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ANNUAL RESULTS
FOR THE YEAR ENDED 31ST DECEMBER, 2015

The board of directors (the “Board) of Daido Gxo Limited (the “Company”) is pleased to announce
the audited consolidated results of the Companyingubsidiaries (the “Group”) for the year enlde
31st December, 2015, together with the compardiyaes for the corresponding period in 2014 as
follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS
AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31ST DECEMBER, 2015

NOTES 2015 2014

HK$'000 HK$'000

Revenue 2 275,783 213,752
Direct costs (226,661) (193,793)
Gross profit 49,122 19,959
Other income 3 2,161 2,413
Selling and distribution expenses (13,251) (10,268)
Administrative expenses (33,547) (30,490)
Other gains and losses 4 616 (793)
Share of loss of a joint venture (3,875) (2,828)
Finance costs 5 (7,670) (1,844)
Loss before tax (6,444) (23,851)

Taxation 6 - -
Loss for the year 7 (6,444) (23,851)

* For identification purpose only



NOTES

Other comprehensive (expense) income for the year
Items that may be reclassified subsequently to profit

or loss:
Exchange differences arising on translation

of the foreign operations

Total comprehensive expense for the year

Loss for the year attributable to:
Owners of the Company
Non-controlling interests

Total comprehensive expense attributable to:
Owners of the Company
Non-controlling interests

Loss per share - basic 9

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 31ST DECEMBER, 2015

NOTES

NON-CURRENT ASSETS
Property, plant and equipment
Goodwill

Interest in a joint venture
Available-for-sale investments
Rental deposits paid

Pledged bank deposits

Loans receivable

2015
HK$'000

(730)
(7,174)

(6,444)

(6,444)

(7,174)

(7,174)

(HKO.26 cent)

2014
HK$'000

182
(23,669)

(23,851)

(23,851)

(23,669)

(23,669)

(HK0.98 cent)

2015
HK$'000

14,482
8,581
7,947

38,502

21,783

90,000

54,650

235,945

2014
HK$'000

9,888
8,581
8,181
38,502
21,780
90,000

176,932



CURRENT ASSETS

Inventories

Trade and other receivables, deposits and
prepayments

Loans receivable

Amount due from non-controlling interests
of a subsidiary

Held for trading investments

Bank balances and cash

CURRENT LIABILITIES

Trade and other payables
Amount due to an investee
Amount due to a joint venture
Obligations under finance leases
Promissory notes

NET CURRENT ASSETS
TOTAL ASSETS LESS CURRENT LIABILITIES

CAPITAL AND RESERVES
Share capital
Share premium and reserves

Equity attributable to owners of the Company
Non-controlling interests

NON-CURRENT LIABILITIES
Obligations under finance leases
Promissory notes

Bonds

NOTES 2015
HK$'000
2,200

10 64,986
17,850

9,760
698

125,214
220,708

11 25,641
39,042

1,924

4,762

71,369

149,339

385,284

24,323

243,300

267,623
14,923

282,546

2,738

100,000
102,738
385,284

2014
HK$'000

1,636

51,809

5,949
834
149,151

209,379

20,674
23,795
1,270
578
4,762

51,079
158,300
335,232

24,323
250,474

274,797
14,923

289,720

1,081
4,431
40,000

45,512
335,232




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2015

1.

APPLICATION OF NEW AND REVISED HONG KONG FINANCIAL REPORTING
STANDARDS ("HKFRSs")

The Group has applied the following amendments H8&Rsued by the Hong Kong Institute of
Certified Public Accountants (the "HKICPA") thatarelevant for the preparation of the Group's
consolidated financial statements:

Amendments to HKFRSs Annual Improvements to HKFREK) - 2012 Cycle
Amendments to HKFRSs Annual Improvements to HKFR@EL - 2013 Cycle
Amendments to HKAS 19 Defined Benefit Plans: EmgpContributions

The application of these amendments to HKFRSshaaks no material effect on the amounts
reported in these consolidated financial statemamtiéor disclosures set out in these consolidated
financial statements.

The Group has not early applied the following reevd revised HKFRSs that have been issued
but are not yet effective.

