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CHARACTERISTICS OF THE GEM (“GEM”) OF THE STOCK EXCHANGE OF HONG KONG
LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate small and mid-sized
companies to which a higher investment risk may be attached than other companies
listed on the Stock Exchange. Prospective investors should be aware of the potential
risks of investing in such companies and should make the decision to invest only after
due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies,
there is a risk that securities traded on GEM may be more susceptible to high market
volatility than securities traded on the Main Board and no assurance is given that
there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility for
the contents of this report, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this report.

This report, for which the directors of Merdeka Financial Services Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with
the Rules Governing the Listing of Securities on GEM of the Stock Exchange (the “GEM Listing
Rules”) for the purpose of giving information with regard to the Company. The directors of the
Company, having made all reasonable enquiries, confirm that, to the best of their knowledge and
belief the information contained in this report is accurate and complete in all material respects
and not misleading or deceptive, and there are no other matters the omission of which would
make any statement herein or this report misleading.
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Letter to the Shareholders
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Dear Shareholders,

On behalf of Merdeka Financial Services Group Limited, | am pleased
to present the 2018 annual report of the Company and its subsidiaries
(the "Group”) for the year ended 31 December 2018. During the year,
the Group is principally engaged in financial services business, trading
business and information technology business. Financial services
business and trading business continued to grow healthily. However,
the Group may experience bottleneck in the future development of
financial leasing business in the People Republic of China (the “PRC")
market.

BUSINESS AND OPERATION REVIEW

Since 2015, the Company has started its financial services business
from money lending to securities brokerage to asset management in
Hong Kong and financial leasing business in the PRC.

Trading business

Trading business continues to provide a stable source of revenue to the
Group during the year under review. The business is running steadily
but competitive with a thin profit margin, the Group is expanding
its trading business into more variety of consumer products. The
Group's trading outlet is located in Sheung Shui, where is nearer to its
customers visiting Hong Kong from the PRC. The variety of the Group'’s
trading products has been enlarged to confectioneries and pharmacy
products and sourced locally and from overseas, such as Japan and
other Asia countries. Furthermore, after registered as a food importer/
food distributor under the Food Safety Ordinance, the Group has been
ordering OEM products from Asia countries that include Japan and
Malaysia. Recently, such registration has been renewed.

Financial services business

The financial services business includes securities brokerage business,
money lending business, asset management business and financial
leasing business.

Merdeka Capital Limited (“Merdeka Capital”), besides in developing
its securities brokerage business, has been continuously exploring the
opportunities in developing a more profitable business in taking up the
role as a book-runner as well as a lead manager in respect of issuance
of debts listed worldwide. In addition, Merdeka Capital will explore
opportunities in developing retail brokerage and/or margin financing
business.

For the money lending business, the Group has been approached by
potential borrowers for provision of loans from time to time but the
management is cautious in making provision of loans to avoid possible
bad debts.
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Letter to the Shareholders
AR R R 4

Heng Asset Management Limited is continuing its asset management
business with discovering further development on fund management
including listed securities, bonds and private direct investments.

During the year under review, 18 gt B E (L) BR2AE (Heng He
Finance Lease (Shanghai) Company Limited*) (“Heng He") continuously
earns interest income derived from the existing finance lease contracts.
However, the financial leasing market in the PRC is highly fragmented
and competitive, Heng He faced various competitions from other financial
leasing companies of different sizes in the PRC. Those commercial banks
referring customers previously were not be willing to or were not be able
to refer new customers with larger business size due to their tightening
fiscal policy and stricter lending conditions.

As at 31 December 2018, Heng He had the following material finance
lease contracts in an aggregate amount of RMB205.0 million. Details
of the finance lease contracts are as follows:
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Amount Date Tenor per annum
rEEH HH FH F R =
(RMB'000)
(ARBFT)
Customer A (Note 1) 25,000 20 January 2017 3 years 6.18%
ZEFEA D 201741 A20H =%
Customer B (Note 2) 65,000 18 August 2016 3 years 6.18%
EFB (MF:E2) 2016487 18H =
Customer C (Note 3) 115,000 20 October 2016 3 years 5.10%
BFC (M3 20164 10A20H =
Notes: B3 -
1. A company incorporated in the PRC which is principally engaged in 1. —BERERFEMA I AT T ERERET
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2. A company incorporated in the PRC which engages in digital networking 2. —ERPEFMRI AT REHFTHERE
and information technology development. R R -
3. A company incorporated in the PRC which specialized in the provision 3. —ERPEEME L2 AR BFEAREHRT

of heat supply and industrial use steam.
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Information technology business

During the year under review, %[5 1EEE SR AR AR (Mian Yang
Heng Da Information Technology Limited*) (“Heng Da"), has been
developing mobile and cloud based application software, operating
related e-commence platform and also franchised a mobile game
licence from a provider to market and ran exclusively a mobile game
platform in Mian Yang city of Sichuan province, the PRC.

However, the information technology business remained challenging
due to the keen competition, high staff turnover and the rapid change
in project cycles of the customers during the year under review. Heng
Da continues to incur operating losses and the management expects
the operation will not become profitable in the coming years. As
such, the Group decided to dispose its entire 60% equity interests in
Heng Da to an independent third party for a cash consideration of
RMB10,000 in December 2018. Currently, the disposal is pending for
the approval from the Mian Yang government. Once the disposal is
approved, Heng Da will be no longer the subsidiary of the Group.

OUTLOOK
Trading business

Although the competition in the trading business is fierce, the Group
is expanding the variety of its selling products to maintain the
competitiveness and secure the Group's source of revenue.

Financial services business

The Group is currently holding licenses to carry out Type 1 (dealing
in securities), Type 4 (advising on securities) and Type 9 (asset
management) regulated activities under the Securities and Futures
Ordinance (Chapter 571 of the Laws of Hong Kong) (“SFO”). In the
coming years, the Group will put more resources in developing these
regulated activities.

Due to the keen competition in the securities brokerage operation, the
profit margin on regular brokerage and securities trading is very slim.
The Group will continue to grasp opportunities to act as book-runner
and lead managers on financing exercise in order to strengthen the
revenue base.
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It is expected that economic policies and Sino-US trade disputes will
continue to cause stock market fluctuation. However, certain Chinese
companies with reasonable valuations, excellent management and
good competitive landscape will still achieve outstanding performance
growth, which will improve stock price. On the other hand, the
stock price of some companies with higher valuations but without
performance as its support will be probably challenged by downside
risks. The Group will continue to seek growth in both scale and
performance in the coming years.

For the money lending business, the Group remains cautious in
concluding loans in order to mitigate the risk in money-laundering and
bad debts.

In light of the current severe global business environment and capital
requirement encountered in the financial leasing business, the Group
may experience bottleneck in its business development due to fierce
competition. The Group expects that the development will remain
sluggish in the coming future.

Given the steady increment of the listed companies in Hong Kong,
the Group anticipates the demand from Hong Kong listed issuers
requesting for professional services in relation to corporate governance
matters and compliance with the appropriate local rules governing the
listed companies in Hong Kong and other relevant legal and regulatory
requirements will persist. On 28 February 2019, the Group completed
an acquisition of entire interest in Veda Corporate Services Limited
and its subsidiaries which are engaged in the provision of company
secretarial services. The Group expects the acquisition will enhance
the source of revenue in future.

Furthermore, the Group will continue to seize other growth
opportunities to enhance competitiveness to strive for the best return
to the shareholders of the Company.

CONVERTIBLE BONDS

Further to the convertible bonds issued by the Company on 12 August
2008 (the “2008 CB") as part of the consideration for the acquisition
of forest concessions in Papua, Indonesia, the Company issued further
convertible bonds on 21 April 2015 (the “2015 CB”) in the principal
amount of HK$40.0 million as part of the consideration for the
acquisition of the entire issued share capital of Blossom Height.

As at 31 December 2018, the Company had outstanding 2008 CB and
2015 CB of aggregate principal amounts of approximately HK$124.1
million and HK$40.0 million respectively which could be converted
into 1,305,978,947 shares of the Company (the “Shares”) and
173,913,043 Shares accordingly.
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LITIGATION

On 22 January 2015, the Company announced that a writ of summons
was issued in the Court of First Instance of the High Court of Hong
Kong (the “High Court”) by Mr. Au Kai To Karel, as the plaintiff
claiming against (i) End User Technology Limited (“End User”),
an indirect wholly-owned subsidiary of the Company, as the 1st
defendant; (ii) the Company, as the 2nd defendant; and (iii) Lau
Chi Yan Pierre, the managing director and executive director of the
Company, as the 3rd defendant for, inter alia, (1) specific performance
of an agreement dated 2 May 2013 in relation to a discloseable
transaction of the Company (details of which were disclosed in the
announcement of the Company dated 2 May 2013); or (2) alternatively,
the damages in the sum of HK$8,000,000 in lieu of specific
performance; and (3) the interest; (4) further and/or other relief; and
(5) the costs. Formal trial was held on 4-7 September 2017.

On 29 September 2017, the Company received a judgement
dated 29 September 2017 handed down by the High Court (the
“Judgement”) ordering, among others, that the Company and End
User, to pay, jointly and severally, damages to Mr. Au Kai To Karel in
the sum of HK$4.4 million.

As announced by the Company in its announcement dated
14 November 2017, the Company has appealed against the Judgment
by way of Notice of Appeal filed on 25 October 2017 with the Court
of Appeal. The Company's appeal is numbered CACV 237 of 2017.
Additionally, after seeking further legal advice on the Judgement, the
Appeal, the Petition (as explained below) and other appropriate actions
to be taken thereon.

On 13 November 2017, the Company received a petition made by
Mr. Au Kai To Karel (the “Petition”) in the matter of the Companies
(Winding Up and Miscellaneous Provision) Ordinance, Chapter 32 (the
"Ordinance”) from the High Court that the Company may be wound
up by the High Court under the provisions of the Ordinance on the
ground that the Company is deemed to be unable to pay the sum of
HK$4.4 million as stipulated therein the Judgement mentioned above.
The Petition is numbered HCCW 343 of 2017.

The Company, on 1 December 2017, applied to the Court for a
validation order in respect of the Company’s disposition of property
pending determination of the Petition (the “Validation Order”).

.
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At the hearing on 24 January 2018, the Validation Order was granted
by the Court in the terms as follows: until further order of the Court,
(i) any payment or other disposition of property made on or after
13 November 2017 in the ordinary course of the business of the
Company shall not be void; (ii) the payments made into or out of
certain specified bank accounts of the Company in respect of expenses
incurred in the ordinary course of business shall be sanctioned; (iii)
the payment of reasonable legal expenses incurred by the Company
in various legal proceedings shall not be void; (iv) any transfer of the
Company'’s shares on or after 13 November 2017 shall not be void; and
(v) the Company shall provide to the Petitioner all quarterly Reports
commencing December 2017 and annual Reports starting from the
year ending 31 December 2017 within three days from the date of
issuance of the same to the public.

On 7 May 2018, upon the Company having paid into court the
judgement sum of HK$4.4 million pursuant to a court order dated
16 April 2018, the Petition was adjourned until the determination of
the Appeal.

On 4 January 2019, the Court of Appeal allowed the Company's
appeal despite dismissing End User's appeal. Reasons for judgment was
handed down on 18 January 2019. The Group will seek further legal
advice on the reasons for judgment and other appropriate actions will
be taken thereon if so advised. The Group will take every possible
step to protect the interests and assets of the Group as well as the
interest of the shareholders and investors of the Company.

The Group will keep its shareholders and the public informed of any
further significant developments by making further announcements as
and when appropriate.
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EVENT AFTER REPORTING PERIOD

Acquisition of 100% equity interest in Veda Corporate Services
Limited

On 18 February 2019, the Company through a direct wholly-owned
subsidiary entered into a sale and purchase agreement (the “Sale
and Purchase Agreement”), pursuant to which the Company has
conditionally agreed to acquire 100% of the issued share capital of
Veda Corporate Services Limited (“VCSL") (the "Acquisition”) at a
consideration of HK$8,000,000, which shall be settled by way of issue
of the relevant promissory notes by the Company upon completion.
VCSL and its subsidiaries (the “VCSL Group”) are principally engaged
in the provision of company secretarial services and is a holder of
the Trust or Company Service Provider licence registered with the
Companies Registry of Hong Kong.

As one or more of the applicable percentage ratios (as defined under
the GEM Listing Rules) in respect of the Acquisition exceeds 5% but
is less than 25%, the Acquisition constitutes a discloseable transaction
for the Company and is subject to the reporting and announcement
requirements under Chapter 19 of the GEM Listing Rules.

The vendor is directly wholly-owned by Mr. Wong Hin Shek, who
holds approximately 23.12% of the entire issued share capital of the
Company and is a substantial shareholder of the Company. Accordingly,
the vendor is a connected person of the Company under the GEM
Listing Rules and the Acquisition constitutes a connected transaction
for the Company for the purpose of the GEM Listing Rules.

As the relevant applicable percentage ratios for the Acquisition are
less than 25% and the total consideration in respect thereof is less
than HK$10,000,000 and the Acquisition is on normal commercial
terms, the Acquisition is subject to the reporting and announcement
requirements but is exempt from the circular, independent financial
advice and Shareholders’ approval requirements under Rule 20.74(2)
of the GEM Listing Rules.

On 28 February 2019, all conditions precedent for the completion
under the Sale and Purchase Agreement have been fulfilled and
completion took place in accordance with the terms and conditions
of the Sale and Purchase Agreement. Following completion, VCSL
became an indirectly wholly-owned subsidiary of the Company and
the financial results of the VCSL Group will be consolidated into the
financial statements of the Group.
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APPRECIATION

| would like to express my gratitude to our management team and all
staff for their hard work in the execution of the Group’s strategies and
operations during the past year. Last but not the least, | wish to thank
all shareholders, customers, suppliers, business partners, bankers,
government authorities for their continuous support and confidence
in the Group.

Cheung Wai Yin, Wilson
Chairman and Chief Executive Officer

Hong Kong
26 March 2019

*  for identification purpose only
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FINANCIAL AND BUSINESS REVIEW

For the year ended 31 December 2018, the Group recorded a revenue
of approximately HK$559.8 million (2017: approximately HK$430.2
million). Loss for the year attributable to owners of the Company was
approximately HK$92.1 million (2017: approximately HK$6.7 million).
Basic and diluted loss per share was approximately HK$0.042 (2017:
approximately HK$0.003). The net loss was mainly attributable from
i) the tightening fiscal policy and stricter lending conditions affected
the financial leasing market in the PRC leading to the decrease in both
turnover and gross margin and ii) the provision for impairment loss on
other receivables.

Trading business

The revenue for the year ended 31 December 2018 of the trading
business was approximately HK$485.5 million (2017: approximately
HK$325.2 million) and a segment loss of approximately HK$3.5
million (2017: approximately HK$0.3 million). Trading business is one
of the core businesses of the Group which contributed approximately
86.7% of the Group's revenue for the year ended 31 December 2018.
Having our trading outlet located in Sheung Shui, where is the most
convenient location for the PRC visitors shopping for confectioneries,
daily and pharmacy products, the source of revenue was comparatively
stable. However, as the entry barrier of this trading business is low
leading to fierce competition, the gross profit margin is comparatively
low.

Financial services business

The financial services business includes the provision of financial
leasing services, money lending services, securities brokerage services
and asset management business. The revenue for the year ended
31 December 2018 of the financial services business was approximately
HK$73.8 million (2017: approximately HK$104.2 million) and a
segment loss of approximately HK$88.1 million (2017: segment
profit of approximately HK$8.3 million). The segment loss was
mainly contributed from the impairment loss on other receivables of
approximately HK$64.4 million and impairment loss on goodwill of
approximately HK$5.8 million.

During the year under review, the financial leasing services business
in the PRC faced various competitions from other financial leasing
companies of different sizes in the PRC. Only few financial leasing
contracts with a narrow interest margin were concluded together
with some material financial leasing contracts matured during the
year under review that led to lesser interest income recognised. Those
commercial banks referring customers previously were unwilling to or
were not be able to refer new customers with larger business size due
to their tightening fiscal policy and stricter lending conditions.

The asset management business continuous in grasping developing
opportunities in fund management including listed securities, bonds
and private direct investments.
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Held-for-trade investments
As at 31 December 2018, the Group managed a listed equity
investment with fair value of approximately HK$0.4 million (2017:

approximately HK$0.5 million).

Gains/(losses) for the year ended 31 December 2018

Name of listed securities Stock code
tHESFEE B 5 1 5%
China LNG Group Limited 931
FEAAREEBR AT

Held-for-trade investments as at 31 December 2018

Name of Stock Brief description of
listed securities code the business

LtTESEE  RORKK XBEHL

China LNG Group 931 Development of liquified
Limited natural gas ("LNG")
FERXAREH business
BB AT BERBRIERAR

(TBIERARDEH

THEERE

MR2018F12A31IB - AEEERE —BE LT K #
wE - H A FEE 4400,00008 7T (20174« 4
500,000 7T) ©

B E2018F 128318 L EE W /(FiE)
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Gains for the year ended 31 December 2017 HZE2017FE12A3MBLEE 2 W H
Realised Unrealised Dividend
Name of listed securities Stock code gains gains received
FHRESAE & 17 5% BB K RER U 2R B
HK$'000 HK$'000 HK$'000
FAET FET FAET
China LNG Group Limited 931 — 13 —
FRERXAREBERAA

Held-for-trade securities investments as at 31 December 2017

R2017FE12A31MBZAHEERE

Approximate
Percentage to

Name of Stock Brief description of the Number of Proportion of Investment total assets value
listed securities code business shares held  shares held cost  Market value of the Group
(GRS
Pt 5 R £ Ffr 5 B £ EERE
rmESRERE  BROAK XBEEHL %A t i KRERK miE BOBA L
HK$'000 HK$'000
FTET FRL
China LNG Group 931 Development of LNG 417,500 0.07% 798 534 0.02%
Limited business
TREAAREE BRBRICRARES
BRATE

In view of the fluctuations in the global and local financial markets, the
Board is always cautious of the prospects of the trading performance
of the Group’s portfolio of listed securities investments.

In assessing the recoverable amount of the cash generating unit of
the financial services business as at 31 December 2018, value-in-use
calculation has been adopted that the estimated future cash flows
were discounted to their present value using a discount rate that
reflected current market assessment of time value of money and the
risk specific to the financial services business. The calculation used in
cash flow projections was based on latest financial budgets covering
a period of 5 years and at a discount rate of 15.0% which was
determined with reference to the market conditions, such as company
specific risk premium and cost of debt. The cash flow projections
beyond the 5-year period are extrapolated using a perpetual growth
rate of 3%. The management of financial services business reviewed
the assumptions taking into account of (i) the general economic
environment; (ii) industry dynamics; (iii) past performance; and (iv)
on-going business development of the financial services business in
preparing the cash flow projections.
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Information technology business

The revenue for the year ended 31 December 2018 of the information
technology business was approximately HK$0.5 million (2017:
approximately HK$0.8 million) and a segment loss of approximately
HK$3.5 million (2017: approximately HK$0.3 million) which was mainly
contributed by Heng Da.

Heng Da continues to incur operating losses and the management
anticipates the operation will not become profitable in the coming
years. As such, the Group decided to dispose its entire 60% equity
interests in Heng Da to an independent third party for a cash
consideration of RMB10,000 in December 2018. Currently, the disposal
is pending for the approval from the Mian Yang government. Once
the disposal is approved, Heng Da will be no longer the subsidiary of
the Group.

FINAL DIVIDEND

The Board resolved not to recommend the payment of any dividend
for the year ended 31 December 2018 (2017: Nil).

FINANCIAL RESOURCES, LIQUIDITY AND GEARING

As at 31 December 2018, the Group recorded cash and bank balances
(including trust accounts) amounting to approximately HK$18.8 million
(2017: approximately HK$42.2 million) and the net current assets value
was approximately HK$103.2 million (2017: approximately HK$52.4
million).

The Group's gearing ratio as at 31 December 2018 was approximately
1.13 (2017: approximately 0.98), being a ratio of total interest-bearing
debts, including bank borrowings, convertible bonds, promissory notes
and finance lease obligation of approximately HK$521.4 million (2017:
approximately HK$1,949.2 million) to the total equity attributable
to owners of the Company plus total interest-bearing debts of
approximately HK$463.1 million (2017: approximately HK$1,989.3
million).

FINANCIAL ASSISTANCES RECEIVED BY THE COMPANY

During the year ended 31 December 2018, Mr. Cheung Wai Yin Wilson
("Mr. Cheung”), the executive Director of the Company, advanced
fund of approximately HK$13.6 million to the Company at no interest
and no fixed repayment terms.

On 28 September 2018, Mr. Wong Hin Shek (“Mr. Wong"), the
substantial shareholder of the Company, entered into a loan agreement
with the Company in which Mr. Wong agreed to grant a loan facility
to the Company in the principal amount of up to HK$25,000,000
at an interest rate of 5.125% per annum with an availability period
from 28 September 2018 up to 30 September 2019. The loan will be
matured after twelve months from the drawdown date.
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As Mr. Cheung and Mr. Wong are the connected persons to the
Company, the loans constitute financial assistance received by the
Company from connected person. The loans were conducted on
normal commercial terms or better to the Company and not secured
by any asset of the Group, the loans were fully exempted from
all disclosure, annual review, circular and shareholders’ approval
requirements under Chapter 20 of the GEM Listing Rules.

PLEDGE OF ASSETS

As at 31 December 2018, the Group pledged bank deposits of
approximately HK$4.0 million (2017: approximately HK$4.0 million) to
secure banking facilities of the Group.

CAPITAL STRUCTURE

The Company had no changes in capital structure during the year
ended 31 December 2018.

INVESTMENT POSITION AND PLANNING

Disposal of 100% equity interest in Mega Wealth Investments
Limited, Merdeka Finance Limited and Prestige Gold Limited

On 28 September 2018, the Group entered into sale and purchase
agreements to dispose 100% equity interest of each of Mega Wealth
Investments Limited, Merdeka Finance Limited and Prestige Gold
Limited to a company held by a director at a total consideration of
approximately HK$2.9 million. The disposal satisfied the requirements
of a de minimis transaction pursuant to Rule 20.74 that exempted
the Group from the reporting, announcement and independent
shareholders’ approval requirements as ascribed therein Chapter 20 of
the GEM Listing Rules. The disposal was completed on 28 September
2018.

Disposal of 60% equity interest in Heng Da

On 28 December 2018, the Group entered into a share transfer
agreement with an independent third party in which the Group agreed
to dispose and the independent third party agreed to acquire 60%
equity interest of Heng Da at a consideration of RMB10,000. The
disposal was classified as a non-disclosable transaction under Chapter
19 of the GEM Listing Rules. The disposal is pending for the approval
from the Mian Yang government.

CONTINGENT LIABILITIES

As at 31 December 2018, save for the litigation, the Group had no
other significant contingent liabilities (2017: Nil).
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CAPITAL COMMITMENTS

As at 31 December 2018, the Group had no significant capital
commitments (2017: Nil).

FOREIGN CURRENCY RISK

The Group's reporting currency is Hong Kong dollar. During the year
ended 31 December 2018, most of the Group’s transactions were
denominated in Hong Kong dollars (“"HK$"”) and Renminbi (“RMB").
The Group had exposure to the risk of exchange rate fluctuations
for RMB on account of its cost of financial leasing and information
technology operations in the PRC. The Group did not formally
employ any hedging instruments or derivative products considering
the relevant costs and benefits. However, the Group will continue to
monitor closely the exchange rate risk.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, the Group employed 35 staff (2017: 35).
The Group’s remuneration policy is based on principle of equality,
motivating, performance-oriented and market-competitiveness.
Remuneration packages are normally reviewed on an annual basis.
Apart from salary payments, other staff benefits included provident
fund contributions, medical insurance coverage and performance
related bonuses. A share option scheme is also established to reward
and motivate the employees of the Group.

CONNECTED TRANSACTIONS

Save as disclosed, the Company did not have any other connected
transactions which were subject to the reporting requirements under
Chapter 20 of the GEM Listing Rules for the year ended 31 December
2018.
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Biographical Details of Directors
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EXECUTIVE DIRECTORS

Mr. Cheung Wai Yin, Wilson (“Mr. Cheung”), aged 47, jointed in
August 2012, is currently an executive Director, the Chairman, the
CEO, the compliance officer, a member of the Nomination Committee,
and the Remuneration Committee, an authorised representative under
Rule 5.24 of the GEM Listing Rules and an agent for service of
process in Hong Kong of the Company. He is also a director of certain
relevant subsidiaries of the Company. Mr. Cheung has over 20 years
of experience in the field of audit, business development, corporate
finance and financial management. Mr. Cheung is a member of the
Hong Kong Institute of Certified Public Accountants and Hong Kong
Securities and Investment Institute. He holds a Master of Science
degree in Financial Engineering from City University of Hong Kong
and Bachelor degrees in Arts and Administrative Studies from York
University, Canada.

Mr. Lau Chi Yan, Pierre (“"Mr. Lau”), aged 43, jointed in August
2012, is currently an executive Director, the managing Director, a
member of Nomination Committee and the Remuneration Committee.
He is also a director of certain relevant subsidiaries of the Company.
Mr. Lau has over 15 years of experience in the field of information
system, operational system and general management. Mr. Lau holds
an Executive Master Degree of Business Administration in General
Management from University of Hull, the United Kingdom and a
Bachelor of Science degree in Computer Science from University of
Calgary, Canada. Besides, Mr. Lau is a member of Guangdong Huizhou
Committee of the Chinese People’s Political Consultative Conference
(PEARBADEESREREEMMZE) and a member of The
12th All-China Youth Federation Committee (5 + =B E 2B FF
BMELRER)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Yeung Mo Sheung, Ann (“Ms. Yeung"”), aged 54, has served
as an independent non-executive Director since October 2012 and is a
member of the Nomination Committee, the Remuneration Committee
and the Audit Committee. She holds a Bachelor degree of Retall
Marketing with honours in the United Kingdom and a Diploma in
Marketing from The Chartered Institute of Marketing. She pursued
her further study on legal course and has been awarded a Diploma
in Legal Practice in the United Kingdom in 1998 and is presently a
consultant of Messrs. Fung & Fung, Solicitors, a legal firm in Hong
Kong. Ms. Yeung is an independent non-executive director of Success
Universe Group Limited (stock code: 487), a company listed on the
Main Board of the Stock Exchange and E Lighting Group Holdings
Limited (stock code: 8222), a company listed on the GEM of the Stock
Exchange. Ms. Yeung ceased to act as an independent non-executive
director of Trillion Grand Corporate Company Limited (now known as
hmvod Limited) (stock code: 8103) in November 2017.
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Mr. Ng Kay Kwok (“Mr. Ng”), aged 56, has served as an
independent non-executive Director since July 2013 and is a member
of the Nomination Committee, the Remuneration Committee and the
Audit Committee. He holds a Bachelor’s degree in Economics from the
Australian National University and a Graduate Diploma in Accounting
from Macquarie University. He is a member of CPA Australia and has
extensive experience in accounting and financial management. Mr. Ng
is an independent non-executive director of China Fortune Financial
Group Limited (stock code: 290) and The Hong Kong Building and
Loan Agency Limited (stock code: 145), both listed on the Main Board
of the Stock Exchange.

Mr. Au-yeung Sei Kwok (“Mr. Au-yeung”), aged 59, has served as
an independent non-executive Director since February 2017 and is a
member of the Nomination Committee, the Remuneration Committee
and the Audit Committee. He has over 30 years of experience in
business development and management. Mr. Au-yeung holds a Master
degree of Business Administration in Business Management from
University of Hull and a Bachelor of Science degree in Mechanical
Engineering from University of Newcastle upon Tyne, the United
Kingdom. Mr. Au-Yeung is also enthusiastic in social affairs and
currently serves as the Vice Chairman of Senate of Democratic Alliance
for Betterment of Hong Kong.
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Corporate Governance Report
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CORPORATE GOVERNANCE PRACTICES

The Company has always recognised the importance of the
transparency and accountability to Shareholders. It is the belief of the
Board that the Shareholders can maximise their benefits from good
corporate governance. The Company is committed to maintaining and
ensuring high standards of corporate governance and to complying
with applicable statutory and regulatory requirements with a view to
assuring the conduct of management as well as protecting the interests
of the Shareholders.

The Company’s corporate governance practices are based on the
principles and code provisions as set out in the Corporate Governance
Code (the “CG Code”) in Appendix 15 of the GEM Listing Rules.
Throughout the year ended 31 December 2018, to the best knowledge
of the Board, the Company has complied with the code provisions set
out in the CG Code except for the following deviations from the code
provisions of the CG Code:

Code Provision A.2.1

The Code Provision A.2.1 provides that the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual.

There is no separation of the roles of chairman and chief executive
officer as set out in the Code Provision A.2.1.

Mr. Cheung Wai Yin, Wilson currently assumes the roles of both the
Chairman and CEO. Traditionally, the CEO also assumes the role of the
Chairman because it is believed that the structure of the Board ensures
the balance of power and authority therefore no need to segregate
the roles of the Chairman and CEO. Mr. Cheung Wai Yin, Wilson,
has substantial experience that is essential to fulfilling the role of the
Chairman, at the same time, he has the appropriate management skills
and business acumen that are the prerequisites for assuming the role
of the CEO in the day-to-day management of the Group.

The Board is currently composed of five Directors including three
IEDs with a balance of skills and experience appropriate for the
requirements of the Group. Furthermore, the roles of the management
of the Company’s major operating subsidiaries are performed by the
managing Director and other individuals. The balance of power and
authority is therefore ensured by the current structure of the Board.
Whilst it does not believe that such role separation will improve the
corporate performance, the Board, as well as the Company, intends
to comply with this code provision by seeking and appointing suitable
candidate with appropriate background, acknowledge, experience and
calibre to assume the role as the Chairman.
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Code Provision A.4.2

The Code Provision A.4.2 provides that all directors appointed to fill
a casual vacancy should be subject to election by shareholders at the
first general meeting after their appointment. Every director, including
those appointed for a specific term, should be subject to retirement
by rotation at least once every three years.

In accordance with the Articles, any Director appointed to fill a casual
vacancy shall hold office only until the next following AGM and shall
then be eligible for re-election.

The Board considers that the Company is in compliance with paragraph
4(2) of Appendix 3 under the GEM Listing Rules and such a deviation
is not material as casual vacancy is expected seldom happens
and duration between appointment to fill casual vacancy and the
immediate following AGM s less than one year and is considered to
be short.

Pursuant to the Articles, the Chairman and the managing Director
shall not be subject to retirement by rotation or also not be taken
into account in determining the number of directors to retire in each
year. The Board considers that the continuity of the Chairman and
the managing Director and their leaderships will be essential for the
stability of the key management of the Board. On the other hand, the
Board will ensure that the directors of the Company other than the
Chairman and the managing director will rotate at least once every
three years in order to comply with the Code Provision A.4.2.

Code Provision A.6.7

The Code Provision A.6.7 stipulates that independent non-executive
directors and other non-executive directors should attend general
meetings, to gain and develop a balanced understanding of the views
of shareholders. The three INEDs could not attend the AGM held on
20 June 2018 (the “2018 AGM") due to other important business
engagements.

The Board will continue to review its corporate governance practices
in order to enhance its corporate governance standards, comply with
the increasingly complicated regulatory requirements, and meet with
the rising expectations of the Shareholders and respective investors.
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MODEL CODE FOR SECURITIES TRANSACTIONS BY THE
DIRECTORS

The Company has not adopted a code of conduct nor established
written guidelines regarding the securities transactions by the Directors
and relevant employees of the Company but has applied the principles
of the required standard of dealings set out in Rules 5.48 to 5.67 of
the GEM Listing Rules. All Directors have confirmed, following the
specific enquiry by the Company, that they have complied with the
required standard of dealings set out in Rules 5.48 to 5.67 of the GEM
Listing Rules throughout the year.

THE BOARD

The Board is charged with the responsibility for the promotion of the
success of the Company by directing and supervising its affairs in a
responsible and effective manner. Each Director has a duty to act in
good faith and should take decision objectively in the best interests
of the Company.

Matters reserved for the Board’s decision include those relating to:
— the strategic direction of the Group;

—  the objectives of the Group;

— monitoring the performance of the management of the Group;
—  ensuring prudent and effective control measures are in place;

— material bank facilities arrangements;

—  material acquisitions and disposals of assets and significant
investments;

— material transactions with connected persons;
—  material corporate finance transactions including placing or sale
of shares or convertible bonds, corporate restructuring, take-

over, including approval of the announcements and the circulars;

—  reviewing and approving quarterly results, half-yearly results and
annual financial statements, declaration of dividends;

—  appointment, re-appointment of auditors and determination of
their remuneration; and

—  reviewing and determination of the terms and remuneration of
the Directors.
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The management of the Group was delegated the authority and
responsibility by the Board for managing the businesses of the Group,
with division heads responsible for different aspects of the business.
The Board meets at least four times each year and meets as and when
required. Appropriate and sufficient information including notices
were provided to the Board members in a timely manner. During the
year ended 31 December 2018, the Board held six meetings. The
attendance of a director appointed part way during this financial year
is stated by reference to the number of meetings held during his/her
tenure. The attendance of the Directors at the Board’s meetings (either
in person or by phone) is set out as follows:

BEEZEORTAEEEEEBEONREL  UER
REB XK ERFEHMEERETRERE Y
¥ - EEEEFHLBTOREHE  LALEM
ZRNBERAHEZ ZEFeXNECENERMHE
ENEHAZER(BIERE) - REE2018F12A31
BIEFE BFECCETANEE RAMBSF
EREZTEEHHEBRIBREETERNATS
THEHEAEMIE - EFTGEEFREBEDH
FEEggHBROT:

Number of attendance

Name of the Directors EENS HERE
Cheung Wai Yin, Wilson REZ 6/6
Lau Chi Yan, Pierre = 6/6
Yeung Mo Sheung, Ann 5RIE 6/6
Ng Kay Kwok RHEER 6/6
Au-yeung Sei Kwok B 5 + B 6/6

The company secretary of the Company (the “Company Secretary”)
is responsible for taking minutes of all Board meetings and Committee
meetings. Draft minutes are circulated to Board members unless a
conflict of interest arises and the final version of minutes are open for
inspection by the Directors upon reasonable notice.

