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Characteristics of GEM of The Stock Exchange of Hong Kong Limited
(“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 annual 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 annual report.

This annual report, for which the directors (“Directors”) of First Credit Finance Group Limited
(“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 (“GEM Listing Rules”)
for the purpose of giving information with regard to the Company. The Directors, having made all
reasonable enquiries, confirm that, to the best of their knowledge and belief the information contained in
this annual 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 annual report
misleading.
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Corporate Information A3 &K

DIRECTORS

EXECUTIVE DIRECTORS

Mr. Li Sin Hung Maxim (Chairman) (deceased on 9 March 2020)
Ms. Xie Si

Mr. Wong Kai Lun

Ms. Lai Szu Yu

Ms. Cao Huifang (resigned on 30 April 2019)

INDEPENDENT NON-EXECUTIVE DIRECTORS
Dr. Fung Kam Man

Mr. Wang Zhiwei

Mr. Chan Tung Tak Alain

Mr. Li Long

Mr. Choy Sze Chung Jojo

AUTHORISED REPRESENTATIVES
Ms. Cheang Yee Wah Eva
Mr. Li Sin Hung Maxim (deceased on 9 March 2020)

Mr. Wong Kai Lun (appointed as an authorised representative on 11 March 2020)

AUDIT COMMITTEE MEMBERS
Mr. Choy Sze Chung Jojo (Chairman)

Dr. Fung Kam Man

Mr. Wang Zhiwei

Mr. Chan Tung Tak Alain

NOMINATION COMMITTEE MEMBERS

Mr. Li Sin Hung Maxim (Chairman) (deceased on 9 March 2020)

Mr. Chan Tung Tak Alain (Chairman) (appointed as the chairman of
nomination committee on 23 March 2020)

Dr. Fung Kam Man

Mr. Wang Zhiwei

Mr. Choy Sze Chung Jojo

REMUNERATION COMMITTEE MEMBERS
Dr. Fung Kam Man (Chairman)

Mr. Li Sin Hung Maxim (deceased on 9 March 2020)

Mr. Wang Zhiwei

Mr. Chan Tung Tak Alain

Mr. Choy Sze Chung Jojo

COMPLIANCE COMMITTEE MEMBERS
Dr. Fung Kam Man (Chairman)

Mr. Wang Zhiwei

Mr. Chan Tung Tak Alain

Mr. Choy Sze Chung Jojo

Ms. Lai Szu Yu

CREDIT COMMITTEE MEMBERS
Mr. Li Sin Hung Maxim (deceased on 9 March 2020)
Ms. Xie Si

Mr. Wong Kai Lun

Ms. Lai Szu Yu

Ms. Cao Huifang (resigned on 30 April 2019)
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Corporate Information 72 G & R (continued #)

REDIT REVIEW COMMITTEE MEMBERS
Dr. Fung Kam Man (Chairman)

Mr. Wang Zhiwei

Mr. Chan Tung Tak Alain

COMPLIANCE OFFICER

Ms. Lai Szu Yu

COMPANY SECRETARY

Ms. Cheang Yee Wah Eva

AUDITORS
Elite Partners CPA Limited
Certified Public Accountant

REGISTERED OFFICE
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

HEADQUARTERS, HEAD OFFICE AND PRINCIPAL
PLACE OF BUSINESS IN HONG KONG

21/F.=22/F., Fung House

19-20 Connaught Road Central

Central, Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER
OFFICE

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

HONG KONG BRANCH SHARE REGISTRAR AND
TRANSFER OFFICE

Tricor Investor Services Limited
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Hong Kong

PRINCIPAL BANKERS

The Hong Kong and Shanghai Banking Corporation Limited
Bank of China (Hong Kong) Limited
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Management Discussion and Analysis 12 [E

BUSINESS REVIEW AND PROSPECTS

During the year ended 31 December 2019, the Company and its subsidiaries
(collectively referred to as the “Group”) continued to focus on conducting
money lending business by providing both secured and unsecured loans to
customers, including individuals, corporations and foreign domestic workers.
The Group's average loan balance increased from approximately HK$897.42
million as at 31 December 2018 to approximately HK$961.89 million as at
31 December 2019. In order to enhance its competitiveness and to maintain
its market position within the ever changing industry and economy, the
Group has continued to develop its loan portfolio by diversifying its customer
base, in particular individual and corporate customers from different market
segments. Meanwhile, to ensure the credit quality of loan portfolio from
time to time, the Group puts considerable effort in strengthening the credit
risk control by reviewing and modifying its current credit assessments and
control measures.