HKFRSs (Amendments) Annual Improvements to HKFRG@E - 2014 Cycfe

HKFRS 9 Financial Instrumerits

HKFRS 15 Revenue from Contracts with Custorhers

HKFRS 10 and HKAS 28 Sale or Contribution of Asds¢tween an Investor and
(Amendments) its Associate or Joint Venture

HKFRS 10, HKFRS 12 and Investment Entities: Appdythe Consolidation
HKAS 28 (Amendments) Exceptibn

HKFRS 11 (Amendments) Accounting for Acquisitiarfdnterests in Joint

Operation’s

HKAS 1 (Amendments) Disclosure Initiative

HKAS 16 and HKAS 38 Clarification of Acceptable Meds of Depreciation
(Amendments) and Amortisation

HKAS 16 and HKAS 41 Agriculture: Bearer Plants
(Amendments)

HKAS 27 (Amendments) Equity Method in SeparateaRiial Statemeht

Effective for annual periods beginning on or aftst January, 2016
Effective for annual periods beginning on or aftst January, 2018
Effective for annual periods beginning on or afietate to be determined

2

HKFRS 9 issued in 2009 introduces new requiremtamtthe classification and measurement of
financial assets. HKFRS 9 amended in October 2ibludes the requirements for the
classification and measurement of financial lidied and for derecognition, and in 2013 to
include the new requirements for general hedgelattow.

Key requirements of HKFRS 9:

. all recognised financial assets that are within 8wwpe of HKAS 39 "Financial
Instruments: Recognition and Measurement” and redup be subsequently measured at
amortised cost or fair value. Specifically, debtdstments that are held within a business
model whose objective is to collect the contractesh flows, and that have contractual
cash flows that are solely payments of principal arterest on the principal outstanding
are generally measured at amortised cost at thefesibsequent accounting periods. All
other debt investments and equity investments aa&sored at their fair values at the end
of subsequent accounting periods. In addition,euldKFRS 9, entities may make an

4



irrevocable election to present subsequent chamgethe fair value of an equity
investment (that is not held for trading) in othmymprehensive income, with only
dividend income generally recognised in profitasd.

o with regard to the measurement of financial lidigi designated as at fair value through
profit or loss, HKFRS 9 requires that the amountchinge in the fair value of the
financial liability that is attributable to chang&s the credit risk of that liability is
presented in other comprehensive income, unlesgetognition of the effects of changes
in the liability's credit risk in other comprehevesiincome would create or enlarge an
accounting mismatch in profit or loss. Changedaiin value attributable to financial
liabilities' credit risk are not subsequently resified to profit or loss.

o in relation to the impairment of financial ass#&FRS 9 requires an expected credit loss
model, as opposed to an incurred credit loss maadaér HKAS 39. The expected credit
loss model requires an entity to account for exgubcredit losses and changes in those
expected credit losses at each reporting dateffectechanges in credit risk since initial
recognition. In other words, it is no longer nesaey for a credit event to have occurred
before credit losses are recognised.

o the new general hedge accounting requirementsnrdte three types of hedge
accounting. However, greater flexibility has bésmoduced to the types of transactions
eligible for hedge accounting, specifically broaidgnthe types of instruments that
qualify for hedging instruments and the types sk tomponents of non-financial items
that are eligible for hedge accounting. In additithe effectiveness test has been
overhauled and replaced with the principle of aor@mic relationship'. Retrospective
assessment of hedge effectiveness is also no lomggired. Enhanced disclosure
requirements about an entity's risk managementites have also been introduced.

The Directors of the Company will assess the impacthe application of HKFRS 9. For the
moment, it is not practicable to provide a reastsmabtimate of the effect of HKFRS 9 until the
Group performs a detailed review.

The Directors of the Company are in the processssessing the potential impact of the
remaining new and revised standards, and at thge dtave not yet determined the effect of the
application of these standards on the results imaddial position of the Group.

REVENUE AND SEGMENT INFORMATION

Information reported to the executive directorsthhé Company, being the chief operating
decision makers, for the purposes of resource allmt and assessment of segment performance
focuses on the types of services provided. No aipegy segments identified by the chief
operating decision makers have been aggregatedriuing at the reportable segments of the
Group.