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

Appropriate insurance cover has been arranged in respect of the legal
action against the Directors and the management of the Group. The
Board considers that the Group has sufficient and appropriate liability
insurance to cover the Directors and the management of the Group
against any legal liability arising from their performance of duties.

During the year ended 31 December 2018, each Director has ensured
that he can give sufficient time and attention to the Company’s affairs
and all Directors have confirmed their participation in continuous
professional development to develop and refresh their knowledge and
skills.
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Name of Directors

EEn

Training received

PR 2 553

Cheung Wai Yin, Wilson
REE

Lau Chi Yan, Pierre
£

Yeung Mo Sheung, Ann
ES G

Ng Kay Kwok

RHEE

Au-yeung Sei Kwok

B F5 L B

Attending seminars and forums/reading materials/in house briefing on regulatory
and corporate governance matters

SMBERREHEEHN BEXABWLIEREERERCEEARAZER

Attending seminars and forums/reading materials/in house briefing on regulatory
and corporate governance matters

SMBERREHEEHN BIABMIEREEREREEERZER

Attending seminars and forums/reading materials/in house briefing on regulatory
and corporate governance matters
SMBEBELRRE HEER  BIRNTHLEAEERTRCEETRAZFE

Attending seminars and forums/reading materials/in house briefing on regulatory
and corporate governance matters

SMBERREHEEHN BEXABWLIEREERERCEEARAZER

Attending seminars and forums/reading materials/in house briefing on regulatory
and corporate governance matters

SMBERREHEEHN BEXABMLEREEREREEERZER

COMPOSITION OF THE BOARD

As at the date of this Annual Report, the Board comprises five
Directors, including two executive Directors, namely Mr. Cheung
Wai Yin, Wilson (also acting as the Chairman and CEO) and Mr. Lau
Chi Yan, Pierre (also acting as the Managing Director) and three
INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and
Mr. Au-yeung Sei Kwok. The Board has maintained a balance of
skills, experience and diversity of perspectives appropriate to the
requirements, promotion and development of the businesses of the
Group. Its composition represents a mixture of management, technical,
marketing, procurement, legal, accounting and finance which is
relevant in managing the businesses in which the Group is engaged.

The Company has received annual confirmation of independence from
the three INEDs of the Company in accordance with Rule 5.09 of the
GEM Listing Rules. The Board has assessed their independence and
concluded that all INEDs of the Company are independent within the
definition of the GEM Listing Rules.

The Board members have no financial, business, family or other
material/relevant relationships with each other. Such balanced
composition of the Board is formed to ensure strong independence
exists across the Board and has met the GEM Listing Rules for the
Board to have at least one-third in number of its members comprising
the INEDs. The biographies of the Directors are set out in the section
headed “Biographical Details of Directors” in this Annual Report,
which demonstrate a diversity of skills, expertise, experience and
qualifications.
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THE CHAIRMAN AND THE CEO

Presently, Mr. Cheung Wai Yin, Wilson assumes the roles of both the
Chairman and the CEO. The reasons for the deviation from the Code
Provision A2.1 under the CG Code are set out in the section headed
“Corporate Governance Practices” above.

APPOINTMENT, RE-ELECTION AND RETIREMENT OF THE
DIRECTORS

In accordance with articles 86(2) and 86(3) of the Articles, the
Company may by ordinary resolution elect any person to be a Director
either to fill a casual vacancy on the Board, or as an addition to the
existing Board. The Directors shall have the power from time to time
and at any time to appoint any person as a Director either to fill a
casual vacancy on the Board or as an addition to the existing Board.
Any Director so appointed by the Board shall hold office only until the
next following AGM and shall then be eligible for re-election.

In accordance with article 87(1) of the Articles, notwithstanding
any other provisions in the Articles, at each AGM one-third of the
Directors for the time being (or, if their number is not a multiple of
three, the number nearest to but not greater than one-third) shall
retire from office by rotation provided that notwithstanding anything
herein, the chairman of the Board and/or the managing director of the
Company shall not, whilst holding such office, be subject to retirement
by rotation or be taken into account in determining the number of
Directors to retire in each year.

In accordance with article 87(2) of the Articles, a retiring Director shall
be eligible for re-election. The Directors to retire by rotation shall
include (so far as necessary to ascertain the number of Directors to
retire by rotation) any Director who wishes to retire and not to offer
himself for re-election. Any further Directors so to retire shall be those
of the other Directors subject to retirement by rotation who have been
longest in office since their last re-election or appointment and so that
as between persons who became or were last re-elected Directors on
the same day those to retire shall (unless they otherwise agree among
themselves) be determined by lot. Any Director appointed pursuant
to Article 86(2) or Article 86(3) shall not be taken into account in
determining which particular Directors or the number of Directors who
are to retire by rotation.
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the INEDs has filed a written confirmation to the Company
confirming his independence pursuant to Rule 5.09 of the GEM Listing
Rules and has undertaken to inform the Stock Exchange and the
Company as soon as practicable if there is any subsequent change
in circumstances which may affect his independence. As at the date
of this Annual Report, the Board still considers the INEDs to be
independent. All INEDs are appointed for a term of one year and
are subject to retirement by rotation and re-election at the AGM in
accordance with the Articles.

THE COMPANY SECRETARY

The Company has appointed and employed, on a full time basis, Mr.
Lai Yau Hong, Thomson (“Mr. Lai”) as the Company Secretary. He
is an associate member of the Institute of Chartered Secretaries and
Administrators (the “ICSA”) and The Hong Kong Institute of Chartered
Secretaries (the "HKICS”) and is an individual who, by virtue of his
professional qualifications and relevant experience, is, in the opinion of
the Board, capable of discharging the functions of Company Secretary.
During the year ended 31 December 2018, Mr. Lai the has taken over
15 hours of relevant professional training.

On 15 March 2019, Mr. Lai has resigned as the Company Secretary.
Mr. Lai has confirmed that he has no disagreement with the Board and
that there are no matters that need to be brought to the attention
of the Stock Exchange and the Shareholders in connection with his
resignation.

Following the resignation of Mr. Lai, Ms. Hau Hei Man, Sonya
("Ms. Hau”) has been appointed the Company Secretary with effect
from 15 March 2019. Ms. Hau is an associate member of both the
ICSA and the HKICS. She meets the qualification requirements of
a company secretary under Rules 5.14 and 5.15 of the GEM Listing
Rules.

A physical board meeting was held to discuss and approve the change
of the Company Secretary.

The Company Secretary is responsible not just for taking minutes of
the Board meetings but also for supporting the board by ensuring
good information flow within the Board and that board policy and
procedures are followed and for advising the Board through the
Chairman and the CEO on governance matters and also for facilitating
induction and professional development of Directors.

The Company Secretary reports to the Chairman and the CEO while all
Directors have access to the advice and services of him/her to ensure
that Board procedures, and all applicable law, rules and regulations,
are followed.
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BOARD COMMITTEES

The Board has established three committees, namely the Nomination
Committee, the Remuneration Committee and the Audit Committee,
with clearly defined written terms of reference. The main roles and
responsibilities of these three committees, including all authorities
delegated to them by the Board, as set out in the terms of reference,
are published on the Company’s website at www.merdeka.com.hk.
The different committees’ independent views and recommendations
not only ensure proper control of the Group but also the continual
achievement of the high corporate governance standards expected of a
listed company. The chairman of each committee reports the outcome
of the committee’s meetings to the Board for further discussion and
approval.

There was satisfactory attendance for meetings of the Board
committees during the year. The minutes of the committee meetings
are circulated to all members of the relevant committee unless a
conflict of interest arises. The committees are required to report back
to the Board on key findings, recommendations and decisions.

Nomination Committee

Pursuant to the requirements of the GEM Listing Rules, the Company
has established the Nomination Committee in 2012 with specific
written terms of reference in line with the code provisions under the
CG Code.

In order to maintain its competitive advantage and achieve a
sustainable and balanced development, the Company recognises the
benefits of having a diverse Board. The Board has adopted a diversity
policy (the “Policy”) which sets out the approach by the Company to
achieve diversity on the Board. According to the Policy, selection of
candidates will be based on a range of diversity perspectives, including
but not limited to gender, age, cultural and educational background
and professional experience.

The responsibilities and authorities of the Nomination Committee
include such responsibilities and authorities set out in the relevant
code provisions of the CG Code and the terms of reference, its duties
include: (i) to review the structure, size and composition (including
the skills, knowledge and experience) of the Board at least annually
and make recommendations on any proposed changes to the Board
to complement the Company’s corporate strategy; (ii) to identify
individuals suitably qualified to become Board members and select or
make recommendations to the Board on the selection of individuals
nominated for directorships; (iii) to assess the independence of INEDs;
and (iv) to make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for directors,
in particular the Chairman and the CEO.
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The Nomination Committee will at all times, have a minimum of three
members, a majority of which shall be INEDs and presently consists of
five members comprising three INEDs, namely Ms. Yeung Mo Sheung,
Ann, Mr. Ng Kay Kwok and Mr. Au-yeung Sei Kwok and two executive
Directors, namely Mr. Cheung Wai Yin, Wilson and Mr. Lau Chi Yan,
Pierre. The chairman of the Nomination Committee is elected by the
members who are present at the meeting.

The Nomination Committee will meet as and when required to
discharge its responsibilities, but not less than once a year. During the
year ended 31 December 2018, the Nomination Committee held one
meeting. The attendance of a member appointed as a director part
way during this financial year is stated by reference to the number of
meetings held during his/her tenure. The attendance of the members
of the Nomination Committee at the Nomination Committee’s
meetings (either in person or by phone) is set out as follows:

REZEGNMERE  BEAARERI=2KE -
ETPRBOARBUFBNITEST - AEEELA
KE  ETREE=2BIUFATEETHRERLLT
REEXRERBRBLTELELE UEMEHITES
REBELELERIBCEE - REZBGEFAL
EEE L KEHEE -

REZEENEFRERTHEARRT SR &
NOREFE—IX - REE2018F12A31HIEFE -
RABZEGERIT—XEm  RAVBRFE+TE
ZHEAREE2REMNERBATBREETHAAN
BITHGHRNEMINE - REZESHE (B H K
BREFRHERAZECEZBERNOT:

Number of attendance

Name of the members of the Nomination Committee REZEEHEHS HE R
Cheung Wai Yin, Wilson REE 11
Lau Chi Yan, Pierre 28 11
Yeung Mo Sheung, Ann HRE 11
Ng Kay Kwok REE 11
Au-yeung Sei Kwok B 5 4 B 11

For the year ended 31 December 2018, the members of the
Nomination Committee have reviewed the structure, size and
composition (including the skills, knowledge and experience) of the
Board and make recommendations on proposed changes to the Board
to complement the Company’s corporate strategy. The Nomination
Committee also identified and selected individuals suitably qualified
to become Directors and make recommendations to the Board on the
respective appointment of individuals nominated for directorships.

The Nomination Committee has assessed the independence of INEDs
for the year ended 31 December 2018.

During the year ended 31 December 2018, the Nomination Committee
was provided with sufficient resources to perform its duties and
responsibilities and at the Company’s expense to seek independent
professional advice, where and when necessary.
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Remuneration Committee

Pursuant to the requirements of the GEM Listing Rules, the Company
has established the Remuneration Committee in 2005 with specific
written terms of reference in line with the code provisions under the
CG Code. The Remuneration Committee is mainly responsible for (i)
making recommendations to the Board on the policy and structure
for the remuneration of the directors and the senior management
of the Group; (ii) reviewing the remuneration package including the
performance-based bonus and incentive rewards for the executive
Directors and the senior management of the Group; and (iii) reviewing
and making recommendations to the Board the compensation, if
any, payable to the executive directors and senior management in
connection with any loss or termination of their office or appointment.

The Remuneration Committee consists of five members comprising
three INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok
and Mr. Au-yeung Sei Kwok and two executive Directors, namely Mr.
Cheung Wai Yin, Wilson and Mr. Lau Chi Yan, Pierre. The chairman
of the Remuneration Committee is elected by the members who are
present at the meeting.

During the vyear ended 31 December 2018, the Remuneration
Committee held one meeting. The attendance of a member appointed
as a director part way during this financial year is stated by reference
to the number of meetings held during his/her tenure. The attendance
of the members of the Remuneration Committee at the Remuneration
Committee’s meetings (either in person or by phone) is set out as
follows:
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Number of attendance

Name of the members of the Remuneration Committee FMEEENERS HERE
Cheung Wai Yin, Wilson KEE 1/
Lau Chi Yan, Pierre 28 11
Yeung Mo Sheung, Ann HRE 1/
Ng Kay Kwok RHEE 11
Au-yeung Sei Kwok B 5 1 B 11

During the meeting, the current framework, policies and structure for
the remuneration of the Directors and the senior management of the
Group was reviewed by the members of the Remuneration Committee
who reported to the Board of their reviews with recommendations.
The Remuneration Committee also reviewed the specific remuneration
packages including the terms of employment, incentive rewards and
performance-based bonus of the executive Directors and the senior
management of the Group and the fees payable to the INEDs.
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The primary objective of the Group’s remuneration policy is to retain
and motivate the executive Directors and the senior management of
the Group by linking their rewards to the corporate and individual
performance, job complexity and responsibilities, so that the interests
of the executive Directors are aligned with those of the Shareholders.
No Director can, however, approve his/her own remuneration.

In order to attract, retain and motivate the executives and the
employees serving for the Group, the Company has adopted the
share option scheme in 2012. The share option scheme enable the
eligible participants to obtain an ownership interest in the Company
by payment of the exercise price with reference to the market price of
the Shares at the time of grant and thus to reward to the participants
who contribute to the success of the Group’s operations.

Details of the amount of the Directors’ emoluments are set out in note
9 to the financial statements in this Annual Report and details of the
share option scheme adopted by the Company on 3 May 2012 are set
out in the section headed “Report of the Directors” in this Annual
Report.

Audit Committee

The Company has established the Audit Committee in 2001 with
specific written terms of reference formulated in accordance with the
requirements of the GEM Listing Rules. The primary duties of the
Audit Committee are to ensure the objectivity and credibility of the
Company'’s financial reporting and internal control procedures as well
as to maintain an appropriate relationship with the external auditor of
the Company.

The Audit Committee consisted of three members comprising three
INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and Mr.
Au-yeung Sei Kwok, one of whom is a qualified accountant and has
extensive experience in accounting and financial matters. The chairman
of the Audit Committee is elected by the members who are present at
the meeting. All members of the Audit Committee hold the relevant
industry or legal, accounting and financial experience necessary to give
advice on the Board's strategies and other related matters. All members
of the Audit Committee have complete and unrestricted access to the
external auditor and all employees of the Company.
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The Audit Committee has reviewed the annual results of the Group
for the year ended 31 December 2018 with senior management and
external auditor of the Company, and confirmed that the preparation
of such complied with applicable accounting standards and practices
adopted by the Company and the requirements under the GEM Listing
Rules and other applicable statutory and regulatory requirements, and
adequate disclosure had been made.

During the year ended 31 December 2018, the Audit Committee held
four meetings. The attendance of a member appointed as a Director
part way during this financial year is stated by reference to the
number of meetings held during his/her tenure. The attendance of the
members of the Audit Committee at the Audit Committee’s meetings
(either in person or by phone) is set out as follows:

ERRZESCBRAANRSREEELINEZXE
MEMAEBEHEZ2018FN2A3MBIEFEZ2F
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Number of attendance

Name of the members of the Audit Committee BERZEEREER HE R
Yeung Mo Sheung, Ann 15518 4/4
Ng Kay Kwok RHEE 4/4
Au-yeung Sei Kwok B i+ B 4/4

For the year ended 31 December 2018, the members of the Audit
Committee have met with the Group’s external auditor to discuss the
annual audit plan. The meeting of the Audit Committee was attended
by the members of the Audit Committee and the external auditor of
the Company. The external auditor also made presentations to the
Audit Committee on the findings on key issues addressed in the annual
audit.

For the year ended 31 December 2018, the Audit Committee reviewed
the accounting principles and practices adopted by the Company and
discussed with the management of the Group the financial reporting
matters. The Audit Committee also reviewed the internal control and
risk management system of the Group with the internal auditor. The
Audit Committee also reviewed the quarterly results for the period
ended 31 March 2018 and 30 September 2018, the half-yearly results
for the period ended 30 June 2018 and the annual results for year
ended 31 December 2018 of the Company, and confirmed that the
preparation of such complied with the applicable accounting standards
and practices adopted by the Company, the requirements of the under
the GEM Listing Rules and other applicable statutory and regulatory
requirements and adequate disclosures has been made, before
announcement of these results.

The Audit Committee recommended to the Board to review the re-
appointment of Messrs. Elite Partners CPA Limited as the Company's
external auditor subject to the Shareholders’ approval at the
forthcoming AGM.
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ANNUAL GENERAL MEETING

The AGM of the Company held on 20 June 2018. The attendance of
the Directors at the 2018 AGM is set out as follows:

RRBEFAE

ARRNAIR2018F6 A20HRITRERFAE - E5
HE2018FRBEFRASNBERLT ¢

Number of attendance

Name of the Directors EEgE R &
Cheung Wai Yin, Wilson ik 1E B 11
Lau Chi Yan, Pierre 218 11
Yeung Mo Sheung, Ann 15508 0/1
Ng Kay Kwok RHEE 0/1
Au-yeung Sei Kwok B E5 4 B 0/1

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the corporate governance
duties as set out in the code provision D.3.1 of the CG Code which
include (i) developing and reviewing the Company’s policies and
practices on corporate governance and make recommendations to
the Board; (i) reviewing and monitoring the training and continuous
professional development of Directors and senior management; (iii)
reviewing and monitoring the Company’s policies and practices on
compliance with legal and regulatory requirements; (iv) developing,
reviewing and monitoring the code of conduct and compliance manual
(if any) applicable to employees and Directors; and (v) reviewing
the Company’s compliance with the CG Code and disclosure in the
Corporate Governance Report.

AUDITORS" REMUNERATION

During the year ended 31 December 2018, the remuneration paid/
payable to the external auditors of the Group, Elite Partners CPA
Limited, is set out as follows:
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Fees paid/payable

Services rendered FTiE R BN/ ENER
HK$'000

T T

Audit services EZR®E 880
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DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL
STATEMENTS

The Directors acknowledge their responsibilities for the preparation
of the financial statements of the Company and ensure that they are
prepared in accordance with the statutory requirements and applicable
accounting standards. The Directors also ensure the timely publication
of such financial statements. The Directors aim to present a balanced
and understandable assessment of the Group’s position and prospects.

The statement of the external auditors of the Company, Messrs. Elite
Partners CPA Limited, with regard to their reporting responsibilities on
the Company’s financial statements is set out in the section headed
“Independent Auditors’ Report” in this Annual Report.

The Directors confirm that, to the best of their knowledge, information
and belief, having made all reasonable enquiries, they are not aware
of any material uncertainties relating to the events or conditions that
may cast significant doubt upon the Company’s ability to continue as
a going concern. The Board therefore continues to adopt the going
concern approach in preparing the accounts.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is entrusted with the overall responsibility for establishing
and maintaining the Group’s internal control system and reviewing
their effectiveness. The Group’s risk management and internal control
system has been designed for safeguarding assets, maintaining proper
accounting records and ensuring reliability of the financial information.
Through the Company’s internal audit team, the Board has conducted a
review of the effectiveness of the risk management and internal control
system of the Group which covers all material controls, including
operational, financial and compliance controls and risk management
functions.

The internal audit team of the Company reviews the major operational,
financial and compliance controls and risk management functions of
the Group on a continuing basis and aims to cover all major operations
of the Group on a rotational basis. The internal audit team of the
Company presents their internal audit plan annually to the CEO for
approval and they also discuss and agree their audit plan with the
Audit Committee at the Audit Committee’s meeting.
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PROCEDURES FOR SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

Pursuant to Article 58 of the Articles, any 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 carrying the right of voting at
general meetings of the Company shall at all times have the right, by
written requisition to the Board or the secretary of the Company, to
require an extraordinary general meeting to be called by the Board
for the transaction of any business specified in such requisition; and
such meeting shall be held within two (2) months after the deposit
of such requisition. If within twenty-one (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.

SENDING ENQUIRIES TO THE BOARD

Shareholders may send written enquiries to the Company, for the
attention of company secretary at the Company’s head office and
principal place of business in Hong Kong.

PROCEDURES FOR SHAREHOLDERS TO PROPOSE A
PERSON FOR ELECTION AS A DIRECTOR

Article 86(2) of the Articles sets out that the Company may by ordinary
resolution elect any person to be a Director either to fill a casual
vacancy on the Board, or as an addition to the existing Board, subject
to the Articles and the Companies Law of the Cayman Islands.

Pursuant to Article 88 of the Articles, no person other than a Director
retiring at the meeting shall, unless recommended by the Directors for
election, be eligible for election as a Director at any general meeting
unless a written notice signed by a Shareholder (other than the person
to be proposed) duly qualified to attend and vote at the meeting for
which such notice is given of his intention to propose such person for
election and also a written notice signed by the person to be proposed
of his willingness to be elected shall have been lodged at the head
office or at the Registration Office provided that the minimum length
of the period, during which such written notice(s) are given, shall be at
least seven (7) days and that the period for lodgement of such written
notice(s) shall commence no earlier than the day after the dispatch of
the notice of the general meeting appointed for such election and end
no later than seven (7) days prior to the date of such general meeting.

RREOHBRRENABZRER

RIBADRSESIE - AR —BHALNIEZ ERA
HHARTRARARRASGLREERZARA
BEBBERATIDRNtDZ—2BR BERAEEBR
AEFEAARAWEEHETMER  BXRESF
SARBRREHI ARG UERBEHERTEHADN
TRFHE BABAESERNESXBERERMQ)E
ARNET - WEZ2R -+ —QNERN EEEXRE
ARABARE  AIEZZRKATMETURREST R
BRARE MEEZERAREEEREEMKRE
MAREANMEREHARRENEZEXR
A e

DESSELEN

BRRABEANSHAZREARBDARERELEE
TEEEWY EBERARMERKMEA-

RREBEATISEESCER

MAFES6Q KT - RBARAMAURH S S
DADE - AR A A EBRAERBEAALR
FEFUABEF QB ERAEREFE
%

RIFMANFESSG  BRIFREEHB2RE  TAK
BrREEEIN  BEEMALTEERREMR
RAEGL2EEE BIFBEAGERLEFERE
TRELERARNBR(EFFRB2EADEEEME
BE EAXRPARZARBERALZENER I
MLEERBEATRERTRESENEEBS
REENFRIBLAFELEMBELAREDRS
ZHRARLERENR  ZHE I EERNFESR
TERERIBERAREGZEHBERAMNG  tb
TREREBRRARGBITAMALOBER -



Corporate Governance Report
EREBHRS

COMMUNICATION WITH SHAREHOLDERS AND
INVESTOR RELATIONS

The Company is committed to maintaining a high level of transparency
and employs a policy of open and timely disclosure of relevant
information to its shareholders and investors and discloses information
in compliance with the GEM Listing Rules, and publishes periodic
reports and announcements to the public in accordance with the
relevant laws and regulations.

The Board strives to encourage and maintain constant dialogue with
its shareholders through various means. The Directors host the annual
general meeting each year to meet the shareholders and answer their
enquiries. The Company also updates its shareholders on its latest
business developments and financial performance through its annual,
interim and quarterly reports.

The corporate website of the Company has provided an effective
communication platform to the shareholders and the investors as well
as the general publics.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents during
the year ended 31 December 2018 and up to the date of this Annual
Report.
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INTRODUCTION

We are pleased to present this Environmental, Social and Governance
("ESG") Report in accordance with the Environmental, Social and
Governance Reporting Guide (“ESG Guide”), as set out in Appendix
20 of the GEM Listing Rules. The information stated in this report
covers the period from 1 January 2018 to 31 December 2018 (the
“reporting period”) which aligns with the financial year as the 2018
annual report of the Group.

THE ESG GOVERNANCE STRUCTURE

Subsequent to the current year ended, the Group has actively prepared
for the establishment of ESG working taskforce (the “Taskforce”)
composed of staff from relevant departments to assist in ESG data
collection and compilation of the ESG report. The Taskforce would
periodically report to the Board, assist in assessing, identifying, and
managing the Group’s ESG risk. It also reviews the Group’s ESG
performance, including environmental, labour practices and other ESG
aspects.

SCOPE OF REPORT

The Group is principally engaged in financial services business, trading
business and information technology business. Financial services
business, includes financial leasing business, securities brokerage
business, money lending business and asset management business.
The report content is focused mainly on the trading business located
in Sheung Shui, and the Group’s Hong Kong headquarter office,
which are the areas that represent the majority of the Group’s social,
environmental and economic impacts.

SUBJECT AREA A: ENVIRONMENTAL SUBJECT AREA

The Board strives to comply with all relevant disclosures in accordance
with the ESG Guide as set out in Appendix 20 of the GEM Listing
Rules. Certain KPIs in this ESG Report lack comparative figures as the
Group could not obtain them in the prior year. The Board will continue
to extend its full support to the preparation of the ESG Report.

Since the Group does not engage in activities that are generally
regarded as having a high environmental impact, the overall emissions
and waste generation from the Company is lower than those
manufacturing and other heavy industries, thus we believe that the
environmental impact of the Group in term of emissions and waste
generation is relatively small.

Nonetheless, the Company has always attached great importance
to the protection of the environment and has adopted a number of
measures which are regularly carried out to manage emissions and
waste in the course of our business operations.
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Aspect A1: Emissions
Air and Green House Gases (“GHG"”) emissions

Emissions generated by the Group were mainly indirect GHG emissions
generated from the use of purchased electricity. A small amount of
air emissions was generated from the use of company motor vehicles
and the air travels by employees for business purposes. These direct air
emissions were mainly nitrogen oxides, sulphur oxides and particular
matter exhausted from the engines when petrol is combusted.

The amounts of the different types of air emissions emitted by the
Company during the year were as follows:

BEAL: BB
EBERREERE(BERE)HH

AEBEMEENERNIBZELARAMBENEL
MEZRERBHRY ERAREMIESR D
REEENRERBETEELERRERY
ZEERERBRMIERUAMER B3I EH
HOBAy - waly Rt -

RATREN RO T REE RN B E
mE

Total approx.

Air emissions Air emission source volume emitted

BERERY % SR B BR RO BREERE

(kilograms)

(F3)

Nitrogen Oxides (NOx) Use of company vehicle 0.90
AP (NOx) FRAARIER

Sulphur Oxides (SOx) Use of company vehicle 0.07
i &1k #1(SOx) FAARIER

Particulate Matter (PM) Use of company vehicle 0.07
TR (PM) £ A2 Rl E 4

The approximate volume of different types of GHG emissions in CO,
equivalent emissions (“CO,e") during the year were as follows:

FA-—AELHMEEFN(I-ELREEHFKRD T
TRERAEREBHIMDBOBENT:

Total approx. Percentage of
Greenhouse gas emissions Emission source(s) volume emitted total volume
BERBERY B B ROR BABEERE HBEERE
(tonnes of CO,e) (%)
(Mg — &b fix
EEHH BHk
Scope 1 Use of company vehicle
&1 1 F A R iR
Direct emissions 10.6 16.1
HEHFRY
Scope 2 Purchased electricity
& [Z]2 FriE & 5
Energy indirect emissions 48.7 73.8
SR B 1= HE
Scope 3 Air travels by employees for business purposes
# [E3 B B H R 2 B a3k AL R AT
Other indirect emissions 6.7 10.1
Hin M Z M w
Total 66.0 100.0
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Wastes

Wastes generated by the Group were non-hazardous in nature. Major
wastes generated by the Company included bubble wraps, carton
boxes and paper from office printing. However, due to various waste
reduction measures implemented in the Company as described in the
later paragraphs, the amount of wastes generated during the year were
negligible, and hence no meaningful data from waste can be collected
for analysis.

Aspect A2: Use of Resources

The major source of energy used by the Group was electricity. It is used
in all areas of the Group’s business operation, for instance, general
lighting and powering of laptops, monitors, printers, Point-of-Sales
systems and other equipment in the office and retail store in Sheung
Shui.

The major resource used by the Group was paper, which was mainly
for printing at the head office. Other than paper, water, though its use
in operation is minimal, was mainly used in the pantries and toilets.
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Consumed
Energy and Resources Units during the year
HEREER B FRHEHEE
Electricity kWh 76,992
BN FRE
Water* Tonnes 2.1
K o
Paper (A4 sized 80 gsm) Reams 140
#LoR (A4R/N80FR) &
* Water consumption of the head office is minimal and was included in * BWMER CRAKEEMBEHNATEER - Hilt

the management fee and therefore the figures were not available for
the GHG emission calculation. Only data for the retail shop in Sheung
Shui was included for this aspect.

The Company has always attached great importance to the protection
of the environment. Energy and resources conservation is the key to
the success of our ESG strategy. The following are measures which
are regularly carried out to achieve our ESG strategy in the course of
our business operations:

Energy saving

o Lights and air-conditioning in office premise are turned off when
not in use.

o Air-conditioning is set at optimal temperature.

o Electronic appliances, such as computers, photocopy machines,

printers, are turned off when employees are off duty or on
leave.
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Use of paper

. Other than formal documents that require the use of papers,
each department is advised to handle documents electronically
and employees are also encouraged to communicate
electronically.

o When the use of paper is required, duplex printing and reusing
single-side printed papers are recommended.

3 All of the Group’s financial reports are printed on FSC certified
papers.

Reduction of waste

. We do not use additional packaging materials on finished
products other than those supplied to us by suppliers and we
encourage customers to bring their own bags to purchase our
products at our retail stores.

o Waste produced in the course of business operations such as
bubble wraps, carton boxes are reused wherever possible.

Aspect A3: Environment and Natural Resources

Other than water as described in the previous section, the Group's
operation does not consume significant resources from, nor causes
any significant impact on the environment. Sewage generated from
operations is properly disposed of through a designated pipeline
networks connected to the drainage services department for sewage
processing. Hence the impact on the natural environment as a direct
result of the Group’s operation is minimal.

Nonetheless, as outlined in “Aspect A2: Use of Resources”, the Group
is committed to environmental protection and has adopted and
effectively implemented a number of measures to make efficient use of
resources, reduce wastage and dispose of waste in an environmental-
friendly manner.

The Group is also committed to complying with all applicable
environmental laws and regulations. During the year the Company has
not received any related complaint nor has it breached any relevant
environmental laws and regulations.
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SUBJECT AREA B: SOCIAL ASPECTS
EMPLOYMENT AND LABOUR PRACTICES
Aspect B1: Employment

The Company highly values its employees, as the workforce is not only
the most valuable asset of the Group but is also the solid foundation
of sustainable development. In order to fully develop staff competence
and potential, the Group has an employee handbook in place for the
employees to understand the policy of the Group.

Employee recruitment and remuneration decisions are made on the
basis of merits and working experience, including qualifications,
industrial expertise, general aptitude and competence for the job the
candidates applying for. As a Company which is committed to equal

TEHEB:-HESED
BEKBIER
B1EM: EfE

AEESEERAEER RAEPNTERLAEE
REENEE TAUKBAZRMNEL - /2@
MBEEBTRARESE AEEFEBEIFM - A
BETTHAEEHERER -

BHREHRTIFEER(BREEANER 17
XER HATRAEEABEMBEFRLIMET
BERFHMIELRE - FRBIRFERENR

KEMULERS S

)RR REER R

opportunity, these recruitment decisions are never based on gender, {EILIBIEERTE - BRIEFEFEFRBH N - HBAAL
family position or ethnic background. There is no limit imposed on % | z] & & R #| °
age other than the legal minimum age limits.
Our workforce EFHWET
As at 31 December 2018, the Group had a total of 35 (2017: 35) 2018412 A31H » AN & B X F 354 (20174 :
employees. The workforce categorised by gender, age groups, 35&){EE - &R - FEAR - EEER - 2
employment type, and geographical region are depicted below: RIFEOHETHAMAT
Gender Age Group
£ 51 Fiete
=Male 5 w=Female & <2130 =31-40 =41-50 51-> 60
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Employment type
{EE%ER!

3%
/

s Full time 28 = Part time 3R

Retaining talents

Employees are the most valuable assets of the Group. To retain
and motivate employees, the Group recognises their contribution
by offering competitive remuneration package. The management
regularly reviews the Group’s remuneration policy in relation to relevant
market standards. Apart from salary payments, other staff benefits
included provident fund contributions, medical insurance coverage and
performance related discretionary bonuses. A share option scheme is
also established to reward and motivate the employees of the Group.
During the year, only one employee left the Group.

Aspect B2: Health and Safety

The Group is committed to providing employees with a safe and
healthy working environment. The office and retail store layouts
are designed based on relevant safety provisions. The exit aisles are
equipped with lighting panels “Exit” to guide the way out of the
workplace when an emergency (especially fire) occurs. Smoking is
strictly prohibited in the entire office premises.

During the year ended 31 December 2018, there was no (2017: 0)
reported case of work-related injury.

Geographical region
MR E

= Hong Kong &% = PRC HEH

BEAL
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Aspect B3: Development and Training

The Group is subject to various ordinances, rules and guidelines such
as, but not limited to, the Securities and Futures Commission Ordinance
(Chapter 571 of the Laws of Hong Kong), the Personal Data (Privacy)
Ordinance, the GEM Listing Rules and the Hong Kong Securities
and Futures Commission’s Guideline on Anti-Money Laundering
and Counter-Terrorist Financing (“AML Guideline”). Every licensed
individual must fulfill prescribed hours of continuous professional
training for each type of regulated activity in each calendar year. Also,
pursuant to the GEM Listing Rules, the company secretary and all
Directors are required to participate in continuous professional training
to develop and refresh their knowledge and skills.

Knowledge and skills of employees are vital to the continuous business
growth and success of the Group. As such, the Group is committed to
providing support to its employees in continuous professional training
and encourages them to attend professional training programs. Subject
to management’s approval, the Group will subsidise the studying fee of
the staff members with a maximum annual cap, however, the Group
may consider granting more subsidise if it sees fit.

Aspect B4: Labour Standards

The Company attaches great importance to and strictly abides by all
applicable labour laws and regulations on both employment in Hong
Kong and the People’s Republic of China.

