive any EE R HH -
remuneration during the year.
RESEERERAA
F3; 2016 1 1 7
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10.

118

FIVE HIGHEST PAID EMPLOYEES

The five highest paid employees during the year included
four directors (2015: three directors), details of whose
remuneration are set out in note 8 above. Details of the
remuneration for the year of the remaining one (2015:
two) highest paid employee who is neither a director nor
the chief executive of the Company are as follows:

hEmEHNES
FRAREARSFHEEREDNA(ZF—RF:
=R)EF EFMFBHERN EXMES 52T
—%(ZZ2—hF: WB)HEFHEE BIAR
BIBFEETRIRTTIAREL) RF N R F B RIS FE
LI

2016 2015

—E—RE —FE—RF

HK$'000 HK$'000

FET T

Salaries, allowances and benefits in kind ¥ & ~ JEZBL R EWFZR 2,259 3,412
Discretionary bonuses EISTEAL 1,232 1,138
Pension scheme contributions RINE FTEIE R 18 36
3,509 4,586

The number of non-director and non-chief executive
highest paid employee(s) whose remuneration fell within
the following bands is as follows:

FHERNATHEENSSHMER GFERE R
TTERARE) ABDIFMT

Number of employee(s)

EEZH

2016 2015
—E—XREF —ZE—RF
Nil to HK$ 1,000,000 ZZ 1,000,00078 7T = =

HK$1,000,001 to HK$ 1,500,000 1,000,001 78 7T = 1,500,000 75 7T -
HK$1,500,001 to HK$2,000,000 1,500,001 & 7T £ 2,000,000 75 7T - =
HK$2,000,001 to HK$2,500,000 2,000,001 % 7T £ 2,500,000 7% 7T - =
HK$2,500,001 to HK$3,000,000 2,500,001 77T 2 3,000,000 7T - =
HK$3,000,001 to HK$3,500,000 3,000,001 77T % 3,500,000 78 7T - 1
HK$3,500,001 to HK$4,000,000 3,500,001 7 7T & 4,000,000 7 7T 1 =
1 2

The non-director and non-chief executive highest paid
employee(s) are also member(s) of senior management of
the Group.

INCOME TAX

Hong Kong profits tax has been provided at the rate of
16.5% (2015: 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.

The provision for land appreciation tax has been estimated
according to the requirements set forth in the relevant PRC
laws and regulations. Land appreciation tax has been
provided at ranges of progressive rates of the appreciation
value, with certain allowable deductions.

Yan Tat Group Holdings Limited
Annual Report 2016
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10.

INCOME TAX (continued)

All subsidiaries of the Group established in the PRC are
subject to PRC corporate income tax at a standard rate of
25% (2015: 25%) during the year, except for a subsidiary
of the Group which qualified as a High and New
Technology Enterprise in Mainland China and a lower PRC
corporate income tax rate of 15% (2015: 15%) has been
applied for the year.

10. FRE®i (&)
FRAEERPBEK AR EQRAR
25% (= Z—F 4 : 25%) HYIZ R R 40 X fh [
EMEH - EAEE—RHE R ERBERT
HAEBHBEMEEMNER  RERIESENSE
DEMEHEI5% (ZE—FFE : 15%)8F o

2016 2015
S N
HK$'000 HK$'000
FET FABT
Current — Hong Kong BNER — &

Charge for the year FAZH 46 293
Overprovision in prior years BAEFEHRERE (21) (27)

Current — Mainland China BIHR — AR B A
Charge for the year FAZH 4,630 5,281
Underprovision/(overprovision) BEFERETR (GBEEE) (144) 1,459

in prior years

Deferred (note 26) TR (B5E 26) 2,519 305
Total tax charge for the year FAMIBX HAERE 7,030 7,311

A reconciliation of the tax charge applicable to profit
before tax at the statutory rate for Hong Kong, in which
the principal place of business of the Company and certain
of its major subsidiaries is located, to the tax charge at the
effective tax rate, and a reconciliation of the applicable
rate (i.e., the statutory tax rate) to the effective tax rate,
are as follows:

BARRMETIEMNBARIRZZENHE
7B BA TE B R 5T B8 A R BR A5 AT A A RO A R B2
BRERREFENRANER - UEERRE
(BEERE) BERBRERHRIN BT

2016 2015
—E—RE —ET—hF
HK$'000 % HK$'000 %
FET TET
Profit before tax [ F5E A1 Y ) 30,413 49,724
Tax at the Hong Kong statutory ¥ &/EAE R KT ERi18
tax rate 5,018 16.5 8,204 16.5
Effect of different tax rates for M E B RS Y R Rl R
specific entities in the PRC -7 (580) (1.9) (692) (1.4)
Adjustment in respect of BT AR AT B
current tax of previous periods SOEEEES (165) (0.6) 1,432 2.9
Income not subject to tax AR WA (4) - (69) (0.1)
Expenses not deductible for tax A 1Fi Z = B 1,567 5.1 1,387 2.8
Tax losses utilised {35 A SE AT EARS 2 R TE B8
from previous periods (59) (0.2) (1,200) (2.4)
Additional deduction for T 9% R B R A AN BB AN R
research and development costs (1,531) (5.0) (1,488) (3.0
Land appreciation tax T+ M IB (A 2,819 9.3 - -
Others HAith (35) (0.1) (263) (0.6)
Tax charge at the Group's BAEEERHERTE
effective rate Rz 7,030 23.1 7.311 14.7
BEEEZERERAD
3R 2016 1 1 9
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11.

12.

120

DIVIDEND 11. BE
2016 2015
—E—XREF —ET—hF
HK$'000 HK$'000
FHET FH&IT
Interim — Nil (2015: HK5 cents) RHIRR R — SR EERE
per ordinary share ZZE—RF 580) = 12,000

The board of directors does not recommend the payment
of a final dividend for the year ended 31 December 2016.

EARNINGS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS OF THE
COMPANY

The calculation of the basic earnings per share amount for
the year attributable to ordinary equity holders of the
Company is based on the profit for the year attributable to
ordinary equity holders of the Company of HK$23,383,000
(2015: HK$42,413,000) and the weighted average number
of ordinary shares of 240,000,000 (2015: 240,000,000) in
issue during the year.

No adjustment has been made to the basic earnings per
share amounts presented for the years ended 31 December
2016 and 2015 in respect of a dilution as the Group had
no potentially dilutive ordinary shares in issue during these
years.

Yan Tat Group Holdings Limited
Annual Report 2016
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13.

PROPERTY, PLANT AND EQUIPMENT

13. Y% BERRE

Furniture,
Landand  Construction Leasehold Plantand fixtures and Motor
buildings in progress improvements machinery  equipment vehicles Total
BE - EE
THRET ERIR BE%EE HWEREE  KERRE RE Ehy
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR THT THx TiEx TR TR TR
31 December 2016 ZE-RE
tZB=1-8
At 31 December 2015 and R-E-7%
at 1 January 2016: T-A=t-HBRk
“EE-A-R:
Cost A 190,415 79,602 15,109 263,900 21,598 9,426 580,050
Accumulated depreciation ZithE (14,203) - (10602)  (121,057) (18,102) (5921)  (169,885)
Net carrying amount FHFE 176,212 79,602 4,507 142,843 3,496 3,505 410,165
At 1 January 2016, net of RZE-r"E-A-R"
accumulated depreciation BHREHE 176,212 79,602 4,507 142,843 3,49 3,505 410,165
Additions hE - 7436 1426 11,800 3,205 - 23,957
Addition under sales and HEREATZAE
leaseback - - - - - 2,130 2,130
Disposal under sales and HEREATZIE
leaseback - - - - - (2,072) (2,072)
Transfers g - (850) 850 - - - -
Transfer from deposits for EYERENE BR
purchases of items of property,  R:REEE K1k
plant and equipment (note 16)  (fiizF16) - = - 18,846 - - 18,846
Write-off Hish - (64) = () - - (69)
Depreciation provided during ~~ FRITERE
the year (6,412) - (3,031) (17,269) (994) (1,414) (29,120)
Exchange realignment B AR (10,839) (5311) (229) (10,603) (306) (29) (21.312)
At 31 December 2016, netof ~ RZE—F
accumulated depreciation tZR=t+-8"
ENREGE 158,961 80,813 3523 145,612 5,491 2125 396,525
At 31 December 2016: S
E+-A=1-8:
Cost A 178,401 80,813 16,392 275,526 23,577 8,990 583,699
Accumulated depreciation ZithE (19,440) - (12,869) (129,914) (18,086) (6,865) (187,174)
Net carrying amount FEFE 158,961 80,813 353 145,612 5,491 2,125 396,525
BRESEERERAT

F3R 2016
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13. PROPERTY, PLANT AND EQUIPMENT 13. 1% - BERSEE @)
(continued)
Furniture,
landand  Construction Leasehold Plant and fixtures and Motor
buildings in progress  improvements machinery equipment vehicles Total
RE - B
THREF ERIRE BEXE HREREE XERRB e &t

HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TR TR THL THL TR THL

31 December 2015 “E-1%

tZR=t-A
At 1 January 2015: RZE-1E-A-H:
Cost ik 65,523 171,033 13,804 184,038 21322 7,205 463,015
Accumulated depreciation  Z:f#fE (12,800) = (8032  (118,606) (18,050) (5012)  (162,500)
Net carrying amount KH%E 52,723 171,033 5,862 65,432 3272 2,193 300,515

At1January 2015, netof ~ R-E-RF-F-H-

accumulated depreciation BB E3HE 52,723 171,033 5,862 65,432 3272 2,193 300,515
Additions HE - 66,278 837 41,610 1,146 2,368 112,239
Transfers &Y 139,351 (153,973) 1,340 13,282 = = =

Transfer from deposits for ~ EREBENE HE
purchases of items of RREERMEE

property, plant and (P3E16)

equipment (note 16) - - - 40,611 - - 40,611
Transfer to an investment BB ZRANE

property (note 14) (FizE14) (5,582) - - - - = (5,582)
Surplus on revaluation EfEGERENEN

on transfer to an 25

investment property 647 - - - - - 647
Write-off it - - (190) (248) - - (438)
Depreciation provided ENAERRE

during the year (2,651) - (3,155) (10,440) (773) (1,032) (18,051)
Exchange realignment B R (8,276) (3,736) (187) (7.404) (149) (24) (19,776)

At 31 December 2015, net of R=F—1%F
accumulated depreciation  +ZA=+-H°
Bk 2:tirE 176,212 79,602 4,507 142,843 3,49 3,505 410,165

At 31 December 2015; R-Z-1%

tZR=1-8:

Cost R 190,415 79,602 15,109 263,900 21,598 9,426 580,050

Accumulated depreciation  Z:t7E (14,203) - (10,602) (121,057) (18,102) (5,921) (169,885)

Net carrying amount FHTE 176,212 79,602 4507 142,843 3,496 3,505 410,165
The net carrying amounts of the Group’s property, plant FAZE—ARF+_A=+—"HBHERER#ER
and equipment held under finance leases included in the REAEZASBIREREHERSBZYE - W
total amounts of plant and machinery and motor vehicles EREEEESEDRA513,012,0008 T (==
at 31 December 2016 were HK$13,012,000 (2015: — A% 15,219,000 7T) % 1,812,000 7T (=
HK$15,219,000) and HK$1,812,000 (2015: HK$821,000), T—FH4F 821,000 7T) °
respectively.