Specifically, the Group's reportable and operatsggments under HKFRS 8 "Operating
Segments" are as follows:

1. Cold storage and related services in Hong K&@gl¢l storage and related services")
2. Trading and related services in the PRC ("Trgdind related services")
3. Money lending services in Hong Kong ("Money leggdservices")

During the year ended 31st December, 2015, theugsttas commenced its money lending
business in Hong Kong and an operating segmentdiegathis money lending services was
reported.
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Segments revenues and results

The following is an analysis of the Group's rewerand results by reportable and operating
segment:

For the year ended 31st December, 2015

Cold storage Trading Money
and related and related lending
services services services Total

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

Revenue 227,890 42,403 5,490 275,783
Segment profit (loss) 21,238 (11,059) 1,179 11,358
Unallocated income 2,161
Unallocated expenses (8,282)
Change in fair value of held for trading

investments (136)
Share of loss of a joint venture (3,875)
Finance costs (7,670)
Loss before tax (6,444)

For the year ended 31st December, 2014

Cold storage Trading Money
and related  and related lending
services services services Total

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

Revenue 198,583 15,169 - 213,752
Segment profit (loss) 3,187 (14,028) - (10,841)
Unallocated income 2,409
Unallocated expenses (11,432)
Change in fair value of held for trading

investments (115)
Share of loss of a joint venture (2,828)
Finance costs (1,044)
Loss before tax (23,851)




The accounting policies of the operating segmermgdlee same as the Group's accounting policies.
Segment profit (loss) represents the profit (Idssn each segment without allocation of interest
income, sundry income, central administration costiiding part of auditor's remuneration and
directors' remuneration, change in fair value dfiHer trading investments, share of loss of a
joint venture and finance costs. This is the memsaported to the chief operating decision
makers, the executive directors, for the purposesesource allocation and performance
assessment.

Segment assets and liabilities

The following is an analysis of the Group's assets liabilities by reportable segment:

2015 2014

HK$'000 HK$'000
ASSETS
Cold storage and related services 87,639 81,370
Money lending services 75,439 -
Trading and related services 11,714 11,000
Total segment assets 174,792 92,370
Unallocated assets 281,861 293,941
Consolidated assets 456,653 386,311
LIABILITIES
Cold storage and related services 19,555 16,538
Money lending services 75,262 -
Trading and related services 5,745 4,416
Total segment liabilities 100,562 20,954
Unallocated liabilities 73,545 75,637
Consolidated liabilities 174,107 96,591

For the purposes of monitoring segment performaacel allocating resources between segments:

o all assets are allocated to operating segments tthe available-for-sale investments,
interest in a joint venture, amount due from nontaaling interests of a subsidiary, held
for trading investments, pledged bank depositsk lisiances and cash, certain property,
plant and equipment, and certain other receivabésodwill is allocated to cold storage
and related services; and

. all liabilities are allocated to operating segmeuitiser than amount due to an investee,
promissory notes, bonds and certain other payables.



Geographical information
The Group's operations are located in Hong Kortjthe PRC.
Information about of the Group's non-current asd®¢ geographical location of the assets

(excluding available-for-sale investments, inteliesa joint venture and pledged bank deposits)
are set out below:

2015 2014

HK$'000 HK$'000

Hong Kong 98,887 39,667
PRC 609 582
99,496 40,249

Revenue from major products and services

The following is an analysis of the Group's revefmom its major products and services:

2015 2014

HK$'000 HK$'000

Cold storage and logistic services 223,873 197,073

Trading and related services 42,403 15,169

Manufacturing and trading of ice 4,017 1,510
Money lending services 5,490 -

275,783 213,752

Information about major customer

Revenues from customer of the corresponding yeargibuting over 10% of the total revenue of
the Group from cold storage and related serviceasifollows:

2015 2014

HK$'000 HK$'000

Customer A 45,848 30,756
OTHER INCOME

2015 2014

HK$'000 HK$'000

Bank interest income 567 1,510

Government subsidy 1,018 226

Sundry income 576 677

2,161 2,413




OTHER GAINS AND LOSSES

2015 2014

HK$'000 HK$'000

Gain on disposal of property, plant and equipment 1,269 636
Change in fair value of held for trading investitsen (136) (115)
Allowance for trade receivables (517) (1,314)
616 (793)

FINANCE COSTS

2015 2014

HK$'000 HK$'000

Interest on obligations under finance leases 245 33
Imputed interest expense on promissory notes 569 876
Interest on bonds 5,256 135
Bond placing commission 1,600 800
7,670 1,844

TAXATION

Hong Kong Profits Tax is calculated at 16.5% & &stimated assessable profit for both years.
PRC Enterprise Income Tax ("EIT") is calculatedn&t applicable tax rate of 25%.
No provision for Hong Kong Profits Tax and EIT iisquired as the individual companies

comprising the Group either incurred a loss or taxdosses to offset the assessable profit.

