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ANNUAL RESULTS
FOR THE YEAR ENDED 31ST DECEMBER, 2016

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, 2016, together with the compardiyaes for the corresponding period in 2015 as
follows:

CONSOLIDATED STATEMENT OF PROFIT OR LOSS

AND OTHER COMPREHENSIVE INCOME
FOR THE YEAR ENDED 31ST DECEMBER, 2016

NOTES 2016 2015

HK$'000 HK$'000

Revenue 2 305,651 275,783
Direct costs (245,706) (226,661)
Gross profit 59,945 49,122
Other income 3 791 2,161
Selling and distribution expenses (16,198) (13,251)
Administrative expenses (41,686) (33,547)
Other gains and losses 4 (827) 616
Share of loss of a joint venture (7,947) (3,875)
Finance costs 5 (6,405) (7,670)
Loss before tax (12,327) (6,444)

Taxation 6 - -
Loss for the year 7 (12,327) (6,444)

* For identification purpose only



NOTES 2016 2015

HK$'000 HK$'000
Other comprehensive expense for the year
Items that may be reclassified subsequently to profit
or loss:
Exchange differences arising on translation
of foreign operations (682) (730)
Total comprehensive expense for the year (13,009) (7,174)
Loss for the year attributable to:
Owners of the Company (12,327) (6,444)
Non-controlling interests - -
(12,327) (6,444)
Total comprehensive expense attributable to:
Owners of the Company (13,009) (7,174)
Non-controlling interests - -
(13,009) (7,174)
Loss per share - basic 9 (HKO.51 cent) (HKO.26 cent)
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 31ST DECEMBER, 2016
NOTES 2016 2015
HK$'000 HK$'000
NON-CURRENT ASSETS
Property, plant and equipment 10,555 14,482
Goodwill 8,581 8,581
Interest in a joint venture - 7,947
Available-for-sale investment 38,502 38,502
Rental deposits paid 21,782 21,783
Pledged bank deposits 90,005 90,000
Loan receivables 10 31,000 54,650
200,425 235,945




CURRENT ASSETS

Inventories

Trade and other receivables, deposits and
prepayments

Loan receivables

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
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
Bonds

NOTES 2016 2015
HK$'000 HK$'000

738 2,200

11 64,168 62,057
10 10,893 20,779
9,760 9,760

702 698

156,060 125,214

242,321 220,708

12 31,429 25,641
39,042 39,042

1,853 1,924

- 4,762

72,324 71,369

169,997 149,339

370,422 385,284

24,323 24,323

230,291 243,300

254,614 267,623

14,923 14,923

269,537 282,546

885 2,738

100,000 100,000

100,885 102,738

370,422 385,284




NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31ST DECEMBER, 2016

1.

APPLICATION OF NEW AND AMENDMENTS TO HONG KONG FINNCIAL
REPORTING STANDARDS ("HKFRSs")

Amendments to HKFRSs that are mandatorily effective for the current year

The Group has applied the following amendmentsK&RISs issued by the Hong Kong Institute
of Certified Public Accountants (the "HKICPA") fdue first time in the current year:

Amendments to HKFRSs Annual Improvements to HKFR&R? - 2014
Cycle
Amendments to HKFRS 10, Investment Entities: Appudyihe Consolidation
HKFRS 12 and HKAS 28 Exception
Amendments to HKFRS 11 Accounting for Acquisitimidnterests in Joint
Operations
Amendments to HKAS 1 Disclosure Initiative
Amendments to HKAS 16 Clarification of Acceptabletidods of
and HKAS 38 Depreciation and Amortisation
Amendments to HKAS 16 Agriculture: Bearer Plants
and HKAS 41

The application of these amendments to HKFRS&eanctrrent year has had no material impact
on the Group's financial performance and positifors the current and prior years and/or
disclosures set out in these consolidated finaisteaements.