1 22 Yan Tat Group Holdings Limited
Annual Report 2016
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13. PROPERTY, PLANT AND EQUIPMENT

(continued)

At 31 December 2016, certain of the Group's leasehold
land and buildings and construction in progress with an
aggregate net carrying amount of HK$177,239,000 (2015:
HK$236,362,000) were pledged to secure general banking
facilities granted to the Group (note 24).

Certain of the Group’s building structures situated in
Mainland China with an aggregate net carrying amount of
approximately HK$105,000 at 31 December 2016 (2015:
HK$336,000) do not have building ownership certificates
because they were either built on land where the Group
does not have the land use right certificates or being built
without obtaining the construction works planning permit
and construction works commencement permit. The
Group has continued to occupy and use the land and
building structures constructed thereon as the Group has
not received any formal removal notice, which
management of the Group has considered as an implied
consent to use. According to the Company’s directors, the
Group had also conducted face-to-face interviews with the
relevant PRC bureaus of land and resources in May 2015
and confirmed that (i) the relevant PRC bureaus of land
and resources were fully aware of the situation and the
Group could continue to use these building structures at
least up to 31 December 2018; and (i) the Group had not
been and would not be imposed of any fines or penalised
in relation to those structures. In the opinion of the
directors, the risk of the relevant government authorities
imposing a fine on the Group or confiscating the building
structures before 31 December 2018 is relatively low.

13.

Y% - BERRE

A-—E—REFE+-A=1+—0 AEFETHE
tHEEBFRERIRAET FES
177,239,000/8 7c (== — A4 : 236,362,00078
T0) B UERAEBERN—RRITRHE
(FF5E24) °

R-ZE—RE+-A=+—H8 A"EBAETN
FAFR B A b B 5= 2R ) O 4B BR D (B %Y 105,000 78
7T (—ZF—F4 : 336,000 7T ) I £ = E Fr A 1
B RRAEHEEVENASE I &L HER
MMM E o SR MR E BRI EESE
RIRBEFAIBREETEETFAE - A&
B#ENRAMERZ IR E FHNEEY > WA
AEBYEZFELEABRBY  AEBEEER
ZEBRFREMA - BEARREZENER &
EETN - E-—AFRAAEERTERNELE
RRAETER @ WER : () AP REELER
BHBRMEBEENN  WHREETEEFHZE
BEYREREE_ZT—/\F+=-_A=+—8:
R (i) AN 5 B 30 8 2 T2 ph B RS SR W 3 3k
BH BERE EHEBFEHMAR_Z=—N\F
+ A=+ B RAAEES KA T AZFE
YRR EIK o

REKEEZRARAR
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14. INVESTMENT PROPERTIES 14. REY*

2016 2015
—B—AF —FE-RF
HK$'000 HK$'000
FET FHET
Carrying amount at 1 January R—A—ANKRESRE 5,966 =
Transfer from deposits for purchases BEEAEBEREMENES
of investment properties 5,667 =
Transfer from owner-occupied EEEFERAYECTE3)
property (note 13) = 5,582
Net gain from a fair value adjustment —IEAFERARRRFE
(note 6) (Mf7t6) 8,727 631
Exchange realignment BEE 5, B (1,009) (247)
Carrying amount at 31 December Rt+t-—A=+—BREE$5E 19,351 5,966

The Group’s investment properties consist of residential
properties and a commercial property in the PRC.

The Group’s investment properties were revalued on 31
December 2016 based on valuations performed by Colliers
International (Hong Kong) Limited, an independent
professionally qualified property valuer, at HK$19,351,000.
Each year, the Group’s chief financial officer decide, after
approval from the directors, to appoint which external
valuer to be responsible for the external valuations of the
Group's investment properties. Selection criteria include
market knowledge, reputation, independence and whether
professional standards are maintained. The Group’s chief
financial officer has discussions with the valuer on the
valuation assumptions and valuation results twice a year
when the valuations are performed for interim and annual
financial reporting.

A commercial property is leased to a third party under an
operating lease, further summary details of which are
included in note 32(a) to the consolidated financial
statements.

At 31 December 2016, an investment property of the
Group with a carrying amount of HK$5,970,000 (2015:
HK$5,966,000) was pledged to secured general banking
facilities granted to the Group (note 24).

1 24 Yan Tat Group Holdings Limited
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14.

INVESTMENT PROPERTIES (continued) 14.

Fair value hierarchy
The following table illustrates the fair value measurement
hierarchy of the Group's investment properties:

BREME (#)
AFEER
TRAAREERANEN DT EH BER :

Fair value measurement

ERUT S RETAVENE

Quoted
prices in Significant Significant
active observable unobservable
markets inputs inputs
RERT S EAAHE BEREEE
HiRE BABE BWAE
(Level 1) (Level 2) (Level 3) Total
(B14) (B28) (%38) st
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET TET
Recurring fair value U T SERL TS
measurement for: NFEGE -
At 31 December 2016 R-T—RF
+-A=+—H~
Commercial property [ElEEES - - 5,970 5,970
Residential properties EEME - - 13,381 13,381
- - 19,351 19,351
At 31 December 2015 R-—E—AF
+-A=+—H~H
Commercial property [ElEEES - - 5,966 5,966

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

FR BIVREF 2R MM EZE R FEHE
MWER  F3R/MEAFEFEEAREH (=
T—REE)-

RESEBEEZERAERAA
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14.

126

INVESTMENT PROPERTIES (continued)

Fair value hierarchy (continued)

Reconciliation of fair value measurements categorised

14. BEWEH)
DFEBR(E)

DRERATFEERTFE RN FEFENY

within level 3 of the fair value hierarchy: iR -
Commercial Residential
property properties
EmAYE EEME
HK$'000 HK$'000
FHET FHET
Carrying amount at 1 January 2015 R-E—RF—F—HNEESE - =
Transfer from owner-occupied property B [H 2+ H A% 5,582 s
Net gain from a fair value adjustment RB&E TR D FEAR
recognised in profit or loss Weas %58 631 -
Exchange realignment FE H FE R (247) =
Carrying amount at 31 December 2015 WRZZE—HF+_A=+—HBK
and 1 January 2016 —E-RF-A-BNEREEHE 5,966 -
Transfer from deposits for purchases EREEEREMENL S
of investment properties - 5,667
Net gain from a fair value adjustment REB&ET RO R FEAR
recognised in profit or loss W F8E 398 8,329
Exchange realignment PE 5, 328 (394) (615)
Carrying amount at 31 December 2016 R-ZE— X F+-A=1+—HH
FREE® 5,970 13,381

Annual Report 2016
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14.

INVESTMENT PROPERTIES (continued)

14. REWE (&)

Fair value hierarchy (continued) AFEERE)
Below is a summary of the valuation techniques used and T AREEMEGMEMANMGERTEREZS
the key inputs to the valuation of the investment AR E
properties:
Significant
Investment properties Fair value Valuation unobservable
held by the Group hierarchy technique input Range
AEEFAN ERFBE
REM= NP EER fEE R WARE gE
Commercial property Level 3 Sales comparison  Estimated price per RMB25,400 to
in Mainland China method square metre RMB28,476
(2015: RMB24,202
to RMB26,493)
AR BIRRE 2 BRI E3R SHE LLBOE BFHKMEEER AR¥25400TE
AER¥E 28,476 7T
(ZZ—hF:
AR¥24202 T2
AR¥26,4937T)
Residential properties Level 3 Sales comparison  Estimated price per RMB26,667 to
in Mainland China method square metre RMB31,011
(2015: Nil)
AR B KRR 2 W% FE3IR HE LB BRI AGEER ARMK26,667TE
AE#31,011 7T

A significant increase(decrease) in the estimated price per
square meter in isolation would result in a significant
increase (decrease) in the fair value of the investment
properties. The investment properties are valued using the
sales comparison method having regard to comparable
sales transactions as available in the relevant market. The
valuations take into account the characteristics of the
properties which included the location, size, floor level,
year of completion and other factors collectively.