At all time, the Group strives to create a workplace that is free
from discrimination and provide equal employment and promotion
opportunities by recruiting or promoting people mainly based on
job requirements and employees’ performance. No one is subject to
discrimination due to nationality, age, gender, religion, marital status,
disability, and/or other forms of difference. The Group has published
an employment hand book that includes the terms and conditions of
employment, the staff benefits and the office rules and policies.

The Group strictly prohibits the use of child and forced labour. Through
the well-established recruitment policies, the Group ensures that its
employees are all above the minimum legal working age and no forced
labour is hired. The Group has complied with all applicable laws and
regulations in relation to employment matters during the year ended
31 December 2018.
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Aspect B5: Supply Chain Management

Our supply chains mainly cover two general categories: (i) office supply
chains; and (ii) trading segment supply chains. At the office level,
supply chains cover procurement for headquarter office and are mainly
focused on routine office items such as stationery, toner and paper.
At the trading segment, most items are procured for running a retail
store and that cover a wide variety items including milk powder, dairy
products, beauty and cosmetic products, and pharmaceutical OTC
products.

The Group recognises the supply chains play in an important role in the
overall sustainability performance. Guidelines were adopted to guide
the assessment of suppliers. Suppliers are assessed for their capability
to fulfil our business needs based on a price and non-price factors such
as labor practices, environment and quality. And at all time, the Group
required suppliers to comply with all applicable laws and regulations
and align with environmental protection management at a minimum.
Supplier assessment guidelines will be reviewed and updated from time
to time to ensure suppliers’ best meet our business needs.

The Group will also continuously seek potential new suppliers in an
attempt to find more reliable and price competitive products for
operation. To further enhance the sustainability of the supply chains,
the Group tried to source goods locally whenever possible. During the
year ended 31 December 2018, over 75% of our suppliers are located
in Hong Kong.

Aspect B6: Product Responsibility
Quality Assurance

We control the quality of our products from suppliers’ selection as
mentioned in the previous section. To be responsible to our customers,
the Group has registered as a food importer/food distributor under
the Food Safety Ordinance.

Apart from product quality, the quality of our employees is also
a crucial element of our Company’s continuous success which
differentiates ourselves from other competitors in the industry. Through
our comprehensive recruitment process, we ensure our employees are
sufficiently qualified and experienced. In addition, the Group has in
place a risk management structure and implemented compliance and
operational manuals to ensure its full compliance with all applicable
laws, rules and regulations. This is controlled and monitored by a
team of experienced management, including responsible officers and
compliance officers.
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Complaint Handling

We treat all complaints seriously and view them as means to
consistently improve the quality of our services and the products we
offer.

We have an email address as well as front-line staff at the retail store
to handle complaints from customers, and from other stakeholders.
We take immediate action upon receipt of any complaint, resolving or
following up the complaint until resolution, offering replacement or
refund where appropriate.

Protection of Customer Information

The Group emphasises the importance of confidentiality of personal
data and privacy of its clients. Apart from complying with the
provisions of the Personal Data (Privacy) Ordinance when collecting,
processing and using clients’ personal data, the Group has
implemented various measures to prevent unauthorised access of
clients’ data, such as installation of firewall and storing clients’ data
in a secured place.

Aspect B7: Anti-corruption

The Group is committed to promoting a culture of integrity, fairness,
honesty and openness when doing business and zero tolerance of
bribery and corruption. All employees of the Group are regulated by
the Prevention of Bribery Ordinance in Hong Kong and required to
adhere to high standards of business and ethical conducts as lay out
in the Group’s employment handbook.

In addition, all employees of the Group are required to adhere to
the requirements set out in the Anti-Money Laundering and Counter-
Terrorist Financing (Financial Institutions) Ordinance and the AML
Guideline and any update in relation thereto. The Group has adopted
policies and procedures in its operations and procedures manual to
identify and detect money laundering activities, covering policies in
relation to, among others, customer due diligence, records retention,
handling of cash and reporting of suspicious transactions to the
management of the Group.

The Group has complied with all applicable laws and regulations in
relation to anti-corruption matters during the year ended 31 December
2018.

Aspect B8: Community Investment

Apart from concentrating on our business development, with the
commitment to being a socially responsible corporation, we continued
to fulfill our corporate responsibility by promoting and encouraging our
employees to participate in public welfare activities during the year.
The Group will continue to explore more opportunities in contributing
to community services.
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Report of the Directors

SEEHRES

The directors of the Company presents their report and the audited
financial statements of the Company and its subsidiaries for the year
ended 31 December 2018.

PRINCIPAL ACTIVITIES
The principal activity of the Company is investment holding.

The subsidiaries are engaged in the financial services business,
trading business and information technology business. There were no
significant changes in the nature of the Group’s principal activities
during the year.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2018 set
out in the consolidated financial statements on pages 66 to 161.

The Directors did not recommend the payment of a final dividend for
the year ended 31 December 2018 (2017: Nil).

BUSINESS REVIEW

The business review of the Company for the year ended 31 December
2018 is set out in the “LETTER TO THE SHAREHOLDERS” and
“"MANAGEMENT DISCUSSION AND ANALYSIS” on pages 4 to 11 and
pages 12 to 17 respectively.

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets, liabilities and non-controlling
interests of the Group for the last five financial years, as extracted from
the published audited financial statements and restated/reclassified as
appropriate, is set out on page 162. This summary does not form part
of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 14 to the consolidated
financial statements.

SHARE CAPITAL, SHARE OPTIONS AND CONVERTIBLE
BONDS

Details of movements in the Company’s share capital, share options
and convertible bonds during the year, together with the reasons
therefor, are set out in notes 25, 34 and 28 to the consolidated
financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company's
articles of association or the Companies Law of the Cayman Islands
which would oblige the Company to offer new shares on a pro rata
basis to existing shareholders.
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PURCHASE, SALE OR REDEMPTION OF THE LISTED
SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed shares during the year ended
31 December 2018.

RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 40 to the consolidated financial
statements and in the consolidated statement of changes in equity,
respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company's reserves available for
distribution, calculated in accordance with the Companies Law of
the Cayman Islands, was nil (2017: amounted to approximately
HK$37,288,000). This included the Company’s share premium account
amounting to approximately HK$957,059,000 (2017: HK$957,059,000)
which is distributable to the shareholders of the Company, provided
that immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off its
debts as and when they fall due in the ordinary course of business.

MAJOR CUSTOMERS AND SUPPLIERS

The information in respect of the Group’'s sales and purchases
attributable to the major customers and suppliers, respectively, during
the financial year is as follows:
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Percentage of the Group’s
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2018 2017
20184 20174F
Largest supplier SR ER 80.73% 69.18%
Five largest suppliers AR EEERE 96.11% 94.77%
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None of the directors of the Company or any of their associates or any
shareholders of the Company (which, to the best knowledge of the
directors, own more than 5% of the Company’s issued share capital)
had any beneficial interest in the Group’s five largest customers or
suppliers.

DIRECTORS

The Directors during the year ended 31 December 2018 and up to the
date of this Annual Report are as follows:

Executive Directors:

Mr. Cheung Wai Yin, Wilson
Mr. Lau Chi Yan, Pierre

Independent non-executive Directors:

Ms. Yeung Mo Sheung, Ann
Mr. Ng Kay Kwok
Mr. Au-yeung Sei Kwok

In accordance with article 87 of the Articles, Mr. Au-yeung Sei Kwok
to retire at the forthcoming AGM of the Company and being eligible,
he offer himself for re-election at the forthcoming AGM. All INEDs
are appointed for a term of one year. According to the Articles, all
Directors (except the Chairman and the managing Director) are subject
to retirement by rotation and re-election at the AGM.

The Company has received from each of the INEDs an annual
confirmation of his independence pursuant to Rule 5.09 of the GEM
Listing Rules and, as at the date of this Annual Report, still considers
them to be independent.

DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors are set out on pages 18 to 19 of
this Annual Report.
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DIRECTORS’ SERVICE CONTRACTS

All INEDs are appointed for a term of one year and are subject to
retirement by rotation and re-election at the AGM in accordance with
the Articles.

The two executive Directors, namely Mr. Cheung Wai Yin, Wilson,
and Mr. Lau Chi Yan, Pierre have each entered into a two-year service
contract with the Company commencing from 24 August 2012 and
would continue thereafter until terminated by either party.

No Director had a service contract with the Company, which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries or fellow subsidiaries was a party
during the year ended 31 December 2018.

Further to the convertible bonds issued by the Company on 12 August
2008 (the “2008 CBs") as part of the consideration for the acquisition
of forest concessions in Papua, Indonesia, upon the completion of
the acquisition of the entire issued share capital of Blossom Height,
the Company issued further convertible bonds on 21 April 2015 (the
“2015 CBs”) in the principal amount of HK$40 million to the vendor,
Yihua Enterprises Limited as part of the relevant consideration.

As at 31 December 2018, the Company had outstanding 2008 CBs
and 2015 CBs of aggregate principal amounts of HK$124,068,000
and HK$40 million respectively which could be converted into
1,305,978,947 Shares and 173,913,043 Shares accordingly.

SHARE OPTION SCHEME

The share option scheme of the Company (the “Share Option
Scheme”) was adopted by the shareholders of the Company in the
annual general meeting of the Company held on 3 May 2012 and was
effective from that date. Unless otherwise cancelled or amended, the
Share Option Scheme will remain in force for a period of 10 years
from the date of its adoption.

As at 31 December 2018, there were 233,390,855 share options
outstanding under the Share Option Scheme. Based on these
outstanding share options, the total number of shares available for
issue is 233,390,855, which represents approximately 11.44% of the
total issued share capital of the Company as at 31 December 2018.
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Details of the movements of the share options under the Share Option  # Z2018F 128318 It FE * B A B R ET 2 1A

Scheme for the year ended 31 December 2018 were as follows: T EBEERBEEDFBEOT
Number of share options
BLAEREGR
Outstanding Cancelled/  Outstanding Price of the Original
as at Granted Exercised Lapsed as at Date of grant Exercise shares before exercise price
1January  during the  during the  during the 31 December of the share period of the  the date of of the share
2018 period period period 2018 options share options grant options
20185 R2018% BrERE
1818 RER A8 BRERE EBiERE R BHA ZRE
Name #AR MAME  REREE  REAGE  HH/XN HATE ZRWEE 2RH ZBE TfkE
(Note 2) (Note 1)
GEY) (HsEn)
per share per share
5% L
Executive Directors HES
Cheung Wai Yin, Wilson REE 100,000,000 - - — 100,000,000 19/8/2015 19/8/2015 - 0.147 0.147
18/8/2025
Lau Chi Yan, Pierre 8L 20,000,000 - - — 20,000,000 19/8/2015 19/8/2015 - 0.147 0.147
18/8/2025
Independent BUFHTES
non-executive Directors
Yeung Mo Sheung, Ann BEE 16,483 - - — 16,483 17/1/2013 1712013 - 0.010 2.130
16/1/2023
1,000,000 - - — 1,000,000 19/8/2015 19/8/2015 - 0.147 0.147
18/8/2025
Ng Kay Kwok REE 1,000,000 - - — 1,000,000 19/8/2015 19/8/2015 - 0.147 0.147
18/8/2025
Employees and other eligible &R £
participants RERSHE
Employees E& 28,241 - - - 28,241 30/5/2012 30/5/2012 - 0.017 3.600
29/5/2022
40,000,000 - - — 40,000,000 19/8/2015 19/8/2015 - 0.147 0.147
18/8/2025
Other eligible participants e ER28E 332,003 - - - 332,003 30/52012  30/5/2012 - 0.017 3.600
29/5/2022
14128 - - — 14128 17/1/2013 17172013 - 0.010 2.130
16/1/2023
71,000,000 - - — 71,000,000 19/8/2015 19/8/2015 - 0.147 0.147
18/8/2025
233,390,855 - - — 233,390,855
Notes: B 5

1. Pursuant to the terms and conditions of the Share Option Scheme, 1. BIRE B IR ST BBV IR R R 1 - BT

the number and the exercise price of the share options is subject to ZEBARTHEEAMRERET  HEK AQA
adjustment in the case of capitalisation issue, rights issue, subdivision & 19 9 ¥ sk & OF 3l AR AR 7S Lt SR 00 %8 1f 4
or consolidation of the shares of the Company, or other similar changes .

in the Company’s share capital.

2. The price of the shares of the Company before the date of the grant of 2. RARBRHREBEBRERLBBANZER B

the share options is the closing price of the shares of the Company as EREELABRERLAHNZRZBARFKRG
quoted on the Stock Exchange on the trading day immediately before F B 32 BT BT SR 2 M T AE o

the date on which the share options were granted.
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DIRECTORS’ INTERESTS IN SHARES AND UNDERLYING
SHARES

As at 31 December 2018, the Directors and chief executive of the
Company and/or any of their respective associates had the following
interests and short positions in the shares, underlying shares and
debentures of the Company and/or any of its associated corporations
(within the meaning of Part XV of the SFO as recorded in the register
required to be kept by the Company under section 352 of the SFO or
as otherwise notified to the Company and the Stock Exchange pursuant
to Part XV of the SFO or the GEM Listing Rules:

Interests and short positions in the shares and the underlying
shares of the share options and the convertible bonds of the

Company as at 31 December 2018

(i) Long positions in the shares of the Company:

ESNRMNKIBEIRMDYIES

HR2018F12A31H  ARARIEER&ERITHAE
R/ AR ESAZTMNBEARARRR HHE
B ZE(EERELFRPEKRFEXVE Z
Em - ABERORERESY  BEDLHERAEAR
RAIREELSLBEEIFEIERTHFE ZER
fit - KR EFHFRABEKROIEXVEKGEM LR
AEMEe AR BN ERZRABMT

R2018F12ANARAAT RGO URE K BRE
ERAURBRESAYREABROZEZR LA

() RERIGAKRGZIHE:

Number of the shares interested and nature of interest Approximate

BRERZROVBERERUE percentage of

Founder of the total issued

a discretionary share capital

Personal trust Total of the Company

HAAEE

—E2EREE BITRABEZ

Name of Directors BEEps 8 A Z 8l A e BHAED (%)

Cheung Wai Yin, Wilson REE 557,814 98,437,500 98,995,314 4.85%
(note)
(B &)

Lau Chi Yan, Pierre k=g 3,984,375 — 3,984,375 0.20%
Note: M 5E

As at the Latest Practicable Date, 98,437,500 Shares were owned by
Ivana Investment Limited (“Ivana”), a company incorporated in the
British Virgin Islands owned as to 100% by CW Limited, which in turn
is wholly-owned by Asiatrust Limited, a trust company in its capacity
as the trustee of a discretionary trust, the founder (as defined in the
SFO) of which is Mr. Cheung Wai Yin, Wilson (“Mr. Cheung”) and
the discretionary objects which are family members of Mr. Cheung
(including Mr. Cheung himself). Accordingly, Mr. Cheung is deemed
to be interested in the relevant Shares of the purpose of the SFO. Mr.
Cheung is also personally interested in 557,814 Shares.

REEEBATEE » Ivana Investment Limited
(Mtvanal) # A98,437,500/% A% 19 ° Ivana & 1 &
BELZBHSHMAKL 2 RF - BHCW Limited A
100%# % + MCW Limited i Asiatrust Limited & &
A ° Asiatrust Limited &2 — {535 Q7 A2 #
ERCETAAN ZEREAZABA(EEZERE
FLRHEGEN)AREELRAE(TREE]D  ZHA
BREEZREKRE(BIERLEERAN) - AL -
BEFHFLBERD - REEWRARBBARG
hUEB RS o RAELETNMEABEBSS7,814 A1) 1

e
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(i) Long positions in the underlying shares of the share (i) RREAXLAEBEBRESEIRLELER
options granted under the share option scheme of the BHSREBERGZIE
Company:

Approximate

Number of Number of percentage of

Date of grant Exercise the share  the total the total issued
of the share  Exercise period price options underlying share capital of
options of the share options  per share outstanding shares the Company
HATEZ AR
BEERE BEBRE Bk EBEBERE HBERO CERTRALE
Name of Directors EEng ZBEBE  zOfEH TREE f?E BY ZBEABEIHL(%)
HK$
BT
Cheung Wai Yin, Wilson RES 19/8/2015 19/8/2015 - 18/8/2025 0.147 100,000,000 100,000,000 4.901%
Lau Chi Yan, Pierre A8 19/8/2015 19/8/2015 - 18/8/2025 0.147 20,000,000 20,000,000 0.980%
Yeung Mo Sheung, Ann BRE 171172013 17/1/2013 - 16/1/2023 2130 16,483 16,483 0.001%
19/8/2015 19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.049%
Ng Kay Kwok REH 19/8/2015 19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.049%
(iii) Long positions in the underlying shares of the convertible (i) RAXGTRREFFERIEERGZ I
bonds of the Company: B
Approximate
Principal Number percentage of the
amount of the of the total total issued share

convertible bonds

underlying shares capital of the Company

HERLF

Name of the holder RKRES R ES ERITRAEE
of the convertible bonds BEEAKS N ] HERGAH ZHAES L
HK$ T (%)

Cheung Wai Yin, Wilson REE 110,000,000 157,894,736 56.76

Note: These convertible bonds (originally due on 12 August 2011 and
extended to 12 August 2020) were issued by the Company on
12 August 2008 as part of the consideration to acquire the
forestry business. They are unlisted, interest-free and convertible
into the shares of the Company at the adjusted conversion price
of HK$0.095 per share of the Company (subject to adjustment
according to the terms of the convertible bonds). The interest is
held by Ivana, a company incorporated in the British Virgin Islands
owned as to 100% by CW Limited, which in turn is wholly-
owned by Asiatrust Limited, a trust company in its capacity as
the trustee of a discretionary trust, the founder (as defined in
the SFO) of which is Mr. Cheung and the discretionary objects
which are family members of Mr. Cheung (including Mr. Cheung
himself).

Save as disclosed above, as at 31 December 2018, none of the
Directors and chief executive of the Company and/or any of their
respective associates had any interest and short position in the shares,
underlying shares and debentures of the Company and/or any of its
associated corporations (within the meaning of Part XV of the SFO)
as recorded in the register required to be kept by the Company under
section 352 of the SFO or as otherwise notified to the Company and
the Stock Exchange pursuant to Part XV of the SFO or the GEM Listing
Rules.

Wak: ZEMHRBRES (BRE201F8ANRBLER

2020F8 A12H B #7) Th AR A A] ;A 2008 8 A
NBEETEARBHRARES 2D KE -
BIELET RERARECHBRLREEGR
0.095% ;L (IR IE AT R R EH 2 - 5K 7] T
B)RBAEARRAKRND - 25 # Alvana
HH ana AR EBE LB Sz
Z AR ACW Limited EH100% #E 25 - M
CW Limited i Asiatrust Limited® & # A&
Asiatrust Limited & — R {z 5T 28 » A2
ERAZETIAN Z2EETZARA(ESR
RBEEREEGA) AREE TR ARK
REZREKREB(BIEREERA) -

B EXXHEES - R2018512A318 » W EAE A
NAEENBRTBRAEBR SFEESEZEIN
B8 ARAKRRE R, SETAEE LR (TR RE
HEREEEPIEXVE) Z k) - BN REE
B BEECRBRARRREESFRBEKRD
FINERTEE2ELM AR EBHRBEK
BIEXVE S GEM E TR A EME AR E KB AT
MERER AR -
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DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under the sections headed “Directors’ Interests in
Shares and Underlying Shares” and “Share Option Scheme” above, at
no time during the year ended 31 December 2018 was the Company,
or any of its subsidiaries or associated corporations, a party to any
arrangement to enable the Directors and chief executive of the
Company (including their respective spouse and children under 18
years of age) to acquire benefits by means of the acquisition of the
shares or underlying shares in, or debentures of, the Company or any
of its associated corporations.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES
AND UNDERLYING SHARES OF THE COMPANY

As at 31 December 2018, the following persons (not being the
Directors or chief executive of the Company) 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:

(i) Long positions in the shares of the Company:

Name of Shareholders Nature of interest/capacity

£ 3 W B R I g i 3 80 i W

rEXESABROERABRONER ] — S R[E
SRR — AT EEEI AR RETM
B B~ 7] sk 4B B X B R &L £ 20184F12 A31H LEF
EAAEREETYEMNZEE  FARREER
BERTBRABBEEESEZREBRETNARNUT
2T FEBWEARR S T AR AR 2K’
ARG EEEMER -

FERRNRALARMNKRIBEARMDNIES

201812 A31H A TALTGERARBZEEZH &
BITHA B) RARR B B (7 sk 48 Bl A% 15 7 B 1R &
BEREEKRPIEXVIBE2REID FBZEXAR
ARREE  KECHRARAREESLEE
1EPIE3IE M EFE 2 BLMAERR AR

() RELIARGZHE:

Approximate
percentage of total
issued share capital

Number of Shares of the Company

EARDBFERITRA
BE AL
[ EEg ] (43 3-98:-27) 8B (%)
Ivana Beneficial owner 98,437,500 4.83
EmEB A
CW Limited (Note 1) (Pt 3E1) Controlled corporation 98,437,500 4.83
A B E B
Asiatrust Limited (Note 1) (Bff5£1)  Trustee 98,437,500 4.83
ZEEA
Team Sunny International Holdings  Beneficial owner 471,640,000 23.12
Limited (Note 2) En#EBA
JERA BB IE R B R A A
(Pff 52 2)
Wong Hin Shek (Note 2) Controlled corporation 471,640,000 23.12

F B (K E2) REHEE
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Notes: B 5
) The interest is held by Ivana, a company incorporated in the (1) ZiEmHIvanail B - EARNEBELES
British Virgin Islands owned as to 100% by CW Limited, which A 2 2R - BCW Limited % B 100%
in turn is wholly-owned by Asiatrust Limited, a trust company in #z + fCW Limited 3 Asiatrust Limited &
its capacity as the trustee of a discretionary trust, the founder (as EHA ° Asiatrust Limited & — RS AR -
defined in the SFO) of which is Mr. Cheung and the discretionary REBEFAZREAN Z2REFR 28
objects of which are family members of Mr. Cheung (including ANEBRBARBERA) AREE X
Mr. Cheung himself). BARBREEZREKRBBEREER
A) e
(2)  The interest is held by Team Sunny International Holdings Limited, ) ZEZBHEABERERERAFAEE K
a company incorporated in the British Virgin Islands owned as to RREBREXESHMK Iz E B
100% by Mr. Wong Hin Shek. BEEEHEB100%E = ©
(3)  The percentage represented the percentage of the Company’s (B) ZAPHEREBBEEREZREFML 2
share capital as stated in the relevant disclosure of interests ARBREABSL -
forms.
(i)  Long positions in the underlying shares of the convertible (i) RAXATRREFITERIEBKGZ 5
bonds of the Company: E:
Approximate
Principal Number of percentage of
amount of the the total the total issued
Name of the holder of convertible underlying  share capital of
the convertible bonds Nature of Interest bonds shares the Company
EEAT
TRRES ERITRAAHE
TRRESKEAEE Bty ZEEHE HERG A ZHBHNBEA L
HK$ (%)
BT
lvana Beneficial owner 110,000,000 1,157,894,736 56.76
EnEBA
CW Limited (Note 1) (Fif 5%1) Controlled corporation 110,000,000 1,157,894,736 56.76
REHEE
Asiatrust Limited (Note 1) (Fif #£1) Trustee 110,000,000 1,157,894,736 56.76
A
Yihua Enterprise Limited Beneficial owner 40,000,000 173,913,043 8.52
HECXARLT EaBAA
Cheng Jun (Note 2) Controlled corporation 40,000,000 173,913,043 8.52
12 E(PHEE2) ZHlEE
Gao Yun Feng (Note 2) Controlled corporation 40,000,000 173,913,043 8.52
=2 (P 5F2) ZmHlEE

Note 1: The interest is held by Ivana, a company incorporate in the British

Virgin Islands owned as to 100% by CW Limited, which in turn
is wholly-owned by Asiatrust Limited, a trust company in its
capacity as the trustee of a discretionary trust, the founder (as
defined in the SFO) of which is Mr. Cheung and the discretionary
objects of which are family members of Mr. Cheung (including
Mr. Cheung himself).

Mk fivanats B o vana BR KB E K

HeFMAI 2 AR - BCW Limited #
H100% #E# - MCW Limited B Asiatrust
LimitedZ® & # & ° Asiatrust Limited & —
BEREREl REEGRZITEAN %2
ERAZEMA(EERBZLZRAEKA) A
REE ZRARAREEZREKE (R
BREELRAN) -
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Note 2: The interest is held by Yihua Enterprise Limited, a company
incorporated in the British Virgin Islands owned as to 50% by
Mr. Cheng Jun and 50% by Mr. Gao Yun Feng.

Save as disclosed above, the Directors and chief executive of
the Company are not aware that there is any party who, as at
31 December 2018, had an interest or short position 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.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

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

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

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

EQUITY-LINKED AGREEMENTS

Save for the share option scheme and convertible bonds of the
Company, no other equity-linked agreements were entered into by the
Company, or existed during the year.

PERMITTED INDEMNITY PROVISION

Pursuant to Code Provision A.1.8 of the Corporate Governance Code
set out under Appendix 15 to the GEM Listing Rules and subject to
the provisions of the Companies Ordinance, the Company has arranged
for appropriate insurance cover for directors’ and officers’ liabilities in
respect of any losses or liabilities incurred, or any legal actions brought
against the directors and senior management of the Group which may
arise 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.

MANAGEMENT CONTRACTS

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

M2 ZEEmEECERRQRSE  ZAF
RRNEBRELBESHEMKILZAR D
FHEEEERSTEELEFTA0% N
50% -

BEXHEEEIN ARAEERESTHRABL
THAER2018F12A31H » AEMATREARRK
D BERD T HEERIEES K BAEENEXVE
B2RFEINBZBEXARARRWE - KB Lk
RARRIREFF N BHEENIEI6KBEFTE 2
ErufthegmssiXs -

EENMBERBCIER

RER BEEEXHEEBEAEER LTR
Q) Bk MR AR BRI B AR F 3 RE K
BENEBPAEEAES -

EENXR% LHACRAIER

BAFRABEEIN  ARBREFAMERR LA
AMBARBEI VEASEXKBERRES
FEEEFECERNEPERIFMEREEX
BamRNERNEARERAFELERBDAEXR
ZERRD RHHAR -

% R BN 8 1 SR

BRARB ZBEBBAE B LA BRBKESSN - R
FRARARAMET LA FAEARRHBEHZE -

BiET2BERX

RBGEMETRAME T HEMBEEERTAZ
STAMGEXBANSERERBGRIMEXZHRT
ARARCHEZRSABERRREKES P
EEANTAERIBEMAENET  HEB
BT AEELANHHEERAKRERRERE
MEMEARITHRIEERR o ZEEFBERK
XTRBRRUEDIZFEAT0ERE S MR M HIE

BEGM

REANRBIT LS FAEAMERARBEEL IR
BERBNEBZEERTRELERZAR °
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CONNECTED TRANSACTIONS

Save as disclosed, the Company did not have any other connected
transactions which were subject to the reporting requirements under
Chapter 20 of the GEM Listing Rules for the year ended 31 December
2018.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

During the vyear, as far as the Company is aware, there was no material
breach of or non-compliance with applicable laws and regulations by
the Group that has a significant impact on the business and operations
of the Group.

EMOLUMENT POLICY AND RETIREMENT BENEFITS

The emolument policy of the senior employees of the Company is set
and recommended by the Remuneration Committee to the Board on
the basis of the employees’ merit, qualifications and competence.

The emoluments of the Directors are formulated and recommended
by the Remuneration Committee to the Board, having regards to the
Company’s operating results, individual performance of the Directors
and comparable market statistics.

The Company has adopted a Share Option Scheme as an incentive to
the Directors and eligible employees of the Company, details of which
are set out in the “Share Option Scheme” on page 48.

ENVIRONMENTAL POLICY

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

RELATIONSHIPS WITH STAKEHOLDERS

The Company recognises that employees are our valuable assets. Thus
the Group provides competitive remuneration package to attract and
motivate the employees. The Group regularly reviews the remuneration
package of employees and makes necessary adjustments to conform
to the market standard.

The Group also understands that it is important to maintain good
relationship with business partners to achieve its long-term goals.
Accordingly, our senior management have kept good communication,
promptly exchanged ideas and shared business update with them when
appropriate. During the year, there was no material and significant
dispute between the Group and its business partners.

MEX%

METH R &SN » HE2018F12A31HIEFE » AR
AMEBEETGEMEMBRANE_+ERRATZ
FREMBEERS -

BITEMZARZER

RER  BARBMAAN  AEBYTERNBERNER
ETETERERERMBARE Z ZBRES
EXBEATE-

B IR OR A2 3R i 4@

ARAEREEZFHBEREFTHEESZER
BE BERENEE YAEFSHFELER -

EENHFMIAFNEESRARRKLLERE
EEAAXRRRABLRTSHEHE  LAE
EeFEhES -

ARFRCHEMNELBRESE  EREARFE
ERAERRBEZRE FHEFABHNEISELZ
E-F-te - hE- N

RIRER

ARABRERERELHEERERRER - AR
ABRTRREERSOREZES  BRGEH
REFHRER  PIMEBETEmINEDRFDRER
BER BIEEAERZEBRHURDEBER -
EZERRTARFAZRARBOTREBIL T
BRAMANERRE ZHE -

B3Rl 25 0B R A T2 RE 1R

AARRA BEDEEEEE - Wit AEIE
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KEY RISKS AND UNCERTAINTIES

The Group has reviewed the possible risks and uncertainties which
may affect its businesses, financial condition, operations and prospects.
The followings are the key risks and uncertainties identified by the
Group. There may be other risks and uncertainties in addition to those
shown below which are not known to the Group or which may not
be material now but could turn out to be material in the future.

Risks pertaining to trading business

The Group provides a large variety of products with a wide price
range that appeal to broad market segments. This success in
product competitiveness has been built on our ability to source
and develop products that meet the demands of the market. The
Group also develops our own brand to increase brand recognition
and product competitiveness. However, consumers are ever changing
their preferences. In addition to pressure to provide the right trendy
products, market competitiveness is driving much faster product
launches and shorter product life cycles. The Group addressed these
challenges by adjusting our product portfolio, and building closer
relationships with suppliers.

Risks pertaining to financial leasing business

The Group’s major credit risk is primarily attributable to finance
lease receivables. Any deterioration in collectability of our finance
lease receivables and the underlying quality of leased assets and
collaterals could adversely affect our business and financial conditions.
The management of the Group has delegated staff responsible for
assessing and minimizing the credit risk, including but not limited to
the evaluation of the financial viability of customers and guarantors (if
any), the prospect of the industries in which the customers operate,
and the adequacy of the value of the leased assets, collaterals and
any forms of securities provided by customers at the inception of the
lease. Throughout the lease term, the Group also closely monitored
the recoverability.

In addition, our financial leasing business is largely affected by
the macroeconomic and market conditions in the PRC. The Group
provides our customers with finance leasing services and rely on
domestic demand for these services to achieve revenue growth. The
macroeconomic downturn and adverse market conditions, such as
decrease in available financing and slowdown in the industry growth,
could materially and adversely affect our business, financial condition
and results of operations. The evolving macroeconomic policies in the
PRC, including the monetary, currency and industry policies may have
material impact on the financial leasing business.

FTERARKAEERR

AEBCECAUERFEREER BN 2&
MRz EBERBETHERRZ - UTAKEH
EFANETERRETEERE - BRTIXHAAEIN
JRAREfF FE HL Al AN R B3 R 17K 2 L Bl T HE E
AEXBKATEREAERRARE[/EAZRA
BETHEERE -

FREZXEKZRAR

AEERESBIABEER  HEEGEHERE -
ARSIEANTS  ARBERERBEFNITEN
KT BERRMENTEHRENFAEE DT
LEHRENER AFBTERBERE  KEH
mEHNEERERBFN - A BEENEL
—HEXRE BRELLDAHBEESKZIEHER
ZENN RRFEMBEHEFN - AKBEMNREH
EmNTEREEEREG B AEEBBEH
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BREHZERE -

FHREHEXE AR

AEENEIZEERRTIERAREMES R KK
He ZMBMEREREKBEZAREEREESR
ERBERRZAEEEHRRER(CHAEHRMD
EBLRUBRARNEETNEE AEEEHEED
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Risks pertaining to securities brokerage business

As part of its ordinary brokerage activities, the Group is subject to
the statutory liquidity requirements as prescribed by the regulators.
The Group’s finance department and senior management will review
and monitor the Group’s liquidity position on daily basis to ensure the
availability of sufficient liquid funds and to comply with the Securities
and Futures (Financial Resources) Rules (Cap.571N of the laws of Hong
Kong).

The Group has responsible officers and compliance officers in charge
of overseeing the day-to-day operations, controlling and monitoring
compliance issues and solving dealing problems. They also formulate
and update the compliance and operational manuals based on
regulatory and industrial requirements to standardise the Group’s
operational procedures and reduce human errors.

Risks pertaining to exchange rate fluctuations

As a consequence of the business nature of the Group, it will
be exposed to risks associated with changes in foreign currency
exchange rates. The Group's future sales operations will be affected
by fluctuations in exchange rates to the extent that its sales and
purchases are denominated in currencies other than its reporting
currency. Movements in exchange rates to translate foreign currencies
may have a significant impact on the Group’s results of operations,
financial position and cash flows from year to year.

TAX RELIEF AND EXEMPTION

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

CORPORATE GOVERNANCE

Full details on the Company’s corporate governance practices are set
out on pages 20 to 35 of this Annual Report.

AUDIT COMMITTEE

The Audit Committee was established with written terms of reference
which are in line with the CG Code and comprises three INEDs.

The Audit Committee has reviewed with the management of the
Company and the external auditor the Group’s annual results for
the year ended 31 December 2018, and was of the opinion that
the preparation of such results are in compliance with the relevant
accounting standards, rules and regulations and that adequate
disclosures have been made.
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COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODE

The Company has always recognised the importance of the
transparency and accountability to Shareholders. It is the belief of the
Board that the Shareholders can maximise their benefits from good
corporate governance. The Company is committed to maintaining and
ensuring high standards of corporate governance and to complying
with applicable statutory and regulatory requirements with a view to
assuring the conduct of management as well as protecting the interests
of the Shareholders.