The Group had also carried on securities trading business during the year
under review which involved the provision of services in relation to securities
brokerage and proprietary investments in listed securities through Asia
Wealth Securities Limited (“Asia Wealth Securities”), a wholly-owned
subsidiary of the Company, which held the licence to carry on Type 1
(dealing in securities) regulated activity (“Type 1 Licence”) under the
Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
("SFO"). After considering the prevailing market situation and the overall
performance of its securities brokerage and margin financing business
(“Securities Brokerage Business”), the Group ceased to carry on the
Securities Brokerage Business in mid-August 2019. In early September 2019,
Asia Wealth Securities notified the Securities and Futures Commission of
Hong Kong (“SFC") of the cessation of the Securities Brokerage Business and
requested the SFC to revoke the Type 1 Licence. The Type 1 Licence was
revoked by the SFC on 21 October 2019.

The Group will continue to engage in proprietary investment in listed
securities. In the future, while maintaining consistent availability of liquidity
for money lending business, the Group will closely monitor its cash position
and explore potential investment opportunities, including but not limited to
investments in bonds, debt instruments, listed equity securities or project-
based investments, subject to the prevailing market condition and the
position of the Group. In pursuing the investment opportunities, the Group
will take into account the potential returns and seek to minimise the
possible market risks and liquidity risks.
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Management Discussion and Analysis & 32 /& 57 5% & 2 5T (continued i)

Looking forward, with the ultimate aim to maximise value for shareholders
and enhance its position in the competitive industry, the Group will continue
to strive for maintaining revenue growth and credit quality on the basis of its
experience in money lending business. Meanwhile, the Group will closely
monitor its capital base from time to time to ensure sufficient funding is
maintained through various means for capturing and supporting different
potential opportunities.

FINANCIAL REVIEW

REVENUE

The Group’s revenue for the year under review is derived from interest
received from the provision of various types of loan products as well as
commission received from the provision of securities brokerage services to its
customers.

For the year ended 31 December 2019, the revenue generated was

approximately HK$88.88 million, representing a slight decrease of
approximately 4.18% over the revenue of approximately HK$92.76 million
recorded for the year ended 31 December 2018. For the year under review,
the revenue mainly comprised loan interest income while the revenue derived
from the securities trading segment was negligible as a result of reduced
trading transactions and the cessation of the Securities Brokerage Business

during the year under review.

The slight decrease in revenue was mainly attributable to the decrease in the
average interest rate in the money lending business. While the Group's
average loan balance slightly increased by approximately 7.18% to
approximately HK$961.89 million for the year under review as compared to
approximately HK$897.42 million for the corresponding period in 2018, the
average interest rate in the money lending business recorded a decrease
from approximately 10.33% per annum for the year ended 31 December
2018 to approximately 9.24% per annum for the year under review,

resulting in an overall decrease in revenue for the year under review.
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Management Discussion and Analysis & 12 /& 57 5@ & 2 M continued #)

®EH

COMPARISON OF REVENUE FROM SECURED —E-NER_F-NEF
i 3 2z b8

AND UNSECURED LOANS IN 2018 AND 2019 BERREEFGRH

HK$'000
TAT
90,000 —

80,000 —

70,833
70,000 68,687

60,000
50,000
40,000
30,000
20,000

10,000

0

Secured Loan Unsecured Loan

FIRPER BEFER

H2019=-F—H &
M2018=F— )\ ¥

F-EREREEARAF —T-NFER



Management Discussion and Analysis & I & 5V & & 2 HT continued #)

Revenue breakdown

W 255 BA 40

2019
—EB-AE

HK$’'000
FHERT

Unsecured loans BHEBEER
Personal loans BAAER 51,644
Corporate loans TEER 12,034
Foreign domestic workers loans INEREBIER 5,009
Sub-total et 68,687
Secured loans FHRAER
First property mortgage loans F-MERBER 2,177
Subordinated property mortgage loans FE-—MERBER 1,105
Other secured loans HEMmBEBER 20,764
Sub-total %y 24,046
Total 45t 92,733

NET INTEREST MARGIN

The Group recorded a net interest margin of approximately 8.95% for the
year ended 31 December 2019, representing a drop compared to that of
approximately 9.89% for the corresponding period in 2018. In respect of
unsecured loans, the net interest margin decreased from approximately
9.96% for the year ended 31 December 2018 to approximately 9.34% for
the year ended 31 December 2019. Meanwhile, net interest margin in
respect of secured loans decreased from approximately 9.70% for the year
ended 31 December 2018 to approximately 7.69% for the year ended 31
December 2019.