REKEEZRARAR
F3% 2016

(ZZ—F%F : &)

877 K EFHER BRI KIEE 0O ) K8
HREMENRFEREEMORD) - REY
FAHELLBUALE - ERZENEEMHZAH

HBHBEHERS - AESREZRMENE
BEHBREMLE K/ BE  BERFHARE
sSE
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15. PREPAID LAND LEASE PAYMENTS 15. FEFL#HEERE
2016 2015
—EB—XREF —E—hF
HK$'000 HK$'000
FHET FHT
Carrying amount at 1 January »— B —BHEREE 5814 6,349
Recognised during the year (note 6) FREER (MzE6) (246) (263)
Exchange realignment BEE 5, S X (357) (272)
Carrying amount at 31 December R+ZA=+—HBMNRAE 5,211 5814
Current portion included in prepayments, s+ ATEZIE ~ 124 R H A
deposits and other receivables FE W R IE A BN AR EB (235) (252)
Non-current portion FEBNEAEE 4,976 5,562
16. DEPOSITS FOR PURCHASES OF ITEMS OF 16. BEYXE BERXEEHAENZRS
PROPERTY, PLANT AND EQUIPMENT
2016 2015
—EB—XRE —E—hF
Notes HK$'000 HK$'000
B 5E FET FHT
Carrying amount at 1 January R—A—AMEREE 28,283 8,542
Additions V=% 1,132 61,677
Transfer to property, EEEYE - REREE
plant and equipment 13 (18,846) (40,611)
Write-off i sH 6 (1,064) -
Exchange realignment PE H, 2 (960) (1,325)
Carrying amount at 31 December R+ A=+—H/ERME 8,545 28,283
The carrying amount represented deposits paid for REEEREES THEBREE(RAEELEE
purchases of certain machinery and equipment for the LB ZA)MB MRS -
Group's manufacturing operation.
1 28 Yan Tat Group Holdings Limited
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17. AVAILABLE-FOR-SALE INVESTMENT

17. AIEEERE

2016 2015

—B-AF —F—FF

HK$°000 HK$'000

FExT FA&T

Unlisted equity investment, at fair value 3% QA FEFIEHIE FHRAZE 3,773 1,697

During the year, the gross gain in respect of the Group's
available-for-sale investment recognised in other
comprehensive income amounted to HK$179,000 (2015:

HK$426,000).

The above investment represents an investment in an
unlisted equity security which has no fixed maturity date or

coupon rate.

At 31 December 2015, a loan to an investee amounting to
HK$2,148,000 included in the Group’s non-current assets
represented shareholder’s advance to the available-for-sale
investment entity which was unsecured, interest-free and
not repayable within one year from the end of the
reporting period. In the opinion of the directors, this loan
was considered as part of the Group’s investment in the

available-for-sale investment entity.

During the year ended 31 December 2016, the loan to an
investee was capitalised and included in the Group's

investment in an available-for-sale investment.

FN - REMEEREEAEEEHEERERE
) AU 35 E179,0008 T(—ZFE — H &
426,000/87T) °

PR ERREAF LMBRAE R Z2KE » ZEFER
AEFLEETHNHARES -

R-ZE—RAE+-_A=+—8 AEEFFHE
EFF AN —EHETFTREHRER 284
2,148,000 7 + HERRRAIEENEREETR
HEER - AR « T B RBARIRE R
BT —FREE  EERE ZEXERALE
BEHAIHEEREEENILIIRE -

REBEE-ZT—"F+-_A=1+—HBItFE &F
REHREREERNME A AREE T HEE
HENR o

18. INVENTORIES 18. &
2016 2015
—E—XEF —T—AF
HK$'000 HK$'000
THExT FAET
Raw materials B 23,869 15,718
Work in progress TR 10,882 10,829
Finished goods B i 19,447 18,405
54,198 44,952
RESEERERAT
352016 1 2 9
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19. TRADE AND BILLS RECEIVABLES 19. BERKFEREKERE
2016 2015
—E—RE —ZE—RF
HK$°000 HK$’000
FHET FHET
Trade receivables Z S EWRIE 176,943 187,529
Impairment RE (2,880) (3.074)
174,063 184,455
Bills receivable FEUN ZE % 33,169 24,343
207,232 208,798

The Group's trading terms with its customers are mainly
on credit, except for new customers, where payment in
advance may be required. The Group maintains a defined
credit policy and credit periods are usually granted ranging
from one to four months from the month-end of date of
invoice to customers. The Group seeks to maintain strict
control over its outstanding receivables to minimise credit
risk. Overdue balances are reviewed regularly by senior
management. The Group does not hold any collateral or
other credit enhancements over its trade receivables. Trade
and bills receivables are non-interest-bearing.

An aged analysis of the trade and bills receivables as at the
end of the reporting period, based on the invoice date and
net of provisions, is as follows:

AEEEREEFHORXSGREBRBEER @ M
BEPABEBIRIN - AEBEFREFEEK
R BEATPRLBHRAHE AAKEST—
ENEANGEES - AKEABEHAREREBEK
BH@PBERREE  UREREEERR - SRE
EETHREZARER AEETEAZSTER
BATAERRIEMEERRTY - BHREK
RAREREERTE

R|ERR - BHRUGRARBREERIEER
BRI BB RAORED I ELT

2016 2015

—E-RE —T—RF

HK$'000 HK$'000

TExT FET

Within one month — @B 92,389 93,404
One to two months —ZM1EA 50,366 52,867
Two to three months Mz =18 A 46,497 39,390
Over three months HBiE=1EA 17,980 23,137
207,232 208,798

Yan Tat Group Holdings Limited
Annual Report 2016
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19. TRADE AND BILLS RECEIVABLES (continued)
The movements in provision for impairment of trade
receivables are as follows:

19. EFRRAREREKRERE (&)
B 5 RS REREEB T

2016 2015

—E-XRE —T—hF

HK$'000 HK$'000

THxT TFHEIT

At 1 January n—A—H 3,074 6,100
Impairment losses reversed (note 6) BB R R EEE (MiiEe) - (2,882)
Exchange realignment s (194) (144)
At end of year FER 2,880 3,074

Included in the above provision for impairment of trade
receivables is provision for individually impaired trade
receivables of HK$2,880,000 (2015: HK$3,074,000) with a
carrying amount before provision of HK$2,880,000 (2015:
HK$3,514,000).

The individually impaired trade receivables relate to
customers that were in default in payments or in financial
difficulties and none of/only a portion of the receivables is
expected to be recovered.

il SN RIERERES - EFTARBIER
BE 5 REWRREN B 452,880,000 T(=
T—FRF : 3,074,000 ) - MEBEERIREEA
2,880,000 7T (ZZ—F4F : 3,514,000/ 1) °

&5 2 BB &) B 5 8 Wk TR B HE R A SR BE IR
MBREENESER - RSS2 —HHH
FEYRIAR] T U -

RESEBEEZERAERAA
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19. TRADE AND BILLS RECEIVABLES (continued) 19.

An aged analysis of the trade and bills receivables that are
past due but not individually nor collectively considered to
be impaired is as follows:

EZBEWRERERRE ()
B 3 18 36 5K B Y o SR AR (B A 0 E 5 I 1K
OB R BRI BRI AT AT :

2016 2015

—E—RE —T—hF

HK$'000 HK$'000

FET FET

Less than one month past due AHL R —1E A 17,958 19,164
One to three months past due BH—Z==1EA 5,290 1,394
Over three months past due 10 HR R 8 = {E A 251 7,636
23,499 28,194

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

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

1 32 Yan Tat Group Holdings Limited
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REMABRBENEEHBELZETIRAEFE
B REFAT AN AR ARCER

EBRRERRENERRERZZBIETFE
B RERAEEARIFEGRCE - RIBBEL
% ARREEARBARZSEHRIRRER
B ARERERYEBEAEY  MaFEHRMD
"R EHEE -
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20. PREPAYMENTS, DEPOSITS AND OTHER 20. FERFIE - BERHEMERK
RECEIVABLES
2016 2015
—E—XF —ZE—hF
HK$'000 HK$'000
FET FHET
Current ENER
Prepayments TERTRIE 5,642 12,784
Deposits and other receivables e M E MW IR 594 3,391
6,236 16,175
Non-current JEBNEA
Deposits e 2,169 7,809

None of the above assets is either past due or impaired.
The financial assets included in the above balances relate
to receivables for which there was no history of default.

21. CASH AND BANK BALANCES, AND PLEDGED 21.

DEPOSITS AND RESTRICTED CASH

BB EERERSEIRE - BRI S
BERYEEOCENREIARE -

RERBRTERRCERFTRRZRE
BE

2016 2015
—E—XE —E—hF
Notes HK$'000 HK$'000
Lz FERT FAT
Cash and bank balances Re RERITES 83,017 100,293
Pledged deposits and restricted cash & 3% #1751 & Z R #IIR & 34,930 23,322
117,947 123,615
Less: Ve
Pledged time and bank deposits HTRITAE 2 2 HEHF
for certain banking facilities TE B R RITIE K 24 (32,695) (19,257)
Pledged bank deposits for certain & T eI 245 2 £ 3K 4R
bills payable RITHEA 22 (1,749) (1,808)
Restricted cash ZREIRE (486) (2,257)
Cash and cash equivalents for the  FtARA BRI E 2
purpose of the consolidated RERBEEEY
statement of financial position 83,017 100,293
BRESEERERAT
£37 2016 133
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21.

134

CASH AND CASH EQUIVALENTS AND
PLEDGED DEPOSITS AND RESTRICTED CASH

(continued)

At 31 December 2016, the cash and bank balances, and
pledged deposits and restricted cash of the Group
denominated in Renminbi (“RMB”) amounted to
HK$30,179,000 (2015: HK$40,243,000). The RMB is not
freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations
and Administration of Settlement, Sale and Payment of
Foreign Exchange Regulations, the Group is permitted to
exchange RMB for other currencies through banks
authorised to conduct foreign exchange business.

Cash at banks earns interest at floating rates based on
daily bank deposit rates. The bank balances, pledged
deposits and restricted cash are deposited with
creditworthy banks with no recent history of default.

Restricted cash of the Group represents a special fund
granted by a PRC government authority and deposited into
a designated bank account in relation to the Group's
purchases of certain energy saving and sewage treatment
machines. Such fund will only be released to the Group's
use upon fulfilment of certain attaching conditions and is
not immediately available for use in the Group’s business.

Yan Tat Group Holdings Limited
Annual Report 2016

21.