The Company’s corporate governance practices are based on the
principles and code provisions as set out in the Corporate Governance
Code (the “CG Code”) in Appendix 15 of the GEM Listing Rules.
Throughout the year ended 31 December 2018, to the best knowledge
of the Board, the Company has complied with the code provisions set
out in the CG Code except for the following deviations from the code
provisions of the CG Code:

Code Provision A.2.1

The Code Provision A.2.1 provides that the roles of chairman and chief
executive officer should be separate and should not be performed by
the same individual.

There is no separation of the roles of chairman and chief executive
officer as set out in the Code Provision A.2.1.

Mr. Cheung Wai Yin, Wilson currently assumes the roles of both the
chairman and chief executive officer of the Company. Traditionally,
the chief executive officer of the Company also assumes the role of
the chairman of the Company because it is believed that the structure
of the Board ensures the balance of power and authority therefore
no need to segregate the roles of the chairman and chief executive
officer of the Company. Mr. Cheung Wai Yin, Wilson, has substantial
experience that is essential to fulfilling the role of the chairman of
the Company, at the same time, he has the appropriate management
skills and business acumen that are the prerequisites for assuming the
role of the chief executive officer of the Company in the day-to-day
management of the Group.

The Board is currently composed of five Directors including three
independent non-executive Directors with a balance of skills
and experience appropriate for the requirements of the Group.
Furthermore, the roles of the management of the Company’s major
operating subsidiaries are performed by the managing director and
other individuals. The balance of power and authority is therefore
ensured by the current structure of the Board. Whilst it does
not believe that such role separation will improve the corporate
performance, the Board, as well as the Company, intends to comply
with this code provision by seeking and appointing suitable candidate
with appropriate background, acknowledge, experience and calibre to
assume the role as the chairman of the Company.
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Code Provision A.4.2

The Code Provision A.4.2 provides that all directors appointed to fill
a casual vacancy should be subject to election by shareholders at the
first general meeting after their appointment. Every director, including
those appointed for a specific term, should be subject to retirement
by rotation at least once every three years.

In accordance with the Articles, any director appointed to fill a casual
vacancy shall hold office only until the next following AGM and shall
then be eligible for re-election.

The Board considers that the Company is in compliance with paragraph
4(2) of Appendix 3 under the GEM Listing Rules and such a deviation
is not material as casual vacancy is expected seldom happens
and duration between appointment to fill casual vacancy and the
immediate following AGM s less than one year and is considered to
be short.

Pursuant to the Articles, the Chairman and the managing director of
the Company shall not be subject to retirement by rotation or also not
be taken into account in determining the number of directors to retire
in each year. The Board considers that the continuity of the Chairman
and the managing director and their leaderships will be essential for
the stability of the key management of the Board. On the other hand,
the Board will ensure that the Directors other than the Chairman and
the managing director will rotate at least once every three years in
order to comply with the Code Provision A.4.2.

Code Provision A.6.7

The Code Provision A.6.7 stipulates that independent non-executive
directors and other non-executive directors should attend general
meetings, to gain and develop a balanced understanding of the views
of shareholders. The three INEDs could not attend the annual general
meeting held on 20 June 2018 due to other important business
engagements.

The Board will continue to review its corporate governance practices
in order to enhance its corporate governance standards, comply with
the increasingly complicated regulatory requirements, and meet with
the rising expectations of the Shareholders and respective investors.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained
a sufficient public float of not less than 25% of the total issued share
capital of the Company as required under the GEM Listing Rules
throughout the financial period under review and up to the date of
this Annual Report.
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AUDITOR

The consolidated financial statements for the year ended 31 December
2018 have been audited by Elite Partners CPA Limited, who will retire
and, being eligible, offer themselves for re-appointment. A resolution
for their re-appointment as auditors of the Company will be proposed
at the forthcoming AGM.

ON BEHALF OF THE BOARD

Cheung Wai Yin, Wilson
Chairman and Chief Executive Officer

Hong Kong
26 March 2019
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< partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE MEMBERS OF MERDEKA FINANCIAL SERVICES GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Merdeka
Financial Services Group Limited (the “Company”) and its subsidiaries
(together the “Group”) set out on pages 66 to 161, which comprise
the consolidated statement of financial position as at 31 December
2018, and the consolidated statement of profit or loss, the consolidated
statement of profit or loss and other 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 2018 and of its consolidated financial performance and
its consolidated cash flows for the year then ended in accordance with
Hong Kong Financial Reporting Standards 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”),
together with the ethical requirements that are relevant to our audit of
the consolidated financial statements, and we have fulfilled our other
ethical responsibilities in accordance with the Code. We believe that
the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.
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Key audit matters

Key Audit Matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements for the year ended 31 December 2018. 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.

Allowance for impairment assessment of accounts receivables

The Group’s accounts receivable consists of finance lease receivables,
trade receivables and other receivables, and accounted for
approximately 95% of the Group's total assets. The assessment of
impairment of accounts receivable under the expected credit loss
model is considered to be a matter of most significance as it requires
the application of judgement and use of subjective assumptions by
management.

Management performed periodic assessment on the recoverability
of the accounts receivable and the sufficiency of provision for
impairment based on information including credit profile of different
debtors, historical settlement records, subsequent settlement status,
expected timing and amount of realisation of outstanding balances,
and on-going relationships with the relevant debtors. Management
also considered forward looking information that may impact the
customers’ ability to repay the outstanding balances in order to
estimate the expected credit losses for the impairment assessment.

How the matter was addressed in our audit

Our major audit procedures to address the management’s impairment
assessment of finance lease receivables included the following:

o Understanding and evaluating the key controls that the Group
has implemented to manage and monitor its credit risk, and
validating the control effectiveness on a sample basis;

o We performed independent credit reviews of accounts
receivable on a sample basis, considering the credit profiles of
the debtors, guarantors and the collaterals (if any), as well as
external evidence and factors, to assess whether management’s
assessment of ECL was appropriate; and

° We assessed management’s forecast of future repayments and
current financial conditions of the debtors, based on historical
experience, value of collaterals (if any) and observable external
data.

HEEXSHE

REBESNEZHE  BAREZFELTFTER
BE_Z-\F+-_A=+ "B LFEGSUKR
RPREENER -  BEERNBERGRUBTRRE
BEEZEFERLAULTKER MEZETSH
ZEEREFRRER -

FE W kR 2z B B R

AEENEEFEEEREHERKFE BS
EUMREAREMEERE & BEEEREERN
95% ° 1RIR TR HI A B AR = B B R IR E 1T RUE RT
BWRE—BREENFTE WEAREEER
e HET R E R T B RER -

EEEERTREBANGABSR EL&EERT
% HEBERR  REESEHOTAEREREMH
ReBLEBBEBSANSEBRSZENEER
IR H AU B RORE B e 1 T RT
B ERENERARTFERFEEREEGR
RENZAEMEEN  AERREFENRBEE
i e

EEERREEZBENE E

EERIEEEERE M S BRI ERT
EHNEREZEFERE TSR

. TEEFGAKEREEREZEFEER
% T B b &Y B 62 12 I 15 o K 0 A Bl B R
FE b e B U

. EEREREBA ERARERR(E)
ERBR ARSI E R R E X - R
EEHBEURARBELETBINERES A
AEEEEHBHEEBEFLZIGER
BEE: &

. ESERNBERLR  ERREEMWA) KA
BRI BEE FEEEBHRKERD
BRI R E A E TR AR



Independent Auditor’s Report
18 X1 1% B8 ¥R S

Other Information in the Annual Report

The directors are responsible for the other information. The other
information comprises the information included in the Company’s
annual report, but does not include 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.

Responsibility of Directors and Audit Committee for the
Consolidated Financial Statements

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

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

The Audit Committee are responsible for overseeing the Group's
financial reporting process.
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Auditor’s Responsibility 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. This report is made solely to you,
as a body, in accordance with the terms of our engagement, and for
no other purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report.

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

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

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

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

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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Yip Kai Yin with practising certificate number
P0O5131.

Elite Partners CPA Limited
Certified Public Accountants
Hong Kong, 26 March 2019

10th Floor,
8 Observatory Road, Tsim Sha Tsui,
Kowloon, Hong Kong
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Consolidated Statement of Profit or Loss
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For the year ended 31 December 2018 HE—T—/\F+-_A=+—HILFE

2018 2017
—ZE-N\F —E—+tF
Notes HK$'000 HK$'000
B 5 FET FE T

REVENUE PN 6 559,785 430,184
Cost of sales iH & X AR (544,619) (398,919)
Gross profit E A 15,166 31,265
Other income, other gains and losses H U A~ Efth U =5 & B5 1R 6 1,412 32,809
Operating expenses KBRS (36,419) (24,667)
Administrative expenses 1THE (11,980) (13,883)
Provision for impairment loss on goodwill 7 22 (& /& 18 B 5 (5.803) —
Provision for impairment loss on trade B I RMGRIBE R EEEREE

receivables (5,217) =
Provision for impairment loss on loan FE U & SO B & R B

receivables — (1,000)
Provision for impairment loss on TERTRIE - e & H At E R

prepayments, deposits and other I REEEEE

receivables (64,422) (285)
Written off of bad debts 22 BR 4 BR (154) (3,009)
Written off of inventories FE#ME (31) (137)
(Loss)/profit from operations KRBT (BR), 5T (107,448) 21,093
Finance costs B E KA 7 (12,256) (21,183)
LOSS BEFORE TAX RR Bt Al & 18 8 (119,704) (90)
Income tax P15 11 — (3,242)
LOSS FOR THE YEAR rFEEBHR (119,704) (3,332)
Loss for the year attributable to: EiEAFEEBAE:

Owners of the Company AARREEF A (92,051) (6,725)

Non-controlling interests IE 1752 A% #E = (27,653) 3,393

(119,704) (3.332)

LOSS PER SHARE sREE

Basic and diluted ERK#EE 13 (HK$383500.042)  (HK$/5 7C0.003)

The notes on pages 73 to 161 form part of these financial statements.
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
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For the year ended 31 December 2018 HEZ—T—/\F+-_A=+—HILFE

2018 2017
—2-N\F —E—tF
HK$'000 HK$'000
FER FH T
LOSS FOR THE YEAR AEEBIE (119,704) (3,332)
Other comprehensive (loss)/income: Ht2E(EE), M]A:
Items that may be reclassified subsequently to HEAJEEN DA Em Z
profit or loss: EA -
Exchange difference on translating of financial BEFINMHB AT 2 B R*
statements of overseas subsidiaries HEHZ58 (9,855) 15,328
TOTAL COMPREHENSIVE (LOSS)/INCOME AEEXEA(BE) WA
FOR THE YEAR (129,559) 11,996
Total comprehensive (loss)/income attributable to: fE{G 242 (EE) WA :
Owners of the Company RAFREER A (97,880) 2,437
Non-controlling interests FE 15 Ak #E 2 (31,679) 955
(129,559) 11,996

The notes on pages 73 to 161 form part of these financial statements.
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Consolidated Statement of Financial Position
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As at 31 December 2018

R=ZE—N\F+=ZA=+—AH

2018 2017
—E-N\E —E—+F
Notes HK$'000 HK$'000
B 5 FET FE T
ASSETS EE
Non-current assets kRBEE
Property, plant and equipment M BRE R 14 2,682 4,011
Statutory deposit EERE 510 510
Goodwill EES 16 — 5,803
Intangible assets mRAE 15 5,705 5,705
Available-for-sale investments FIELERE 17 — 1,475
Finance lease receivables BE M S R IE 21 5,283 240,366
Total non-current assets ERBEERE 14,180 257,870
Current assets REBEE
Inventories Ea=Y 19 1,010 1,292
Trade receivables 5 e k8 20 2,460 8,202
Loan receivables JE W B 3K 22 — 1,080
Prepayments, deposits and other TERTRRIE - e & H it E IR
receivables KIE 23 112,731 75,715
Finance lease receivables Bl & 70 & W R IE 21 547,941 1,837,309
Held-for-trade investments AHEERE 428 534
Bank balances — Trust accounts R1TEHR — ETRF 24 6,543 5,759
Bank balances and cash — RITHEBRRS
general accounts —REP 24 12,255 36,490
Total current assets mEEERE 683,368 1,966,381
Total assets EEH#E 697,548 2,224,251
EQUITY AND LIABILITIES BREZREE
Equity attributable to owners of the ZAAFREHEEAEBMERRE
Company s
Share capital [N 25 2,040 2,040
Reserves (k] 26 (60,351) 38,074
(58,311) 40,114
Non-controlling interests FERERE 69,070 101,046
Total equity ERBEE 10,759 141,160
Non-current liabilities ERBERE
Deferred tax liabilities BT IBEE 27 941 941
Convertible bonds AT R ESH 28 105,651 95,940
Finance lease obligation due more than KR —FRZEIH 2 MERE
one year A 30 — 199
Bank borrowings due more than one year 7 — F1& |8 Z R 17E K 31 — 72,060
Total non-current liabilities R AaEMAE 106,592 169,140




Consolidated Statement of Financial Position
ROMBIAIRNER

As at 31 December 2018

R=ZE—\F+=-—A=+—H

2018 2017
—E-N\F —E—tF
Notes HK$'000 HK$'000
Pt 7 FER FH T
Current liabilities REBAE
Bank borrowings due within one year R—FRNEH 2 RITER 31 415,788 1,752,555
Finance lease obligation due within one R —FREHzMERS
year A HE 30 — 827
Promissory notes R R 29 — 27,622
Trade payables =8 AN 32 13,652 47,683
Other payables and accruals H b & A5 RRIB 2 FE BT SR IE 33 149,709 83,035
Tax payables JE 5 5 18 1,048 2,229
Total current liabilities mBBEER 580,197 1,913,951
Total liabilities EEAE 686,789 2,083,091
Total equity and liabilities BREZREBERAE 697,548 2,224,251
Net current assets RBEEEE 103,171 52,430
Net assets EEFE 10,759 141,160
Approved and authorised for issue by the board of directors on KREZER_ZE—NF=ZA_tT~ARERRR
26 March 2019. FzE -
Cheung Wai Yin, Wilson Lau Chi Yan, Pierre
REE 2E 1=
Director Director
EZE EZE
The notes on pages 73 to 161 form part of these financial statements. ET3EGIBEZMFEAXNZEVBRER 2—HH -



Consolidated Statement of Changes

fn 6 BX SR E = % &) %

For the year ended 31 December 2018 #H ZE—

in Equity
—NE+ZA=+—RBItFE

Attributable to owners of the Company

ARNARERAAEL
Equity
Share component Share Capital  Exchange Non-
Issued  premium  Contributed of convertible option  reduction  fluctuation Accumulated controlling Total
capital account surplus bonds reserve reserve reserve losses Total interests equity
TRRES BEBRE  RAME  EXE®
BRTRE RORER  MARH 2ER®A 4 1 fE  ZitER Bt FEREE  EREH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tikn T T Fikn* T Fiknr Tk T T Tikn TiEn
As at 31 December 2016 and St
1 January 2017 =t-AR=E-tf
-A-8 1,620 923,103 66,710 5115 21328 163,191 (12,495 (1,219.271) 3,301 88,039 91,340
Changes in equity for 2017 “E-tEERRY
Loss for the year KERBE = = = = = = = (6,725) (6,725) 3393 (333)
Other comprehensive income E2AAA = = = = = = 8,953 209 9,162 6,166 15,328
Total comprehensive incomef(loss)  2EEKA /(BE) = = = = = = 8,953 (6,516) 2437 9,559 1199
Issue of new shares upon placing B EEE T KA 320 25,05 = = = = = = 25376 - 25376
Issue of consideration shares RIRERR 100 8,900 = = = = = = 9,000 = 9,000
Acquisition of a subsidiary WiE-EREAR = = = = = = = = = 3448 3448
As at 31 December 2017 and N S o3 ﬂ
1 January 2018, _+ AR=3-/\%
a original presented —B-B &2
25 2,040 957,059 66,710 53,115 21,328 163,191 (3,542)  (1,225,787) 40,114 101,046 141,160
Effect on adoption of h*ﬂ?%ﬁmﬁiﬁ‘l
HKFRS 9 £9%258 - - - - - - - (545) (545) (297) (842)
As at 31 December 2017 and RZE-t5+2R
1 January 2018, as restated =t-BR=3-/\%
-A—B-&E5 2,040 957,059 66,710 53,115 21,328 163,191 (3,542 (1,226,332 39,569 100,749 140,318
Changes in equity for 2018 “I-N\ERERD
Loss for the year TEERE - - - - - - - (92,051) (92,051) (27.653) (119,704
Other comprehensive loss E2 AR - - - - - - (5,641) (188) (5,829) (4,026) (9,855)
Total comprehensive loss rHERR - - - - - - (5,641) (92,239) (97,880) (31,679) (129,559)
As at 31 December 2018 RZE-\E+=A=1-B 2,040 957,059 66,710 53,115 21,328 163,191 (9183)  (1,318,571) (58,311) 69,070 10,759

o ZERFRBREBERNGEAVBERRRENLRE
HBHEBZTBT(ZZ — £ 38,074,000 7T) °

* These reserve accounts comprise the consolidated reserves of
approximately HK$nil (2017: HK$38,074,000) in the consolidated
statement of financial position.

FIBEGIE 2MFAEKZEVBERERZ—FHD -

The notes on pages 73 to 161 form part of these financial statements.



Consolidated Statement of Cash Flows

=\ el =]
BIREMER
For the year ended 31 December 2018 HEZ—T—/\F+-_A=+—HILFE

2018 2017
—E-N\F Tt F
Notes HK$'000 HK$'000
Pt & FHET T
CASH FLOWS FROM OPERATING REEKRBASHRE
ACTIVITIES
Loss before tax B AT B 1B (119,704) (90)
Adjustments for: FEESE
Finance costs EEZEI N 12,256 21,183
Interest income 2 M A (57) (60)
Depreciation of property, plant and ME BEREEBETE
equipment 1,832 3,785
(Gain)/loss on disposal of property, plant HEME - BMELZEZ
and equipment (M=) B8 (545) 16
Gain on sale of held-for-trade investments HEAHEF R E 7 ki (77) —
Reversal of deferred tax liabilities BEIRERIEEE — 4)
Gain on extinguishment of CB liability TR ESFARIS
component & — (31,162)
Unrealised loss/(gain) on held-for-trade AEESRERBREE
investments (Y &5) 98 (12)
Provision for impairment loss on trade B 5 W IE R E R B
receivables 5,217 =
Provision for impairment loss on loan FE W B FOR B B 18 B 4E
receivables — 1,000
Provision for impairment loss on TENFHIE Re Rk EAM
prepayments, deposits and other FE Uk SR TE R (B 1R B R
receivables 64,422 285
Provision for impairment loss on goodwill 72 (& /& 18 & 5 5,803 —
Write off of bad debts 22 AR B 8H 154 —
Written off of inventories 7 & 8 31 137
Written off of the liabilities of a dissolved #$EERHRHB AR 2 A&
subsidiary (961) —
(31,531) (4,922)
Decrease in inventories FERL 239 1,309
Decrease/(increase) in trade receivables B 5 WA R (35 ) 523 (961)
Decrease in loan receivables & UK B 5O 400 1,220
Decrease/(increase) in finance lease &S e ks
receivables B () 1,476,292 (31,351)
Increase in prepayments, deposits and TEAFHRIE - e Kk EAM
other receivables J& W R TE 3 N (107,738) (5,986)
Increase in bank balances — trust account #R1T# 8 — EsEEE M (784) (553)
(Decrease)/increase in trade payables B SR+ 5k3m Ok )18 hn (32,660) 4,671
Increase/(decrease) in other payables and it /& {<f 50 T8 & & 5F ZUIB
accruals Gl ) 41,859 (5,506)
Net cash generated from/(used in) wEESELE (FTAR)Z
operations R & IFEE 1,346,600 (42,079)
Income taxes paid EATFT IS (1,110) (4,292)
Interest paid EXNRRSS (881) (4,099)
Net cash generated from/(used in) KEEBEE (FTR)Z
operating activities R&FHE 1,344,609 (50,470)




Consolidated Statement of Cash Flows

uT (i) iﬁ @ )/ R==] ?E
For the year ended 31 December 2018 #HZ—_ZT—\F+_A=+—HILFE

2018 2017
—E-N\F —T—tF
Notes HK$'000 HK$'000
Pt 5 FER T
CASH FLOWS FROM INVESTING REZDERERE
ACTIVITIES
Interest received B F B 57 60
Purchases of property, plant and BEWE WELRZRE
equipment (2,185) (3,044)
Proceeds from disposal of held-for-trade H&E R E B &R & TS5 A
investments 85 —
Proceeds from disposal of property, HEWE BRERZREBMS
plant and equipment KIE 1,579 =
Net cash inflow from disposal of LEMRBARIZESRA
subsidiaries R 39 2,821 =
Net cash inflow from acquisition of WiE—HEfEAR 2 Re
a subsidiary mAF R 38 - 647
Net cash generated from/(used in) wEESEE (A Z
investing activities e F5 2,357 (2,337)
CASH FLOWS FROM FINANCING BRETHRERE
ACTIVITIES
Interest paid on bank borrowings and MBITERARBERE
finance lease obligation EEZZAE (392) (420)
Proceeds from placing of shares Bt & IR 1n PT 15 IR — 25,376
New bank borrowings raised g RITE R — 1,064
Repayments of bank borrowings BERITER (1,369,564) -
Repayments of finance lease obligation (& gh & & &4 (962) (942)
Net cash (used in)/generated from REEH (A, EL 2
financing activities HeF58 (1,370,918) 25,078
NET DECREASE IN CASH AND CASH R&RkFEELEEHERARED
EQUIVALENTS FE (23,952) (27,729)
Bank balances and cash FMRTESRREAES
— general accounts at the beginning of — —REP
the year 36,490 63,347
Effect of foreign exchange rate changes, /NESERZFESH I F &
net R (283) 872
BANK BALANCES AND CASH FRE|ETHEBRRASE
— GENERAL ACCOUNTS AT THE END — —REFE
OF THE YEAR 12,255 36,490
The notes on pages 73 to 161 form part of these financial statements. BEI3EGIBEZMFEAXNZENBRE 2—HH -



Notes to the Financial Statements
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For the year ended 31 December 2018 #HZE—F

CORPORATE INFORMATION

The Company is a limited company incorporated in the Cayman
Islands, its registered office is located at the offices of Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands and the principal place of business is located at
Room 1108, 11F, Wing On Centre, 111 Connaught Road Central,
Central, Hong Kong.

The directors consider that the Company’s immediate holding
company and ultimate controlling parent company is Ivana
Investments Limited, which is a private company incorporated in
British Virgin Islands.

During the year ended 31 December 2018, the principal activity
of the Company was investment holding. The principal activities
of the subsidiaries comprised of trading business, financial
services business and information technology business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(@) Basis of preparation

The consolidated financial statements have been prepared
in accordance with all applicable Hong Kong Financial
Reporting Standards (“HKFRSs”), which collective term
includes all applicable individual HKFRSs, Hong Kong
Accounting Standards (“HKASs”) and Interpretations
issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”) and the disclosure requirements
of the Hong Kong Companies Ordinance. The consolidated
financial statements also comply with the applicable
disclosure provisions of the GEM Listing Rules. The
adoption of new and revised HKFRSs and the impacts on
the Group’s consolidated financial statements, if any, are
disclosed in Note 3.

The consolidated financial statements have been prepared
under historical cost convention except for certain
financial instruments which are measured at fair values.
Historical cost is generally based on the fair value of the
consideration given in exchange for assets.

—NFE+ZA=+—BLLFE

NG E!
ARRAAR—HRASEEEMAILIZER
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ZHOITET1108E ©

EERBARACEEER AT R REE
f% & 72 7] Alvana Investments Limited @ & &
REBREXHEEEMKILZFLART]
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(@ wREXE
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Notes to the Financial Statements
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For the year ended 31 December 2018 #HZ—_ZT—N\F+_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(b)

Basis of consolidation

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

. has power over the investee;

o is exposed, or has rights, to variable returns from
its involvement with the investee; and

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

The Group reassesses whether or not it controls an
investee if facts and circumstances indicate that there are
changes to one or more of the three elements of control
listed above.

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiaries and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of subsidiaries acquired or disposed of over
the years are included in the profit or loss and other
comprehensive income from the date the Group gains
control until the date when the Group ceases to control
the subsidiary.

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with those used by other member of
Group.

All intragroup transaction balance, income and expenses
and cash flows relating to transactions between members
of the Group are eliminated in full on consolidation.

2

(b)
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For the year ended 31 December 2018 #HZ_ZT—N\F+-_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9]

Business combinations

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

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

J a deferred tax asset or liability arising from the
assets acquired and liabilities assumed in a business
combination and the potential tax effects of
temporary differences and carryforwards of an
acquiree that exist at the acquisition date or arise
as a result of the acquisition are recognised and
measured in accordance with HKAS 12 Income Tax;

. assets or liabilities relating to employee benefit
arrangements are recognised and measured in
accordance with HKAS 19 Employee Benefits;

J liabilities or equity instruments relating to share-
based payment transactions of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment at
the acquisition date (see accounting policy below);
and

3 assets (or disposal groups) that are classified as held
for sale in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations
are measured in accordance with that standard.
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For the year ended 31 December 2018 #HZ—_ZT—N\F+_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(c)

Business combinations (Continued)

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

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

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

2
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For the year ended 31 December 2018 #HZE=—F

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9]

(d)

Business combinations (Continued)

The subsequent accounting for changes in the fair value
of the contingent consideration that do not qualify
as measurement period adjustments depends on how
the contingent consideration is classified. Contingent
consideration that is classified as equity is not remeasured
at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Contingent
consideration that is classified as an asset or a liability is
remeasured at subsequent reporting dates in accordance
with HKFRS 9 Financial Instruments: Recognition and
Measurement, or HKAS 37 Provisions, Contingent
Liabilities and Contingent Assets, as appropriate, with the
corresponding gain or loss being recognised in profit or
loss.

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

Goodwill

Goodwill is carried at cost less accumulated impairment
losses. For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating unit, or groups
of cash-generating units that is expected to benefit from
the synergies of the combination.

A cash-generating unit to which goodwill has been
allocated is tested for impairment annually, or more
frequently whenever there is indication that the unit may
be impaired. For goodwill arising on an acquisition in
a reporting period, the cash-generating unit to which
goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable
amount of the cash-generating unit is less than the
carrying amount of the unit, the impairment loss is
allocated first to reduce the carrying amount of any
goodwill allocated to the unit and then to the other assets
of the unit pro rata on the basis of the carrying amount
of each asset in the unit. Any impairment loss for goodwill
is recognised directly in profit or loss. An impairment loss
recognised for goodwill is not reversed in subsequent
periods.

—NE+-A=+—HILFE
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For the year ended 31 December 2018 #HZE=—F

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(e)

Property, plant and equipment

Property, plant and equipment are stated in the statement
of financial position at cost less accumulated depreciation
and impairment losses.

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:

Leasehold improvement Over the lease term
Computer and office equipment 20% to 33%
Motor vehicles 25%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part
is depreciated separately. Both the useful life of an asset
and its residual value, if any, are reviewed annually.

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

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

Gains or losses arising from the retirement or disposal of
an item of property, plant and equipment are determined
as the difference between the net proceeds on disposal
and the carrying amount of the item and are recognised
in profit or loss on the date of retirement or disposal.

—NEFE+-A=+—HILFE

LEHBRBTE @
ME BERRE
VI B &R TR AN E R R 5T

I B FOR (B 85 1B 0 B A5 IR O ¥R K B
BE o

FENERERZTENE  BEER
BREMAEAFHOFREEM

HERAE -pUmMERNEZRE
FERMR
ﬁ§%¥§W 1% 78 5
BN B AERE 20% £ 33%
TE 25%
EVE - BMERREBEEZBHBEET
B AFEE  ZIBE 2R AETNIE
EBREESBEEZHD  SHDBEHE
FITE - AEESFHEERNEE

ZAERAFRRERGEEE) -

REGERBEBHBNRKEERSE
AREMARER - WA SEMF £
HARANBERT AEEAGHE
BRAFARBEERAEBEZ DX
MAA/BUEERBE(WMER) - AR
B2 BOMBREEDMIRHER - 78
HMEERREBATRELERRZ
MBEHMEZBERAME -

WEERBEAREGBFTTRED
B - B E RRm (A BB OB = K T
T

RRAXEENE BERREEBFR
EEZREXBERDIZEEMERA
FHREAERRREEZERHEE
VERBHIEEEARBEEANER °



Notes to the Financial Statements

87l 5 % 2 Bid 5E

For the year ended 31 December 2018 #HZ_ZT—N\F+-_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(f)

(9)

Intangible assets

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

Gains or losses arising from derecognition of an intangible
asset are measured as the difference between the net
disposal proceeds and the carrying amount of the asset
and are recognised in profit or loss in the period when
the asset is derecognised.

Leases

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

The Group as lessor

Amounts due from lessees under finance leases are
recognised as receivables at the amount of the Group's net
investment in the leases. Finance lease income is allocated
to accounting periods so as to reflect a constant periodic
rate of return on the Group's net investment outstanding
in respect of the leases.
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For the year ended 31 December 2018 #HZ—_ZT—N\F+_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(9)

(h)

Leases (Continued)
The Group as lessee

Assets held by a lessee under finance leases are recognised
as assets of the Group at the lower of the fair value of
the leased assets and the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the statement of consolidated financial
position as finance lease obligation. Finance charges,
which represent the difference between the total leasing
commitments and the fair value of the assets acquired,
are charged to profit or loss over the term of the relevant
lease so as to produce a constant periodic rate of charge
on the remaining balance of the obligations for each
accounting period.

Rentals payable by a lessee under operating leases are
charged to profit or loss on a straight-line basis over the
term of the relevant lease. Lease incentives received are
recognised in profit or loss as an integral part of the
aggregate net lease payments made. Contingent rentals
are charged as expenses in the accounting period in which
they are incurred.

Impairment of tangible and intangible assets other
than goodwill

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

Intangible assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment
at least annually, and whenever there is an indication that
the asset may be impaired. Recoverable amount is the
higher of fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are
discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time
value of money and the risks specific to the asset for
which the estimates of future cash flows have not been
adjusted.
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For the year ended 31 December 2018 #HZ_ZT—N\F+-_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(h)

()

Impairment of tangible and intangible assets other
than goodwill (Continued)

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

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

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the market place.

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables arising
from contracts with customers which are initially measured
in accordance with HKFRS 15 during the Track Record
Period. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities
at fair value through profit or loss) are added to or
deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition of
financial assets or financial liabilities at fair value through
profit or loss are recognised immediately in profit or loss.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

Financial instruments (Continued)

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

Financial assets

Classification and subsequent measurement of financial
assets

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

the financial asset is held within a business model whose
objective is to collect contractual cash flows; and

the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

Financial assets that meet the following conditions
are subsequently measured at fair value through other
comprehensive income (“FVOCI”):

the financial asset is held within a business model whose
objective is achieved by both collecting contractual cash
flows and selling; and

the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding.

All other financial assets are subsequently measured at fair
value through profit or loss (“FVPL"), except that at the
date of initial recognition of a financial asset the Group
may irrevocably elect to present subsequent changes in
fair value of an equity investment in OCI if that equity
investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 “Business Combinations"
applies.
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Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(i) Financial instruments (Continued)

Financial assets (Continued)

Classification and subsequent measurement of financial

assets

(i)

(ii)

(Continued)
Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost and calculated by
applying the effective interest rate to the gross
carrying amount of a financial asset except for
financial assets that have subsequently become
credit-impaired (see below). For financial assets that
have subsequently become credit-impaired, interest
income is recognised by applying the effective
interest rate to the amortised cost of the financial
asset from the next reporting period. If the credit
risk on the credit-impaired financial instrument
improves so that the financial asset is no longer
credit-impaired, interest income is recognised by
applying the effective interest rate to the gross
carrying amount of the financial asset from the
beginning of the reporting period following the
determination that the asset is no longer credit
impaired.

Financial assets at FVPL

Financial assets that do not meet the criteria for
being measured at amortised cost or FVOCI or
designated as FVOCI are measured at FVPL.

Financial assets at FVPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss. The
net gain or loss recognised in profit or loss excludes
any dividend earned on the financial asset and is
included in the “other gains and losses” line item.
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For the year ended 31 December 2018 #HZ—_ZT—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

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

The Group recognises a loss allowance for expected credit
losses (“ECL”) on financial assets which are subject to
impairment under HKFRS 9 (including trade and other
receivables, other financial assets measured at amortised
cost and bank balances). The amount of ECL is updated
at each reporting dates to reflect changes in credit risk
since initial recognition.

Lifetime ECL represents the ECL that will result from
all possible default events over the expected life of the
relevant instrument. In contrast, 12-month ECL (“12m
ECL") represents the portion of lifetime ECL that is
expected to result from default events that are possible
within 12 months after each reporting date. Assessment
are done based on the Group’s historical credit loss
experience, adjusted for factors that are specific to the
debtors, general economic conditions and an assessment
of both the current conditions at the reporting date as
well as the forecast of future conditions.

The Group always recognises lifetime EGL for trade
receivables. The ECL on these assets are assessed
individually for debtors with significant balances.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless when there has been
a significant increase in credit risk since initial recognition,
the Group recognises lifetime ECL. The assessment of
whether lifetime EGL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(i)

Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, the Group
compares the risk of a default occurring on the
financial instrument as at each reporting date with
the risk of a default occurring on the financial
instrument as at the date of initial recognition.
In making this assessment, the Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

an actual or expected significant deterioration in
the financial instrument’s external (if available) or
internal credit rating;

significant deterioration in external market
indicators of credit risk, e.g. a significant increase
in the credit spread, the credit default swap prices
for the debtor;

existing or forecast adverse changes in business,
financial or economic conditions that are expected
to cause a significant decrease in the debtor’s ability
to meet its debt obligations;

an actual or expected significant deterioration in
the operating results of the debtor;

an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(i) Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

)

(if)

Significant increase in credit risk (Continued)

Irrespective of the outcome of the above
assessment, the Group presumes that the credit risk
has increased significantly since initial recognition
when contractual payments are more than 30
days past due, unless the Group has reasonable
and supportable information that demonstrates
otherwise.

The Group regularly monitors the effectiveness
of the criteria used to identify whether there has
been a significant increase in credit risk and revises
them as appropriate to ensure that the criteria are
capable of identifying significant increase in credit
risk before the amount becomes past due.

Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion
is more appropriate.
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Financial Statements

2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(i) Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(iii)

(iv)

Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events of default that have a detrimental
impact on the estimated future cash flows of
that financial asset have occurred. Evidence that a
financial asset is credit-impaired includes observable
data about the following events:

(@)  significant financial difficulty of the issuer or
the borrower;

(b)  a breach of contract, such as a default or past
due event;

(@) the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower’s
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

(e) the disappearance of an active market for
that financial asset because of financial
difficulties.

Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty
is in severe financial difficulty and there is no
realistic prospect of recovery, for example, when
the counterparty has been placed under liquidation
or has entered into bankruptcy proceedings,
whichever occurs sooner. Financial assets written
off may still be subject to enforcement activities
under the Group's recovery procedures, taking into
account legal advice where appropriate. A write-off
constitutes a de recognition event. Any subsequent
recoveries are recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(i) Financial instruments (Continued)

Financial assets (Continued)

Impairment of financial assets (Continued)

(v)

Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is based
on historical data adjusted by forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group
in accordance with the contract and the cash flows
that the Group expects to receive, discounted at
the effective interest rate determined at initial
recognition.

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the following
basis:

Nature of financial instruments (i.e. the Group's
trade and other receivables, finance lease
receivables and amounts due from customers are
each assessed as a separate group. Loans to related
parties are assessed for expected credit losses on
an individual basis);

Past-due status;
Nature, size and industry of debtors; and

External credit ratings where available.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING 2. F2EHHRBR @)

POLICIES (Continued)

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

(v) Measurement and recognition of ECL (Continued)

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortized
cost of the financial asset.

The grouping is regularly reviewed by management
to ensure the constituents of each group continue
to share similar credit risk characteristics.

The Group recognises an impairment gain or loss
in profit or loss for all financial instruments by
adjusting their carrying amount, with the exception
of trade and other receivables and other financial
assets measured at amortised cost, where the
corresponding adjustment is recognised through a
loss allowance account.

Financial liabilities and equity

Debt and equity instruments are classified as either
financial liabilities or as equity in accordance with the
substance of the contractual arrangements and the
definition of a financial liability and an equity instrument.

Equity instruments

An equity instrument is any contract that evidences a
residual interest in the assets of an entity after deducting
all of its liabilities. Equity instruments issued by group
entities are recognised at the proceeds received, net of
direct issue costs.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

Financial instruments (Continued)
Financial liabilities and equity (Continued)
Financial liabilities at amortised cost

All financial liabilities including trade and other payables
and amounts due to the Controlling Equity Holders
are subsequently measured at amortised cost using the
effective interest method.

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

De recognition of financial liabilities

The Group derecognises financial liabilities when, and only
when, the Group’s obligations are discharged, cancelled or
have expired. The difference between the carrying amount
of the financial liability derecognised and the consideration
paid and payable, is recognised in profit or loss.

Convertible bonds contains liability and equity components

The component parts of the convertible bonds issued
by the Company are classified separately as financial
liabilities and equity in accordance with the substance
of the contractual arrangements and the definitions of
a financial liability and an equity instrument. Conversion
option that will be settled by the exchange of a fixed
amount of cash or another financial asset for a fixed
number of the Company’s own equity instruments is an
equity instrument.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)

Convertible bonds contains liability and equity components
(Continued)

At the date of issue, the fair value of the liability
component is estimated using the prevailing market
interest rate for similar non-convertible instruments. This
amount is recorded as a liability on an amortised cost
basis using the effective interest method until extinguished
upon conversion or at the instrument’s maturity date.

The conversion option classified as equity is determined by
deducting the amount of the liability component from the
fair value of the compound instrument as a whole. This
is recognised and included in equity, net of income tax
effects, and is not subsequently remeasured. In addition,
the conversion option classified as equity will remain in
equity until the conversion option is exercised, in which
case, the balance recognised in equity will be transferred
to share premium. Where the conversion option remains
unexercised at the maturity date of the convertible bonds,
the balance recognised in equity will be transferred to
retained profits. No gain or loss is recognised in profit
or loss upon conversion or expiration of the conversion
option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components
in proportion to the allocation of the gross proceeds.
Transaction costs relating to the equity component are
charged directly to equity. Transaction costs relating to the
liability component are included in the carrying amount
of the liability portion and amortised over the lives of the
convertible bonds using the effective interest method.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

(4)

(k)

Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)

Convertible bonds contains liability and equity components
(Continued)

When the Company extinguishes a convertible bonds
before maturity through an early redemption or
repurchase in which the original conversion privileges
are unchanged, the Company allocates the consideration
paid and any transaction costs for the repurchase or
redemption to the liability and equity components of the
instrument at the date of the transaction. The method
used in allocating the consideration paid and transaction
costs to the separate components is consistent with that
used in the original allocation to the separate components
of the proceeds received by the Company when the
convertible instrument was issued. The gain or loss relating
to the equity component is recognised in equity. The gain
or loss relating to the liability component is recognised in
profit or loss.

Inventories

Inventories are carried at the lower of cost and net
realisable value. Costs of inventories are calculated using
the first-in first-out. Net realisable value represents the
estimated selling price for inventories less all estimated
costs of completion and costs necessary to make the sale.

Bank balances and cash

Bank balances and cash comprise cash at bank and on
hand, demand deposits with banks and other financial
institutions, and short-term, highly liquid investments
readily convertible into known amounts of cash and
which are subject to an insignificant risk of changes
in value, having been within three months of maturity
at acquisition. Bank overdrafts that are repayable on
demand and form an integral part of the Group’s cash
management are also included as a component of bank
balances and cash for the purpose of the consolidated
statement of cash flows.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(0]

Income tax

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

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

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

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that
it is probable that future taxable profits will be available
against which the asset can be utilised, are recognised.
Future taxable profits that may support the recognition
of deferred tax assets arising from deductible temporary
differences include those that will arise from the reversal
of existing taxable temporary differences, provided that
those differences relate to the same taxation authority
and the same taxable entity, and are expected to reverse
either in the same period as the expected reversal of
the deductible temporary differences or in periods into
which a tax loss arising from the deferred tax asset can
be carried back or forward. The same criteria are adopted
when determining whether existing taxable temporary
differences support the recognition of deferred tax assets
arising from unused tax losses and credits, that is, those
differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and
are expected to reverse in a period, or periods, in which
the tax loss or credit can be utilised.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

()

Income tax (Continued)

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

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of
the carrying amount of the assets and liabilities, using tax
rates enacted or substantively enacted at the end of the
reporting period. Deferred tax assets and liabilities are not
discounted.

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

Additional income taxes that arise from the distribution
of dividends are recognised when the liability to pay the
related dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset
against current tax liabilities, and deferred tax assets
against deferred tax liabilities, if the Group has the
legally enforceable right to set off current tax assets
against current tax liabilities and the following additional
conditions are met:
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(0]

(m)

Income tax (Continued)

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

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

o the same taxable entity; or

. different taxable entities, which, in each
future period in which significant amounts of
deferred tax liabilities or assets are expected
to be settled or recovered, intend to realise
the current tax assets and settle the current
tax liabilities on a net basis or realise and
settle simultaneously.

Provisions and contingent liabilities

i)

ii)

Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business
combination which are present obligations at
the date of acquisition are initially recognised at
fair value, provided the fair value can be reliably
measured. After their initial recognition at fair
value, such contingent liabilities are recognised
at the higher of the amount initially recognised,
less accumulated amortisation where appropriate.
Contingent liabilities assumed in a business
combination that cannot be reliably fair valued
or were not present obligations at the date of
acquisition.

Provisions and contingent liabilities

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

(m) Provisions and contingent liabilities (Continued)

ii)

Provisions and contingent liabilities (Continued)

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

(n) Related parties

a)

b)

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

i has control or joint control over the Group;

ii) has significant influence over the Group; or

i) is a member of the key management
personnel of the Group or the Group's
parent.

An entity is related to the Group if any of the
following conditions applies:

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

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

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

—NEFE+-A=+—HILFE

FTE2EHBRRBE @

(m) BERIAEEE)

ii)

RERKARME(E)

fid 48 7 R 2= SN 2 AT BE ME K -
NELRAEESBELETEZ
Hat o AIREBEERTHEE KA
BE - WEER = INK 2T 8e 1%
BRI BIBR SN o MAERE 2 gE R
FEBERFERIXZRAKRSE
HREEEREEESSFA

NEHEBRIABE  HELEF
7 SN 2 7T B8 M AR AR B BR A o

(n) BEHA

a)

b)

BEALTR—RBALTHRALTZ
BMETIREXE Mz AL:

i) 22 ) 75 5 [ Bk Ak A £ ) AR
£H:

iy AHAKREBRESATE
higk

iy AAEENREGRARMNE
ZEBASE -

fWERTIERER  ZE®

IR AEAREERHE

i) ZEREAEEEBR %
B8]9S UNCIIQAIESSNC]
MEAR - RRMEARA
EBERM@E) -

—ERES—
Ffr%%lbﬁ"lf%ii%

ANBERRHAEA

)E’]H EHBERA -

ii)

?ﬁ'\ﬁ mf
i
aF
&

el D) |

i) ZERHEAERAR-—
ZHHAEE AT



Notes to the Financial Statements

87l 5 % 2 Bid 5E

For the year ended 31 December 2018 #HZE=—F

2.

SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

(n)

(o)

Related parties (Continued)

iv)

V)

Vi)

vii)

viii)

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).

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.

Close members of the family of a person are those
family members who may be expected to influence, or
be influenced by, that person in their dealings with the

entity.

Revenue recognition

Revenue is recognised in profit or loss when the Group
satisfies a performance obligation by transferring a
promised good or service (i.e. an asset) to a customer. An
asset is transferred when the customer obtains control of
that asset. Revenue may be over time or at a particular
point in time. Revenue is recognised over time when one
of the following criteria is satisfied:

(@) the customer simultaneously receives and consumes
the benefits provided by the Group’s performance
as the Group performs;

(b)  the Group’s performance creates or enhances an
asset that the customer controls as the asset is
created or enhanced; or

(@) the Group's performance does not create an asset
with an alternative use to the Group and the
Group has an enforceable right to payment for
performance completed to date.

Revenue is recognised at a particular point in time (i.e.
when the customer obtains control of the promised goods
or service) when none of the abovementioned criteria are

satisfied.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(o) Revenue recognition (Continued)

i)

ii)

Sale of goods

Revenue (net of value added tax or other sales
taxes) is recognised at a particular point in time
when customers have control over the promised
goods, which is generally the time when goods are
delivered to customers and customers have accepted
the goods.

Rendering of services

Revenue is recognised at a particular point in time
when the services are rendered.

(p) Employee benefits

i)

Short term employee benefits and
contributions to defined contribution
retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution plans and the
cost of non-monetary benefits are accrued in the
year in which the associated services are rendered
by employees. Where payment or settlement is
deferred and the effect would be material, these
amounts are carried at their present values.

The Group operates a Mandatory Provident Fund
Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance
for employees employed under the jurisdiction of
the Hong Kong Employment Ordinance. The MPF
scheme is a defined contribution retirement plan
administered by independent trustees. Under the
MPF scheme, the employer and its employees are
each required to make contributions to the plan at
5% of the employees’ relevant income, subject to
a cap of monthly relevant income of HK$30,000
(HK$25,000 prior to June 2014). Contributions to
the plan vest immediately.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

Employee benefits (Continued)

ii)

Share-based payments

The employees of the Company’s subsidiaries
which operate in the People’s Republic of China
("PRC") 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 its payroll costs
to the central pension scheme. The contributions are
charged to profit or loss as they become payable
in accordance with the rules of the central pension
scheme.

The fair value of share options granted to
employees is recognised as an employee cost with
a corresponding increase in a capital reserve within
equity. The fair value is measured at grant date
using the Black Scholes Option Pricing Model,
taking into account the terms and conditions
upon which the options were granted. Where the
employees have to meet vesting conditions before
becoming unconditionally entitled to the share
options, the total estimated fair value of the share
options is spread over the vesting period, taking into
account the probability that the options will vest.

During the vesting period, the number of share
options expected to vest is reviewed. Any resulting
adjustment to the cumulative fair value recognised
in prior years is charged/credited to profit or loss for
the year under review, unless the original employee
expenses qualify for recognition as an asset, with
a corresponding adjustment to capital reserve. On
vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of share
options that vest (with a corresponding adjustment
to the capital reserve) except where forfeiture is only
due to not achieving vesting conditions that relate
to the market price of the Company’s shares. The
equity amount is recognised in capital reserve until
either the option is exercised (when it is transferred
to the share premium account) or the option expires
(when it is released directly to retained profits).
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For the year ended 31 December 2018 #HZ—_ZT—N\F+_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(p)

(a)

Employee benefits (Continued)
iii)  Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a
result of voluntary redundancy by having a detailed
formal plan which is without realistic possibility of
withdrawal.

Foreign currencies translation

These financial statements are presented in Hong
Kong dollars, which is the Company’s functional and
presentation 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
ruling at the dates of the transactions. Monetary assets
and liabilities denominated in foreign currencies are
retranslated at the functional currency rates of exchange
ruling at the end of the reporting period. All differences
are taken to 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
determined.

The functional currencies of certain 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 the presentation
currency of the Company at the exchange rates ruling
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 the other
comprehensive income and accumulated in the exchange
fluctuation reserve.
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For the year ended 31 December 2018 #HZ_ZT—N\F+-_A=+—HILFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

(r)

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified
from the financial information provided regularly to
Group’s most senior executive management for the
purposes of allocating resources to, and assessing the
performance of, the Group’s various lines of business and
geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar in respect of the nature of products and
services, the nature of production processes, the type or
class of customers, the methods used to distribute the
products or provide the services, and the nature of the
regulatory environment. Operating segments which are
not individually material may be aggregated if they share
a majority of these criteria.

NEW AND REVISED HKFRSs APPLIED

In the current year, the Group has applied a number of new
standards and interpretation issued by the HKICPA for the
first time of which the followings are relevant to the Group's
consolidated financial statements:

HKFRS 9 Financial Instruments;
HKFRS 15 Revenue from Contracts with Customers and

amendments to HKFRS 15; and

HK(IFRIC) Interpretation 22 Foreign Currency Transactions
and Advance Consideration.

Except for the effect stated below, the adoption of the new
and revised HKFRSs has no material impact on the Group's
consolidated financial statements.
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3. NEW AND REVISED HKFRSs APPLIED (Continued)

(A)

Application of HKFRS 9

HKFRS 9 Financial Instruments replaces HKAS 39 Financial
Instruments: Recognition and Measurement for annual
periods beginning on or after 1 January 2018, bringing
together three aspects of the accounting for financial
instruments: classification and measurement; impairment;
and hedge accounting. The Group has applied HKFRS
9 retrospectively, with the initial application date of
1 January 2018.

(@)

Classification and measurement

HKFRS 9 basically retains the exiting requirements
in HKAS 39 for the classification and measurements
of financial liabilities. The adoption of HKFRS 9
has no material impact on the Group’s accounting
policies related to financial liabilities. Under HKFRS
9, financial assets are measured at its fair value plus,
in the case of a financial assets not at fair value
through profit or loss, transaction cost at initial
recognition and subsequently measured at FVPL,
amortised cost, or FVOCI. The classification is based
on two criteria: the Group’s business model for
managing the assets; and whether the instrument'’s
contractual cash flows represent solely payments
of principal and interest on the principal amount
outstanding (the “SPPI” criterion).

The new classification and measurement of
the Group’s financial assets are as follows:

= Debt instruments at amortised cost
that are held within a business
model with the objective to hold the
financial assets in order to collect
contractual cash flows that meet the
SPPI criterion. This category includes
the Group’s bank balances and cash,
loan receivable, trade receivables,
finance lease receivables and financial
assets included in other receivables and
deposits.
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3.

NEW AND REVISED HKFRSs APPLIED (Continued)

(A)

Application of HKFRS 9 (Continued)

(a)

Classification and measurement (Continued)

) Classification and measurement of financial

assets (Continued)

= Financial assets at FVPL

debt

assets at FVPL.

The assessment of the Group’s business
model was made as of initial application,
and then applied
retrospectively to those financial assets that
January
2018. The assessment of whether contractual
cash flows on debt instruments are solely
comprised of principal and interest was made
based on the facts and circumstances as at

i.e. 1 January 2018,

were not derecognised before 1

the initial recognition of the assets.

include
instruments whose cashflow
characteristics fail the SPPI criterion
or are not held within a business
model whose objective is either to
collect contractual cash flows, or to
both collect contractual cash flows
and sell. Under HKAS 39, those debt
instruments were classified as financial
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3. NEW AND REVISED HKFRSs APPLIED (Continued)

(A) Application of HKFRS 9 (Continued)

(a) Classification and measurement (Continued)

(1

Impairment

The adoption of HKFRS 9 has changed the
Group’s impairment model by replacing
the HKAS 39 “incurred loss model” to the
"expected credit losses (“ECLs”) model”.
HKFRS 9 requires the Group to recognised
ECL for other receivables and deposits earlier
than HKAS 39. Loan receivables, trade
receivables, finance lease receivables and
bank balances and cash are subject to ECL
model but the Group considered the effect
of impairment is insignificant for the current
year.

Under HKFRS 9, the losses allowances are
measured on either of the following bases:
(1) 12 months ECLs: these are the ECLs that
result from possible default events within the
12 months after the reporting date: and (2)
lifetime ECLs: these are ECLs that result from
all possible default events over the expected
life of a financial instrument.

Other receivables and deposits

Other receivables and deposits are measured
at amortised cost. Upon the implementation
of HKFRS 9, expected credit loss allowances
of approximately HK$842,000 has been
recognised against accumulated losses as at
1 January 2018.
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3. NEW AND REVISED HKFRSs APPLIED (Continued)

(A) Application of HKFRS 9 (Continued)

(a) Classification and measurement (Continued)

()

Transition

The Group has applied the transitional
provision in HKFRS 9 such that HKFRS 9
was generally adopted without restating
comparative information. The reclassifications
and the adjustments arising from the new
ECLs rules are therefore not reflected in the
consolidated statement of financial position
as at 31 December 2017, but are recognised
in the consolidated statement of financial
position on 1 January 2018. This mean
that differences in the carrying amounts
of financial assets and financial liabilities
resulting from the adoption of HKFRS 9
are recognised in accumulated losses and
reserves as at 1 January 2018. Accordingly,
the information presented for 31 December
2017 does not reflect the requirements of
HKFRS 9 but rather those of HKAS 39.

The following assessments have been made
on the basis of the facts and circumstances
that existed at the date of initial application
of HKFRS 9:

. The determination of the business
model within which a financial asset is
held;

3 The designation and revocation of

previous designations of certain
financial assets and financial liabilities
as measured at FVPL; and

3 The designation of certain investments
in equity investments not held for
trading as at FVOCI.

If an investment in a debt investment had low
credit risk at the date of initial application of
HKFRS 9, then the Group has assumed that
the credit risk on the asset had not increased
significantly since its initial recognition.
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3. NEW AND REVISED HKFRSs APPLIED (Continued) 3. BEJF?H@#-E%T&%@“%%T@%EH%*E%%
Al (&)
(A) Application of HKFRS 9 (Continued) (A) EREBNKHREEREIR(H)
(a) Classification and measurement (Continued) (@ PEREGE)
(IV)  Classification and measurement of financial W) ZHEENSEREIE
liabilities
Under HKFRS 9, for a financial liability BIRB BN G HREEASE
designated as at FVPL, the amount of change 9% - NI EKRAFE
in the fair value of the financial liability that Bif \EmMEBAEEM
is attributable to changes in the credit risk T HRAZEBREEREE
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in other comprehensive income, with the EATEEZSHHNEEEA
remaining amount of change in the fair value REMEEKREANZT]
of the liability being presented in profit or CHEBEAFEEZSHT
loss (unless the treatment of the effects of HeBERNEFI29 (BRI
changes in the liability’s credit risk would HzaBEEERBEHA
create or enlarge an accounting mismatch in EXNTENRESHA
profit or loss and in which case all gains or HEKSEA G TR
loss on that liability are presented in profit or FEUBERATZEBENME
loss). Wk BB AR EBE N2
5l)) e
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application of HKFRS 9 in respect of financial BF 75 ¥ 5 ZE B S595% A 8
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requirements has had no impact on the TE S ARG B IS Rk 0 MR A
consolidated financial statements. BRAER 2 -
(V) Hedge accounting (v) #HHEaE
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3. NEW AND REVISED HKFRSs APPLIED (Continued)

(B)

Application of HKFRS 15

HKFRS 15 has replaced HKAS 11 Construction
Contracts, HKAS 18 Revenue and other revenue-related
interpretations. Under HKAS 11 and HKAS 18, revenue
arising from construction contracts and provision of
services was recognised over time whereas revenue from
sale of goods was generally recognised at a point in
time when the risks and rewards of ownership of the
goods was passed to the customers. Under HKFRS 15,
revenue is recognised when the customer obtains control
of the promised good or service in the contract. This
may be at a single point in time or over time. HKFRS
15 has introduced additional qualitative and quantitative
disclosure requirements which aim to enable users of the
financial statements to understand the nature, amount,
timing and uncertainty of revenue and cash flows arising
from contracts with customers.

Management has assessed the impact and concluded that
the application of HKFRS 15 has not had any material
impact on the Group’s consolidated financial statements.

ACCOUNTING ESTIMATES AND JUDGEMENT

Key sources of estimation uncertainty

In the process of applying the Group’s accounting policies,
management has made certain key assumptions concerning the
future, and other key sources of estimated uncertainty at the
end of the reporting period, that may have a significant risk of
causing a material adjustment to the carrying amounts of assets
and liabilities within the next financial year, as discussed below.

(i)

Property, plant and equipment and depreciation

The Group’s management determines the estimated
useful lives and related depreciation charges for its
property, plant and equipment. This estimate is based
on the historical experience of the actual useful lives
of property, plant and equipment of similar nature and
functions. It could change significantly as a result of
technical innovations and competitor actions in response
to severe industry cycles. Management will increase the
depreciation charge where useful lives are less than
previously estimated lives, or it will write-off or write-
down technically obsolete or non-strategic assets that
have been abandoned or sold.
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4. ACCOUNTING ESTIMATES AND JUDGEMENT (Continued)

Key sources of estimation uncertainty (Continued)

(i)

(iii)

(iv)

Impairment of finance lease receivables

The Group’s finance lease receivables are assessed for
impairment based on the expected credit loss model
required by HKFRS 9, taking into account: (i) whether
the finance lease receivables have been past due; and
(i) whether the repayments are in accordance with
repayment schedules together with forward looking
information and other assessment indications. Changing
the assumptions selected by management to determine
the level of impairment, could materially affect the amount
of impairment.

Impairment on trade receivable and other
receivables and deposits

The Group’s trade receivables and other receivables
and deposits are assessed for impairment based on
the expected loss model required by HKFRS 9. The
assessment made by management has taken into account
relevant historical information adjusted for forward
looking information available to management at the date
of assessment (to the extent that such information is
reasonable and supportable without undue cost or effort).
Impairment losses are also recognised for the current year
(please see Notes 20 and 23). Management has exercised
judgment in estimating the amount of expected credit
loss. If the actual outcome is different from management’s
estimate, an additional impairment loss or reversal of
impairment loss may arise.

Impairment of goodwill and intangible assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the value in use of
the cash-generating units to which goodwill has been
allocated. The value in use calculation requires the
directors to estimate the future cash flows expected to
arise from the cash-generating unit and a suitable discount
rate in order to calculate the present value.
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ACCOUNTING ESTIMATES AND JUDGEMENT (Continued)

Key sources of estimation uncertainty (Continued)
(v) Income tax

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

SEGMENT REPORTING

For management purposes, the Group is organised into business
units based on its products and services and has the reportable
operating segments as follows:

(@)  the trading business segment is engaged in the trading
of goods, components and accessories;

(b)  financial services business segment is engaged in provision
of finance lease services, provision of money lending
services and provision of securities services;

(c)  the information technology business segment is engaged
in distributorship of information technology products and
the provision of relevant technical support services; and

(d)  other business segment is engaged in servicing business,
such as training course provision.

Executive directors of the Company, who are the chief operating
decision makers, monitor the results of its operating segments
separately for the purpose of making decisions about resources
allocation and performance assessment. Segment performance is
evaluated based on reportable segment profit or loss, which is
a measure of adjusted profit/loss before tax. The adjusted profit
or loss before tax is measured consistently with the Group's
profit/loss before tax except that interest income, finance costs,
equity-settled share option expenses, as well as head office and
corporate expenses are excluded from such measurement.

Revenue and expenses are allocated to the reportable segments
with reference to sales generated by those segments and the
expenses incurred by those segments or which otherwise arose
from the depreciation or amortisation of assets attributable to
those segments.

2 5t 51 K2 I & ()
AT FEM ZEERRE)
v) FEH

AEBARZEREERBAMAE
W EEERRMERBER  AE
BFELHERAN - FEZRXHRFAHE
gk 2 mERBEES EER — K
EBBRETHEE AFEREHES
BRNBEINHRNMGE  RBERARS
EFEARABE MLFEMHNR
RUBRRBNN NI R U
FERHRTEELLETE T BENM
SR AE TR AR -

NEWIHRS

RABER  NEBEREHEmMKERBE RS
RIBEEBEL  NEBZEBERHD WA
T

(@) BEEm EHREGZESEBS

o mf

(b) WRERHBEBERS  REKER
BRREHESZRE D H 2B REE

o3 E

© RESHEAMKERREHBAK
M ERFZEARRET D Rk

d) WERBER(MEHRFIRE)ZE

ERIBLERRAZARRNTESTBEY
EREEBOIMIER  BNARARERSE
REBFEFELRER - D HRBLREBD &
mA KB IRIEL TG - 2® 0 BENKEE
DRBEHATSRABREN, BEOF8EM -
BB AR ENKERERNKEZRH
AEFERAE R XA ELTE
EAEBA BEKA ABREGENESL
BREMS ARENFERARMAX -

WEHERX D2 ERELMELEZHER
ZENMELEZRAX  RREDHEEEE
FERBEOIEETHREN -
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

SEGMENT REPORTING (Continued)

Segment assets include non-current assets and current assets
with the exception of certain assets unallocated to an individual

reportable segment.

Segment liabilities include non-current liabilities and current
liabilities with the exception of tax payable and other unallocated
head office and corporate liabilities as these liabilities are

managed on a group basis.

For the year ended 31 December 2018

NEERE (@)

SREECEERDAER RDEE
TRERSEEENTREH B2 ET A

= o

DHMABRERERDABRARBEE - ET
BREEEEZENBBAREM KD EZ
MERERRBAEE -

BE-_Z2-/N\F+-A=+t—-HILFE

Financial Information

Trading services technology Other
business business business business Total Unallocated Group Total
SRR ERME

HK$'000 FaERT ESER £% % HitEE A&t AAE AREA
Segment revenue: Gk 1 ON
Revenue from external customers REMEER ZHWA 485,469 73,812 504 - 559,785 - 559,785
Segment loss PHER (3.532) (88,097) (3.511) - (95,140) — (95,140)
Interest income FEKA 43 13 1 - 57 - 57
Finance costs HERK (369) - - - (369) (11,887) (12,256)
Other expenses Hh 5% - - - - - (12,365) (12,365)
Loss before tax BHRAESR (3.858) (88,084) (3.510) - (95.,452) (24,252  (119,704)
Additions to non-current assets REFRDEE - 104 - - 104 2,081 2,185
Provision for impairment loss on trade & 5 B R EF B

receivables g (2.163) - (3,054) - (5,217) - (5,217)
Provision for impairment loss on HEREEREE

goodwill - (5,803) - - (5,803) - (5,803)
Provision for impairment loss on BARFE  RERAM

prepayments, deposits and other U B R B EE

receivables Bt - (64,422) - - (64,422) - (64,422)
Written off of inventories 7 E MR (31) — — — (31) — (31)
Written off of bad debts 2R MR - - - - - (154) (154)
Depreciation of property, plant and NE BERRENE

equipment (5) (485) (5) — (495) (1,337) (1,832)
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

SEGMENT REPORTING (Continued)

For the year ended 31 December 2017

NEER S (@)

BE-_Z—tH+=-A=+—HLEFE

Financial  Information
Trading services  technology Other
business business business business Total  Unallocated  Group Total
2RR%E  EARR
HK$'000 THT BHEK %% 5% HER A& AOBR AKEAF
Segment revenue: AHBA:
Revenue from external customers RENMEEPZHA 325,217 104,155 812 = 430,184 = 430,184
Segment profit/(loss) AEbEF/ (EBR) (260) 8,261 (323) (43) 7,635 107 7,742
Interest income FEKA 38 21 1 - 60 — 60
Finance costs REKA (351) = = = (351) (20,832) (21,183)
Gain on extinguishment of convertible & 5§ A AR B4 E R H
bonds liability component oW = = = = = 31,162 31,162
Other expenses HiR % = = = — — (17,871) (17,871)
Profit/(loss) before tax BHaEN/(BHR) (573) 8,282 (322) (43) 7,344 (7,434) (90)
Addtions to non-current assets REFTRBDEE = 564 = = 564 2,498 3,062
Provision for impairment loss on loan  EWMEFHESER A
receivables = (1,000 = = (1,000 = (1,000)
Provision for impairment loss on BERRE ReRkEf
prepayments, deposits and other ERFREREER
receivables B = (285) = = (285) = (285)
Written off of inventories FEME (50) — (87) — (137) — (137)
Written off of bad debts ZHRME = 97 = = 97 (3,106) (3,009)
Depreciation of property, plant and nE BERZBETE
equipment (44) (747) (41) = (832) (2,953) (3,785)




Notes to the Financial Statements

871 5 i 2% Bid 5E

For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

SEGMENT REPORTING (Continued)

As at 31 December 2018

bt

NEERE (@)

R=ZE-—N\E+=-A=+—H

Financial Information

Trading services technology Other
business business business business Total Unallocated Group Total
SREE EARK
HK$'000 TET EEES % £% HttEE &t APB KEEA
Segment assets ABEE 12,597 673,685 1,336 - 687,618 — 687,618
Bank balances and cash BOEBRAS —

— general accounts —REP - - - - - 262 262
Other assets HthEE - - - - - 9,668 9,668
Total assets EERD 12,597 673,685 1,336 — 687,618 9,930 697,548
Segment liabilities AHERE (6,300)  (496,849) (1,827) —  (504,976) —  (504,976)
Convertible bonds AR E 5 - - - - —  (105,651)  (105,651)
Other liabilities Hi At - - - - - (76,162) (76,162)
Total liabilities BEEE (6,300)  (496,849) (1,827) —  (504,976)  (181,813)  (686,789)
As at 31 December 2017 R=2—-—tF+=A=+—H

Financial  Information
Trading services  technology Other
business business business business Total  Unallocated ~ Group Total
SRR BARE
HK$'000 FTET ECES % % HtEB A& AR AEEAH
Segment assets AHEE 15,533 2,194,586 4,614 51 2,214,784 — 2214784
Bank balances and cash BOEBRAS —

— general accounts —RERP = = = = = 3,479 3,479
Other assets HtBE = = = = = 5,988 5,988
Total assets EERE 15,533 2,194,586 4,614 51 2,214,784 9,467 2,224,251
Segment liabilities AHEE (6,002)  (1,920,864) (2,526) — (1,929,392 —  (1,929,392)
Convertible bonds AR ES — - - = = (95,940)  (95,940)
Promissory notes AAER = = = = — (27,622) (27,622)
Other liabilities HiafE — — — — — (30,137) (30,137)
Total liabilities AEAE (6,002)  (1,920,864) (2,526) —  (1,929392)  (153,699) (2,083,091)
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bt

SEGMENT REPORTING (Continued)

Geographical information

(a)

(b)

Revenue from external customers

NEER S (@)

EFHER

(a)

RESNEEFZBA

Year ended 31 December

BE+T-A=t—-HLFE

2018 2017
—EB-N\f —E

HK$'000 HK$'000

FET FHET

Hong Kong i 486,799 328,371
Mainland China =N 72,986 101,813
559,785 430,184

The revenue information is based on the location of the
customers.

Non-current assets — property, plant and equipment

(b)

WABBTIARFRER B KIE

HARBEE — WX BERRKE

As at 31 December

R+=B=+—8~
2018 2017
—E-NE —ET—+F
HK$'000 HK$'000
FHET FBT
Hong Kong o 1,969 2,908
Mainland China B K e 713 1,103
2,682 4,011

The non-current asset information above is based on the
location of assets.

LIERBEEEMTIAEEMREL
RERIR e
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

5. SEGMENT REPORTING (Continued)

Information about major customers

Revenues from customers contributing 10% or more of the total

sales of the Group are as follows:

5. 9BHRS @
FTEEFZEH

REAHANEBEHEABERI0%I A LTS
ZWAT

Year ended 31 December

BE+t-A=t-BHLEE

2018 2017
—E-N\F —E—t+F
HK$'000 HK$'000
THER FTET
Customer A — revenue from trading business EPA—REESEBIHWA

— Hong Kong — & 422,450 255,255

Customer B — revenue from finandial services business ~ &FB — KAS BRBEEBL WA
— PRC — - 51,505
422,450 306,760

6. REVENUE AND OTHER INCOME 6. WAREfUA

Revenue represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, the value of services
rendered and interest income from financial services business
during the year. An analysis of revenue and other income is as

WATEFRHEEER(FREERERES
FHB)ZBEEFE FFREBRG2EBER
SRRAEEE 2 F BUA o WA K EHAb U A
2T

follows:
Year ended 31 December
BE+-A=1-BLEE
2018 2017
—E-N\E —E—+tF
HK$'000 HK$'000
THER FTET
Revenue: WA
Revenue from trading business BHEB WA 485,469 325,217
Revenue from financial services business SRS EB 2 BA 73,812 104,155
Revenue from information technology business BEARBEER 2 BA 504 812
559,785 430,184
Other income, other gains and losses: HittA - Htt B2 R E#H
Interest income on bank deposit BIIFRZFBWA 57 60
Investment income BEWA 77 =
Gain on extinguishment of convertible bonds liability &t 85 AJ £ B & 5 & & 5 W 28
component — 31,162
Sundry income HEA 1,278 1,587
1,412 32,809
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

7. FINANCE COSTS 7. ®MEMRN
Year ended 31 December
BE+-A=t-HLFE
2018 2017
—E-N\F “FtF
HK$'000 HK$'000
FEx FET
Imputed interest charge on convertible bonds AR ESZHEERERY
(note 1) (I =E1) 9,71 12,702
Imputed interest charge on promissory notes EREBZMEMNERX 1,272 3,839
Coupon interest charge on promissory notes EREBZBRRAX — 123
Interest charge on bank borrowings RITERMERX 62,717 77,922
Interest charge on other borrowings HERMERT 881 4,099
Interest charge on finance lease obligation (note 2) &M &&YE 2 7 2552 (K 72) 23 69
74,604 98,754
Less: interest charge on bank borrowings included AR RRBERHEEK AL
in cost of sales for financial services business RITERFI BHX (62,348) (77,571)
12,256 21,183
Notes: B 5

(1) The charge represents the imputed interest on the liability
component of the convertible bonds for the year.