LOSS FOR THE YEAR

2015 2014
HK$'000 HK$'000
Loss for the year has been
arrived at after charging (crediting):
Auditor's remuneration
- audit service 930 930
- non-audit service 230 230
Depreciation for property, plant and equipment 4,950 4,167
Exchange gain, net (126) (29)
Minimum lease payments for operating leases jpe@s
of rented premises 88,631 87,235
Total staff costs (including directors' emolumégnts 65,686 61,436
DIVIDEND

No interim dividend is paid during the year (20Ml), nor has any dividend been proposed since
the end of the reporting period (2014: Nil).



10.

LOSS PER SHARE

The calculation of the basic loss per share attaitde to owners of the Company is based on the
following data:

2015 2014
HK$'000 HK$'000
Loss for the purpose of basic loss per share,
attributable to owners of the Company (6,444) (23,851)
'000 '000
Number of shares
Weighted average number of ordinary shares for
the purpose of basic loss per share 2,432,304 2,432,304

No dilutive effect to the loss per share as theeee no potential ordinary shares in issue for year
ended 31st December, 2015 and 31st December, 2014.

TRADE AND OTHER RECEIVABLES, DEPOSITS AND PREPAYMHES

2015 2014

HK$'000 HK$'000

Trade receivables 51,710 48,545
Less: allowance for doubtful debts (1,832) (1,315)
49,878 47,230

Interest receivable 2,944 33
Other receivables 214 82
Deposits and prepayments 11,950 4,464
64,986 51,809

The following is an aged analysis of trade redalies (net of allowance for doubtful debts)
presented based on the invoice dates at the etite akporting period, which approximated the
respective revenue recognition dates.

2015 2014

HK$'000 HK$'000

0 - 30 days 22,272 23,774
31 - 60 days 17,475 12,559
61 - 90 days 8,775 7,705
91 - 120 days 1,088 2,796
More than 120 days 268 396
49,878 47,230
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11.

Except for certain customers who are allowed 3®@Qodays credit period, no credit period is
allowed by the Group in respect of provision ofdcetorage and logistics services. No interest is
charged on any outstanding trade receivables.

Before accepting any new customer, the Groupesout research on the creditability of the new
customer and assesses the potential customeris quatity and defines credit limits by customer.
Credit limits granted to customers are revieweceangear.

Included in the Group's trade receivable balance d@ebtors with a carrying amount of

HK$26,634,000 (2014: HK$23,526,000) which are mhst at the reporting date for which the

Group has not provided for impairment loss as the® not been a significant change in credit
quality. The Group does not hold any collaterarawese balances.

TRADE AND OTHER PAYABLES

2015 2014

HK$'000 HK$'000

Trade payables with independent outsiders 7,749 6,981
Trade payables with joint venture 690 -
8,439 6,981

Accrued for staff costs 4,413 3,447
Bond interest payable 2,992 135
Other payables 9,797 10,111
25,641 20,674

The following is an aged analysis of trade payabplesented based on the invoice dates.

2015 2014

HK$'000 HK$'000

0 - 30 days 6,650 5,102

31 - 60 days 1,280 1,716
61 - 90 days 92 78
91 - 120 days 86 85
More than 120 days 331 -

8,439 6,981

No credit period is generally allowed by creditargl no interest is charged on trade creditors.
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MANAGEMENT DISCUSSION AND ANALYSIS

OVERALL RESULTS

For the financial year ended 31st December, 2@l&l tevenue of the Group amounted to approximately
HK$276 million, up approximately 29% when compared approximately HK$214 million in the
previous financial year.

Despite a slightly lower GDP growth in Hong Kongidg the year (2.4% compared with 2.6% in 2014),
and a decrease in tourism in Hong Kong especialthe¢ second half of the year, The Group’s cord col
storage business fared well during 2015 and redoadsatisfactory increase in profit.