RERREEEYRCERERRZR
HEE (@)

MR-E—RE+-A=1+—H8 AEEIRARE
(TAREDFENE S RBITEHEERFRT
AR ZRHIE S 530,179,000 0 ( —E—RF
40,243,000870) - ARBR S EHERSEM
B R E P B R 2 INE B IR AR B LA K 4
B EERMNESERT  AEEEEERER
EREETIEEB ZBITEHARBLBRAR
s o

RITRESRE B RITE A EREUE B K H
B o BT84 CEREREXRERSEFR
EER TR BT HE QR ERAIRTT o

AEENERHABEETERTE RHYAEE
BEETEHELIKEEEFEMRENFRIE
% HEREERITFEO - AL SERNERS
THRERTEERTASREAREZANERA
REZET



Notes to Financial Statements

B ISR M A

31 December 2016 —ZE— X F+_-_HA=1+—H

22. TRADE AND BILLS PAYABLES 22. EZENRERESERE
2016 2015
—B-AF —F—FF
HK$'000 HK$'000
FET FAT
Trade payables =) AN 97,952 103,168
Bills payable ADES 10,356 10,443
108,308 113,611
An aged analysis of the trade and bills payables as at the RPEHR BHEMNIBRENZRIBERE
end of the reporting period, based on the invoice date, is HERRIBRER D AT A AA T ¢
as follows:
2016 2015
—E-REF —T—hEF
HK$'000 HK$'000
TFHExT THT
Within three months =@ARN 94,437 92,172
Three to six months =Z&XEA 12,077 20,319
Over six months BiE N A 1,794 1,120
108,308 113,611
The trade payables are non-interest-bearing and are BOENFEATERBEARBEEQMH AL
normally settled within three months from the month-end HiEst =18 B N&ft -
of the date of invoice.
At 31 December 2016, bills payable with an aggregate R-ZTE—XNE+-_B=+—8 EEeEEA
carrying amount of HK$8,744,000 (2015: HK$9,036,000) 8,744,000 7T (= Z — A £ : 9,036,000 7T )
were secured by pledged bank deposits of HK$ 1,749,000 HIFE( Z 42 B R 1,749,000 T( =S — A F :
(2015: HK$1,808,000). 1,808,000 7T) ) B IR TIF IR
RESEERERAA
F£%5 2016 1 3 5
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23. OTHER PAYABLES AND ACCRUALS 23. HittENSRERETEA
2016 2015
—E-XREF —T—AF
HK$'000 HK$'000
THET FHET

Current ENA

Other payables H eI RIR 21,477 55,871

Accruals ezt E R 33,236 37,579

Deferred income” EIEW AN 432 184

55,145 93,634

Non-current FEENHA

Deferred income” B A 7,005 5,895

Other payable H fth FE T IR = 2,624

Other payables are non-interest-bearing and have an HiENRIBRETE  FEHHE A=A -

average term of three months.

" Deferred income mainly represented (i) special fund of A RIEWRATER : () PEBAE BMERSKERRHE
HK$3,202,000 (2015: HK$3,577,000) granted by a PRC government BT 2 R E£ 3,202,000 T (ZE—A 4 : 3,577,000
authority in relation to the construction of a sewage treatment PEIT) ¢ (i) P ERBR TR AN S E B B A T80 a5 /KR B8
facility; (i) a special fund of HK$1,954,000 (2015: HK$2,257,000) BT 2B E$1,954,0008 (= — A& :
granted by a PRC government authority in relation to the Group’s 2,257,000 7T) : K (i)E FHREEMERHAEERE
purchase of certain energy saving and sewage treatment machines; BEETREOKEEMBZ T Z2E THERES 2,281,000
and (jii) certain special funds of HK$2,281,000 (2015: a special fund BT (= ZE—AE : 55154 245,000/87T) © ZIBIELE
of HK$245,000) granted by certain PRC government authorities in WAREBYE - BER&E 2 BRI A F N8R
relation to the Group’s purchase of certain environmental friendly R -

and water saving machines. The deferred income is recognised in
profit or loss over the expected useful lives of the relevant property,
plant and equipment.

1 36 Yan Tat Group Holdings Limited
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24. INTEREST-BEARING BANK BORROWINGS 24. FTEBITER
2016 2015
ZE-RE —E-1%
Effective/
Effective/ contractual
contractual interest
interest rate (p.a.) HK$'000 rate (p.a.) HK$'000
BB/ SHERE TEn  BR/ANENE THL
Current ED&
Secured trust receipt loans due for repayment LIBOR + 1.5% to 50,215 LIBOR + 1.75% to 43,211
within one year® 1.75%, or HIBOR® 1.875%, or HIBOR®
+1.625% to 1.75% +1.625% t0 1.75%
AR FNERNBERETREE® LIBOR' + 1.5% 2 LIBOR' +1.75% £
1.75%, 2, HIBOR® 1.875%, 2 HIBOR?
+1.625% £1.75% +1.625% £ 1.75%
Secured bank loans due for repayment within one LIBOR + 2.5%, 31,591 LIBOR' +2.5%, 19,928
year which contain repayment on HIBOR® + 2%, HIBOR® + 2%,
demand clauses® or PRIME* - 2.25% or PRIME* - 2.25%
AN—FAERNGERRTER LIBOR + 2.5%, LIBOR' +2.5%,
(BARERERES)® HIBOR? + 2.5%, HIBOR® + 2%,
g, PRIME® - 2.25% % PRIME* - 2.25%
Secured bank loans due for repayment after one LIBOR' +2.5%, 87,173 LIBOR! +2.5%, 66,750
year which contain repayment on HIBOR? + 2%, HIBOR® + 2%,
demand clauses® or PRIME* - 2.25% or PRIME* - 2.25%
BR—FRERNEERRTER LIBOR" + 2.5%, LIBOR" +2.5%,
(BEREREREN) HIBOR® + 2%, HIBOR® + 2%,
g, PRIME® - 2.25% o PRIME* - 2.25%
Secured bank loans due for repayment within PBCBLR® + 5% 2017 16,769 PBC BLR® + 5% 2016 17,750
one year’
BAR—ENEENEERRTER PBCBLR*+5% —B—+f PBCBLR+5% —Z—1%E
Current portion of secured bank loans due for Over-5-year 2017 15,925 Over-5-year 2016 15,638
repayment after one year’ PBC BLR® or 6.54% PBC BLR®, 6.54%
or 6.84%
AR—FRERNEERRTERIHHS BBLER ZB-tf BBRRER ZEF
PBC BLR®g6.54% PBC BLR®, 6.54%
6.84%
202,273 163,277
Non-current FEE1%3
Secured bank loans due for repayment after Over-5-year  2018-2020 8,108 Over-5-year  2017-2020 25,655
one year’ PBC BLR® or 6.54% PBC BLR® 6.54%
or 6.84%
BR—FRERNEERRTEN BBLER —F-N\£Z BRhER —T-tEFE
PBCBLR*H6.54% Z—Z-Zf PBCBLR®6.54% —Z-F&
6.84%
Total &5t 210,381 188,932
BRESEERERAT
E£3R 2016 1 3 7
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24. INTEREST-BEARING BANK BORROWINGS 24.

(continued)

L London Interbank Offered Rate (“LIBOR")

2 Based on the scheduled repayment dates as set out in the loan
agreement

Hong Kong Interbank Offered Rate (“HIBOR")

Standard Chartered Bank Prime Rate (“PRIME")

People’s Bank of China benchmark lending rate (“PBC BLR")
Denominated in HK$, United States dollars (“US$") or EURO
Denominated in RMB

N o v A~ oW

Certain of the Group’s bank loan agreements contain
repayment on demand clauses and the corresponding
bank loans have been classified as current liabilities in the
consolidated statement of financial position. Ignoring the
effect of any repayment on demand clauses and based on
the maturity terms of these loans, the interest-bearing
bank borrowings of the Group are repayable:

st RRITHER @)

1 A ERTTRIZEHF S ([LIBOR)
2 ERBR AT ER A B

EBIRTTRZER S (THIBOR])
BITIRTTREEFZ ([PRIME])

R ARIRITEEEE = ([PBC BLR])
LAETT « 2t ([35T)) RTThilE
AARESE

N o ou s ow

AEBETRITESRBARBRZRERGER
MAAERITERE NG M BRRARD BN
BAME o WA REMRERERERZZER
REZEEXNI MR - ARE 2 BRTE
KRR TREE

2016 2015
—EB—x —FE—RF
HK$’000 HK$'000
FExT T
Within one year —F R 114,500 96,527
In the second year F_F 36,980 36,927
In the third to fifth years, inclusive FoZFEhF(REEREMF) 58,901 55,478
210,381 188,932

Notes: Fi3E

(a) Certain of the Group’s bank borrowings are secured by:

(i) the Group's leasehold land and buildings and construction in
progress with an aggregate net carrying amount at the end
of the reporting period of HK$177,239,000 (2015:
HK$236,362,000) (note 13);

(ii) the Group's investment property with a carrying amount of
HK$5,970,000 (2015: HK$5,966,000) (note 14);

(iii) the Group’s parcels of leasehold land situated in Mainland
China which are classified as prepaid land lease payments
with a carrying amount of HK$5,211,000 (2015:
HK$5,814,000) (note 15); and

(iv) pledged deposits with banks amounting to HK$32,695,000
(2015: HK$19,257,000) (note 21).

(b) Included in the bank borrowings as at 31 December 2016 were
borrowings with carrying amounts of HK$40,802,000 (2015:
HK$59,043,000), HK$143,888,000 (2015: HK$109,007,000) and
Nil (2015: HK$2,155,000) which were denominated in RMB, US$
and Euro, respectively. All other bank borrowings were denominated
in HK$.

() At 31 December 2016, interest rates of the bank borrowings were
either fixed or floating and determined with reference to rates such
as Hong Kong/London Interbank Offered Rate, People’s Bank of
China benchmark lending rate and Standard Chartered Bank Prime
Rate. The interest rates of the Group’s bank borrowings at 31
December 2016 ranged from 2.14% to 6.55%, (2015: from 1.82%
to 7.36%) per annum.