New and amendments to HKFRSs in issue but not yet effective

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

HKFRS 9 Financial Instrumerits

HKFRS 15 Revenue from Contracts with CustomersRldted
Amendments

HKFRS 16 Leasés

Amendments to HKFRSs Arrmgrovements to HKFRSs 2014-2016 Cycle

Amendments to HKFRS 2 Classification and MeasurgroeEShare-based Payment
Transactiorfs

Amendments to HKFRS 4 Applying HKFRS 9 Financratruments with
HKFRS 4 Insurance Contratts

Amendments to HKFRS 10 Sale or Contribution ofeédsdetween an Investor and

and HKAS 28 its Associate or Joint Venfure

Amendments to HKAS 7 Disclosure Initiative

Amendments to HKAS 12 Recognition of Deferred Pasets for Unrealised
Losse$

1 Effective for annual periods beginning on or aftst January, 2017

> Effective for annual periods beginning on or aftst January, 2018

3 Effective for annual periods beginning on or aftst January, 2019

: Effective for annual periods beginning on or aétatate to be determined

Effective for annual periods beginning on or ftst January, 2017 or 1st January, 2018, as
appropriate



HKFRS 9 Financial Instruments

HKFRS 9 introduces new requirements for the clasgion and measurement of financial assets,
financial liabilities, general hedge accounting angairment requirements for financial assets.

Key requirements of HKFRS 9 which are relevarth®Group are:

all recognised financial assets that are within dbepe of HKFRS 9 are required to be
subsequently measured at amortised cost or fasev&8pecifically, debt investments that
are held within a business model whose objective sollect the contractual cash flows,
and that have contractual cash flows that are spl@yments of principal and interest on
the principal outstanding are generally measuredhartised cost at the end of subsequent
accounting periods. Debt instruments that are heiithin a business model whose
objective is achieved both by collecting contrattzsh flows and selling financial assets,
and that have contractual terms that give rise petifed dates to cash flows that are
solely payments of principal and interest on thengypal amount outstanding, are
generally measured at fair value through other cetmgmsive income. All other debt
investments and equity investments are measuretheat fair value at the end of
subsequent accounting periods. In addition, und€FRE 9, entities may make an
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.

in relation to the impairment of financial ass@&FRS 9 requires an expected credit loss
model, as opposed to an incurred credit loss madeler HKAS 39 "Financial
Instruments" Recognition and Measurement". The eggecredit loss model requires an
entity to account for expected credit losses arahgas in those expected credit losses at
each reporting date to reflect changes in creskt since initial recognition. In other words,
it is no longer necessary for a credit event toehaecurred before credit losses are
recognised.

Application of HKFRS 9 in the future may have a emal impact on the classification and
measurement of the Group's financial assets. The@ available-for-sale investment, which are
currently stated at cost less impairment, will @ithe measured as fair value through profit or loss
or be designated as fair value through other congm&ve income (subject to fulfilment of the
designation criteria). In addition, the expectedddrloss model may result in early provision of
credit losses which are not yet incurred in refatio the Group's financial assets measured at
amortised cost.



HKFRS 15 Revenue from Contracts with Customers

HKFRS 15 was issued which establishes a single oeimepsive model for entities to use in
accounting for revenue arising from contracts watlstomers. HKFRS 15 will supersede the
current revenue recognition guidance including HKASE "Revenue”, HKAS 11 "Construction

Contracts" and the related interpretations whéedomes effective.

The core principle of HKFRS 15 is that an entitypgld recognise revenue to depict the transfer
of promised goods or services to customers in apuainthat reflects the consideration to which
the entity expects to be entitled in exchangetiosé goods or services. Specifically, the standard
introduces a 5-step approach to revenue recognition

e Step 1: Identify the contract(s) with a customer

e Step 2: Identify the performance obligations in ¢tbatract

e Step 3: Determine the transaction price

e Step 4: Allocate the transaction price to the penénce obligations in the contract
e Step 5: Recognise revenue when (or as) the emtiigfies a performance obligation

Under HKFRS 15, an entity recognises revenue wbeng) a performance obligation is satisfied,
i.e. when 'control' of the goods or services uryilegl the particular performance obligation is
transferred to the customer. Far more prescrigudance has been added in HKFRS 15 to deal
with specific scenarios. Furthermore, extensiveldgires are required by HKFRS 15.

In 2016, the HKICPA issued Clarifications to HKFRS in relation to the identification of
performance obligations, principal versus agentsm@rations, as well as licensing application
guidance.