The overall revenue of the Group’s operations hesnbsteady. Net loss for the year attributable to
owners of the Company during the period under wevmas been narrowed down to approximately
HK$6.4 million as compared to HK$23.9 million iretprevious year. Loss per share was HK0.26 cent.

The Management considers the reduction was maimytd encouraging performance of cold storage
and related business for thear; the decrease in continuous operating loss of the trading business in the
PRC; and the slight profit generated from the Group’s new service arm, the money lending services

The Group is principally engaged in cold storage and related business in Hong Kong; trading and related
business in the PRC and provision of money lendergices.

BUSINESS REVIEW

Cold storage and related services

Cold storage

This segment has continued to be the Group’s ga@hdncome driver and recorded favourable profit
increase in 2015 since the Group adjusted storagglrfee in the first half of the year. Furthermor
major festivals such as Mid-Autumn and Winter Soéstall happening in the second half of the year
when many choose to eat out, cold storage busireditonally fares better during this period.

However, to further strengthen the flow of incorttee Group has adopted a strategy of selectingtguali
clients and maintaining an optimal product portplimproving the turnover of storage inventory and
thus a healthy flow of storage operation.

In spite of a downturn in visitor arrival in thecemd half of 2015, which has affected local retail
industries including restaurant businesses, out starage business held up because most of omtxlie
placed orders in 2014 for their 2015 needs, thevdbovn in the economy last year therefore poselé litt
effect on this line of business.

Logistics services

The Group’s logistics service business has bedrlesta 2015. This arm of business provides value-
added service to our customers, offering them astoy@ shop service. This convenience translated int
loyal cold storage customers, which account fol98@ of the overall clientele of the logistic servic
arm.

Industrial ice bars (for construction use)

The revenue of our industrial ice bars businessbieas stable during the year. Increase in demarsd wa
seen during summer and early autumn, as industeabars are seasonal products, being affected by
climate and temperature. The majority of the iceslsfor construction use.
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Trading and related business in the PRC

The Group has been engaged in the trading of gaggucts and Korean food in the PRC. Our products
include milk, sour milk, probiotic drinks and imped products from Korea like kimchi and sticky rice
cake.

It has been the third year since the Group’s opgydahe business. Despite an improvement in busines
performance, we have yet to reach our businessttarghe twin challenges of cultural differenced an
employing the right management personnel locaklyragjor issues we need to tackle. The management
will take active steps to implement targeted sohsdito optimise operations and prepare us to Retr
into the vast market.

Money lending services

In 2014, Daido acquired a money lending comparfilang Kong, which offers mortgage to some of its
higher quality cold storage clients and for oth@ney lending opportunities. However, the low thaddh

in entering the lending industry means intense ciditipn. Coupled with an adverse economic
environment and banks inundated with liquidity, thils has limited the growth of our money lending
services.

PLEDGE OF ASSETS

As at 31st December, 2015, banking facilities ®aktent of HK$3.5 million (2014: HK$3.5 million¥ o
the Group were secured by the pledge of bank depasiounting to HK$3.5 million (2014: HK$3.5
million). The amount utilised at 31st December, 204as approximately HK$3.5 million (2014:
approximately HK$3.5 million).

As at 31st December, 2015, bank deposits of apprabely HK$87 million (2014: approximately HK$87
million) were pledged to a bank which provides bapuiarantees in favour of two landlords for a sum
equivalent to 12 months rent payable by the Growgeutenancy agreements.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December, 2015, the Group had cash anki lalances of approximately HK$125 million
(2014: approximately HK$149 million). The decreags mainly due to increase in loans receivable in
excess of proceeds from issue of bonds and theasbtused in investing activities.

The gearing ratio, measured as non-current borgsviover equity attributable to owners of the
Company was approximately 38.39% as at 31st Decer20d5 (2014: approximately 16.56%). The
increase was mainly attributable to the issue oflso

Monetary assets and liabilities of the Group aneqgyally denominated in Hong Kong dollars. The
directors consider the Group’s exposure to exchaatgerisks to be low. The Group may have relayivel
high exposure to exchange rate risk when morertgadisiness to be operated in the PRC. The digector
will review the exchange rate risks faced by theuprperiodically.

During the year under review, the Group’s capitgbenditure was financed by finance leases and
internal resources.