1 38 Yan Tat Group Holdings Limited
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(@ BT AEERITERTA RS EERER

(i) AEBHETHREFREZTR  RBEH
R BR T 4808 45 177,239,000 8 T (=2 —F
£ 1 236,362,000787T) (FFRE13)

(ii) N B BRI {E 45,970,000 8 T 2 IR E M (=
T A4 :5,966,00087T) (FizE14) :

(iii) AEERPEAMMESHREEEAR
5,211,000/ 70 (=2F—H 4 : 5,814,000/7T)
HofEABMtinAERE (ME15) + &

(iv) B K3 F R 1T A F 3K 432,695,000 T (=2
—A 4 119,257,000 7T) (fizE21) ©

(b) RZF—A"F+-A=+—0  RITERLEETED
Bl 440,802,000/ (=2 —H 4 : 59,043,000/87T)
143,888,000 7T (=& — A 4F : 109,007,000 7T ) &
(=T — R4 :2,155000/87C) ER(DBIRAR
¥ X RBUTEHE) - FTA At IRTTEREGAE TR
@ o

(0 REZF—A"F+ZA=1+—8 ' RITEFIRETHZE
AR B MEDLEES RBRITFRERE  FE
ARBITEEEERN R RETHRITREBENREF K%
BE RZT—AF+-A=+—8  FAEEHTER
HFRENTEBE214% E655% (T —H4F : 1.82%
%£736%) °
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25. FINANCE LEASE PAYABLES 25. MEHERMINRE
The Group leases motor vehicles and certain machinery AEBHEETE RS THW ARG UitEE e
and equipment for its operations. These leases are - ZEHEDHRMENRE R THEHANTF—
classified as finance leases and have remaining lease terms FERF - IEEEDNERBEEENELE - B
ranging from one year to five years. All leases are on a BRI AE SN RET ML AEAI R HE

fixed repayment basis and no arrangements have been
entered into for contingent rental payments.

At 31 December 2016, the total future minimum lease REZZ-—RFET-A=+—H #EHEHEETR
payments under finance leases and their present values KR EM SRR N ARETIEHWT

were as follows:

Present value of

Minimum lease minimum
payments lease payments
BIEEEARK BREEEMNREE

2016 2015 2016 2015

ZE-RE _T-RHF ZB-AF _T—1F
HK$'000  HK$'000  HK$'000  HK$'000
FHET FET FET FET

Amounts payable: FERTRRIE
Within one year —FNRN 6,219 6,169 5,826 5,470
In the second year F-F 6,212 6,182 6,050 5,746
In the third to fifth years, inclusive ~ FE=FZFF A4
(BIEEEME) 1,210 6,312 1,172 6,153
Total minimum finance SRR ERESNREE
lease payments 13,641 18,663 13,048 17,369
Future finance charges RAKFEE (593) (1,294)
Total net finance lease payables @& & JE 2B FE
48z 13,048 17,369
Portion classified as HEAEEENED
current liabilities (5,826) (5,470)
Non-current portion JEBNHAER 7,222 11,899
RESEERERAT
E£3R 2016 1 3 9
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26. DEFERRED TAX
The movements in deferred tax liabilities and assets during
the year are as follows:

Deferred tax liabilities

26. EIEFIIE

EEBRRE

Depreciation

allowances
in excess of
related Revaluation
depreciation  of properties Total
ERERR
BEATE B st
HK$'000 HK$'000 HK$’'000
FHATT FHTT FHET
At 1 January 2015 RZZE—hF—H—H (56) = (56)
Deferred tax credited/(charged) RERTA (F0E) BEE
to profit or loss during the BYIRIER IR (£ 10)
year (note 10) (237) 110 (127)
Deferred tax credited to other ~ RAERFT A K 2 E W
comprehensive income during &) IR R T8
the year - (162) (162)
Exchange realignment BEE 34, R B - 3 3
At 31 December 2015 and RZE—RF
1 January 2016 +ZA=+—Hk
—T—R~F—H—H (293) (49) (342)
Deferred tax credited/(charged) RERTA (F1B) B
to profit or loss during the BIEERLIE (FH3E 10)
year (note 10) 274 (3,588) (3,314)
Exchange realignment BEE 34, R B = 161 161
At 31 December 2016 RIZZTE—RF
+=—A=+—H (19) (3,476) (3,495)

Yan Tat Group Holdings Limited
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26. DEFERRED TAX (continued) 26. EFEFIE (&)
Deferred tax assets EEHEEE
Losses
available
for
Provision  Depreciation Provision offsetting
for accrued in excess for against Other
staff of related inventories future deductible
welfare  depreciation and trade taxable temporary
costs allowance receivables profits differences Total
RAEIEN HERREH FERES FAHEHERRE Bt A iE
RAE REEE ERRERE RBENZEER BREZE by
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TATL TATL TATL TATL Thx Thx
At 1 January 2015 R-E-A%—-F—H 2416 1,435 2,201 1,557 562 8171
Deferred tax credited/(charged) RERRERTA /()

to profit or loss during the year HRIER A (5T 10)

(note 10) (450) 573 200 (1,200) 699 (178)
Exchange realignment B 5 % (87) (91) (108) - (56) (342)
At 31 December 2015 and R=B-1F+=-A=1+—H

1 January 2016 k=Z—7~E-R-H 1,879 1917 2,293 357 1,205 7,651
Deferred tax credited/(charged) PERMEESTA/ (k)

to profit or loss during the year HERERE (131 10)

(note 10) (63) 1,057 (358) (59) 218 795
Exchange realignment EH A% (116) (168) (129 - (86) (499)
At 31 December 2016 WZE-—R"E+-ZA=1t—8H 1,700 2,806 1,806 298 1,337 7,947

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

RIBHBECEMEIE - R B AU E SN
REGERBIREET KRS R - A#NK
10%BHH - RER -_ZTENF—A—HEE
B WHEAR-_ZELF+-_A=1+—HENE
) o fisi o B ) B SMR B B B B AR R AT B TR
it - QIRHZEERFEMB R ETHR - BRARAE
KEMBERR5% - At - ZFERT B AL
WMERRAR —_ZETNF-A-—HRELNR

MDA SBF - AEBABMRIAIH -

REKEEZRARAR
F3% 2016
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26.

27.

142

DEFERRED TAX (continued) 26. IEIEBIE (&)
Deferred tax assets (continued) BEEHEEE(#)
At the end of the reporting period, no deferred tax has RS EAR - BEAS S BR AR B sl 7 A BT /8 A
been recognised for withholding taxes that would be RIEVAREE B A A (R TR PR S EY T8
payable on the unremitted earnings that are subject to HNFHEME  BERERIEERIE - E5R5
withholding taxes of a subsidiary of the Group established ZHBARIRA RRERNKRAES KRR ZEET
in Mainland China. In the opinion of the directors, it is not NF-—RA—HBEZEZZ—A"F+=-A=+—HE
probable that this subsidiary will distribute earnings arising ERBF c RZE—ARE+TZA=+—08 ' RZ
from 1 January 2008 to 31 December 2016 in the RERNMMEBARICREEM R EZRETE
foreseeable future. The aggregate amount of temporary (W ARBRELEFIEAE) D BIE H£43E 18898
differences associated with the investment in the subsidiary EBRET(ZZE—AF 17428887 °
in Mainland China for which deferred tax liabilities have
not been recognised totalled approximately HK$188.9
million as at 31 December 2016 (2015: HK$174.2 million).
There are no income tax consequences attaching to the N A A E AR FORAT AR B I A AT S R A R o
payment of dividends by the Company to its shareholders.
SHARE CAPITAL 27. R
Shares vy 2016 2015
—E-XEF —E—hF
HK$'000 HK$'000
FET FHET
Authorised: JETE
10,000,000,000 ordinary shares of 10,000,000,000 f& &A% 0.01E 7T
HK$0.01 each IR 100,000 100,000
Issued and fully paid: BETRERE :
240,000,000 ordinary shares of 240,000,000 & &h% 0.01 57T
HK$0.01 each EORERED 2,400 2,400

There was no movement in the Company’s share capital
during the year.

Yan Tat Group Holdings Limited
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28. SHARE OPTION SCHEME 28.
The Company operates a share option scheme (the
“Scheme"”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the
success of the Group’s operations. The Scheme became
effective on 18 November 2014 and, unless otherwise
cancelled or amended, will remain in force for ten years
from that date.

BB AES 8
RRBR BB B ([ %58 ) ARE A%
BEBIFHERMNABERSEERMER LK
g ZAt BN -HET—ATNABER  fF
FERBREBERIER] - BRIGHZ B R THFR%
KA

RARFES  ITHRARKEZBRE - HEME
EoBMBEALTRETABERERESE Y IEH
TEEME - FREE o i REM 1213
AR - MARREBRRSIBLIENITES -
RAEMBEES B 2B E A LR H 8 {5 RE
BBANAEREREEZETRMA01% @ 48
H(RBEARRRMNRIZ LB ENKRTE) BB
5,000,000 8 L B IR A &SRR A B STt
A HAEE o

Any grant of share options to a director, chief executive or
substantial shareholder of the Company or any of their
respective associate, is required to be approved by the
independent non-executive directors. In addition, any grant
of share options to a substantial shareholder or an
independent non-executive director of the Company or
any of their respective associates, in excess of 0.1% of the
shares of the Company in issue at any time or with an
aggregate value (based on the closing price of the
Company's shares at the date of grant) in excess of HK$5
million, within any 12-month period, are subject to
shareholders’ approval in advance in a general meeting.

B AR 2 B A A AR A AT 2
SHHEFSIR 2 B RREBX N 1 BTy £
RIS - R BIE A A BARAT
HHREEEMEET - RAREBRENELE
HE R -

The offer of a grant of share options may be accepted
within the date as specified in the offer letter issued by the
Company, upon payment of a nominal consideration of
HK$1 in total by the grantee. The exercise period of any
option granted under the Scheme is determined by the
board of directors in its absolute discretion, save that no
option may be exercised more than ten years after it has
been granted.