The directors of the Company anticipate that th@ieation of HKFRS 15 in the future may result
in more disclosures, however, the directors ofGoeenpany do not anticipate that the application
of HKFRS 15 will have a material impact on the tigniand amounts of revenue recognised in the
respective reporting periods.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for tleatification of lease arrangements and
accounting treatments for both lessors and less#€SRS 16 will supersede HKAS 17 "Leases”
and the related interpretations when it becomexge.

HKFRS 16 distinguishes lease and service cont@cthe basis of whether an identified asset is
controlled by a customer. Distinctions of operatlagses and finance leases are removed for
lessee accounting, and is replaced by a model whetght-of-use asset and a corresponding
liability have to be recognised for all leases bgskees, except for short-term leases and leases of
low value assets.

The right-of-use asset is initially measured att @&l subsequently measured at cost (subject to
certain exceptions) less accumulated depreciatioth ianpairment losses, adjusted for any
remeasurement of the lease liability. The leag®liig is initially measured at the present valde o
the lease payments that are not paid at that 8atesequently, the lease liability is adjusted for
interest and lease payments, as well as the ingfdeaise modifications, amongst others. Under
the HKFRS 16, lease payments in relation to lemdlity will be allocated into a principal and
an interest portion which will be presented asrfoiag cash flows.
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Under HKAS 17, the Group has already recognisedsset and a related finance lease liability
for finance lease arrangement. The application KFRS 16 may result in potential changes in
classification of these assets depending on whetier Group presents right-of-use assets
separately or within the same line item at whicé torresponding underlying assets would be
presented if they were owned.

In contrast to lessee accounting, HKFRS 16 subiathntarries forward the lessor accounting
requirements in HKAS 17, and continues to requirkessor to classify a lease either as an
operating lease or a finance lease.

Furthermore, extensive disclosures are requirddiyRS 16.

As at 31 December 2016, the Group has as lesseeamzellable operating lease commitments of
approximately HK$211,574,000. A preliminary assesstindicates that these arrangements will
meet the definition of a lease under HKFRS 16, lzanite the Group will recognise a right-of-use
asset and a corresponding liability in respectliofh@se leases unless they qualify for low value
or short-term leases upon the application of HKFESS In addition, the application of new
requirements may result changes in measuremersgmegion and disclosure as indicated above.
However, it is not practicable to provide a reatdmastimate of the financial effect until the
directors complete a detailed review.

Except as described above, the directors of thegaogndo not anticipate that the application of
other new and amendments to HKFRSs will have anmaa&ffect on the amounts recognised in
the Group's consolidated financial statements.

REVENUE AND SEGMENT INFORMATION

Information reported to the executive directorsthé 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 ¢ipgraegments identified by the chief operating

decision makers have been aggregated in arrivitigeateportable segments of the Group.

Specifically, the Group's reportable segments undléFRS 8 "Operating Segments" are as
follows:

1. Cold storage and related services in Hong Ké@gl¢l storage and related services")

2. Trading and related services in the People’suBkpof China (“PRC”) ("Trading and related
services")

3. Money lending services in Hong Kong ("Money lgrgdservices")



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, 2016

Cold storage Trading Money
and related and related lending
services services  services Total
HK$'000 HK$'000 HK$'000 HK$'000
Revenue 236,691 62,173 6,787 305,651
Segment profit (loss) 23,378 (12,137) (539) 10,702
Unallocated income 791
Unallocated expenses (9,472)
Change in fair value of held for trading
investments 4
Share of loss of a joint venture (7,947)
Finance costs (6,405)
Loss before tax (12,327)
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)




The accounting policies of the operating segmermgdlee same as the Group's accounting policies.
Segment profit (loss) represents the profit eatmeoss from) each segment without allocation
of other income, central administration costs idaig partly auditor's remuneration and directors'
remuneration, change in fair value of held for ingdnvestments, share of loss of a joint venture
and finance costs. This is the measure reportethdéochief operating decision makers, the
executive directors, for the purposes of resoulloeation and performance assessment.