2) Interest on financing the acquisition of motor vehicles.

) ZAXEAFENBREESEESSZHE
HAE e

(2 BEREBREZNE -
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

8.

LOSS BEFORE TAX

8. MiRAIFE

The Group’s loss before tax is arrived at after charging: AEBNGRBAIEELSCHMBR TS IEEZE

B

Year ended 31 December

BE+-A=t-BHLEE

2018 2017
—E-N\E 25
HK$'000 HK$'000
THER FTHT
(a) Staff costs (including directors’ emoluments): @ BIKEXBEESH:)
Salaries, wages and other benefits e ITEREMBAH 14,465 19,431
Pension scheme contributions BIRE BT 260 242
14,725 19,673
(b) Other items: (b) HIHE :
Auditors’ remuneration — audit services ZEMME — ZERB 816 800
Depreciation of property, plant and equipment ME - - BERRENE 1,832 3,785
Operating lease payments in respect of office MAEMEZREHE
premises 3% 3,786 2,849
Provision for impairment loss on goodwill EERERBRE 5,803 —
Provision for impairment loss on trade BHEWFKBREERE
receivables BE 5,217 —
Provision for impairment loss on loan receivables JE I & SR (B S B 4 — 1,000
Provision for impairment loss on prepayments, BAMIE ReREM
deposits and other receivables JE W R IE R E B B 64,422 285
Written off of inventories 75 & 31 137

Written off of bad debts

2 BR MR 154 3,009
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9. DIRECTORS' EMOLUMENTS 9. EEME
The remuneration of directors during the year were as follow: FAESEMEHT
2018 2017
—E-N\E —T—+tF
HK$'000 HK$'000
TERT FTET
Executive directors: HITES:
Fees e — =
Other emoluments: Hirf < :
Salaries, housing allowances, other allowances and e BEEL - EfEE
benefits in kind R EWH &= 4,680 4,680
Pension scheme contributions BREFTE 36 36
4,716 4,716
Independent non-executive directors: BUFHTES:
Fees we 360 350
5,076 5,066

During the years ended 31 December 2018 and 2017, no share
option was granted.

(@) Independent non-executive directors

The fees paid to independent non-executive directors
during the year were as follows:

HE T N\FER-_ZE—+E+-_F=+—

BIESE  YERXRBEMELBRE -

(@) BIFMITES

FRACNBIFATERTZRSWT

Equity-settled
share option

Total

Fees expenses  emoluments
LREZED
BrRERE
e B X B & 4 58
HK$'000 HK$'000 HK$'000
F#& T FHET FHET
2018: —E-NF:
Ng Kay Kwok REER 120 — 120
Yeung Mo Sheung, Ann PE Y 120 — 120
Au-Yeung Sei Kwok B 5 = B 120 — 120
360 — 360
2017: —E
Ng Kay Kwok RHEE 120 = 120
Yeung Mo Sheung, Ann HRE 120 = 120
Yip Kat Kong, Kenneth BEEI 20 — 20
Au-Yeung Sei Kwok B F5 + B 90 = 90
350 — 350
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

9. DIRECTORS" EMOLUMENTS (Continued)

9. EEME®

(b) Executive directors (b) BTE=E

Salaries, housing Equity-

allowances, other Pension settled
allowances and scheme share option Total
Fees benefits in kind contributions expenses emoluments

e EBE DN

R HMEA BhE HENEZRL
e REWAH & SEMR BREMRX Memm
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTET FET TET FTET FET

2018: —E-N\F:
Cheung Wai Yin, REE
Wilson — 3,900 18 — 3,918
Lau Chi Yan, Pierre 2B — 780 18 — 798
— 4,680 36 — 4,716
2017: —E—LtF:
Cheung Wai Yin, REE

Wilson — 3,900 18 — 3,918
Lau Chi Yan, Pierre 2181 = 780 18 = 798
— 4,680 36 — 4,716

There was no arrangement under which a director waived
or agreed to waive any remuneration during the years
ended 31 December 2018 and 2017.

During the years ended 31 December 2018 and 2017, no
emolument was paid by the Group to the directors as
an inducement to join or upon joining the Group or as
compensation for loss of office.

HE-T—\FR-B—LF+-A=
+—BLFE  EEEHERENE
FHRAABRREAWNE 2R -

BE-_T—\FER=Z—tF+=A
=+ HLEFE FAEEHRERES
AT E B - DAYE & 4R (58 E a0 A Sk R N
AREERZHREREBER/EE -
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For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

10. FIVE HIGHEST PAID EMPLOYEES 10.

The five highest paid employees during the year included 2
(2017: 2)  directors. Details of the emoluments of the
remaining 3 (2017: 3)  non-director, highest paid employee for
the year ended 31 December 2018 are as follows:

hegsSHMRES

FA IEEsFHNEERERE(ZT—
tF MBEF -BE_FT-/N\F+_A=
T—HIEFE EHR=R (T —+F:=8)
RRTMNGEFEEZMESFBOT:

2018 2017

— s —E—LF

HK$'000 HK$'000

FExT FE T

Salaries, allowances and benefits in kind e FUEKEDI= 2,993 2,925
Pension scheme contributions RIRE &R 54 54
Equity-settled share option expenses NRIEEENBEBERER — —
3,047 2,979

The emoluments of the three (2017: three) individuals with the
highest emoluments are within the following bands:

Z=B(CE—LtF ZR)ReFALTZH
B F AT & E :

2018 2017

—E-N\E =EF—LF

Number of Number of

individuals individuals

HK$ BT A" AN B
Nil — 1,000,000 2 %1,000,000 2 2
1,000,001 — 2,000,000 1,000,001% 2,000,000 1 1
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1.

INCOME TAX 11. FRfEW
Hong Kong profits tax was provided at the rate of 16.5% (2017: HE_Z - N\FR-Z—tF+-A=+—
16.5%) on the estimated assessable profits arising in Hong HERBEFEZ2BEBNGEREREBE
Kong for both years ended 31 December 2018 and 2017. The 2 A ERTE R 816.5% (ZE—+ 4 :
PRC enterprise income tax has been provided at the rate of 16.5%) 5T & - FE®EMBERIKR255% (ZF
25% (2017: 25%). Taxes on profits assessable elsewhere have — L F:25%) 2R IREE o Hibi[E e
been calculated at the prevailing rates of tax based on existing A 2 HIBEBERBITEAN  REBRE
legislation, interpretations and practices. BMEBRITMEAE -
Year ended 31 December
BEt+t-A=1+—-HLEE
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FEx T T
Hong Kong profits tax: BEENEH
— current year — REE — —
— under provision in prior years — BEFEEREIRE — 459
PRC enterprise income tax: B PTG
— current year — REE — 2,550
— under provision in prior years — BEFEEEIRE — 233
— 3,242
The tax charge for the year can be reconciled to the loss before FERBIHAHERBATEBHENAT
tax as follow:
Year ended 31 December
BEt+t-A=1+—-HLEFE
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FEx F& T
Loss before tax B 7% Al &5 48 (119,704) (90)
Tax at the applicable tax rate REABERGFENTIE (19,751) (15)
Effect of different taxation rates of other EMBERTREF Rz &
countries (5,958) 1,018
Income not subject to tax S VN (31,810) (6,057)
Expenses not deductible for tax purpose Gk kA 31,840 600
Tax losses not recognised REER T IEE 18 25,679 7,004
Tax under provided HIEBRETE — 692
Tax charge at the Group's effective rate BEASEERMEGFE 2HIEA
X i — 3,242

As at 31 December 2018, the Group has unused tax losses
of approximately HK$378,347,000 (2017: HK$222,716,000)
available for offset against future profits that may be carried
forward indefinitely. No deferred tax asset has been recognised
in respect of the tax losses due to the unpredictability of future

profit streams.

NRZE-NFE+-_B=+—8 "&EEKXFH
F 7% T8 /85 1B 49 /8 378,347,0008 T (ZZ —+
£ :222,716,000% 7t.) - A A 1 % PR HA K 84
RACHEF] o FBR A B TB ORI K HOH A 2R + A
EEVENRTESEERECHEBEEE -
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12.

13.

DIVIDEND

No dividend has been paid or declared by the Company during
the year (2017: Nil).

LOSS PER SHARE
The calculation of basic loss per share is based on the loss
attributable to owners of the Company and the weighted

average number of ordinary shares in issue during the year.

The calculation of basic and diluted loss per share is based on:

12.

13.

kR

RAFE  AARTEREFEXT KRS (=
T—LFE)-

SREA
SRR AR TR AR T RS A
155 15 98 T 2 48 PO LB 47 2 1 R 10 P 48 S 58
B E -
5 A E AT 88 54 TR B A T

Year ended 31 December

BE+t-A=1t—RHLEE

2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHEx FET
Loss %=
Loss attributable to owners of the Company F{EstEEREANEIE 2K
used in the basic loss per share calculation NEREEE AEILEE (92,051) (6,725)

Number of shares (thousands)

R&EE (FR)

Shares Bz 5
Weighted average number of ordinary shares & A B 2% 17 I 38 % 0 #

in issue during the year 15 2 2,040,094 1,803,053
Effect of 2015 CB —T-hFAMRESRZ

TE 173,913 173,913

Weighted average number of ordinary shares 3 % #) hn 4 S5 & B A&t

for the purpose of calculating loss per share & &% & 18 2,214,007 1,976,966

No diluted loss per share information presented for the years
ended 31 December 2018 and 2017 as the impact of the
convertible bonds and share options outstanding had anti-
dilutive effect on the basic loss per share.

BE_ZTZ— )\ -_ZT—tF+-_A=+—
HIEFE  ARERITENATRRESRE
EERESSRERNBBEAEREENE -
WM EETSREZEBZER -
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14. PROPERTY, PLANT AND EQUIPMENT

14. ME - - BERR

Computer
Leasehold and office
improvements equipment  Motor vehicles Total
ERRBAE
HENELE #E AE &t
HK$'000 HK$'000 HK$'000 HK$'000
THERT THERT THERT THERT
Cost: YA :
As at 1 January 2017 RZZ—+tF&—-H—H 1,648 1,671 6,759 10,078
Addition BE 2,498 546 = 3,044
Acquisition of subsidiaries e B Y /2 8 ) = 18 = 18
Disposal and written off & &R (779) (@) — (783)
Exchange realignment B X A B 65 31 83 179
As at 31 December 2017 REB—tF+-A=+—H
and 1 January 2018 R=ZZ-N\5—HA—H 3,432 2,262 6,842 12,536
Addition BE 2,040 145 — 2,185
Disposal of subsidiaries HEHB AR — (748) (2,557) (3,305)
Disposal and written off & & B (2,498) (316) (3,101) (5,915)
Exchange realignment fE 5 % (49) (38) (62) (149)
As at 31 December 2018 RZB-NF+=A=+-H 2,925 1,305 1,122 5,352
Accumulated depreciation and REATERRE:
impairment:
As at 1 January 2017 R-Z—+&—F—H 1,262 1,505 2,647 5,414
Provided for the year FEEE 2,169 202 1,414 3,785
Written back on disposal o 5 35 (765) ) — (767)
Exchange realignment B 5 38 B 52 10 31 93
As at 31 December 2017 and RZE—+tF+=A=+—H
1 January 2018 k=ZE-\F—H—H 2,718 1,715 4,092 8,525
Provided for the year FERB 860 186 786 1,832
Disposal of subsidiaries HERB AR — (748) (1,953) (2,701)
Written back on disposal 6 B 3 3 (2,498) (316) (2,067) (4,881)
Exchange realignment B %, 8 B (50) (14) (41) (105)
As at 31 December 2018 R-ZB-NF+=A=+—-8H 1,030 823 817 2,670
Net Book Value REFE:
As at 31 December 2018 R=ZB-N§+=A=+-8H 1,895 482 305 2,682
As at 31 December 2017 RZB—+4+=ZA=1+—H 714 547 2,750 4,011

The net book value of the Group’s motor vehicle includes an
amount approximately HK$nil (2017: HK$2,134,000) in respect
of assets held under finance leases.

AEBSE FERFECEREREM
EBEMEENBS B TL(ZT — L F:
2,134,0005% 7T) °
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15.

16.

INTANGIBLE ASSETS mIEEE
Trading right 5

2018 2017
—E-N\E —E—+tF
HK$'000 HK$'000
FHET T
As at 1 January Rn—A—H 5,705 2,805
Acquisition of a subsidiary (Note 38) Wb — M B8 A 5 (M3 5E38) — 2,900
As at 31 December R+=ZA=+—8 5,705 5,705

Trading right have indefinite useful life and therefore no
amortisation has been provided. No impairment was provided
during the years ended 31 December 2018 and 2017.

3 5 1 15 S 0 R R A O 0
Bl RE-F\ER-F LT+ A
S+ BULEE - B R A R -

GOODWILL 75
2018 2017

—E-N\E = i

HK$'000 HK$'000

THT FBIT

As at 1 January n—H—H 5,803 =
Acquisition of a subsidiary (Note 38) Uy B& — 5 BT B 2 =) (B &£ 38) — 5,803
Less: provision for impairment loss R R (B S 18 E (5,803) —
As at 31 December R+—A=+—8 — 5,803

Goodwill acquired through business combination has been
allocated to the financial services business segment.

In 2018, the Group performed its annual impairment test for
goodwill allocated to the financial services business segment
cash-generating-unit by comparing its recoverable amount to
its carrying amount as at the end of the reporting period. The
recoverable amount of the cash-generating-unit is determined
based on value-in-use calculations. These calculations used
cash flow projections based on a five-year financial budget
approved by management. Cash flows beyond a five-year
period approved by management have been extrapolated with
an estimated general annual growth of not more than 3%
for a five-year period. The discount rate used of for the year
ended 31 December 2018 was 15.0% (2017: 14.7%) reflects
specific risks related to the segment. At the end of the year
2018, management considered to recognise full impairment of
goodwill (2017: nil).

ERXBEHBBZBAEEIEZSRR
BEBDE -

RZZB-NF AEELBASETSRBRYE
¥BoBEecELEEL L HEIRD S
HENBEMRIREE  HRHBETFE
MEAH REELEMMATKRESETIIR
BEREBEAENZEE ZFAETZE
ERARKBEEEBHENDFUHERENR
ERERN - KEEEHRAERFHAINID
RenE8 AR —RFERETTHEIB3I%
MAFHRKEE BE_FT—/\F+-_A=
THLEFEMEANIS% (ZF—LF:
14.7%) B 35 3 [ BR 82 5% 7 B A5 BE &0 45 TE R
BeR-F—/\FEK BEERERAE
EH2ERE(ZE—tF: &) -
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17.

AVAILABLE-FOR-SALE INVESTMENTS 17. OB ERSE
Available-for-sale investments comprise: AHEEREZHEAKIBHIAT
2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FERT FAET
Unlisted investments kETRE
Debt securities — Debentures, fair value BHES — BEEE
(Note 1) RATFEE D)
As at 1 January Rn—A—H 1,475 1,475
Disposal of subsidiaries (Note 39) o6 B 8 A ) (BT 5£39) (1,475) —
As at 31 December R+=—A=+—H — 1,475
Note 1: The debenture securities with a carrying amount of MaE1: RZT—t&+-A=+—8 ZE#
HK$1,475,000 as at 31 December 2017 represent the & % BR | (B A&1,475,0008 T * IE AR &

Group's interest in unlisted zero coupon debentures issued by
companies incorporated in Hong Kong, which are measured

at fair value.

The available-for-sale investments are denominated

following currencies:

in the

BN ERBEMKLZ AAAETIEL
MESEEE 2 ES  HIEXTFEER

=
= °

AHEERER T EREE:

As at 31 December

R+=—A=+-—AH
2018 2017
—E-N\F ZTE—+F
HK$'000 HK$'000
FHEx F#& T
Hong Kong dollar o — 1,475
Renminbi AR — —

— 1,475
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18. INTERESTS IN SUBSIDIARIES 18.

Particulars of the principal subsidiaries are as follows:

1R Bit 8 22 5 & &

ERATEMBRARZFHBAOT

Place of
establishment/ Percentage of equity
incorporation  Nominal value of issued ordinary/ attributable to the
Name and operations registered share capital Company Principal activities
R/ NG
£ RYIREEHY BROEER /HRRAEE EERAEZASL  TEXEK
2018 2017
ZE2-\F “T1F
% %
Atbinary (Holdings) Limited Hong Kong 1 ordinary share of HK$!1 100 100 Information technology business
ZRT(ER)ERAF BE IREREEIETZERER ERRRES
End User Investments Limited BVI 29,706,179 ordinary shares of HK$0.1 each 100 100 Investment holding
EBAREE  29706,79%BREEIETLEAR RERR
End User Technology Limited BVI 100 ordinary shares of US$1 each 100 100 Investment holding
EBEREE 00REBREEIXTZEERK RERR
Ever Hero Group Limited BVI 1 ordinary share of US$! 100 100 Investment holding
ERARES REBREEIETZEAK RAZR
Gold Coin Development Limited Hong Kong 1 ordinary share of HK$!1 100 100 Investment holding
TREREBAA BE IREREEIETZERER RERR
Ideal Magic International Limited Hong Kong 10,000 ordinary shares of HK$1 each 100 100 Investment holding
HEEERERAR EiE 10000 ERERIET L EEK RERR
M Technology Limited Hong Kong 1 ordinary share of HK$1 100 100 Information technology business
&g REREEIETZERBR ARNRER
Merdeka Corporate Finance Limited Hong Kong 1 ordinary shares of HK$1 100 —  Investment holding
ERMZREARAT )i REREEIETZEER RAZK
Merdeka General Partnership Limited Cayman Islands 50,000 ordinary shares of HK$1 each 100 —  Investment holding
HERE 50,000 B RE E17E T 2 & B R RERR
Merdeka Resources International Limited ~ Hong Kong 100,000 ordinary shares of HK$1 each 100 100 Trading business
EREARERARLA EiE 100,000 &R EE1E T2 & BR LUESS
Merry Fortune Holdings Limited BVI 1 ordinary share of US$1 100 100 Investment holding
REAREE IREREEIETZERR BREZK
Mian Yang Heng Da Information PRC RMB5,000,000 60 60  Information technology business
Technology Limited
BhREEEENRBRAA TE A K #5,000,0007T ERMREH
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18. INTERESTS IN SUBSIDIARIES (Continued) 18. PB4
Place of
establishment/ Percentage of equity
incorporation  Nominal value of issued ordinary/ attributable to the
Name and operations registered share capital Company Principal activities
R/ N
8 RIREE L CROLER /ERRADE EERAEZADL TEEH
2018 2017
ZE-N\f “Z—+t%
% %
Heng He Financial Lease (Shanghai) ~ PRC RMB170,016,315 64.71 64.71  Finance lease
Company Limited*
EBARERE(LEB)ERAR Gk AR 170,016,315 BERE
Netgenii Technology Limited Hong Kong 1,000 ordinary shares of HK$1 each 95 95 Information technology business
BERRARAR Bk 10008 BREENE T2 EE R EANRER
Source Easy Limited Hong Kong 10,000 ordinary shares of HK$1 each 100 100 Trading business
RABERLA ¥ 10,0008 & KA1 L 2 & B B5%%5
Merdeka Capital Limited Hong Kong 19,300,000 ordinary shares of HK$1 each 100 100 Trading of securities
EREXARAA £ 19,300,000/ &l A E1E T 2 £ B E535
Merdeka Credit Information Limited*  PRC RMB50,000,000 70 70 Inactive
ERBEBRAR Gl AR H50,000,0007 TER
Heng Asset Management Limited Hong Kong 5,000,000 ordinary shares of HK$1 each 51 51 Advising on securities and asset
management
BEEEREARRA Y 5,000,0008 &R A E1A T 2 & B R REFREBAREELR

BEEZRB LRFABIZARAMBARE
EYEAFREEERNBRNAEEEESFE

The above table lists the subsidiaries of the Company which, in
the opinion of the directors, principally affected the results for

the year or formed a substantial portion of the net assets of
the Group. To give details of other subsidiaries would, in the
opinion of the directors, result in particulars of excessive length.

The following information relating to non-wholly owned
subsidiaries that have material non-controlling interests (“NCI").

The summarised financial information represents amounts before
intercompany eliminations.

* For identification purpose only

MEBEARD - EEZRA  REEMIHBLRF
ZHABREHENREBENRITE

TRINTEBHEAERFZERES ([FFE
e )22 BEHBRRNER

MBEENMEE2 RAREEHA SRR -

* Et# 5
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18.

INTERESTS IN SUBSIDIARIES (Continued)

18. RKIE LI (@)

Heng Asset Management Limited HEEEEERATA
2018 2017
—2-N\%F —ELF
HK$'000 HK$'000
FHET FE&T
As at 31 December R+=—HA=+-—H
Non-current assets SEMEEE 9 14
Current assets mENE E 5,030 5,210
Current liabilities mEBE (33) (29)
Net assets BEFE 5,006 5,195
Carrying amount of NCI IR RE(E 2,453 2,546
Year ended 31 December BEt=-A=t+—HLEE
Revenue A 982 1,000
Expenses A (1,171) (421)
(Loss)/profit for the year FR(EE),HF (189) 579
(Loss)/profit attributable to NCI FRNFEIERERSEGS(BE), 5 A
for the year (93) 284
Net cash flow (used in)/from (FPR),/ ELXFHR:
Operating activities 4% 55 B (100) 878
Investing activities % & & B 5 —
Financing activities Bl & & &) — —
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18. INTERESTS IN SUBSIDIARIES (Continued) 18. MBI E LS EH#)

EARMEHE(LEB)ARAA

Heng He Financial Lease (Shanghai) Company Limited

2018 2017
—E-N\E —E—+F
HK$'000 HK$'000
FET FE& T
As at 31 December R+=—HA=+—H
Non-current assets EREEE 5,995 241,464
Current assets mEBEE 652,362 1,922,004
Non-current liabilities EmEBE — (72,060)
Current liabilities mEAaE (494,770) (1,847,076)
Net assets BEFHE 163,587 244,332
Carrying amount of NCI IR ERREE 57,730 86,225
Year ended 31 December BE+t-HA=1t—RHLEE
Revenue A 73,450 102,553
Expenses f 2 (151,821) (92,653)
(Loss)/profit for the year FR(E8E),/ & (78,371) 9,900
(Loss)/profit attributable to NCI for the year 4F [ JF 4% B 45 25 FE {1
(&18), &7 (27,657) 3,494
Net cash flow (used in)/generated from LU TEE (FTH), EXFEHE
Operating activities 5 T ) 1,349,693 (29,830)
Investing activities "EEE (101) (459)
Financing activities R (1,369,644) —
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19. INVENTORIES 19. &
As at 31 December
R+=A=+—H
2018 2017
—E-N\E T —tF
HK$'000 HK$'000
FHET T
Finished goods 2% 1,010 1,292
The cost of inventories recognised as an expense during the year FRNBRAER i E’J BFEKEAADR
was approximately HK$482.0 million (2017: HK$321.8 million), 482,000 OOO/%E( —+ £ : 321,800,000
in respect of which approximately HK$Nil (2017: nil) represents /%TE) B4 /%71:(_2 tF | IER
write down of inventories to net realisable value. Bk = #E FE -
20. TRADE RECEIVABLES 20. BREWKIA
As at 31 December
R+=A=+—H
2018 2017
—E-N\F —E—LF
HK$'000 HK$'000
FHERT T
Trade receivables H 5 [ W R IE 7,677 8,202
Less: provision for impairment loss OB E R B R (5,217) —
2,460 8,202
The Group's trading terms with its customers are mainly on $%@Eﬁiﬁg)52?%ﬂ REZBUEER
credit. The credit period is generally two months. Each customer EEH—RAMEAR - S2EFEHZS
has a maximum credit limit. The Group seeks to maintain strict 5 ,JE%’E £ B R AR %'Him/%ZFEHK
control over its outstanding receivables and has credit control R TR EEERFUEREERR
procedures established to monitor credit risk. Overdue balances i& EIEABEEHRaBRK - é%ﬁgqﬁ
are reviewed regularly by senior management. Trade receivables REHARRE -
are non-interest-bearing.
An aged analysis of the trade receivables as at the end of BHRWHRIBRIRE AR Z R D (R &
the reporting period, based on the invoice date and net of EEAHYMBRRE) T :

impairment, is as follows:

As at 31 December

R+=A=+—H
2018 2017
—E-N\HF —E L F
HK$'000 HK$'000
FERT FET
Within 30 days 30BA 283 865
31 to 60 days 31260H 24 532
61 to 120 days 612120H 24 3,377
Over 120 days 1208 A £ 2,129 3,428

2,460 8,202
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20. TRADE RECEIVABLES (Continued) 20. EZEWRFRE @)
Reconciliation of the impairment loss of trade receivables: BEoRWHRIE 2 REBE K :
As at 31 December
R+=-—HA=+—H
2018 2017
—E-N\#F —E L F
HK$'000 HK$'000
FHET FH& T
At beginning of year R E A — —
Allowance for the year NEFEE 5,217 —
At end of year RER 5,217 —
21. FINANCE LEASE RECEIVABLES 21. RS SEWRIE
As at 31 December
R+=A=+—H
2018 2017
—E-N\E = i
HK$'000 HK$'000
FET FE T
Current finance lease receivables BN Af gt & 2 & pE U 3k I8 547,941 1,837,309
Non-current finance lease receivables JEBN B gh & FH & fE Uk k18 5,283 240,366
553,224 2,077,675
Amount receivable under finance leases A EAEETERNRE

Minimum lease payment

Present value of minimum
lease payment

BEHEEMNR BEASENAREE
2018 2017 2018 2017
—E-NE —T—+tH ZB-N\FE —ZT—+tF
HK$'000 HK$'000 HK$'000 HK$'000
FHER FAT FHER FAT
Within one year —F R 565,846 1,898,555 547,941 1,837,309
In more than one year but not R —%F  LRRE
more than two years 4,554 248,375 3,388 240,310
In more than two years but not ZRMWF » DR ALF
more than five years 2,281 57 1,895 56
572,681 2,146,987 553,224 2,077,675
Unearned finance income NN (19,457) (69,312) N/A TEHA NATEHR
Present value of minimum lease &K & F IR E
payment 553,224 2,077,675 553,224 2,077,675
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21.

22.

FINANCE LEASE RECEIVABLES (Continued)
Amount receivable under finance leases (Continued)

The interest rate inherent in the leases was fixed at the contract
date for the entire lease term. The interest rates of the above
finance leases range from 4.05% to 9.40% per annum (2017:
4.37% to 9.40%).

Finance lease receivable balances are secured over the equipment
held by the lessee. The Group is not permitted to sell or repledge
the collateral in the absence of default by the leasee.

The finance lease receivables as at 31 December 2018 and 2017
are neither past due nor impaired.

The terms of finance leases entered into ranged from 1 to 5
years (2017: 2 to 5 years).

LOAN RECEIVABLES

The Group’s loan receivables arose from the money lending
business during the year.

Loan receivables bear interest at rates, and with credit periods,
mutually agreed between the contracting parties. Loan
receivables are secured by personal guarantees by the debtors/
certain individuals. Overdue balances are reviewed regularly and
handled closely by senior management.

21.

22.

A&l S EUWRIE (@)
MEHEETERSRE®)

EEHBAZREEHENEERAEHH
HEHAZ2KFE - L BmERAENFERNEN
FA4.05% £9.40% (Z T — £ F :437% &
9.40%) °

MEHERUFESROHABEATAELZ
REELIER - AEBAABEAYLEENN
BRT TEHEXBEREGHEERM -

REE-N\FER-_Z—+F+-_H=+—H
ZBEMRERKKAY BB HNRE -

SV BEREBERNTFIESF (2T — L4
2E5%F) o

& U & K
FAREBEZBBERKERBREE -
UM ER 2HMEREERTIHFTINE T AR
BE - BBWERAEBA BETENALZ

BEALZRELR SREEABEHBRE
I 27 ) BR A 280 HR A R

2018 2017
—E-N\E —E—+tF
HK$'000 HK$'000
FET FE T
As at 1 January R—HA—H 1,080 3,300
Repayment B (400) (1,220)
less: provision for impairment loss SRk 1 BB B 48 B AR — (1,000)
Disposal of subsidiaries & K B A F) (680) —
As at 31 December R+-—A=+—8H — 1,080

As at 31 December

R+=A=+-—H

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FET FET
Loan receivables FEE & — 2,080
Less: provision for impairment loss SR 1 BB S 48 B AR — (1,000)

— 1,080




Notes to the Financial Statements

871 5 i 2% Bid 5E

For the year ended 31 December 2018 #HZE—_Z—/\F+_A=+—HILFE

22.

LOAN RECEIVABLES (Continued)

The loan receivables at the end of the reporting period are
analysed by the remaining period to contractual maturity date
as follows:

22.

BEUWE R @

RBEMR  BURERREMNGHFEEH
BB zAMT

As at 31 December

R+t=A=+—H
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
THET FETT

Repayable: ERE

Within 3 months =EAR — 1,080
3 months to 1 year “EBRE—%F — —
— 1,080

The aged analysis of the loan receivables that are not individually
nor collectively considered to be impaired is as follows:

YEMB K LRBERASRENERERZ
fRtc DTN :

As at 31 December

R+=A=+—H
2018 2017
—E-N\F —ET—tF
HK$'000 HK$'000
FET FHET
Neither past due nor impaired R B e ROpE — 80
1 to 3 months past due BME—Z= =@ A — =

Over 3 months to 1 year past due but not #HBB="FEAZ—FEX

impaired HAE — 300
Over 1 year past due but not impaired B HA A — FE AR E — 700
— 1,080

The interest rate was fixed at the contract date. The average
interest rate was at 1% to 2.5% per month as at 31 December
2017.

Loan receivables that were neither past due nor impaired relate
to certain debtors for whom there was no recent history of
default.

Loan receivables that were past due but not impaired relate to
an independent debtor. The directors of the Company are of
the opinion that no provision for impairment is necessary as the
balance is considered fully recoverable.

ERARRETAHNAEZETE - RN —+
F+-_A=1+—"H FHFBAFNEXEI%ZE
2.5% o

I 4 380 B SOl 1B 2 8 I B AR B &
REFZETEBABR -

BHERREZEBRERE-RBIER
A - ARARBEERERRR/TEH
WE - BRRBBAELREREE -
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23. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 23. Fafi kI8 - #¢ & K EHth[EUFRIB
As at 31 December
R+=A=+—H

2018 2017
—E-N\F —TE—+F
HK$'000 HK$'000
FHET T
Prepayments TR RIE 64 6,062
Trade deposit B 6,416 4,774
Deposits and other receivables =& K H fth FE U FRIE 171,515 70,879
177,995 81,715
Less: provision for impairment loss OB E BB A (65,264) (6,000)
112,731 75,715

24,

Other receivables were neither past due nor impaired and related
to receivables which had no recent history of default.

BANK BALANCES AND CASH

24,

RiE A R R (A 2 B b 8 M AR IR BT A
B R EYPKIAER -

IRTTRBRKRIRE

As at 31 December

R+=-—HA=+—H
2018 2017
—E-N\F —T—F
HK$'000 HK$'000
THT FBIT
Bank balances — trust accounts (note) RiT4Esr — ErERP () 6,543 5,759
Bank balances and cash — general accounts R{T&&BRIRE — —REF 12,255 36,490
18,798 42,249
Note: The Group receives and holds money deposited by clients in the MaE: AEBEETXREEHHRBNLFAE

course of the conduct of the regulated activities. These clients
money are maintained in one or more trust bank accounts and
bear interest at commercial rates. The Group has recognised the
corresponding accounts payable to respective clients (note 32).

As at 31 December 2018, the Group’s bank balances and
cash — general accounts amounted to approximately HK$12.3
million (2017: HK$36.5 million), approximately HK$1.0 million
was denominated in RMB and approximately HK$11.2 million
was denominated in Hong Kong Dollars. Therein, approximately
HK$10.8 million, about 87.9% (2017: HK$14.1 million, about
38.8%) were bank balances deposited with credit worthy banks
of high credit ratings in Hong Kong, in which approximately
HK$10.7 million (2017: HK$14.0 million) was denominated in
Hong Kong dollars. Included in bank balances and cash —
general accounts, there is a pledged deposit of approximately
HK$4.0 million to secure a general banking facility (note 31).