BREZTEEHETENBEE - ETHRER
TH&REE (AR A RORE L B B K
B (AR R RN EZE L B IR A E

B2 FHRTE  RiROHRRH Bz EE -

The exercise price of share options is determinable by the
board of directors at its absolute discretion, but may not
be less than the higher of (i) the closing price of the
Company’s shares on the date of grant; (ii) the average of
the closing prices of the Company’s shares for the five
business days immediately preceding the date of grant;
and (iii) the nominal value of the shares on the date of
grant.

BRERERTHEARBRKREINBRRAS

Share options do not confer rights on the holders to

dividends or to vote at shareholders’ meetings.

Further details of the Company’s share option scheme are

set out in the Company’s Report of the Directors.

No share options were granted during the years ended 31
December 2016 and 2015 and no share options under the
Scheme were outstanding as at 31 December 2016 and

2015.

EERFZHER -

ARABBEHEZESHERRARAZE
FERE -

BHE_Z—R"FRFT—RAF+=ZA=+—H
IEFE - BERDEAERE  MRZZE—RF
F—ZT—RHE+-_A=1+—H  BREFSITH
EIERRRE R ARITE ©

REKEEZRARAR
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29.

30.

31.

32.

144

RESERVES

The amounts of the Group’s reserves and the movements
therein for the current and prior years are presented in the
consolidated statement of changes in equity on pages 79
and 80 of the financial statements.

Capital reserve

The capital reserve represents the capital contribution from
Mr. Chan Wing Yin and Mrs. Chan Yung by way of a
waiver of shareholders’ loan and the difference between
the consideration and the carrying amount of the non-
controlling interest acquired.

NOTE TO THE CONSOLIDATED STATEMENT

OF CASH FLOWS

Major non-cash transaction

During the year, the Group entered into a finance lease
arrangement in respect of property, plant and equipment
with a total capital value at the inception of the lease of
HK$2,130,000 (2015: HK$16,967,000).

PLEDGE OF ASSETS

Details of the Group’s bills payable and bank borrowings,
which are secured by certain assets of the Group, are
included in note 22 and note 24, respectively to the
financial statements.

OPERATING LEASE ARRANGEMENTS

(a) As lessor
The Group leases its investment property (note 14)
under an operating lease arrangement, with the
lease negotiated for a term of two years. The terms
of the lease also require the tenant to pay a security
deposit.

As at the end of the reporting period, the Group had
total future minimum lease receivables under a non-

29.

30.

31.

32.

it

RAFEREANFE  ARERESBELELES
TI2H R EIREKE 79 K80 B MR A &
xo

BB
BEARBERABLENREZ BB RK
REFETIERRERMBENIFERER
FREEZ R ZER

RERTREBRMTE

FEHFRERS

FA - AEERDE  BEREBL—BRE
HEZH RERKB2EANEERAES
2,130,000 (= F—F4F : 16,967,000/7T) °

EEEH
ERAASBERENEZERBITER(AREESET
BEEEER) NS EORIEAMBERERM T
22 K& BizE24 -

RemsE =
(@) FEREEA

AEBRBEEHELHEBERENE
(FFsE14) - MEHRELHESHME - 8
ERFMEBLBELPHNRES °

REHR - AEREREEB ST H
HEEHERENARKEESEENE

cancellable operating lease with its tenant falling due BRI
as follows:

2016 2015
—E-XEF T -hF
HK$'000 HK$'000
FET FHET
Within one year —&FR 94 301
In the second to fifth years, inclusive FE-_ZFHE(BHEERMRE) - 100
924 401

Yan Tat Group Holdings Limited
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32.

33.

34,

OPERATING LEASE ARRANGEMENTS 32. REMETH @

(continued)

(b) As lessee (b) fERFAMEA
The Group leases certain of its properties under REBERBCEHERHHERAE TYWE -
operating lease arrangements. Leases for the MERELEERP—ERF - RIWEH
properties are negotiated for terms ranging from one N ANEBERBS AT HEL A E R
to two years. At the end of the reporting period, the RRFERBERNRAHEN R HERAT -

Group had total future minimum lease payments
under non-cancellable operating leases falling due as

follows:
2016 2015
—B-RE —ZE-hF
HK$'000 HK$'000
FHET FHET
Within one year —F R 2,041 2,044
In the second to fifth years, inclusive ~#_FEFHE (BIEEEME) 1,158 506
3,199 2,550
COMMITMENTS 33. A&iE
In addition to the operating lease commitments detailed in EREHR » BR £ P EE32(b) st M A8 5 7H &
note 32(b) above, the Group had the following capital AYEIN » REBH AT EARHAIE :
commitments at the end of the reporting period:
2016 2015
—EB-RE —T-RF
HK$'000 HK$'000
TH T FABT
Contracted, but not provided for: BRI 4B AREME
Construction and property, plant ERNIE - BB MR
and equipment 9,663 23,873
RELATED PARTY TRANSACTIONS 34. HBLR5S .
(a) In addition to the transactions, arrangements and (a) [‘ﬁziﬁﬁﬁ*&%ﬁﬁﬁgﬁ Eﬁﬂzi%‘\ ff

balances detailed elsewhere in these financial TJF&%E%QI\ NS (B A ) B A B T T

statements, the Group had the following transaction PR

with a related party during the year:

2016 2015
—B-RE —ZE-hF
Note HK$'000 HK$'000
Bt = FHET FAT
A related company: B2 NG
Rentals paid BEfEE (i) 1,624 1,624

Note: B &

(i) The rentals were charged by Yantek Electronics Company @) HEBERNEEESFERAT(BE]) (AER
Limited (“Yantek”), a related company of the Group owned BB AT - RERE A - BRE KA (R
as to 33% by Mr. Chan Yan Kwong and 34% by Mr. Chan TARATEE) BEENET (BENEER
Yan Wing, who are directors of the Company, and 33% by TR B ok 46 A B B k) 9 B B 33% - 34% &
Ms. Chan Yan Sam, a sister of Mr. Chan Yan Kwong and 339% HE2S ) AR I AN 42 B B B i I 7 Y TR S 1 25
Mr. Chan Yan Wing, in accordance with the tenancy 2l o
agreements entered into between the Group and Yantek.

REKBEZERARAH
#£3R 2016 1 45
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34. RELATED PARTY TRANSACTIONS (continued)

(b)

(c)

(d)

Other transaction with a related party
A director of the Company received sales commission
of HK$3,107,000 (2015: HK$3,792,000) for his
services provided to the Group during the year based
on 3% (2015: 3%) of the transaction amounts.

Commitments with a related party

Certain subsidiaries of the Group entered into two
two-year non-cancellable agreements with Yantek to
lease certain office properties and a director quarter
under operating lease arrangements. The amount of
rentals charged for the year is included in note 34(a)
(i) to the financial statements. The Group’s total
future minimum lease payments to Yantek falling
due within one year and within the second to fifth
years, inclusive are approximately HK$1,624,000
(2015: HK$1,142,000) and HK$1,158,000 (2015:
Nil), respectively.

Compensation of key management personnel of the
Group:

3. BEARG ()

(b)

(9]

HanBARAHM S ETHRS

FR - AQA—ZEZAMAEERER
S mESHEEME3,107,0008 T (==
— R 3,792,000 7T) - £F 1D FIE
B SEENE3%(ZE—FE : 3%)51E o

6 R B 5 9 R I
AEBETHBAREBETMHDME
BN RIE e - ARG E L HEM
AETHAEMEREEES - FAWER
2 T & B B R B 5 R MY 5E 34()0) © B
AEBEY RN FREZRARKERSHEE
R—FREPENRE_ZTERFAN(RIE
HEMT) ZE%H R4 51,624,000 T
(Z & — 7 4 :1,142,000% 7T ) &
1,158,000/ 8 TC (=ZF—HF : TFT) °

(d) TEEXTSEBASHHE:

2016 2015

—E—XF —T—hF

HK$'000 HK$'000

FET FHET

Short term employee benefits RHEERA 15,731 15,960

Post-employment benefits B2 B T 90 90
Total compensation paid to key ENEEEREAENFELTE

management personnel 15,821 16,050

Further details of directors’ and the chief executive’s
emoluments are included in note 8 to the financial
statements.

The related party transaction in respect of note 34(a)(i)
above also constitutes continuing connected transaction as
defined in Chapter 14A of the Listing Rules.

146

Yan Tat Group Holdings Limited
Annual Report 2016

EERTBARFMNE B F BN TS
HKRMTES -

3t B E 34(a)i) 2 BB 77 32 5 TR K T AR Al
FUABREZFEMERS °



Notes to Financial Statements

B ISR M A

31 December 2016 —ZE— X F+_-_HA=1+—H

35. FINANCIAL INSTRUMENTS BY CATEGORY 35. BERESTHNERTIA
The carrying amounts of each of the categories of financial ZHem T ARRESIARNEREYSOT ¢
instruments as at the end of the reporting period are as
follows:
2016 2015
—E—XF —T—hF
HK$’'000 HK$'000
FET FHET
Financial assets MEEE
Loans and receivables: BNk EWGRIA
Trade and bills receivables 2 Z WA RE R RE 207,232 208,798
Financial assets included in prepayments, st ATERZIE ~ 124 R HA
deposits and other receivables FEWRIE R BT 75 & B2 2,763 3,391
Pledged deposits and restricted cash BT R PR MR & 34,930 23,322
Cash and bank balances NG LIRIT4ER 83,017 100,293
327,942 335,804
Available-for-sale financial asset: AR EREEE
Available-for-sale investment ARPERE 3,773 1,697
331,715 337,501
Financial liabilities 8 =N
Financial liabilities at amortised cost: HESHA AR B E
Trade and bills payables Z S RENFERENER 108,308 113,611
Financial liabilities included in other st AE b e F0E N e & A
payables and accruals B aE 32,043 69,799
Interest-bearing bank borrowings FTEERITENK 210,381 188,932
Finance lease payables BEA SR RIE 13,048 17,369
363,780 389,711
RESEERERAT
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36. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS

The carrying amounts and fair values of the Group’s
financial instruments, other than those with carrying
amounts that reasonably approximate to fair values, are as

36. TRITEMNAFEERAFERER

AEESRTANKREERAFERHERR
RNHERERENERTARINZIEMT

follows:
Carrying amounts Fair values
BRTE{E A¥E
2016 2015 2016 2015
—E-RFE —T—hHF ZT—RE —T—AHF
HK$’000 HK$'000 HK$'000 HK$'000
F&T TET FHET BT
Financial asset MEEE
Available-for-sale investment 7]t H &5 & 3,773 1,697 3,773 1,697
Financial liabilities BKaE

Finance lease payables BB E RN IR 13,048 17,369 13,360 17,828
Interest-bearing bank sTEERITER
borrowings 210,381 188,932 217,078 197,172

223,429 206,301 230,438 215,000

Management has assessed that the fair values of cash and SEEBONTE  BERIBTAS  BEREXR

bank balances, pledged deposits and restricted cash, trade
and bills receivables, trade and bills payables, financial
assets included in prepayments, deposits and other
receivables, and financial liabilities included in other
payables and accruals approximate to their carrying
amounts largely due to the short term maturities of these
instruments or the effect of discounting is not material.