Segment assets and liabilities

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

2016 2015
HK$'000 HK$'000
SEGMENT ASSETS
Cold storage and related services 91,273 87,639
Trading and related services 11,740 11,714
Money lending services 41,906 75,439
Total segment assets 144,919 174,792
Unallocated assets 297,827 281,861
Consolidated assets 442 746 456,653
SEGMENT LIABILITIES
Cold storage and related services 20,459 19,555
Trading and related services 8,493 5,745
Money lending services 44,111 75,262
Total segment liabilities 73,063 100,562
Unallocated liabilities 100,146 73,545
Consolidated liabilities 173,209 174,107

For the purposes of monitoring segment performamckallocating resources between segments:

. all assets are allocated to operating segments thla@ available-for-sale investment,
interest in a joint venture, amount due from nontoaling interests of a subsidiary, held
for trading investments, pledged bank depositsk limtances and cash, certain property,
plant and equipment, and certain other receival@esdwill is allocated to cold storage
and related services; and

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



Geographical information
The Group's operations are located in Hong Kortjthe PRC.
Information about of the Group's non-current asd®t geographical location of the assets

(excluding available-for-sale investment, pledgadkodeposits and loan receivables) are set out
below:

2016 2015

HK$'000 HK$'000
Hong Kong 40,760 44,237
PRC 158 8,556
40,918 52,793

Revenue from major products and services

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

2016 2015
HK$'000 HK$'000

Cold storage and logistic services:
- Revenue from cold storage and logistic services 234,344 223,873
- Sales of ice 2,347 4,017
Sale of goods from trading and related services 62,173 42,403
Interest income from money lending services 6,787 5,490
305,651 275,783

Information about major customer

Revenue from a customer from cold storage andecklservices contributing over 1086 the
total revenue of the Group is as follows:

2016 2015

HK$'000 HK$'000

Customer A 55,588 45,848
OTHER INCOME

2016 2015

HK$'000 HK$'000

Bank interest income 632 567

Sundry income 159 576

Government subsidy - 1,018

791 2,161
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OTHER GAINS AND LOSSES

Allowance for trade receivables
Change in fair value of held for trading investnsent
Gain on disposal of property, plant and equipment
Impairment loss on property, plant and equipment
Loss on disposal of subsidiaries

FINANCE COSTS

Bond placing commission

Imputed interest expense on promissory notes
Interest on bonds

Interest on finance leases

TAXATION

2016 2015
HK$'000 HK$'000
(504) (517)

4 (136)

7 1,269

(289) -
(45) -

(827) 616
2016 2015
HK$'000 HK$'000
- 1,600

238 569
6,000 5,256
167 245
6,405 7,670

Hong Kong Profits Tax is calculated at 16.5% ofélsémated assessable profits for both years.

Under the Law of the People’s Republic of ChinaEmrerprise Income Tax (the "EIT Law") and
Implementation Regulation of the EIT Law, the takerof the PRC subsidiaries is 25% for both

years.

No provision for Hong Kong Profits Tax and EIT isquired as the individual companies
comprising the Group either incurred a loss or taxdosses to offset the assessable profit.

LOSS FOR THE YEAR

Loss for the year has been arrived at after chau@irediting):

Auditor's remuneration

- audit service

- non-audit service
Cost of inventories recognised as expenses
Depreciation for property, plant and equipment
Net foreign exchange loss (ge

Minimum lease payments for operating leases inesp

of rented premises
Total staff costs (including directors' emoluments)

DIVIDEND

2016

HK$'000

930
230
44,851
5,224
139

89,580
74,500

2015

HK$'000

930
230
31,538
4,950
(126)

88,631
65,686

No interim dividend was paid during the year (204), nor has any dividend been proposed

since the end of the reporting period (2015: Nil).
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10.

LOSS PER SHARE

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

2016 2015
HK$'000 HK$'000
Loss for the purpose of basic loss per share,
attributable to owners of the Company 12,327 6,444
'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 diluted loss per share is presented as there m@potential ordinary shares in issue for years
ended 31st December, 2016 and 31st December, 2015.