In 2014, the Group announced for the placementoofdb in an aggregated principal amount of up to
HK$500 million within the placing period. The nebpeeds from the issue of the bonds will be utlise
as the general working capital of the Group. Fothier details, please refer to the announcementiseof
Company dated 13th November, 2014, 26th JanuarRartApril, 2015. As at 31st December, 2015, it
is noted that the bonds in an aggregate principaiuent of HK$100 million have been subscribed by the
places and issued by the Company (31st Decembi4; 2IK$40,000,000).

SHARE CAPITAL STRUCTURE
As at 31st December, 2015, the total issued shepitat of the Company was HK$24,323,040 divided
into 2,432,304,000 ordinary shares with a par valuelK$0.01 each, which is the same as those as at
31st December, 2014.
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EMPLOYMENT AND REMUNERATION POLICY

As at 31st December, 2015, the total number oftiiole employees of the Group in Hong Kong and the
PRC were approximately 250 and 60 respectively 42@pproximately 250 Hong Kong employees; 50
PRC employees). Remuneration is reviewed annuathyirmaddition to the basic salaries, the Group als
provides staff benefits including discretionary bses, Mandatory Provident Fund, staff quarter, Hunc
box/lunch subsidy and professional tuition/traingudpsidy for employees’ benefit.

PROSPECTS

Looking into 2016, despite an unfavourable globadr®mic outlook, the Group envisages a stable
operating environment for our core cold storageirtass. Supported by the stable labour market
conditions in Hong Kong, private consumption exptnd (PCE) grew solidly by 4.8% in real terms in

2015, compared with 3.3% growth in 2014. As ouertls mainly supply frozen food to local restaurants
stable domestic demand will benefit our core ctddagye business.

Furthermore, a decrease of electricity tariffsdaraverage of 1% as announced by the China Light an
Power, due to the significant drop in fuel prices #heir cost control efforts will bring some rélte the
increasing labour costs and a possible loweringtanage order as a result of a slackening in touirs
Hong Kong.

The industrial ice bar business will continue tonagn stable with the many infrastructural and
construction projects in Hong Kong.

The trading business in the PRC will see furthewgh, as we continue to improve operating in a
different culture, and start to explore deeper idéveloping the enormous logistics market in China,
presented by an accelerated use of online shopimrige third quarter of 2015, the transaction ealof
China’s B2C online market reached US$78.58 bilkath an increase of 49.7% compared to the same
period in 2014.

Cold storage and related services

Cold storage

Despite the Group’s optimism with the prospectst®fcold storage business, we still have to faee th
challenges of shortage of manpower and an ageimkfovoe.

Cold storage is a labour intensive industry, &l an industry that is difficult to attract youpgople to
join the trade, and some positions have been lamddruit workers despite a generally better basic
salaries compared to other industries in Hong Kd¥igh the local unemployment rate stabilised aiva |

of 3.3%, the Group may consider improving trainargl further introducing the use of technologies to
help streamline processes, retain workers andcaitoaing people.

With a general slowdown in the global economic glgwhe Group anticipates a drop in confidence of
our clients towards the catering industry and nmeduce order in the coming year. This may affect our
cold storage business in 2016 to a certain extent.

However, as we stand by our strategy of choosirgityuclientele and maintaining an optimal product

mix to ensure storage capacity and improve throughgnd having clients who are suppliers from a
variety of background: from high-class restaura®ving the high-end markets to restaurants artd fas
food chains serving the mass, this helps balanttheuisks due to a weakening economy.

Industrial ice bars (for construction use)

The Group is very optimistic with this line of bness, because of a number of large scale infrastalic
projects, including the Hong Kong Express Rail Lifong Kong — Zhuhai — Macau Bridge, the third
airport runway, over 40 major projects across Hi€Juding the Kai Tak development, and the 2016-17
Land Sale Programme, which will see a supply o229, private flats, the largest such number since
2010.
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Trading and related business in the PRC

Notwithstanding the challenges, the Group remaipsnuostic about the business. In 2014, China
imported US$122 billion worth of agricultural prarta, more than the aggregated value of imported
copper ore, motor vehicles, aircrafts and pharmazas combined according to the statistics by Qigeu
Kong Graduate School of Business.