The Group’s chief financial officer is responsible for
determining the policies and procedures for the fair value
measurement of financial instruments. At each reporting
date, the chief financial officer analyses the movements in
the values of financial instruments and determines the
major inputs applied in the valuation. The directors review
the results of the fair value measurement of financial
instruments for annual financial reporting.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale. The following
methods and assumptions were used to estimate the fair
values:

148 Yan Tat Group Holdings Limited
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FEA -

AREHBREARATLBIAATHENE
MBERIEF - RERE AN MHREI S
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36. FAIR VALUE AND FAIR VALUE HIERARCHY

OF FINANCIAL INSTRUMENTS (continued)

The fair values of the non-current portion of interest-
bearing bank borrowings and finance lease payables have
been calculated by discounting the expected future cash
flows using discount rates that reflect the Group's
borrowing rates as at the end of the reporting period. The
Group’s own non-performance risk for interest-bearing
bank borrowings and finance lease payables as at the end
of the reporting period was assessed to be insignificant.

For the fair value of the unlisted available-for-sale equity
investment, management of the Group has estimated the
fair value of the investment using an asset-based approach
as its major asset is a property held for self-use and the
investee is yet to have sufficient earning history to support
the use of other approaches. The value of this property is
adjusted to its fair value at the end of each reporting
period for the purpose of determining the Group’s share
of adjusted net asset value and fair value of the
investment.

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

36.

TMITENAFERIFEER )

SHRBITERFNSRY RENBRERAENR
FENFEDE  BARBARSEER &S RN
AR R BR RBIRIEMARRIESIRE - &
BERBEMRUA BRITERRENRE
HENTEARBRENESTERK °

I ETAHEERDRENATE  FEEE
BECEREEMBELFRENDFE  Bx
BEER-RBEERMEMBARELHRY
REFRD BNCEAS I EAEMTTE - ZWE
MEEEABRERSEREMR2AFE  UE
EAKEEGEAREEFERREATE -

DVFERER
TRITFAEEERMTENATEFEER

Fair value measurement using

ERAUTEABBNATENE

Quoted prices  Significant Significant
in active  observable unobservable
markets inputs inputs Total
BEATEHE BARFH
RIS RE WARE BENABE st
(Level 1) (Level 2) (Level 3)
(F—#) (E=4%) (B=4)
HK$'000 HK$'000 HK$'000 HK$'000
FETT THT FET FET
Asset measured BATEFENEE :
at fair value:
At 31 December 2016 RZZE—RF
+=A=+—8H
Available-for-sale AHEHERE
investment - - 3,773 3,773
At 31 December 2015 R-TE—HF
+=—A=+—H
Available-for-sale AIEHERE
investment - - 1,697 1,697
RESEERERAT
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36. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

The movements in fair value measurements within Level 3

during the year are as follows:

36. TRITEMNAFEERAFERER &)

DR EER(E)

RERE=BNAHEAELBOT :

2016 2015
—E—RE —E—FRE
HK$'000 HK$'000
FHET FHTT
Available-for-sale investment — unlisted: B fit H&E18& — 3E £ ¢
At 1 January 1,697 1,350
Addition 2,105 -
Fair value gain recognised in PRE M 2 K ER HE SR Y
other comprehensive income 179 426
Exchange realignment (208) (79)
At end of year 3,773 1,697
The Group did not have any financial liabilities measured at RZE—RF+_A=+—BE=ZT—AF+=
fair value as at 31 December 2016 and 31 December R=+—8  XEBWEEMIZRAFETT S8
2015. BafE -
During the year, there were no transfers of fair value RER  BEMBEEMNS  F—RRE_R2HE

measurements between Level 1 and Level 2 and no
transfers into or out of Level 3 for financial assets (2015:

Nil).
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36. FAIR VALUE AND FAIR VALUE HIERARCHY
OF FINANCIAL INSTRUMENTS (continued)

Fair value hierarchy (continued)

D EBR 4

&)

Fair value measurement using

ERUATaABENAFENE

36. ERMITEMAFERAFEEBR®)

Quoted
prices Significant Significant
in active  observable unobservable
markets inputs inputs Total
EAUEE EATAHE
SR ISHRE BAHE AR st
(Level 1) (Level 2) (Level 3)
(E—%%) (B=#) (B=#)
HK$'000 HK$'000 HK$'000 HK$'000
FHTT FHTT FHATT FATT
Liabilities for which fair HEAFEMNER :
values are disclosed:
At 31 December 2016 RIZT—RF
tZA=t+—H
Finance lease payables B EH E R FRIE = = 13,360 13,360
Interest-bearing bank FTEIRTTIER
borrowings - - 217,078 217,078
- - 230,438 230,438
At 31 December 2015 R-ZE—HHF
+=—A=1+—8H
Finance lease payables b E T E e F0E - - 17,828 17,828
Interest-bearing bank FTERITER
borrowings - - 197,172 197,172
= = 215,000 215,000
BRESEERERAT
F3R 2016 1 5 1
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group’s principal financial instruments arise directly
from its operations.

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

Interest rate risk

Interest rate risk is the risk that the future cash flows of a
financial instrument will fluctuate because of changes in
market interest rates. The Group’s exposure to the risk of
changes in market interest rates relates primarily to the
Group's cash and time deposits at banks and borrowings
with floating interest rates.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rates, with all other
variables held constant, of the Group’s profit before tax
(through the impact on deposits with banks and floating
rate borrowings). There is no impact on the Group’s equity
except on the retained profits.

37.

M EEREER EREEK

AEBETZERMTAERRNELE -

AEESRMTAEANTZ2ABANERER - Hh
KRk FERREADESRR ZEFSEH
MABAKEEESBZERARNEE  MxF
BUERBE AT -

Rl

FEEBR LSBT ANAKESREBED
SBRERBTEBDHER - A EBEETEA %
BHEKREEENEENRTES LEBTR
RLBHERAER -

TRIRAEBRR B ADEN (B RITFRRIE L
ERNTE)HMEHR SRR e FE (K fwFT
BEBHIHTE) MGURE - BRRBEIN - &
SERSHESYE -

Increase/

Increase/ (decrease)
(decrease) in in profit
basis points before tax

EE5Em BRBE AR R
(H2)  #&m/ (BD)

HK$'000
FHEIT

2016 —B—AF
HK$ BT 50 (446)
RMB AR 50 7
HK$ BT (50) 446
RMB AR (50) (7)

2015 —E—-hHE
HK$ BT 50 216
RMB AR 50 (1)
HK$ BT (50) 216
RMB AR (50) 11

Yan Tat G Holdings Limited
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES 37.

AND POLICIES (continued)

Foreign currency risk

The Group has transactional currency exposures. Those
exposures arise from sales or purchases by operating units
in currencies other than the units’ functional currencies.
The Group’s main operating subsidiaries are located in
Hong Kong and Mainland China and the Group'’s sales and
purchases were mainly conducted in HK$, RMB and US$.

The RMB is not a freely convertible currency. Future
exchange rates of the RMB could vary significantly from
the current or historical exchange rates as a result of the
changes in the PRC foreign currency policy. The exchange
rates may also be affected by economic developments and
political changes domestically and internationally, and the
demand and supply of the RMB. The appreciation or
devaluation of RMB against HK$ and US$ may have impact
on the operating results of the Group.

The following table demonstrates the sensitivity at the end
of the reporting period to a reasonably possible change in
the RMB exchange rates, with all other variables held
constant, of the Group’s profit before tax (due to changes
in the fair values of monetary assets and liabilities). There is
no impact on the Group’s equity except on the retained

Mg b EE B R R BUR (8)

SMEE LB

AEEERRXZEERR - ZFRBRFENSEE
AR BN ER AN ERETEER - &
SENEELEMBARMREERTEAM -
MAEBENEREETENETT AR RETTHE
e

ARBAIEE R BERE - ARBERARIRERRA]
BEE A B SMNE B K B i £ B AT SR EE X
BRAHA o R IR 585 BRSNS 7 3 R K I
RBBUEARBNERATE - ARKHIET
RETHEXREXSHARBE 2 REXEE
REE

TRITRBEMRAEBRFANGN (AT
BERARBATEEY) HARKERHRSE
AR E (LA R BRI E) NBRE -

BRAREBMIN  AREREMEITE -

profits.
Increase/
Increase/ (decrease)
(decrease) in in profit
RMB rate before tax
HAARMESR BB AR R
EFH(F®) EFH(FE)
% HK$'000
% TET
2016 —E-RE
If HK$ weakens against RMB BT ARE T K% 5 (190)
If HK$ strengthens against RMB WATHARE EF (5) 190
If US$ weakens against RMB fHETH ARBET® 5 (338)
If US$ strengthens against RMB fHETH AR EFH (5) 338
2015 —E-EF
If HK$ weakens against RMB AT ARBET B’ 5 (350)
If HK$ strengthens against RMB BT H AR EH (5) 350
If US$ weakens against RMB WMETHARE T 5 (105)
If US$ strengthens against RMB WETTHARE EFF (5) 105
RESEERERAA

F3R 2016
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37.