LOAN RECEIVABLES

2016 2015

HK$'000 HK$'000

Secured loans 15,037 58,593
Unsecured loans 26,856 16,836
41,893 75,429

Less: Amount due within one year and classified

under current assets (10,893) (20,779)
Amount due after one year 31,000 54,650

The Group holds collateral of some property intesrégcated in Hong Kong over secured loan
receivables of HK$15,037,000 (2015: HK$58,593,000)e directors of the Company consider
the exposure of credit risk of the secured recddmtafter taking into account the value of the
collateral, is insignificant, as the fair valuetbé collateral (property interests) is higher ttiae
outstanding amount of these receivables at theoéride reporting period. The remaining loan
receivables are unsecured.

Secured loan receivables carry fixed-rate interastsl% (2015: ranged from 11% to 22%) per
annum and with maturity of 3 years (2015: 6 morith20 years). Unsecured loan receivables
carry fixed-rate interests ranging from 11% to 18®15: at 11%) per annum and with maturity
ranged from 9 months to 3 years (2015: 3 yeard)amlounts of principal will be receivable on
respective maturity dates.
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11.

The maturity dates of the Group's fixed-rate loageivables are as follows:

2016 2015

HK$'000 HK$'000

Within one year 10,893 20,779
In more than one year but not more than two years 31,000 391
In more than two years but not more than five years - 32,464
In more than five years - 21,795
41,893 75,429

Before accepting any new borrower, the Group cauig research on the creditability of the new
borrower and assesses the potential borrower's gueality and defines loan terms with borrower.
The credit of the borrowers granted with loansraxgewed once a year.

There were no loan receivables past due at thetnepalate. The Group reviews the recoverable
amount of each individual loan receivable at the ef the reporting period to ensure that

adequate impairment losses are made for irrecokeaabount. Accordingly, the directors of the

Company believe that there is no allowance or inmpant required.

TRADE AND OTHER RECEIVABLES, DEPOSITS AND PREPAYMHES

2016 2015
HK$'000 HK$'000

Trade receivables 58,958 51,710
Less: allowance for doubtful debts (474) (1,832)

58,484 49,878
Other receivables 672 229
Deposits and prepayments 5,012 11,950

64,168 62,057

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

2016 2015

HK$'000 HK$'000

0 - 30 days 24,411 22,272
31 - 60 days 18,990 17,475
61 - 90 days 8,972 8,775
91 - 120 days 6,091 1,088
More than 120 days 20 268
58,484 49,878
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Except for certain customers who are allowed 3®@Qodays credit period, no credit period is
allowed by the Group in respect of provision ofccetorage 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$32,565,000 (2015: HK$26,634,000) which are mhst at the reporting date for which the

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

TRADE AND OTHER PAYABLES

2016 2015

HK$'000 HK$'000

Trade payables with independent outsiders 9,697 7,749
Trade payables with joint venture (note) 445 690
10,142 8,439

Accrued for staff costs 6,722 4,413
Bond interest payable 2,992 2,992
Other payables, deposits received and accruedeharg 11,573 9,797
31,429 25,641

Note: The Group disposed of the interest in tha jeenture on 7th July, 2016.

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

2016 2015

HK$'000 HK$'000

0 - 30 days 5,609 6,650
31 - 60 days 1,679 1,280
61 - 90 days 323 92
91 - 120 days 1,023 86
More than 120 days 1,508 331
10,142 8,439

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, 20b€l trevenue of the Group amounted to
approximately HK$306 million, an increase of abal@.9%, as compared to approximately
HK$276 million from the previous year.

During the period of review, the Group recordedudbstantial loss approximately of HK$12.3
million as compared to the loss of approximately $6k4 million for the corresponding period in
2015. Loss per share was HK0.51 cent.

The significant losses for the year ended were Ipaittributed to its trading and related business
in the PRC and the share of losses from its joertture.

The Group is principally engaged in cold storage and related business in Hong Kong; trading and
related business in the PRC, provision of moneyileg services in Hong Kong and investment
holding.

BUSINESS REVIEW

Cold Storage and related business

Cold storage

This segment, which continues to drive the Groupisncipal income, turned in a steady
performance for 2016. Demand for its cold chain eteusing remained strong, despite a further
increase in storage rental. The Group’s warehohage also seen a rise in customer inventories to
facilitate the continual growth of its cold storaged related business. However the management
has come under pressure to provide additional geoispace, as its existing warehouse facilities
remain fully occupied on a long-term basis.