The fact that China has 20% of the world’s popuolatout only 9% of the world’s arable land, plus the
general low confidence in local food products, bastributed to China becoming the number one food
importing country in the world. We will continue &xplore new products to achieve diversification,
review the overall situation, implement targetechsuges, and adjust our business strategy to expand
line of business.

Concurrently, the Group is jointly operating a kigi business with a Shanghai company. The joint
venture currently supports the Group’s food tradinginess, but the management is considering furthe
developing this business as it sees huge potentihis industry.

China’s logistics industry is expected to show deuhgit growth over the next five years, contingiia
trend of 21% compound annual growth since 1991hWitline shopping expected to have a compound
annual growth rate (CAGR) of 24.7% until 2027 adoog to China Internet Research company
iResearch.

The rising trend of e-commerce and online shoppiegns substantial need for logistics services,aand
big incentive for the Group to act on the right ogpnity.

Money lending services
Considering the volatile market situation, the Grouill take a cautious approach with this busin¥gs.
will continue to choose high quality clients whdfedng the service.

CORPORATE STRATEGY AND A LONG-TERM BUSINESS MODEL

For more than 15 years, the Group has successfoligolidated cold storage as our core business. We
have been creatively exploiting the potential a$ thusiness by diversifying into providing valuedad
logistic service to clients. Leveraging on our celdrage and logistic experience in Hong Kong, the
Group has been further enabled to diversify gedgcafly into China and business-wise into trading i
food imports, and we are now looking into tappihg vast logistics market in the PRC.

Diversification whilst strengthening our core bwesa is our long term business model. Being sekeativ
our clientele and storage product mix, and maimgirhigh operation efficiency are our corporate
strategies. The latter is achieved through progdind optimising one-stop service for our cliefrtsm
storage to transport, distribution to financing,gmainspection to customs clearance, and empldgitegt
technological innovation so as to attract and neliayal quality clients, to help us stay in theefivont of
the industry.

We are now in a position to expand our food tradamgl logistics business in the PRC, through
increasing product types and strengthening digiohunetwork on the PRC.

We endeavour to continuously improve our core lmssroperation and performance. In tandem to this,
we will formulate solutions targeting to improverdwading and logistics business on the PRC. With
China’s Belt and Road initiatives, there could kkeremore opportunities for us to explore. As welexo
with the new economic order, Daido will continueféous on providing top notch services and aspire t
become the most sought-after storage and logigtiosider in Hong Kong. We sincerely thank our
shareholders’ continuous support and will pledgevtok hard so we can return them with maximised
gain.
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DIVIDEND

The Board does not recommend the payment of a ehddor the year ended 31st December, 2015
(2014: Nil).

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

Neither the Company nor any of its subsidiariecpased, sold or redeemed any of the Company’slliste
securities during the year ended 31st Decembef.201

CORPORATE GOVERNANCE

Code on Corporate Governance Practices

The Company has applied and complied with the fpies of the code provision and certain
recommended best practices under the Corporater@owe Code and Corporate Governance Report
(the “CG Code”) of the Rules Governing the ListiofySecurities (the “Listing Rules”) on The Stock
Exchange of Hong Kong Limited (the “Stock Exchang#iroughout the year ended 31st December,
2015, except for the deviations as stated below.

Upon the resignation of Mr. Fung Wa Ko as the Ghaim on 14th October, 2011, there is no Chairman in
the Company. Since there is no Chairman in the Gowppluring the year ended 31st December, 2015,
there was no meeting held between the Chairmarnhendon-executive directors (including independent
non-executive directors) without the executive ctive present.

The Board does not have the intention to fill tlesipon of Chairman at present and believes that th
absence of a Chairman will not have adverse eftettie Company, as decisions of the Company will be
made collectively by the executive directors. Theaml will keep reviewing the current structure loé t
Board and the need of appointment of a suitabléidate to perform the role of Chairman. Appointment
will be made to fill the post to comply with codeopision A.2.1 and A.2.7 if necessary of the CG €od

Internal Controls

The Group has adopted a series of internal comtealsures including the strengthening of reporimegl

of senior management. As a routine procedure aricopghe internal control system, executive dioest
and the senior management would meet at least anweek to review the financial and operating
performance of each department. The senior manageofieeach department is also required to keep
executive directors informed of material developteesf the department’s business and implementation
of the strategies and policies set by the Board mgular basis.