154

FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

Credit risk

The Group trades only with recognised and creditworthy
third parties. It is the Group's policy that all customers who
wish to trade on credit terms are subject to credit
verification procedures and payment in advance may be
required. In addition, receivable balances are monitored on
an ongoing basis.

The credit risk of the Group’s financial assets, which
comprise trade and bills receivables, pledged deposits and
restricted cash, cash and bank balances, and financial
assets included in prepayments, deposits and other
receivables, arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of these
instruments.

Concentrations of credit risk are managed by customer/
counterparty. At the end of the reporting period, the
Group had certain concentrations of credit risk as 36.9%
(2015: 41.7%) and 64.8% (2015: 66.2%) of the Group's
trade receivables were due from the Group’s largest
customer and the five largest customers, respectively.

Yan Tat Group Holdings Limited
Annual Report 2016
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MigEEEE RS RBER (5

FEmE
AEBERRRAREERINE=ZIRS - K
SENBRRIMBEEREEMRINEFA
RIEEZERRF - WrAIEFEFRLN K o o -
AR B A B R WK IR BRAR o

AEEMBEEE(BRESRUFBERERRE
B SEMAEREERERE  RERRITHER
RIIABNFIE - Be REMBKTIEZ HEE
E)NEERBRRREF RN  sARRREE
ENRF%ETANREE

BREE/HFHREBREEERER - RREH
K AEEEETEEETRR  FAAKREBE
WESHEBEF HAAE369%(ZF—HF:
41.7%) 12 64.8% (—F —FE : 66.2%) FEU AR
EEFARAAEP -
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (continued)

Liquidity risk

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of
bank borrowings. The Group’s policies are to regularly
monitor the current and expected liquidity requirements,
and to ensure that it maintains sufficient reserves of cash
and available banking facilities to meet its liquidity
requirements in short and longer terms.

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

37. BIEREEEERBE @)

REBRE R
REEMERANRBTERERESNBE
BB 2 T - ARE IR AT HERE
ERESRDEL TR - NRRERETRES
HERTARTRE  WAREHRESRDE
SFF o

AEERHEHRRIEAS QO RBARA RO
BEZEARET

On  Less than 1to5
demand 1 year years Total
REREE OIR-F —ELF @st

HK$000 HK$'000 HK$°000 HK$'000
FER FTER TER FER

2016 —B-RE
Trade and bills payables B SN R ENEE - 108,308 - 108,308
Finandial liabilities included in STAEMEMRIB R ERTE F
other payables and accruals WEEas - 32,043 - 32,043
Interest-bearing bank borrowings & B RITIER 119,364 83,960 8,446 211,770
Finance lease payables BMEHEREMNFIE - 6,219 7,422 13,641
119,364 230,530 15,868 365,762
RESEERERAA
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES 37. BIBREAKREEEEREE &)
AND POLICIES (continued)

Liquidity risk (continued) RERERAM(E)
On Less than 1t05
demand 1 year years Total
REXER OIR—F —EOF st

HK$'000  HK$'000  HK$'000  HK$'000
TAT THET THAT THET

2015 —E-hEF
Trade and bills payables B HENFIBRENEE = 113,611 = 113,611
Financial liabilities included in other & A E ftb & {4 2% 18 K fE 5T 2

payables and accruals e asE - 67,175 2,624 69,799
Interest-bearing bank borrowings &t 2 RITE 86,678 88,853 27,224 202,755
Finance lease payables MEHERNZUA = 6,169 12,494 18,663

86,678 275,808 42,342 404,828

Included in interest-bearing bank borrowings are term HERTEFPEETHER  EEFRHRETE
loans of which the loan agreements contain a repayment EBREERBER G - 48 T RITEGSERERN AT
on-demand clause giving the banks the unconditional right PMEIBS B W E R - FEitk - Bt bt B HEAk R m
to call in the loans at any time and therefore, for the = BN NEA [EEREE] -

purpose of the above maturity profile, the total amount is
classified as “on demand”.
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (continued)
Liquidity risk (continued)
Notwithstanding the above clause, the directors do not
believe that the loans will be called in its entirety within 12
months, and they consider that the loans will be repaid in
accordance with the maturity dates as set out in the loan
agreements. This evaluation was made considering: the
financial position of the Group at the date of approval of
the financial statements; the lack of events of default, and
the fact that the Group has made all previously scheduled
repayments on time. In accordance with the terms of the
loans which contain a repayment on demand clause, the
maturity profile of those loans as at the end of the
reporting period, based on the contractual undiscounted
payments and ignoring the effect of any repayment on
demand clause, is as follows:

37.

Mg E b EE B R R BUR (8)

MBS EE ()

HRBA LR EFATHEZERGRER
RT—EAREREE MEFRR/ZERLR
ERipEME 2 BB A EE - iR 2 ZEE
R ARERYBMRELEE B ZFHBMN
N WEENEMN  RAKE LN —BERRERH
RIKEFER - RIFEIBEARBRERGHRZER
MR B TRARERERIFRR 2T E  RIB
BERTAARMBANR - ZFEFNIWE HRE 22
HERMT

Less than
1year 1to5 years Total
DR—F —ZHF L

HK$'000 HK$'000 HK$'000
BT AT TAT

As at 31 December 2016 RZE—RE+=-_A=+—H 35,220 92,261 127,481
As at 31 December 2015 R-E—AF+-_A=1+—H 22,320 70,440 92,760
RESEERERAT
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37. FINANCIAL RISK MANAGEMENT OBJECTIVES 37. Bi¥EMEEEEREEH)
AND POLICIES (continued)
Capital management EXEHE
The primary objectives of the Group’s capital management AEBEREANETEZEANARBAEBER
are to safeguard the Group's ability to continue as a going RHERER  WRBEBREMNERLE LI
concern and to maintain healthy capital ratios in order to EBRFNHEARREE °
support its business and maximise shareholders’ value.
The Group manages its capital structure and makes REEABLEMRRE BT EIREARERIE
adjustments to it in light of changes in economic HAEE o AMSoiARERNEE  KNEB T
conditions. To maintain or adjust the capital structure, the BNTRREOBREKAKREESSHER - K&
Group may adjust the dividend payment to shareholders or B/EETE TRITER M ZE RITBE G
raise new capital from its investors. The Group is required e TN I EAIRE - REZEZT—X
to comply with certain externally imposed capital F+-_A=+—HERZZE—RHF+_A=1+—
requirements set out in certain of its bank loan HIEFE  BEEARMNERE  BEREFRHES
agreements/bank facility letters. No changes were made in o
the objectives, policies or processes for managing capital
during the years ended 31 December 2016 and 31
December 2015.
The Group monitors capital using a gearing ratio, which is AEBZEEABL X (AREBKRUAEZ)
total debt divided by total equity. Total debt includes EBER - BEBBESERITEIRBEHEE
interest-bearing bank borrowings and finance lease JETFRIE o
payables.
The gearing ratios as at the end of the reporting period are RERR 2 EEBBLXRIIEHNAT
as follows:
2016 2015
—E—XEF —E—hF
HK$'000 HK$'000
FET FHT
Interest-bearing bank borrowings sTRERITER 210,381 188,932
Finance lease payables BB E RN IR 13,048 17,369
Total debt EETS 223,429 206,301
Total equity RS 421,829 428,784
Gearing ratio BEBELE 0.5 0.5
1 58 Yan Tat Group Holdings Limited
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38. STATEMENT OF FINANCIAL POSITION OF 38. A MBI K

THE COMPANY

Information about the statement of financial position of
the Company at the end of the reporting period is as

follows:

RERARARBRH AR RNERT

2016 2015
—E—REF —E—R4E
HK$'000 HK$'000
TExT FET
NON-CURRENT ASSET ERBEE
Investment in a subsidiary R—HERB R/ E 1 1
CURRENT ASSETS MENVE
Due from subsidiaries FELRBT B A B 718 65,864 68,207
Prepayments SN 360 295
Cash and bank balances WL NIRITES 218 251
Total current assets MENVE EER 66,442 68,753
CURRENT LIABILITIES MEA &
Other payables and accruals Hoth FE A5 RE N FE ST R0 1,190 906
Due to a subsidiary e — R A A5k 1A 1,463 =
Total current liabilities mE) B BB 2,653 906
NET CURRENT ASSETS MENEEFE 63,789 67,847
Net assets BEFE 63,790 67,848
EQUITY RS
Issued capital BT 2,400 2,400
Reserves (note) s (GE) 61,390 65,448
Total equity BRELS 63,790 67,848
RESEERERAT
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38. STATEMENT OF FINANCIAL POSITION OF
THE COMPANY (continued)

ARATMBEMRRE (&)

Note: 3T -
A summary of the Company’s reserves is as follows: RRREERENT :
Retained
Share profit/
premium (accumulated
account loss) Total
RE A,
R 175 E R (REHEE) st
HK$'000 HK$'000 HK$'000
FAT FHT FAT
At 1 January 2015 R=ZE—h&—H—H 62,609 (20,932) 41,677
Profit and total comprehensive income F A A R 2 ERALRE
for the year - 35,771 35,771
Interim 2015 dividend —ZE-RFEHRERE - (12,000) (12,000)
At 31 December 2015 and 1 January 2016 R-E—RAF+-_A=+—HBK
—ZT—RF—A—H 62,609 2,839 65,448
Loss and total comprehensive loss FREEREHEEEERE
for the year - (4,058) (4,058)
At 31 December 2016 RZZE—A"F+=A=+—H 62,609 (1,219) 61,390
39. COMPARATIVE AMOUNTS LB F

Certain comparative amounts have been reclassified/
disaggregated to conform with the current year’s
presentation.

40. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 24 March 2017.
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