Logistics

The Group’s logistics business continued to mamtastable performance in 2016. The majority of
customers in this segment are originally loyal pas of its cold storage facilities. This logistic
service arm has been established to provide caldagé customers a value-added service and
represents only a small part of the Group’s turmove

Industrial ice bars (for construction use)

The performance of our industrial ice bars busingas stagnant during the year. The increasing
operation cost lowered the profit margin of theusttial ice bars business. However, this business
segment only contributes a small portion to theuprs overall business results.

Trading and related business in the PRC

In 2016, the Group disposed of its interest in mtjorenture which carried logistics services
business in the PRC. This has enabled it to chamtek resources and efforts into developing
other businesses with a more promising profit ppétn

In regard to its trading business, the Group carggmto supply primarily dairy products, fruit juice
products and traditional Korean snacks to superetarland convenient stores in the PRC. Along
with the greater diversity of products distributéidhas recorded a higher sales volume and profit
margin. However, the growth of income from this memt has been offset by the increasing
operational costs. As a result, the performancehisfsegment was far from satisfactory in 2016.

Money lending business

Despite its steady performance, the money lendinginess of the Group was affected by a fair
amount of bad debts in 2016. Fortunately, the assabmitted as collaterals from the borrower
have helped alleviate losses incurred by the Graopa certain extent. Yet, the segment’s
contributions to the Group’s overall revenues remdivery limited.
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PLEDGE OF ASSETS

As at 31st December, 2016, banking facilities, fooviding guarantees by a bank for the Group's
licence of operating cold storage service, to theemt of HK$3.5 million (2015: HK$3.5 million)
of the Group were secured by bank deposits amogntarHK$3.5 million (2015: HK$3.5 million).
The amount utilised at 31st December, 2016 was cqprately HK$3.5 million (2015:
approximately HK$3.5 million).

As at 31st December, 2016, bank deposits of apprately HK$86.5 million (2015: approximately
HK$86.5 million) were pledged to a bank, which pims bank guarantee in favour of two
landlords for a sum equivalent to 12 months’ reayable by the Group under tenancy agreements.

In addition, the Group's obligations under finaheases were secured by the lessors’ charge over
the leased assets with carrying value of approxematiK$3.8 million (2015: approximately
HK$5.5 million).

LIQUIDITY AND FINANCIAL RESOURCES

As at 31st December, 2016, the Group had cash an# balances of approximately HK$156.1
million (2015: approximately HK$125.2 million). Thiacrease was mainly due to decrease in loan
receivables.

The gearing ratio, measured as non-current borrgsviover equity attributable to owners of the
Company was approximately 39.6% as at 31st Decen20di6 (2015: approximately 38.4%). The
increase of the gearing ratio was insignificant.

Monetary assets and liabilities of the Group aie@pally denominated in Hong Kong dollars. The

directors consider the Group’s exposure to exchamge risks to be low. The Group may have
relatively high exposure to exchange rate risk whaore trading business to be operated in the
PRC. The directors will review the exchange ras&sifaced by the Group periodically.

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

In 2014, the Group announced for the placementoofds in an aggregated principal amount of up
to HK$500 million within the placing period commeéng from 13th November, 2014 and ending
on 12th November, 2015. The net proceeds from $isea of the bonds will be utilised as the
general working capital of the Group. For furthetalls, please refer to the announcements of the
Company dated 13th November, 2014, 26th January28nd April, 2015. As at 31st December,
2016, it is noted that the bonds in an aggregatecgral amount of HK$100 million have been
subscribed by the placees and issued by the Compelmgh is the same as those as at 31st
December, 2015.

SHARE CAPITAL STRUCTURE

As at 31st December, 2016, the total issued shapitai of the Company was HK$24,323,040
divided into 2,432,304,000 ordinary shares withaa yalue of HK$0.01 each, which is the same as
those as at 31st December, 2015.