During the year under review, the formal employ@mdbook of China trading subsidiary has been
established and approved by the management. Suctdek clearly set out the policies and procedures
which apply to all China trading subsidiary’s besses and staff under their obligations as to duty,
integrity and principles under which its businessesrate.

Meanwhile, the Company has fine-tuned the policddsthe Company’s employee handbook for
compliance with the relevant updated ordinancesth Bemployee handbooks have been properly
circulated to staff and enforced.

Following the internal control review of the pureska sales and inventory (“PSI”) processes of China
trading subsidiary in 2014, the Management hadestaio develop an enterprise resource planning
(“ERP”) system for its businesses during the yeaten review. Through ERP system we can optimise
the procurement and sales processes as well astiamyenanagement, and maintain data quality, data
validation & authentication to improve financial &counting system tracking & budget controlling
effectiveness.
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The framework of ERP system is basically complatedhe first half of 2015. The completed ERP
system has been finished in the second half of 205 in test period. It is expected to be im@etad
in due course after the test period.

All internal control procedures will be properhitiwed up to ensure that they are implemented aifid w
be monitored in an ongoing basis.

During the year ended 31st December, 2015, thedBeas satisfied that the internal control system is
effective and that nothing has come to its attentm cause the Board to believe the Group’s interna
control system is inadequate. Moreover, the systédhtontinue to be reviewed, added on or updated t
provide for changes in the operating environment.

Model Code for Securities Transactions by Directors

The Company has adopted a written securities dgglalicy which contains a set of code of conduct
regarding securities transactions by directors,ténes of which are on terms no less exacting than
required standard set out in the Model Code foruBies Transactions by Directors of Listed Issuers
contained in Appendix 10 to the Listing Rules (tBecurities Dealing Policy”).

Having made specific enquiry of all directors o& tGompany, all directors have confirmed that thag h
complied with the required standard set out inSkeurities Dealing Policy during the year undeieeyv

Audit Committee
The Audit Committee currently comprises three iretefent non-executive directors, namely, Mr. Leung
Chi Hung (Chairman), Mr. Fung Siu Kit, Ronny and. Mse Yuen Ming.

The Audit Committee has reviewed the audited codatdd financial statements of the Group for the
year, including the accounting principles and pcactadopted by the Group, and discussed matters
relating to auditing, internal controls and finalaieporting.

SCOPE OF WORK OF MESSRS. DELOITTE TOUCHE TOHMATSU

The figures in respect of the Group’s consolidaedement of financial position, consolidated steet

of profit or loss and other comprehensive income e related notes thereto for the year ended 31st
December, 2015 as set out in the preliminary ancement have been agreed by the Group’s auditor,
Messrs. Deloitte Touche Tohmatsu, to the amouritswgein the Group’s audited consolidated financial
statements for the year. The work performed by ke$3eloitte Touche Tohmatsu in this respect did no
constitute an assurance engagement in accordaticeHamng Kong Standards on Auditing, Hong Kong
Standards on Review Engagements or Hong Kong Stdsmaa Assurance Engagements issued by the
Hong Kong Institute of Certified Public Accountartsd consequently no assurance has been expressec
by Messrs. Deloitte Touche Tohmatsu on the prelamjimnnouncement.

DISCLOSURE OF INFORMATION ON THE WEBSITE OF THE HKE xnews AND THE
COMPANY

This announcement is published on the HKExnews ielad www.hkexnews.hk and the Company’s
website at www.irasia.com/listco/hk/daido/index.htm

The 2015 annual report of the Company containihthalinformation required by the Listing Rules lwil

be despatched to the shareholders of the Compahgnade available on the websites of the HKExnews
and the Company in due course.
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BOARD OF DIRECTORS

As at the date of this announcement, the Board deegexecutive directors, namely, Mr. Au Tat Wali,
Mr. Choy Kai Sing andMr. Ho Hon Chung, Ivan; non-executive director, namely, Mr. Fung Wa Ko; and
independent non-executive directors, namely, Mng-8iu Kit, Ronny, Mr. Leung Chi Hung and Mr. Tse
Yuen Ming.

By Order of the Board
Daido Group Limited
Choy Kai Sing
Executive Director

Hong Kong, 30th March, 2016
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