BEERMARE ZERFNRER—
Bk Z EEEERITELRE L R EEF
Rt - AEBDHAENSEESHNE
JE BR 5% (BT #E32) °

R=ZF-—N\F+=-A=+—8 AEBEZRE
THBREERE® — — MK EP 412,300,000
B (= & — £ % :36,500,000/8 JT) ' 4
1,000,000/ 7T A A R ¥ 5118 % 4311,200,000
BITLABTTEE o HF - 410,800,000 7T
Bl #787.9% (= Z — £ 4 : 14,100,000/ 7T
#4938.8%) BTE R BB EEREETRAE
BRORITZRITLER - EH%10,700,000
BT (ZZ —+ £ : 14,000,000/ 7t) Bl A 78
TEHE - RITEHBLERE — —REFBE
T 5 3 77 38 494,000,00058 7T » EE A — &
RATRLE B HHR (M E31) ©
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25. SHARE CAPITAL 25. BRI
Company
KAT
Number of Nominal
shares values
BRAEAE H{E
Notes in ‘000 HK$'000
s Fi% FHAT
Authorised: EE
As at 31 December 2017, RN-Z—+&+=-f=+—Q -
1 January and 31 December 2018 — - N\E—-A-BER+=AH
Er=[E
Ordinary shares of HK$0.001 each FREEIMEBTZEER 200,000,000 200,000
Issued and fully paid: ERTREBRE:
As at 1 January 2017 R-ZF—tF—H—H
Ordinary shares of HK$0.001 each SRR E0.00175 T 2 T i ik 1,620,094 1,620
Issue of shares under general mandate BE-REBEEARN a 320,000 320
Issue of consideration shares BITRER®R b 100,000 100
As at 31 December 2017, RZZT—t&+=ZA=+—H"
1 January and 31 December 2018 —2-N\§¥-A-HRT=H
Er=F
Ordinary shares of HK$0.001 each BREE0MBLTZEBER 2,040,094 2,040
Notes: B 5

(a)

On 19 June 2017, the Company entered into a general mandate
placing agreement with a placing agent whereby the Company
conditionally agreed to place through the placing agent, on a best
endeavour basis, up to 320,000,000 placing shares, to not less
than six placees at a price of HK$0.081 per GM placing share.
On 20 July 2017, 320,000,000 new shares were placed. The net
proceeds of approximately HK$25.4 million would be used for
partial repayment of promissory notes, expansion of the securities
business and general working capital.

On 7 February 2017, Merdeka Financial Services Limited, an
indirect wholly-owned subsidiary of the Company, entered into
a sale and purchase agreement for the acquisition of 51%
issued share capital of Heng Asset Management Limited at a
consideration of HK$10 million which should be satisfied by the
allotment and issuance of 100,000,000 ordinary shares of the
Company under specific mandate approved by the shareholders
at the extraordinary general meeting of the Company. The shares
were allotted and issued on 10 August 2017 upon the completion
of the acquisition.

(a)

R=ZT—+tFA+IB AREEEER
BV —BEEREHE  ARREAEK
R E RGBSR IBIRIBERAEREE
fit & 5 %320,000,000 B At & A% 15 F 1~ D A
NEERREAN BRASR —REERER
50081 T - RZEBE—+E+A=-+H -
320,000,000 # D B E - FI{SKIBF
¥E #£925,400,000%8 T RESF A E B & H
ZE BEILFEGUR—RELELES -

R-ZZE—tFE_A+tH ARAEEEZE
Pff B A 7] Merdeka Financial Services Limited
AVEERZ  WEEEEEEARAA
51%E & 1TRA » K{E%10,000,0007 7T
H A2 AN AR SRR B K & B AR SR Bt O BY EE
I 45 4 i %% & #£17100,000,000 J% I 38 % Y
FRERN - ZERNVDERKEEKEFE=
T—+tFENATHEERET -
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26. RESERVES

Nature and purpose of the reserves

(i)

(i)

(iii)

(iv)

)

(vi)

Share premium

Under the Companies Law of the Cayman Islands, the
share premium account is distributable to the shareholders
of the Company, provided that immediately following the
date on which the dividend is proposed to be distributed,
the Company will be in a position to pay off its debts as
and when they fall due in the ordinary course of business.

Contributed surplus

The Company’s contributed surplus represents the excess
of the fair value of the shares of a subsidiary acquired
in prior years, over the nominal value of the Company’s
shares issued in exchange thereof.

Equity component of convertible bonds

The value of unexercised equity component of convertible
bonds issued by the Company recognised in accordance
with the accounting policy adopted for convertible bonds.

Share option reserve

The share option reserve comprises the fair value of share
options granted which are yet to be exercised, The amount
will either be transferred to the share premium account
when the related options are exercised, or be transferred
to retained profits should the related options expire or be
forfeited.

Capital reduction reserve

Capital reduction reserve is the credit arising from the
capital reduction.

Exchange fluctuation reserve
The exchange fluctuation reserve comprises all foreign

exchange differences arising from the translation of the
financial statements of the overseas subsidiaries.

Distributability of reserves

The aggregate amount of reserves available for the distribution
to owners of the Company calculated in accordance with
the Companies Law of the Cayman lIslands was nil as at
31 December 2018 (2017: HK$37,288,000).

26. f#f

EEEEREW

(i)

(i)

(iii)

(iv)

)

(vi)

R 17 B

REFEHERRE  WREBES
DIKBREERR  AREEMERNHA
BEBEETIHMNER - AROE
BERADKTARBBRR -

A BB

RRBEABBEREFRBEN—
BB ARMKRNATFEERE BHA
ERMMMBETHARR RO EENZ

2R (& % o A8
ARBMBETHBRBRESZ RI1TERE
BHOZBENIREBEEBATRRZE
SRR T AR -
EEBRERRE
BABEREREESBSREMFEART
FErBAEBREZAFEE ZHHE
ENEHELBRERETERERE
Befn s B Rk - SN ARE Rt A
PR fE m S B RS R S R A o
B A B 8 1 1

P 7S I R 8 8 2 B AR IR E A 0
BR o

ERREEE

EX NS EEREERESIIMNER
RIMBEHRELEZMBELER °

A4 2 K 1+ 1

RZE-—NF+ZA=+—8  RERSE

ERFEFE AR TFAARRIERES
ANZREBEE AT (T —+4 37,288,000
BIT) °
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27.

28.

DEFERRED TAX LIABILITIES REMRIBEEE
2018 2017
=—E-N\F —ZT—+F
HK$'000 HK$'000
FERT FH&T
As at 1 January n—H—HR 941 463
Acquisition of a subsidiary (note 38) e 8% — BB A 7] (M 5£38) — 478
As at 31 December R+-—A=+—H 941 941
CONVERTIBLE BONDS 28. Ok fESH
(1) 2008 CB 1) =ZSENEFALERES

On 12 August 2008, the Company issued a Convertible
Bonds as part of the consideration for the acquisition of
forest concessions in Papua, Indonesia (“2008 CB").

Subject to the restrictions specified below (Conversion
Restriction), the 2008 CB are convertible at the option of
the bondholders into ordinary shares in the Company at
the initial conversion price of HK$0.1 per share (subject
to adjustments as provided in the terms and conditions
of the 2008 CB) at any time from the date of issue
and ending on the fifth business day before the third
anniversary of the date of issue:

o The bondholders do not have the right to convert
any principal amount of the Convertible Bonds into
new shares of the Company thereof, if upon such
conversion, MCL and the parties acting in concert
with it will be interested in 30% (or such amount
as may from time to time be specified in the Codes
on Takeovers and Mergers and Share Repurchases as
being the level for triggering a mandatory general
offer) or more of the enlarged issued share capital
of the Company at the date of relevant conversion;

o The conversion of the Convertible Bonds shall not
cause the Company to be in breach of the minimum
public float requirement as stipulated under Rule
11.23 of the GEM Listing Rules; and

o The bondholders do not have the right to convert
any Convertible Bonds with the principal amount
falling between the range of HK$350,000,000 to
HK$776,880,000 at any time during the period
from the issue date up to and inclusive of the date
that falls on the first anniversary of the issue date.

The 2008 CB are unsecured, interest-free and have an
initial maturity date at 12 August 2011. Unless converted
into the Shares of the Company, the outstanding balance
of the 2008 CB would be redeemed in full on maturity.

RZZZENFNA+TZH  ARRIEST
mkEs  FRKEBHEEmRDE
AMEFEZBIRET=TENEF
AR ESD -

BEFHAAEE RETAHEH
TEHR=BAFZAFAMEEA L
HIMA - BRI TR BRESR0IE
T(ARBE_FTNFABRREZRZK
RRGHATAEMBAR)H—FTN
FABMBREFAEBARRRE B
HE ST SR 51 BR i) (482 B PR 1)

. MR EI%E  MCLM EBHE—51T
PALTREBALBRBBBES
AARERZEBABETRA
30% (kAR U EE « &R R D
B8 O] <7 A 7] A6 T BF 4 O B 8 B
sEHMEREKEEAKEZFR
B s BIESHRF
EAERRERBEMNASE
AR ESF LR AE R E TR

3

. R B EF T BSER A AR
iZ R GEM E T # B Z811.23(&
FAZEEARBERERTE &

. BEFAEAZABRRKE SR AN
% % /) F350,000,000 T &=
776,880,000/ ;T 2 M & » R %
TEHEBRTAER —BFZH
(BEEEMB) I HIRE AT A
] 4 R 42 o

—EE\FUBRREFSERR %
BRMBIHAR—ZFT——FN\A+
ZHBREARRRABBERND - TR
“EEN\FARRESEHARLBRBER
R E B AELD -
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28. CONVERTIBLE BONDS (Continued)

4]

2008 CB (Continued)

By the first supplemental deed dated 30 May 2011, the
maturity date of the 2008 CB was extended for 3 years
and the conversion period was accordingly extended from
12 August 2011 to 12 August 2014. Upon becoming
effective of the first supplemental deed, the Company
might at any time during the period commencing from
the date of extension to the new maturity date to redeem
the whole or part of the outstanding 2008 CB at par
on a pro rata basis. Also, the Conversion Restriction was
removed. Apart from the extension of the maturity date,
the conversion period, the early redemption right and the
removal of the Conversion Restriction, all terms of the
2008 CB remain unchanged.

By the second supplemental deed dated 9 July 2014, the
maturity date of the 2008 CB was extended for 3 years
and the conversion period was accordingly extended from
12 August 2014 to 12 August 2017. Upon becoming
effective of the second supplemental deed, the Company
might at any time during the period commencing from
the date of extension to the new maturity date to redeem
the whole or part of the outstanding 2008 CB on a pro
rata basis.

Upon effective of the second supplemental deed, the
2008 CB was valued by the directors of the Company with
reference to a valuation report issued by Roma Appraisal
Limited, an independent qualified valuer not connected to
the Group. Gain on extinguishment of convertible bonds
of approximately HK$39,480,000 was recognised in the
profit or loss for the year ended 31 December 2014.

By the third supplemental deed dated 20 January 2017,
the maturity date of the 2008 CB was extended for
3 years and the conversion period was accordingly
extended from 12 August 2017 to 12 August 2020
(new maturity date). Upon becoming effective of the
third supplemental deed, the Company might at any
time during the period commencing from the date of
extension to the new maturity date to redeem the whole
or part of the outstanding 2008 CB on a pro rata basis.
Also, the conversion price and the adjustment events
to the conversion price had been changed. The current
conversion price is HK$0.095 per share.

28. OJARRfEZH (@)

4]

“EENFUBRES (B

OV AHA-T-—FERA=tAY
E—RHRRE —TE\FTRB
EHZHBAER=F  MiEE2T
BBRBHm-—F——FN\A+-BER
E-F—mENA+=H - RE—
R ADF AR EE B I
B 3551 51 89 B 8 R 2 AF RS - 4%
8 12t OIS 2 B35 R 4 2
—EE\FARBES - B R
MR 512 BB o I 5 ) 80 B R AT R R
£ R TE R SR R IS -
—RRN\FARBESN D BERE
RN K

#EIVBHA-—ZE—NME+AABZ
FE_NEARE —ZZN\EABRK
BEZEPEER=F " MHEEZA
BERHEE T —NENA+_BEE
E_EZ—tFNA+ZH -REZKX
HRZBEERE > ARAARERE
MEREEHFNHEHE 2 EAER
BHPER 2B BLrRABRZ-F
SN\FABRBEES -

F_DHARBEERE  ARAIEFEL
EZRAREEWEBENBE YA ERGE
B BTG AR AR T 2 HERS
H_ZZNFa R EHFETHE-
o 85 T IR (E 5 2 W & 4939,480,000
BILTERBE_ZT—NWNF+-_A=1
—BHEFEZETRER -

BRIEBHA-_ZT—tF—A=-1+HHN
FE=tmEARE —EZEN\FAHBR
BHEHNESHRER=4F " i EE
EE_ZE—tFN\NA+t_HERZZ
Z_TENA+T-BGRHE) BNE
ZHARZEERE  AREHRE
R BE = # 2 8 B &9 1 7 65 [ 3% b B
B 2ARBorEABR -_ZEZNE
AR ES  BE ABRERILBRE
HAEEHEEE - ZRINALBRERSE
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28. CONVERTIBLE BONDS (Continued)

(1

2008 CB (Continued)

Upon effective of the third supplemental deed, the 2008
CB was valued by the directors of the Company with
reference to a valuation report issued by International
Valuation Limited, an independent qualified valuer not
connected with the Group. Gain on extinguishment
of convertible bond of approximately HK$31,162,000
was recognized in the profit or loss for the year ended
31 December 2017.

The outstanding principal amount of the 2008 CB as
at 31 December 2018 was HK$124,068,000 (2017:
HK$124,068,000) conferring rights to convert into a total
of 1,305,978,947 ordinary shares (2017: 1,305,978,947).

The 2008 CB contain two components, the liability and
equity components. The equity component is presented in
equity as an “Equity component of convertible bonds”.

The effective interest rate of the liability component is as
follow:

28. OB EH@E

4]

Third
Supplemental
deed
FoOHARE F-OERERE E-—HBTRE

“EENFUBRES (B

RE=ZMHEAERZEERE  —TT/N\F
ABRESFEARAEEKERERER
EEERBEN B LA BEGERHE
FEER AR B MR GERSAHTEE
= 85 AT R AR (E F UL & £931,162,0007%8
TERBE-_ET—+t&E+t=-_A=1+—
AEFERIBEER -

R—_ZE—NE+=-_BA=+—8" =
TENFABRBEEFHNARLBRERE
%8 /124,068,000 T (=& — £ F:
124,068,000 Jr) * Y & # F 7] & &
54 $£1,305,978,947 % L@ (=T —
+ 4F :1,305,978,947f% ) °

—ETN\FUMRESFERAENE
TR EAKED - #amEBD AR
BE2ERITIIZY -

BEXSNERFEMT :
First

Supplemental
deed

Second
Supplemental
deed

BB =X

Effective interest rate

10.11%

14.13% 11.66%

The movement of the liability component of the
convertible bonds for the year was set out below:

ERNTRBRESABEDS 2 2SR
m

2018 2017

—ZE-N\F —E—+F

HK$'000 HK$'000

FER FH& T

As at 1 January n—A—H 95,940 114,400
Extinguishment of financial liability AHERARSAER

charged to profit or loss — (31,162)

Interest charged MEEH 9,711 12,702

As at 31 December R+=ZA=+—H”H 105,651 95,940
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28. CONVERTIBLE BONDS (Continued)

(2)

2015 CB

On 21 April 2015, the Company issued the convertible
bonds (2015 CB) as part of the consideration for the
acquisition of Blossom Height Ventures Limited and its
subsidiaries.

The outstanding principal amount of the 2015 CB
as at 31 December 2018 was HK$40,000,000 (2017:
HK$40,000,000) conferring rights to convert into a total
of 173,913,043 (2017: 173,913,043) ordinary shares of the
Company.

The 2015 CB are convertible at the option of the
bondholders into ordinary shares in the Company at the
initial conversion price of HK$0.32 per share (subject to
adjustment as provided in the terms and conditions of the
2015 CB) at any time from the date of issue and ending
on the fifth business day before the third anniversary of
the date of issue.

As a result of open offer of shares on 10 August 2015,
the conversion price of 2015 CB have been adjusted to
HK$0.23.

The 2015 CB are unsecured, interest-free and have a
maturity date fall on the third anniversary from the date
of issue.

At the maturity date, any outstanding principal amount of
the 2015 CB will be compulsorily converted into ordinary
shares at HK$0.23 per share. The compulsorily conversion
feature of the 2015 CB is, in substance, a prepaid forward
purchase of the fixed number of shares of the Company.
Accordingly, at the date of initial recognition, the fair value
of the 2015 CB was wholly recognised as equity and will
not be remeasured subsequently.

28. OJARRfEZH (@)

(2)

—E-RFUBRKRES

R-Z—AFMA=—+—H £ARQE%
TABRBREFCE—RAFNRRKRE
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Limited X EKI @B AR 222 RE -

R—E—NEFE+_A=+—H" =
T-RFEABRBEEFNALBERS
%8 /40,000,000 L (= F — £ F:
40,000,000/ 7T) + ISR K A
& 3£173,913, 043 A AR LB (=ZF
—+ 4 :173,913,0430%) °
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29.

PROMISSORY NOTES

On 4 April 2014, The Company issued a promissory note with
principal amounts of HK$51.0 million (2014 PN) as a partial
consideration for the acquisition of Ever Hero Group. The 2014
PN bears interest at 2% per annum and is due on the date falling
on the last day of the 36th month from the date of issue of
the 2014 PN (the “2014 PN Maturity Date”). The maturity date
is 4 April 2017. The Company has the right to repay in full or in
part of the principal amount of the 2014 PN prior to the 2014
PN Maturity Date at par.

On 21 April 2015, The Company issued a promissory note
with principal value of HK$32.0 million (2015 PN) as a partial
consideration for the acquisition of Blossom Height Ventures
Limited, and its subsidiaries (the “Blossom Group”). The 2015
PN carries no interest and is fall due on the last day of the
42th month from the date of issue of the 2015 PN (the “2015
PN Maturity Date”). The maturity date is 21 April 2018. The
Company has the right to repay in whole or in part prior to the
2015 PN Maturity Date at par.

The movement of the promissory notes was as follows:

—NEFE+-A=+—HILFE

29.

AR R

R-Z—MWEMAME » AARETALHE
£51,000,0008 T 2 A K EHE(ZT — M F
AN ER) AW EEEver Hero B 2 55

RE - ZE—WOFAALEZBEFNEE2%
BRZT—NFAREESBEITAREE =
+/\flﬂz % & — EI(L? EE%RTTJ’E

BIME) M - HMAB =T LFMARN
AR T mARARHE
B2 AR 2 5 8 = F — MR
HEE2ES -

REZZE—RFMA=+—H ARAETEAS
#$32,000,00078 7T 2 AR R (ZF — R F
HZ1E)  EA U EEBlossom Height Ventures
Limited & E [ & 2 7] ([Blossom £ [® ]) = #5 5
RE - ZZT—AFAHLEBRITFE - R
TE-RAFANARBEEETESAREEN

& Az &i&— H(F:ﬁ ﬂi%@'ﬁﬁﬁ%}éiﬂﬁﬁ
BRI - 2HAR—_FT-NFHA -+ —

B-ARRAIEER_T— £¢7¥<RKF§‘J§J§
BzriizmEEEEZHRAIAE -

ZEALRBREHMNT

2018 2017

—E-N\F —ET—tF

HK$'000 HK$'000

FER FAT

As at 1 January Hn—A—H 27,622 50,402
Coupon interest charged —;—@%‘J SEEF — 123
Imputed interest charged HEREEA 1,272 3,839
Decrease in value (EXED RS — (106)
Transfer to other payable upon maturity FI| B 5 88 5 H b FE 5 5RIR (28,894) (26,636)
As at 31 December R+=—A=+—H — 27,622

(i) The fair value of the 2014 PN was approximately HK$44.1
million as at the issue date, calculated at the effective
interest rate of 7.04% per annum. The promissory note
was carried at amortised cost until settlement on due
date.

On 1 September 2014, the Company early repaid
HK$2.4 million. As a result, the total principal amount
of outstanding 2014 PN was HK$48.6 million as at
31 December 2014.

On 19 March 2015 and 20 April 2015, the Company early
repaid each of HK$10.0 million of the 2014 PN at cash
consideration respectively. As a result, the total principal
amount of outstanding 2014 PN was HK$28.6 million.

() —E—ENFARZEERBETHEZA
T EENEREFRER7.04%E - 45
44,100,000 7T © & 5 2 4R 3% 8 85 Ak
AR BEEREBPEESAIL -

R-ZZE—FENA—HB KARIREE
182,400,000/ 7T * MBIRA - — M4
+—A=+—8 —ZE—WUFALERE

KRITE A% 4% A48,600,000/8 7T °

R-TE—RE= ﬂ"f’jlﬁ&_q ok
mﬁ_JrEl ARBDRAREIRRE
;‘%:%—Eiﬁﬁ%ﬁ;%m,ooo,ooo
BITHRE  ABMERTEZ_ZT—
VO H R IR N & 4258 428,600,000
75 T e
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29. PROMISSORY NOTES (Continued)

(i)

(ii)

(Continued)

The principal amount of the 2014 PN is subject to a
downward adjustment on the due day in the event
that the audited profit before taxation and before
extraordinary items of Netgenii Technology Limited (the
subsidiary of Ever Hero Group) for each of the years
ended 31 December 2013 and 31 December 2014 is not
attained, on a dollar-to-dollar basis.

The 2014 PN matured and was transferred to other
payable during the year ended 31 December 2017.

The fair value of the 2015 PN was approximately HK$21.4
million as at the issue date by using the discounted cash
flow approach at prevailing market rate of approximately
13.53% per annum.

The principal amount of the 2015 PN is subject to
downward adjustment in the event that the audited
consolidated net profit after taxation and any
extraordinary and exceptional items of the Blossom Group
is less than HK$10.0 million for each of the three years
ending 31 December 2015, 2016 and 2017, the 2015
PN shall be reduced on a dollar to dollar basis by the
amount of shortfall of the profit guarantee for the relevant
year and cannot be carried forward to subsequent year.
Blossom Group has met the profit guarantee for the year
ended 31 December 2015 and 2016.

On 31 December 2016, the Company partially repaid the
outstanding principal approximately HK$3.0 million at
cash.

The audited consolidated net profit after taxation and any
extraordinary and exceptional items for the year ended
31 December 2017 of the Blossom Group was less than
the guaranteed profit HK$10.0 million, therefore the
carrying principal amount of the 2015 PN was reduced by
approximately HK$0.1 million as at 31 December 2017.

The 2015 PN matured and was transferred to other
payable during the year ended 31 December 2018.

As at 31 December 2018 and 2017, the carrying amount
of the 2015 PN was nil and approximately HK$27.7 million
respectively.

29.

AR R

(i)

(ii)

(&)

WIEEBEEEFE  HEBREERA
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30.

OBLIGATIONS UNDER FINANCE LEASES

30. RYETHERKIE

2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FHER FAT
As at 1 January R—HA—H 1,026 1,968
Repayment B (962) (942)
Disposal of subsidiaries (Note 39) o 65 BT 8 A &) (B 3E39) (64) —
As at 31 December R+=-—A=+—H — 1,026
As at 31 December
R+=A=t+-H
Present value of minimum
Minimum lease payments lease payments
EERERE EERERERE
2018 2017 2018 2017
ZB-N\E T +tF ZB-NF —EL{F
HK$'000 HK$'000 HK$'000 HK$'000
TER THET TER TET
Amount payable e
Within one year —FR - 854 - 827
In the second to fifth years inclusive FEERE(BEEERE
) - 202 - 199
— 1,056 — 1,026
Future finance charges ARBEER - (30) —  NATEH
Present value of lease obligations HERERE - 1,026
Less: Amount due for settlement B TZEARZEZ
within 12 months EEELE - 827
Amount due for settlement after 12 months ~ +=EAZ B H#H 2
EEELE - 189

The Group’s obligations under finance leases are secured by the

assets as disclosed in Note 14.

AEEZREBREREHRME4MBREEE

R -
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31.

BANK BORROWINGS

31. RITEBM

As at 31 December

R+=—A=+—H
2018 2017
—E-N\F —TE—+F
Notes HK$'000 HK$'000
P & FERT FH& T
Fixed rate: TE A =
Secured bank borrowings — BEEBRITER —
repayable on demand AREEREER a — 206
Secured bank borrowings — BERBRTER —
due within one year ®—F R 2 Hf b 415,788 1,752,349
415,788 1,752,555
Secured bank borrowings — BEBRITER —
due more than one year, but not R —F&BE=FR
more than three years 2| 5 b — 72,060
415,788 1,824,615

Notes: B 5% :

a The bank borrowings were secured by a personal guarantee given a SBITERBAARR —HR=ZZE—N\FHEH
by a former director of a subsidiary of the Company, which was WK B AR —BAMEEEREZEAER
dissolved in 2018. The interest rate of this bank borrowing was EER - WIHBRITERZABIEEAFER
charged at 0.88% flat per month. 0.88% W HY ©

b Bank borrowings obtained in the PRC were secured by the b BAOERAZT-NF+=ZA=T—80K

finance lease assets held by the leasee with the carrying value
of approximately RMB554.1 million (equivalent to approximately
HK$630.8 million), as at 31 December 2018 (2017: RMB1,858.1
million (equivalent to approximately HK$2,231.5 million)). The
interest rate of the bank loans was 4.0% per annum (2017: 3.8%

to 5.7% per annum).

Included therein, a general banking facility amounted to HK$7.0
million was secured by a deposit of HK$4.0 million (31 December
2017: HK$4.0 million). The facility was utilised to the extent
of approximately HK$5.0 million as at 31 December 2018
(31 December 2017: HK$4.9 million). This general banking facility
is subject to the fulfilment of covenants relating to certain of
the security coverage ratios, as are commonly found in lending
arrangements with financial institutions. If any of the security
coverage ratios shall at any time fall below the level required, the
Group shall provide additional security acceptable to the bank
and/or reduce the outstanding of the facilities designated by the
bank. The Group regularly monitors its compliance with these

covenants.

B #) A A R #554,100,0007T (#8 5 R 4
630,800,000 (=T — L F: AR
1,858,100,0007T (48 & 1 #92,231,500,000
BRENZEBAMBEREREEEFEER
o RITERZAMNEEFRL0% (ZF—
tF :BFENTF3.8%E57%) °

H i — AR 17 82 &7,000,0007 7T LA TF
34,000,000 TER B (ZTE—EF+=
A=+ —H:4,000,000# )  R=-F —
NE+-—A=+—RB EBAZBEYD
5,000,000 L (= —tF+=A=+—
H : 4,900,000 7T) - % — MIRITREBRF
HETHEAESLXRGHEZREBEEERE
FEEE ML DESHEBELERLT
B TR ML o MEMBKFEZS L RN E
RERERAREKTE  AEEAERER
TR Mz EINRIR R SR D RITATIE
EZHMAEARESE - AEBEEHELH

BIRERBZER -
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32. TRADE PAYABLES 32. BREMNRIA

RBEPR  BHENFBRREZAHNE

An aged analysis of trade payables as at the end of reporting

period based on the invoice date, are as follows: BT
As at 31 December
R+=—A=+—~H
2018 2017
—E-N\F —T—+tF
HK$'000 HK$'000
THER FAT
Trade payable from trading business BI2EBHNESENRIE 1,285 1,082
Trade payable from information technology BB ER ) B 2 IR RIE
business 1,310 2,023
Trade payable from financial services business — £ BIIRISEKNE F BN A 4,503 38,367
Amount payable arising from the business of REBHFEEXBHREMNFIA
dealing in securities
— Cash dlients —BRERP 6,554 5,986
— HKSCC — ABHE — 225
13,652 47,683

An aged analysis of trade payables arising from business other
than dealing in securities as at the end of reporting period based
on the invoice date/contractual term, are as follows:

RBERR  KEFHBEERINEBHNES
ENHRIBREZAH AHNHENKRE DTN

T

As at 31 December

R+=—HA=+—H
2018 2017
—E2-N\F —ZE—+F
HK$'000 HK$'000
FERT FH& T
Within 30 days 30B R 4,490 38,454
31 to 60 days 31260H 22 749
61 to 120 days 612120H 202 2
Over 120 days 1208 KA E 2,384 2,267
7,098 41,472
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33.

34.

OTHER PAYABLES AND ACCRUALS

33.

H fth & {F 7R I8 K [E 5t FR 1A

As at 31 December

R+=—A=+—H
2018 2017
—E-N\E —E—+tF
HK$'000 HK$'000
FHEx FE T
Other payables (note) E A & A 3RI8 (B 5E) 145,189 82,070
Accruals J& 5t 3R 4,520 965
149,709 83,035
Note: B &

Other payables are non-interest-bearing and have an average term of
three months.

As at 31 December 2018, included in other payables an amount
of approximately HK$63.9 million due to a non-controlling
shareholder of a subsidiary of the Company. The amount is
unsecured, interest-free and repayable on demand.

SHARE OPTION SCHEME

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants for
their contribution to the Group. The share option scheme of
the Company was effective on 3 May 2012, when the annual
general meeting was held. Unless otherwise cancelled or
amended, the share option scheme will remain in force for a
period of 10 years from the date of its adoption. The Board
may, at their discretion, offer options to any full-time or part-
time employee or director of any member of the Group, and
any consultant of or adviser to any member of the Group (the
“Participants”) to subscribe for shares of the Company (the
“Shares”).

The maximum number of Shares which may be issued upon the
exercise of all outstanding share options granted and yet to be
exercised under all share option scheme must not exceed 30%
of the Shares in issue from time to time.

34.

HENRELAREE  FHHERR=MA -

RZZE—N\F+_A=+—H EMENK
T8 B 45 FE 15 AN 22 B BT BB & R 3F 722 AR IR 3R 3R IR
#4963,900,0008 7T - ZEeBEREER £ 8
RBRERER -

B BRIES 8

ARRIEITRTBERETSE - EERAHAE
BERRNABERSEERHEBME
AREBEBREAIRNBERAFAGE
TER-_ZT——FHA=BEN - - BKIFRTT
EHHIERT - BRIBEBEES SIS HE
ROBHEHOFHREARR - EFEAK
BRAEEKE QB E A 2Bk kB E
BREF  URAKEEEMKERRHEAE
EAA(2EENRIELEBEERE - AR
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RIFEERABREFIRTHRESREE
HARTTEELEBREERBITERATH
TZENBERZTBBETRZEHTR
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34.

SHARE OPTION SCHEME (Continued)

The maximum number of Shares available for issue under share
options which may be granted under the share option scheme
adopted by the Company must not in aggregate exceed 10%
of the Shares in issue. The maximum number of Shares issued
and to be issued upon exercise of the share options granted
and to be granted to each Participant (including both exercised
and outstanding share options) in any 12-month period up to
the date of grant must not exceed 1% of the Shares in issue at
the date of grant. Any further grant of share options in excess
of the above limit must be subject to shareholders’ approval
with such Participant and his associates (as defined in the GEM
Listing Rules) abstaining from voting.

If share options are granted to a connected person (as defined
in the GEM Listing Rules) or his associates, the granting of
such share options will be subject to approval of all INEDs
(excluding INED who is a grantee); where options are proposed
to be granted to a connected person who is also a substantial
shareholder or an INED of the Company or any of their respective
associates which will result in the total number of Shares issued
and to be issued upon exercise of the share options granted or
to be granted (including share options exercised, cancelled and
outstanding) to such person under the share option scheme in
the past 12-month period up to and including the date of such
grant: (1) exceeding 0.1% of the total issued Shares for the
time being; and (2) having an aggregate value, based on the
closing price of the Shares at the date of each grant, in excess
of HK$5,000,000, the granting of such options will be subject
to approval of the independent shareholders of the Company.
All connected persons will abstain from voting (except any
connected person that may vote against the resolution).

Upon acceptance of the share option offers, the grantee shall
pay HK$1 to the Company as consideration for each offer. The
share option will be offered for acceptance for a period of 28
days (or such shorter period as the Board may from time to time
determine) from the date on which the share option is granted.
The exercise period of the share options granted is determinable
by the directors and commences after a certain vesting period, if
any, as determined by the directors and ends on a date which is
not later than 10 years from the date of the offer of the share
options or the expiry date of the share option scheme, if earlier.

34.
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34.

SHARE OPTION SCHEME (Continued) 34. BhBERIES S
The subscription price of the share in respect of any particular BEELEREFSRENEREEEL
share option granted under the share option scheme shall be BREMPEBROOREERESTS 2R
such price as the Board in its absolute discretion shall determine, RE - EEEABERLTEATINERLZ &S
save that such price shall be the highest of: (i) the closing price ERE (VRELEEEREZB(MWERESE
of the Shares as stated in the Stock Exchange daily quotation H) B P& AW (E X A5 A& D A K i (&
sheet on the date of the grant of the share option, which must (i) 2 B2 4% (18 5 B8 AR 4 2 B AT A (R & 35 B g
be a business day; (i) the average of the closing prices of the R FRMEBRMIIRDE TR TE : A
Shares as stated in the Stock Exchange’s daily quotation sheets K ik 2 E 1A °
on the five business days immediately preceding the date of
the grant of the share option; and (iii) the nominal value of the
Share.
Share options do not confer rights on the holders to dividends BrERETER THEABRRKRESHR
or to vote at shareholders’ meetings. RERNGRENER -
The following share options were outstanding under the share RER - BEBRESTEIB N ZRKITEE
option scheme during the year: ERERERIWT
2018 2017
—E-N\%¥ ST
Weighted Weighted
average Number of average Number of
exercise price options exercise price options
mEFY BEBRE mEF BRERE
fTEEE A IEfE #H
HK$ per share ‘000  HK$ per share ‘000
(BRET) (FR) (BRATT) (F&)
At beginning of the year REA 0.153 233,390 0.153 233,390
Lapsed/issued during the year RERKE /i - - — —
At end of the year NS 0.153 233,390 0.153 233,390

* For identification purpose only
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34.

SHARE OPTION SCHEME (Continued)

Details of the movements of the share options under the Share
Option Scheme for the years ended 31 December 2018 and

34.