EMPLOYMENT AND REMUNERATION POLICY

As at 31st December, 2016, the total number of tinlle employees of the Group in Hong Kong
and the PRC were approximately 240 and 70 respagti(2015: approximately 250 Hong Kong
employees; 60 PRC employees). Remuneration is reviewed annually and in additiorthe basic
salaries, the Group also provides staff benefitsluiding discretionary bonuses, Mandatory
Provident Fund, staff quarter, lunch box/lunch sdpsand professional tuition/training subsidy for
employees’ benefit.
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PROSPECTS

Looking ahead in 2017, it appears that the opegaéinvironment will be more complex and rife
with uncertainties. The International Monetary FuUilF) reported that global economic growth
will accelerate to 3.4% in 2017, and to 3.6% in @bmpared to 3.1% last year, led by the robust
expansion in the US and select emerging marketsveier, according to the IMF, the still-strong
US dollar, American and British protectionism, @mcy wars, and fiscal stimuli in various
economies will all contribute to increased volajyilin international trade and the world economy.

According to the Hong Kong SAR government, the lam@onomy is projected to grow by 2 to 3%
in 2017, representing a relative improvement fréwa 1.9% growth in 2016, barring any significant
external shocks which would derail the current kexy of global trade. In the PRC, the
government aims to expand its economy by aroun&o6rb 2017 as it continues to implement a
proactive fiscal policy and maintain a prudent mamg policy.

While there will be challenges on the horizon, Ghup remains optimistic of its overall business

prospects, particularly in the cold storage segmé&mtable income revenues from its cold chain
warehousing business are expected, given the fidupancy of its storage facilities. That said,

providing customers with the additional storage aotd-chain warehousing space they demand
will continue to be an issue that the Group is dateed to resolve. Over the months ahead, the
Group will continue to improve the operational eiféincy of trading segment and widen the variety
of products for distribution to improve its incorbase.

Cold storage and related business

Cold storage

The rental rate of the warehousing facility hasrbadjusted upwards once again in 2017, in line
with the local industrial property trends, and #sisting customers have accepted the higher
storage fees imposed. Part of the reason is dtfeettight supply of conventional and cold-storage
warehousing facilities in Hong Kong.

Market competition constitutes the biggest chalkef@cing the Group in the cold storage segment.
Construction of new cold-storage warehouses is mmale in Hong Kong, including a sizeable
facility that is being built in Tsing Yi, with itsompletion due in the middle of 2017. Nevertheless,
the Group remains positive that the demand for stddlage space remains robust and will continue
to grow unabated and this will absorb the supplyeiv facilities to enter the market.

Logistics

The Group is optimistic that its logistic servicasn will provide a steady stream of revenues since
the bulk of its business is derived from the cdiofgage segment, which will continue to thrive and
prosper in the current year and beyond. Furthermtre Group is seeking opportunities with
customers using its conventional warehousing sesyiby offering to help them distribute their
products on the mainland.

Industrial ice bars (construction use)

Although the operation cost is ever increasing, @eup is optimistic in this business line. There
are a significant number of large-scale infrastuoetprojects in Hong Kong which benefits to the
business of industrial ice bars. The infrastructprejects includes the Hong Kong Express Rail
Link, the Hong Kong-Zhuhai-Macau Bridge, the thadport runway and the massive local housing
projects including the projected supply of 94,000ts of first-hand residential properties in next 3
to 4 years and the estimated 94,500 units of puiasing production in the next 5 years stated in
the 2017 Policy Address.

-17-



Money lending business

This Group’s money lending business was establisbgatovide credit facilities for its Hong Kong
and PRC cold storage customers and other refebratldras not been doing well since. Presently,
this business segment is under serious review hadrtanagement is seeking new development
opportunities in order to uplift its performance.

Trading and related business in the PRC

Plans are afoot to expand the Group’s product pbotfto include new products from Australia, to

stimulate consumers’ appetite for purchase. Apaninfenhancing the appeal of the array of food
and snack products it carries, the Group will utale efforts to improve the operational efficiency
of this segment while keeping operational costseurfdm control, in order to improve its business
performance.

CORPORATE STRATEGY AND LONG-TERM BUSINESS MODEL

The Group has built and consolidated its cold gjerbusiness as a principal revenue driver over
more than 10 years. Efforts to tap into the potdmif this segment have led to the establishment of
its logistics arm, providing customers with a vahgded and more complete service solution.
Leveraging on both these segments, the Group hdilsefudiversified its reach into China with a
food import and trading business to capture aneasing share of this vast market.

Presently, while the cold storage and logisticsnsegts provide for a steadily growing business in
Hong Kong, the Group is actively building up itepence on mainland China with its food trading
and distribution business, through strategies caldd to augment its expansion. This could be
seen in how the Group has been strengthening gwiloiition network and expanding its food
categories. With the business experience gainé€hina and Hong Kong, we will capitalise on our
existing and newly developed expertise, businesgamts and resources to help streamline our
operations and augment their profitability.

While consolidating its existing business strengthsold storage and logistics, the Group will also
continue to pursue further diversification, geodmaplly and in terms of product/service
categories, as a key strategic imperative for atsgtterm, sustainable growth. Ultimately, these
different segments will be integrated together tovide customers with a one-stop range of
solutions, from warehouse storage and logisticdrading, distribution, delivery, transportation,
container hauling and devanning. Along the way, ame dedicated towards upgrading our
operational and business efficiencies in the gtmséxcellence.

Keeping abreast of the times, the Group is alsot @l corporate social responsibility role. The
Environmental, Social and Governance report hadbeeorporated in this report. On the whole,
the Group is committed to a prudent utilisation reources that will underline the long-term
sustainability of its business and its impact oa éimvironment.

As an operator of an increasingly diversified besis portfolio, the Group holds itself accountable
to its shareholders and is conscientiously dedecabemaximising the returns for them through a
strategy calibrated to making its core operationsfifable and sustainable and upgrading the
efficiencies and performances of its trading busgnalong with other secondary endeavours.

DIVIDEND

The Board does not recommend the payment of aahddor the year ended 31st December, 2016
(2015: Nil).

-18-



PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES

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

CORPORATE GOVERNANCE

Code on Corporate Governance Practices

The Company has adopted the principles and the pameasions set out in the Corporate Governance
Code and Corporate Governance Report in Appendighiel“CG Code”) of the Rules Governing the
Listing of Securities on the Stock Exchange (thestihg Rules”) and complied with all the code
provisions as set out in the CG Code, except thiaatiens as stated below.

According to the code provision A.2.1 of the CG €pthe roles of chairman and chief executive should
be separate and should not be performed by the sativedual. Also, the code provision A.2.7 of the
CG Code requirement, the chairman should at leastaly hold meetings with the non-executive
directors (including independent non-executiveaoes) without the executive directors present.

Upon the resignation of Mr. Fung Wa Ko as the Ghaim on 14th October, 2011, there have been no
Chairman in the Company. During the year ended Bésember, 2016, Mr. Au Tat Wai and Mr. Choy
Kai Sing acted as the Chief Executive Officer aride€Financial Officer of the Company respectively.
Mr. Au Tat Wai is responsible for all day-to-dayrgorate management matters and Mr. Choy Kai Sing is
responsible for corporate financial matters. Sitihe¥e is no Chairman in the Company during the year
ended 31st December, 2016, there was no meetinghetlveen the Chairman and the Non-executive
Directors (including Independent Non-executive Dioes) without the Executive Directors present.

The Board does not have the intention to fill tlsipon 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. TheaRl will keep reviewing the current structure lod t
Board and the need of appointment of a suitableidate to perform the role of Chairman. Appointment
will be made to fill the post to comply with codeopisions A.2.1 and A.2.7 of the CG Code if necegsa

According to the code provision E.1.2 of the CG €othe chairman of the Board should attend the
annual general meeting and arrange for the chairofethe Audit, Nomination and Remuneration
Committees to answer the questions at the generaling. Since there was no Chairman in the Company
during the year ended 31st December, 2016, the @oyngid not comply with code E.1.2.

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, risk management and inteowadtrol and financial reporting.
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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, 2016 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 kée$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 Accountarisd consequently no assurance has been expressec
by Messrs. Deloitte Touche Tohmatsu on the prelamimnnouncement.

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

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

The 2016 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.

BOARD OF DIRECTORS

As at the date of this announcement, the Board dsegexecutive 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
Au Tat Wai
Executive Director

Hong Kong, 30th March, 2017
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