BB ESEl ()

BHE_T—)\Fk=_F—tF+=RA=+—
HIEFE  BEABRETSETZELER

BEDHEDT

2017 were as follows:

Number of share options

BrEREsH
Cancelled/
Outstanding as Granted  Exercised Lapsed  Outstanding as Date of Exercise period  Price of the Original exercise
at1January  during the  during the  during the at 31 December grant of the of the share shares before the price of the share
Name #e 2017 period period period 2018  share options options date of grant options
R=2-tF RZ2-N%
-A-8 REAA  TZASt-B BRBREZRELEREZ RIREH BARREZRE
HATE REARE REAGE 28/&N HATE LS i3 ZBE g
(Note 2) (Note 1)
lig7) ity
per share per share
&R Bk
Executive Directors ~ $1178%
Cheung Wai Yin, Wilson K EE 100,000,000 = = = 100,000,000 19/8/2015  19/8/2015 - 0.147 0.147
18/8/2025
Lau Chi Yan, Pierre 8L 20,000,000 = = = 20,000,000 19/8/2015  19/8/2015 - 0.147 0.147
18/8/2025
Independent BUFynES
non-executive
Directors
Yeung Mo Sheung, Amn -~ 5% 16,483 - - - 16,483 17/1/2013 171112013 - 0.010 2130
16/1/2023
1,000,000 - — - 1,000,000  19/8/2015 19/8/2015 - 0147 0.147
18/8/2025
Ng Kay Kwok REH 1,000,000 = = = 1,000,000 19/82015  19/8/2015 - 0.147 0.147
18/8/2025
Employees and EERAfM
other eligible RERSHE
participants
Employees €8 28241 - - - 28241 30/5/2012 30/5/2012 - 0.017 3600
29/52022
40,000,000 - - - 40,000,000  19/8/2015 19/8/2015 - 0147 0.147
18/8/2025
Other eligible participants EHAERSEE 332,003 = = = 32,003 3055202 30052012 - 0017 3600
29/5/2022
14,128 - - - 14,128 1712013 171112013 - 0.010 2130
16/1/2023
71,000,000 - - - 71,000,000 19/8/2015 19/8/2015 - 0147 0.147
18/8/2025
233,390,855 - - - 233,390,855
Notes: Mt -
1. Pursuant to the terms and conditions of the Share Option Scheme, 1. BEEEERES SRR RGN, EE
the number and the exercise price of the share options is subject BREsHERITEEARER BT
to adjustment in the case of capitalisation issue, rights issue, R - ARARMDAOHFHAE A RE R
subdivision or consolidation of the shares of the Company, or AEMBUSEmMELFHE -
other similar changes in the Company’s share capital.
2. The price of the shares of the Company before the date of the 2. AARRHRELBERER LB R ZE

B REEEABRERHAHANZRS
B 2 B B OB SR P P R 2 WA e

grant of the share options is the closing price of the shares of
the Company as quoted on the Stock Exchange on the trading
day immediately before the date on which the share options were
granted.

BABRERNRLHZEEARE - BE=—FT—/)\
FR-F—tF+-A=+—HLFE - #
BRHELERE -

The share options were vested at the date of grant. No share
option has been granted during the years ended 31 December
2018 and 2017.
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35.

36.

OPERATING LEASE COMMITMENTS

35.

The Group leases certain of its office properties under operating
lease arrangements. Leases for properties are negotiated for

terms ranging from one to three years.

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

REMBENRIE
AEBRBELHEOLZHBEEETHA
EVE - -LEANDERANFRAN T —=

=%F o

7K £ [ 75 T 3145 40 % B O B M 7R
eV S Tt Gt et Ty

As at 31 December

R+=A=+-—~H
2018 2017
—E-N\F —E—LF
HK$'000 HK$'000
FET FH T
Within one year —FR 4,574 1,673
In the second to fifth years, inclusive F_EFRFE(BREREERS) 6,805 657
11,379 2,330

RELATED PARTY TRANSACTIONS

36.

Save as disclosed in elsewhere to the consolidated financial

statements, the Group have the following

transactions.

related party

FBRR%
BREAMBHRREMBHAWEEIN - K
SEEUTHBIRS °

Year ended 31 December

BE+t-HA=1t—RHLEE

2018 2017

—E-N\F ZZ=—+tF

Name of related party Relationship Nature of transaction HK$'000 HK$'000

BB ER B & XEHE FERT FET

Cheung Wai Yin Wilson Director of the Company Loan payable 13,600 —

RIEE RARBIEE JE 5 B 3K

Wong Hin Shek Shareholder of the Company Loan interest payable 58 —
THEE N/NET JE A< & SR F S

Loan payable 8,880 —

e & %
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36.

37.

RELATED PARTY TRANSACTIONS (Continued)

Compensation of key management personnel of the Group

36.

It AR Z @)
KEBMIESEEBAS 2T

Year ended 31 December

BE+t-A=+—-RHLEFE

2018 2017

—2-N\fF —ELF

HK$'000 HK$'000

FExT T T

Short term employee benefits EEEERA 6,600 6,590

Post-employment benefits 12 B gtz 7 54 54
Total compensation paid to NTEZEEEAE

key management personnel 2 5 e wE 6,654 6,644

On 28 September 2018, the Group entered into sale and
purchase agreements to dispose 100% equity interest of each
of Mega Wealth Investments Limited, Merdeka Finance Limited
and Prestige Gold Limited to a company held by a director,
at a total consideration of approximately HK$2.9 million. The
consideration was in arm-length basis. Detail about the disposal
of subsidiaries are disclosed in Notes 39.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES

The Group's principal financial instruments comprise convertible
bonds, promissory notes, bank borrowings, cash and short-term
deposits. The main purpose of these financial instruments is to
raise finance for the Group’s operations. The Group has various
other financial assets and liabilities such as trade receivables and
trade payables, which arise directly from its operations.

It is, and has been throughout the year under review, the
Group's policy that no trading in financial instruments shall be
undertaken.

The main risks arising from the Group's financial instruments are
foreign currency risk and liquidity risk. The Board reviews and
agrees policies for managing this risk and they are summarised
below.

37.

R-ZE—NFALA-+NB REBFTZE
B HEEXEEREARAR  BESH
BRARREHEFTERARIZEHBERT —
MAR(ZRARAE—RESTHAR) BREY
2,900,000/ 7T > ZREBEHIZ A FRAIER
BRET BHEHEHBARZFBHNHE
39 o

8185 @ bR E 1R B iR K BUR

AEBZFZSRMTABREARRKRES « &
AREE - RITEFR REREHER - ZF
CTRMTATREERERAKEZLESRERE
T AKBBEAZEAMBEREERAE
NEERESEELA ZESRUFIERES
FEfF5RIE ©

AEBZBRAREEFEEZFNETHE
eI ARS -
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EEZERRZBE ZHARET -
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37.

FINANCIAL RISK MANAGEMENT OBIJECTIVES AND
POLICIES (Continued)

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from sales, purchases or expenditure by operating units
in currencies other than the units’ functional currencies. The
following table demonstrates the sensitivity at the end of the
reporting period to a reasonably possible change in the exchange
rates of the HK dollar (“HK$"”) and Renminbi (“RMB"), with all
other variables held constant, of the Group’s loss before tax (due
to changes in the fair value of monetary assets and liabilities).

37.

1 #5 @ bR & 312 B iR K BUR ()

50 B By

AEEFEXZEEERR - ZFERKE N
EEBMMINREBUINERIELHNERR
X - TREAARET(ETDRARK
TARBDEXNAEES  EHEMEHR
FAENERT  BAEERREHRNOG
BABR(EREREERBBEZATEE
HH) N BREDHN

Increase/
(decrease) in loss
before tax and
accumulated loss

Increase/
(decrease) in
exchange rate

BRBEAMBBER
ExrLHA e
(T &) #in, (&)
% HK$'000
% FHET
2018 —E-N\F
If HK$ weakens against RMB AT AREEE 10 —
If HK$ strengthens against RMB & T AREHE (10) —
2017 —E—LF
If HK$ weakens against RMB W THARERE 10 120
If HK$ strengthens against RMB WA THARBHE (10) (120)
Liquidity risk REBES AR

The Group’s objective is to maintain a balance between
continuity of funding and flexibility through the use of
convertible bonds and promissory notes.

The table below summarises the maturity profile of the Group’s
financial liabilities based on contractual undiscounted payments.

ALE 2 B ORE TS P RBRESRK
ABE - EASHEMEREEEZHE
¥4 -

TREMRIE R LR RN ZAEH
MBHABEZIHER -
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37.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND  37.

POLICIES (Continued)
Liquidity risk (Continued)

As at 31 December 2018

IEREREIEE R R BR @

REBE SRR (E)

R-2-NF+=-A=+—H

Within one More than Total
year or on 1 year but less undiscounted Carrying
demand  than 5 years cash flows amount

—ER% ZR-F REH
RER BLREF ReRBE BREE
HK$’000 HK$’000 HK$’000 HK$’000
THER THER THER THER
Bank borrowings RITIE N 418,740 — 418,740 415,788
Trade payables B 5EMTIE 13,652 — 13,652 13,652
Other payables and accruals H o FE 5008 K B AT AR 149,709 — 149,709 149,709
Convertible bonds ARk EHR — 124,068 124,068 105,651
582,101 124,068 706,169 684,800

As at 31 December 2017 R=ZE—+t&F+=A=+—H

Within one More than Total
year or on 1 year but less undiscounted Carrying
demand than 5 years cash flows amount

—FRH R —4 REEHR
REX BAOREEF Renps REE
HK$'000 HK$'000 HK$'000 HK$'000
FTET FTET FTET FTET
Bank borrowings RITHEN 1,847,897 75,612 1,923,509 1,824,615
Trade payables EC TS 47,683 — 47,683 47,683
Finance lease obligation BMEMEAR 854 202 1,056 1,026
Other payables and accruals H A JE T 50 IE K 5T IR 83,035 — 83,035 83,035
Convertible bonds A AR B 5 = 124,068 124,068 95,940
Promissory notes A EE 28,894 = 28,894 27,622
2,008,363 199,882 2,208,245 2,079,921
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37.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (Continued)

Interest rate risk

The Group does not have material exposure to interest rate risk,
as the Group has no financial assets and liabilities of material
amounts with floating interest rate.

Management will continue to review the market trend, as well
as its business operation needs and its financial position in order
to identify the most effective tools for the Group’s interest rate
risk management.

Credit risk

The Group's credit risk is primarily attributable to trade, finance
lease, loan and other receivables. Management has monitored
the exposures on an ongoing basis.

The maximum exposure to credit risk is represented by the
carrying amount of each financial asset in the consolidated
statement of financial position after deducting any impairment
allowance. The Group does not provide any other guarantees
which would exposure the Group to the credit risk.

Fair value estimation

The fair values of current financial assets and liabilities are not
materially different from their carrying amounts because of the
immediate or short-term maturity.

The Group's financial instruments carried at fair value represent
the Group’s other financial assets. The following provides on
analysis of financial instruments that are measured subsequent to
initial recognition at fair value, grouped into Level 1 to 3 based
on the degree which the fair value is observable.

—  Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

—  Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1
that are observable for the asset or liability, either directly
(i.e. as prices) or indirectly (i.e. derived from prices).

—  Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

37.
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37.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND 37. G REMEEBERBKKR @)
POLICIES (Continued)
Capital management EXEHE
The primary objectives of the Group's capital management are AEBEZEAEBRBEETEARBEASEHE
to safequard the Group’s ability to continue as a going concern B BICEEEBEZRE SN  UARERE
and to maintain healthy capital ratios in order to support its RERLE M EEEBRBEBARRE
business and maximise shareholders’ value. & -
The Group manages its capital structure and makes adjustments EEE R & B 2 AR B & R R AL
to it, in light of changes in economic conditions and the risk AEEETEEEAREBEREEETRAE - B
characteristics of the underlying assets. To maintain or adjust the HEIFNRAREARERE  ANEBIREEITHR
capital structure, the Group may issue new shares. The Group 7o REBAZAEMINI I AN E R EKFT
is not subject to any externally imposed capital requirements. Re-BREAZERE BRFIEFREEZ
No changes were made in the objective policies or processes T-NEFRZE—EF+ZA=+—HIHF
for managing capital during the years ended 31 December 2018 JE 30 AT (] BB o
and 2017.
The Group monitors capital using a gearing ratio, which is total AEBFNAEREBLEEZTER  BEXE
borrowings divided by total capital plus total borrowings. The BHRAEERBERUNERAAENERE
Group's total borrowings represent bank borrowings, convertible B o NEEERAEERITENR ARG
bonds and promissory notes. The Group's capital represents the FRERER - AEE 2 BAREE QFIRE
equity attributable to equity owners of the parent. HEABGRREER -
As at 31 December
R+=A=+-—H
2018 2017
—E-N\F —T—+F
HK$'000 HK$'000
FHEx T
Bank borrowings R AT 18K 415,788 1,824,615
Convertible bonds A #2 iR & 55 105,651 95,940
Finance lease obligation A& M E A — 1,026
Promissory notes EHER — 27,622
Total borrowings B R 521,439 1,949,203
Equity attributable to owners of the Company 7872 =] B% # % A A FE
% SR A = (58,311) 40,114
Total capital and borrowings BARAREHRBE 463,128 1,989,317
Gearing ratio BEARBELLE 112.59% 97.98%

Neither the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.

/NI &= CIR ) PNCTR N S = N
MEZHR °
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38.

BUSINESS COMBINATION 38. XK OEH
2017 —E—tF
Heng Asset Management Limited HEEEEERALA
Reference to the announcement on 10 August 2017, the BRM-ZZF—ELFENATHZAM - &FF
Company completed the acquisition of 51% of the issued share FHEEBZEER_Z—tFLtA=Z+RX
capital of Heng Asset Management Limited, a corporation At EBBKRAER—RHE2ENBARZE
licensed to carry out Type 4 (advising on securities) and Type ZREMNEFR  ARFETRBBEEHEE
9 (asset management) regulated activities under Chapter 571 EEERAASI%HNEEITRA  ZAFA
Securities and Futures Ordinance, through one of its wholly- —EREBEFENEZFLFRAEEKH  AJRE
owned subsidiaries upon the approval granted by the Securities FNEMBIAFAREERIRENE(EEE
and Futures Commission on 26 July 2017 of the application to B)XRBEFTH2FEEE - TRUEE
be the substantial shareholder. Following the completion of the BEAEERARARIEKBARTE 2 HEIK
acquisition, Heng Asset Management Limited became an indirect 2EMBAR -
non-wholly-owned subsidiary of the Company.
HK$'000
T
Net assets acquired of: EWRBEEFE:
Property, plant and equipment ME - REREZE 18
Intangible assets mEEE 2,900
Held-for-trade investments HIEEBEREA 522
Trade receivables 25 EWRIA 370
Deposits, prepayment and other receivables Ze -~ BN FRIE R H M fE W FkiE "
Amounts due from a director EW— 2 EFHIE 3,139
Bank balances and cash — general accounts WITHEBRERE — —REP 647
Account payables & BR X (92)
Deferred tax liability — non-current BRLEFIEBE — RS (478)
Net assets acquired BEWEEEFE 7,037
Less: Non-controlling interests 49% R IE PR R 549% (3,448)
Net assets acquired attributable to equity owners EanEBEARLHERBEEESTE 3,589
Goodwill [EES 5,803
9,392
Consideration for acquisition satisfied by WEHRERNEER R
Consideration shares RERB 9,000
Other payable H b fE T 3R 18 392
9,392
Analysis of cash and cash equivalents in respect of the acquisiton: ~ FAUREEZIBBATIE & MBS SEER ¢
Cash consideration paid or to be paid ENSHBEZNRENRE =
Bank balances and cash acquired EWENRITERRE S 647
Net cash inflow of cash and cash equivalents ReERBEFEEBEENRSRAFHE 647

Had the combination been taken place at the beginning of the
year ended 31 December 2017, the revenue and profit of Heng
Asset Management Limited would have been approximately
HK$2.0 million and HK$0.4 million attributable to the Group
respectively.

WeaHREBEE_T—+tF+_A=+—81t
FEZEET EEEERERAARE
I ANEEE 2 A s F i 2 51 49 42,000,000
7 7T &2 #95400,000%8 7T °
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39.

DISPOSAL OF SUBSIDIARIES

39. HEMEBELRD

During the year ended 31 December 2018, the Group entered HEZZT - N\F+-_A=+—HLEFE &K
into agreements with a director under normal commercial terms SEBRE -REEGRTEESITLHE - N
to dispose of its entire equity interests in three indirect-wholly- HEER=ZFEEZ2EMB AR (XK
owned subsidiaries, namely Mega Wealth Investments Limited, BBERAR BREeBmERATAREEERS
Merdeka Finance Limited and Prestige Gold Limited, for a total RAR)zZEE#m - 8K {E42,900,000/5
consideration of approximately HK$2.9 million. The disposal was T HEFBEER-_TE—NA\FALAZTNH
completed on 28 September 2018. SERK °
HK$'000
T
Analysis of assets and liabilities over RAEZEFEZEEREBEIN:
which control was lost:
Property, plant and equipment M BB KRR E 604
Available-for-sale investments FHERERE 1,475
Prepayments, deposits and other receivables TR IR - e & H fth EU R IE 126
Bank balances and cash RITEBRER 108
Loan receivables FEW B R 680
Finance lease obligation B & &R E (64)
Net assets disposed of EEEEEFE 2,929
Cash consideration received or to be received Bk ig R e R E (2,929)
Disposal of subsidiaries o BT B A A =
Analysis of cash and cash equivalents in respect REEFEIMAE R
of the disposal ReFMEIEAR
Cash consideration received or to be received B sl i R & K (E 2,929
Cash and bank balances disposed EHEMRITEBRRES (108)
Net cash inflow of cash and RekReFEEBEADH
cash equivalents REmAFHE 2,821
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40.

STATEMENT OF FINANCIAL POSITION OF THE

IR S 8 5 R O 8RR =

COMPANY
As at 31 December
R+=A=+—H
2018 2017
—ZE-N\F —E—tF
Notes HK$'000 HK$'000
B = FET FE T
ASSETS BE
Non-current assets ERBEE
Property, plant and equipment M - ME R 1,950 —
Interests in subsidiaries TN E 129,794 294,678
131,744 294,678
Current assets REBEE
Prepayments, deposits and TERTRIR - ke Rk H ith U
other receivables IR 408 2,289
Bank balances and cash RITHEBRRS
— general accounts — —REP 262 3,480
Total current assets mBEERE 670 5,769
Total assets EE#E 132,414 300,447
EQUITY AND LIABILITIES BRREZREE
Issued capital BEITRA 25 2,040 2,040
Reserves k] (59,879) 135,934
Total equity = B R (57,839) 137,974
Non-current liabilities ErnBEME
Convertible bonds A& (5 5 105,651 95,940
Current liabilities FEBEE
Other payables and accruals b & A5 RRIB 2 FE BT SRR 74,846 29,111
Due to subsidiaries NG e 9,756 9,800
Promissory notes R R — 27,622
Total current liabilities nBBEEE 84,602 66,533
Total liabilities BEHE 190,253 162,473
Total equity and liabilities REEZREEHAE 132,414 300,447
Net current liabilities RBEEFEE (83,932) (60,764)
Net (liabilities)/assets (BfE) BEFHE (57.839) 137,974

Approved and authorised for issue by the board of directors on

26 March 2019.

Cheung Wai Yin, Wilson

RER
Director

BZ

KEFEN_ZE-NF=ZA-_t+R"BRER

XTI -

Lau Chi Yan, Pierre
2|5 =
Director

EZE
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40. STATEMENT OF FINANCIAL POSITION OF THE
COMPANY (Continued)

40. 7R ©) B F5 A R 3] T ()

Equity
Share component Share Capital
premium Contributed of convertible option  reduction Accumulated
account surplus bonds reserve reserve losses Total
TRRES EBEBR  REXHERE
IR 4% 18 &R BABE ZEBHD BfE i Rt EE @zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000
FTET TET FTAT FET TET FTET FET
As at 31 December 2016 and ~ R=T—AF+-A=+—H
1 January 2017 R=ZT—t5-A—-A 923,103 18,203 53,115 27,328 163,191 (1,084,629) 100,311
Changes in equity for 2017: -k d §:3 R
Loss and total comprehensive AEEEBER2ERALE
income for the year = = = = = 1,667 1,667
Issue of new shares upon placing 2 & B 3 17 5 I 47 25,056 — — — — — 25,056
Issue of consideration shares BARERD 8,900 — - — — — 8,900
As at 31 December 2017 R=ZZB—+tF+=ZA=t-H 957,059 18,203 53,115 27,328 163,191 (1,082,962) 135,934
Changes in equity for 2018: —ZE-N\FzRZ2H:
Loss and total comprehensive ZAFEFERZEFELE
loss for the year - - - - - (195,813)  (195,813)
As at 31 December 2018 R=Z-N\F
+=-A=+-H 957,059 18,203 53,115 27,328 163,191 (1,278,775) (59,879)
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41.

LITIGATION

On 22 January 2015, the Company announced that a writ of
summons was issued in the Court of First Instance of the High
Court of Hong Kong (the “High Court”) by Mr. Au Kai To
Karel, as the plaintiff claiming against (i) End User Technology
Limited (“End User”), an indirect wholly-owned subsidiary of the
Company, as the 1st defendant; (ii) the Company, as the 2nd
defendant; and (iii) Lau Chi Yan Pierre, the managing director
and executive director of the Company, as the 3rd defendant for,
inter alia, (1) specific performance of an agreement dated 2 May
2013 in relation to a discloseable transaction of the Company
(details of which were disclosed in the announcement of the
Company dated 2 May 2013); or (2) alternatively, the damages
in the sum of HK$8,000,000 in lieu of specific performance;
and (3) the interest; (4) further and/or other relief; and (5) the
costs. Formal trial was held on 4=7 September 2017.

On 29 September 2017, the Company received a judgement
dated 29 September 2017 handed down by the High Court (the
“Judgement”) ordering, among others, that the Company and
End User, to pay, jointly and severally, damages to Mr. Au Kai
To Karel in the sum of HK$4.4 million.

As announced by the Company in its announcement dated
14 November 2017, the Company has appealed against the
Judgment by way of Notice of Appeal filed on 25 October 2017
with the Court of Appeal. The Company’s appeal is numbered
CACV 237 of 2017. Additionally, after seeking further legal
advice on the Judgement, the Appeal, the Petition (as explained
below) and other appropriate actions to be taken thereon.

On 13 November 2017, the Company received a petition made
by Mr. Au Kai To Karel (the “Petition”) in the matter of the
Companies (Winding Up and Miscellaneous Provision) Ordinance,
Chapter 32 (the “Ordinance”) from the High Court that the
Company may be wound up by the High Court under the
provisions of the Ordinance on the ground that the Company
is deemed to be unable to pay the sum of HK$4.4 million as
stipulated therein the Judgement mentioned above. The Petition
is numbered HCCW 343 of 2017.

The Company, on 1 December 2017, applied to the Court for
a validation order in respect of the Company’s disposition of
property pending determination of the Petition (the “Validation
Order”).

41.

%‘ﬁ

IL\\

[=]113

R-TE—RE—A-+—-H AAREMH "
BREFEE(RE)REBESEER((BEE
BT 1) REAERER R A AL B HERSH ()&
AR HEE AN B 2AEENd User Technology
Limited ([End User] XZEE— ) (i) A& (5
THE)  R(NVARF 2 EEAKEFHT
BEEREC(EZWE) UBUATEERSY
RE HBEFE: - (WEGBETEHRE=Z—
—“FRAZHZH®E  RABBEARRZA
FTHERXSFRBERAAFTAHA-_T—=
FRAA—AZAMHEE) Q) BF R EH
8,000,000/ LY B KR FIETTIES : RG)F
Bi@E—Rk SKEMBE: REKAE -
FXBACR - ZE—+tFNLAWBELH#E
1T °

R-E—+tFENA-+HhB KAGEER
HMA—E—+ENA-+tNABRESEERERE
A HR(THR D m< (ERaiE) AR R &
End Userfl @& FaAEER KD RIS F1EE
4 584,400,000 JT °

BOARARRR=TE—tF+—A+EAZA
WEEf AR ER-_E—tFE+A -+
L EFEA EFRAFE R AR H R
REESF - ARARZ EFHEHR AT —LF
CACV 237%5% ° bt4h - shaz#R ~ % E5F
ZE2m (RAT ) R EM A TR EE 1T
FERE—FTEEER -

R=F—+tF+—A+=H ARFEEH
BEEAREL  AREFLERBEBC(AR
OB B RFFEEAESOEBINE2E ([ G5
ZE2F(%ZEF]  EBARRARKRIER
BE B 3 E ait ¥R A BTl B9 & ££4,400,0007%
JC M Al BE 2 = A BT R B % G 0 2 1§ S00B
cREWBIBmMFE A T —EFHCCW 343
gﬁ °

ARBR-_ZT—tE+-_HA—BAREERR
ERERBAFERAS(RAL))  UEFEE

S ==
ZER e
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41.

LITIGATION (Continued)

At the hearing on 24 January 2018, the Validation Order was
granted by the Court in the terms as follows: until further order
of the Court, (i) any payment or other disposition of property
made on or after 13 November 2017 in the ordinary course of
the business of the Company shall not be void; (ii) the payments
made into or out of certain specified bank accounts of the
Company in respect of expenses incurred in the ordinary course
of business shall be sanctioned; (iii) the payment of reasonable
legal expenses incurred by the Company in various legal
proceedings shall not be void; (iv) any transfer of the Company’s
shares on or after 13 November 2017 shall not be void; and (v)
the Company shall provide to the Petitioner all quarterly Reports
commencing December 2017 and annual Reports starting from
the year ending 31 December 2017 within three days from the
date of issuance of the same to the public.

On 7 May 2018, upon the Company having paid into court
the judgement sum of HK$4.4 million pursuant to a court
order dated 16 April 2018, the Petition was adjourned until the
determination of the Appeal.

On 4 January 2019, the Court of Appeal allowed the Company’s
appeal despite dismissing End User's appeal. Reasons for
judgment was handed down on 18 January 2019. The Group
will seek further legal advice on the reasons for judgment and
other appropriate actions will be taken thereon if so advised. The
Group will take every possible step to protect the interests and
assets of the Group as well as the interest of the shareholders
and investors of the Company.

The Group will keep its shareholders and the public informed
of any further significant developments by making further
announcements as and when appropriate.

41.

¥ A (&)

RZE—NF—A-+HBEHETZRAN L
EREEERAS  BBEROT HEEE
BRE— P RLSBLEONTHBIER=Z—tF
T AT =B EBERARRIBE XK BIE
FYEH ZE A R E b ERE R B ¢ (i) Ht
REMBEEBBARTIEERAT ZE AR
HEHARRE THRERITELZ KA (i) T
BEEARRMESBEAEEFMEEZAE
FERBRAMZK: (WABEER T —tF+
—At+=BR 2B HE 2T RAARE KD E
Z i RWARE ERE AR EEIEE R
L(EZE—+E+-AR)RER(BEE=
T+ &+ A=+ BILFEER)ZBH
BZARNBZERERRITFESBA

R-ZZE—N\FAALH ARARREBHA
T N\FWA+NBHARBES FAR S
5 1) 5k 4 554,400,000 T8 - Z 2%
ERELEFBL -

R=ZZ—hF—AWMA ' EFEKE TEnd User
WESF  BEFREEAFAARRE EFF -
HREBHER=ZZ—NE—A+/\BEL -
AEBERRFRERSKE—SEEER
MAE R BRREMEETE -  AEEH
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42. ISSUED BUT NOT YET EFFECTIVE HKFRSs 42. ERHBRAIKREBRNSBIFREE
al
The Group has not applied any of the following new and revised AEBIWERFEATIER/MGEEKRE
HKFRSs that are relevant to the Group that have been issued WME FTE] RASAEZ] B A B 75 3R & 2281 -

but are not yet mandatorily effective:

HKFRS 16 Leases'

&8 U5 S 2RI 1657 HE

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an Investor and its

Associate or Joint Venture?

BB S E R F105% & REFRABEIAECE LHNEED SRR A2
BB ER 285 (BFTAX)

Amendments to HKAS 28 Long-term Interest in Associates and Joint Ventures'

BB G ER FE285 ((BETA) REERARIREEREZRAER

Amendments to HKFRSs Annual Improvements to HKFRS Standards 2015-2017 Cycle

BEM B ®REEL (BETA) EEMBRELEN T -—HFE_ T+ FRAHAZFREIE

HK(IFRIC) Interpretation 23 Uncertainty over Income Tax Treatments'

ER(BRMERERBZES)REF23N PIT 15 5% B2 32 /O 1 B E 1

1 Effective for annual periods beginning on or after 1 January 2019 1 H_TE-NF-_H-BRZ2ERABZFE
HA R A A
2 Effective for annual periods beginning on or after a date to be 2 HEGETHHS 2 ERBzFERBAE
determined 3
The Group is in the process of assessing the potential impact of AREBEENGLERFTREEBTESH
the above new and revised HKFRSs but is not yet in a position BHELEN 2 BELE - BrRAEHA Lt
to state whether the above HKFRSs will have a significant impact EENBHREEBAEENKEER R
on the Group's results of operations and financial position. MHERAEEBEEATE -
43. APPROVAL OF THE FINANCIAL STATEMENTS 43. ISR S 2t

The financial statements were approved and authorised for issue KB BEELEETENR_E—NF=A=
by the Board on 26 March 2019. TN B AR R SR T o
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A summary of the results and of the assets,
non-controlling interests of the Group for the last five financial years,

liabilities and

UIRAKEEEREMBRFEFRNRENREE
BEMFERERHSZ  DRHEEEETENLSE

as extracted from the published audited financial statements, is set 4% 8 % 3R & :
out below:
RESULTS E§
Year ended Year ended Year ended Year ended Year ended
31 December 2014 31 December 2015 31 December 2016 31 December 2017 31 December 2018
BE-Z-NfF BHZ-F-1F 21K BE-ZT—t% BE-E-0\%
+-A=1-H TZA=+-H +ZA=+-H +ZA=+-H TZA=1-H
R I35 Jl: 35S ILEE LEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TEL TATL TER
Revenue WA 69,877 131,398 256,232 430,184 559,785
LOSS BEFORE TAX BREAER (180,099) (119,388) (36,210) (90) (119,704)
Income tax &R (640) (4,004) (3.938) (3,242) -
LOSS FOR THE YEAR FRER (180,739) (123,392) (40,148) (3.332) (119,704)
Attributable to: 4
Owners of the Company FARRERES A (172,225) (124,944) (42,617) (6,725) (92,051)
Non-controlling interests FERER (8,514) 1,552 2,469 3,393 (27,653)
LOSS FOR THE YEAR FRER (180,739) (123,392) (40,148) (3332) (119,704)
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS & &E - &8 NIFIZRIER
As at As at As at As at As at
31 December 2014 31 December 2015 31 December 2016 31 December 2017 31 December 2018
RZZ-MmE RZE-1% RZIZ-RF i S 3 R-E-N%
+-A=+-H +-A=+-H +-A=1-H +-A=t+-H TZA=1-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT THL FATL FER
TOTAL ASSETS HEE 142,899 1,117,360 2,055,071 2,224,251 697,548
TOTAL LIABILITIES Bnaf (139,437) (1,033,666) (1,963,731) (2,083,091) (686,789)
3,462 83,694 91,340 141,160 10,759
EQUITY attributable to: EAEES:
Owners of the Company ARRREREA 12,934 15,679 3,301 40,114 (58,311)
Non-controlling interests FrkER (9,472) 68,015 88,039 101,046 69,070
3,462 83,694 91,340 141,160 10,759
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AGM(s)
KBRBEFAE

Articles

Rl

Audit Committee

E%EZBg

Board
=

CEO
17 IR 48

CG Code
3 %8 7 Al

Chairman

B

Company

ZNNS)

Director(s)

=

GEM
GEM

* for identification purpose only

* ERBT

— AT

The convertible bonds issued by the Company on 12 August 2008 as part of the
consideration to acquire the forestry business. These convertible bonds, originally due
on 12 August 2011 and extended to 12 August 2020, are interest-free and convertible
into the Shares at the conversion price of HK$0.095 per Share (subject to adjustment
according to the terms of the convertible bonds)
HMARRR2008F8ANRBAEITIERUBMAREB Z MO KRB ZAIRBKRES - ZF
A RE S (RR2011468 8128 B B & £20206F8 A 12H) KR B« WAl R R(E
& 1%0.095% T (1R 4% Al #8 AR & 25 2 (6 X AT T 38 B ) S 7 Bk 19

The convertible bonds issued by the Company on 21 April 2015 as part of the
consideration to acquire the entire issued share capital of Blossom Height Ventures
Limited. These convertible bonds due on 21 April 2018 are interest-free and convertible
into the Shares at the conversion price of HK$0.23 per Share (subject to adjustment
according to the terms of the convertible bonds)

AR QR R2015F 4 218 #1715 & W i Blossom Height Ventures Limited & 3 2 %
TRARZEDREZAIRKRES - ZF AT RKRES§R2018F4A21B R HERE
B WA IR B & R0.23% T (IR IR AT IR B 5 2 IR XAl TaR B) R Rk

Annual general meeting(s) of the Company

ARBBERBERE

The Articles of Association of the Company
ZAN/NIF R e

The audit committee of the Company

ARBBREZES

The board of Directors

Exg

The chief executive officer of the Company
RRAFITHR B

The Corporate Governance Code under the GEM Listing Rules
GEM ET R AITE T ¥ EJa <7 Al

The chairman of the Company
RRFEE

Merdeka Financial Services Group Limited
Merdeka Financial Services Group Limited (B2 & @ RS EE B R A7 *)

The director(s) of the Company
RRRES

The GEM of the Stock Exchange
Bt 22 Pff GEM
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GEM Listing Rules
GEM £ #7 Al

Group
REHE

Hong Kong
&8

HK$

A TT

INED(s)
BYFPTES

Ivana
Ivana

N/A
A58 H

Nomination Committee

REZB®

PRC
FE

Remuneration Committee

YFHEES

RMB
ARE

SFO
=5 & EE K
Share(s)

& 17
Shareholder(s)

& &=

Stock Exchange

Bt 22 BT

us
xH

usD
e

%
%

The Rules Governing the Listing of Securities on the GEM
GEME & 7 #3

The Company and its subsidiaries

RNRF R EME AR

The Hong Kong Special Administrative Region of PRC
BB E B R RITT IR

Hong Kong dollar(s), the lawful currency of Hong Kong
BT ABEEEK
Independent non-executive director(s) of the Company

ARBNBILIERITES

Ivana Investments Limited, a substantial shareholder of the Company
lvana Investments Limited * "2 R] 2 £ Z [ R

Not applicable
T iE A

The nomination committee of the Company

ARBREBEES

The People’s Republic of China
FEARAEFE

The remuneration committee of the Company

ARRFHMEES

Renminbi, the lawful currency of PRC

AR HBEEEE

The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
BB EDENERZ FRBAE B

The ordinary share(s) of HK$0.001 each in the share capital of the Company
AR RIS R & BUE H0.00178 7T B 3 58 AR

Holder(s) of the Share(s)

EVESTEPN

The Stock Exchange of Hong Kong Limited
ERBMERIMBERA

The United States of America
EHERERE

United States dollar(s), the lawful currency of US
En o EREER®

Per cent.

Elzpsd
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