The decrease in overall net interest margin was primarily due to the Group’s
pricing strategy under the low interest rate environment of the competitive
money lending industry.
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Management Discussion and Analysis & 12 /& 57 5@ & 2 M continued #)

Net interest margin

BRE

2019 2018
—E-AE —E-N\F

Unsecured loans EHRAER
Individuals @A 8.77% 9.30%
Corporations b1E S 8.79% 9.67%
Foreign domestic workers INERERBT 43.47% 48.84%

Secured loans FHRAER
Individuals & A 10.67% 9.23%
Corporations 1=E 6.66% 9.87%
All loans FAEEm 8.95% 9.89%
Unsecured loans EEBEX 9.34% 9.96%
Secured loans BHEBER 7.69% 9.70%

OTHER INCOME AND OTHER GAINS AND LOSSES

The Group's other income for the year under review included dividend
income, other interest income, bank interest income derived from bank
deposit and sundry income. The Group's other income recorded a significant
decrease of approximately 99.36% from approximately HK$6.17 million for
the year ended 31 December 2018 to approximately HK$0.04 million for the
year ended 31 December 2019. The substantial decrease in other income was
mainly due to the absence of the one-off compensation income from a
former Director in the year under review which was recognised in other
income for the year ended 31 December 2018.

Meanwhile, the Group recorded other losses of approximately HK$3.95
million for the year ended 31 December 2019 as compared to other gains of
approximately HK$1.19 million for the year ended 31 December 2018. Other
losses recorded for the year under review represent the realised loss and fair
value loss from investment in listed securities (i.e. financial assets at fair
value through profit or loss) and was mainly attributable to the decrease in
fair value of the financial assets during the year ended 31 December 2019.

Details of other income and other gains and losses are set out in notes 10
and 11 to the consolidated financial statements respectively.
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Management Discussion and Analysis & 32 /& 57 5% & 2 5T (continued i)

ADMINISTRATIVE EXPENSES

The Group’s administrative expenses for the year under review mainly
comprised employment expenses, occupancy costs for its offices and
depreciation and amortisation charges. Employment expenses included

directors’ emoluments, employees’ salaries, bonuses, mandatory and

voluntary provident fund contributions, and insurance premium for
employees, etc. Occupancy costs included management fees, government
rent and rates as well as utilities expenses. Administrative expenses also

included repair and maintenance and general insurance premiums, etc.

For the year ended 31 December 2019, the Group’s administrative expenses
decreased and recorded at approximately HK$28.06 million as compared to
approximately HK$33.73 million for the year ended 31 December 2018
which was mainly due to decrease of employment expenses for the year
under review.

Administrative expenses

1T R X
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MITBRRAXBEBEE_Z—-\F+t_A=+—81C
F € #933,730,000/% 7T 2 I $% 15 #£)28,060,000
BT TEAREBEFENREEM NP ME -

THBX
2019 2018
—¥-AE —ZE-N\F
HK$’000 HK$'000
FHET FH&ET
Employment expenses EEFAX 17,424 22,019
Occupancy costs AR 978 6,205
Depreciation and amortisation charges TEREHE 7.749 4,491
Repair and maintenance and others HIERE REMAX 467 564
Insurance premium R 1,438 448
Total @5t 28,056 33,727

IMPAIRMENT LOSS ON LOANS RECEIVABLE

The Group's impairment losses mainly relate to expected credit loss
allowance for loans receivable.

For the year ended 31 December 2019, the Group recorded an impairment
loss on loans receivable of approximately HK$200.58 million as compared to
approximately HK$15.63 million for the corresponding period in 2018. The
significant increase in impairment loss on loans receivable is principally due
to an increase in loans receivable which have past due for the year ended
31 December 2019. in note 24 to the
consolidated financial statements.

Further details are set out

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Management Discussion and Analysis & I /& 57 & & 2D M continued )

Impairment loss on loans receivable

FE W B R E 5 18

2019
—E-AE

HK$'000
FHERT

Impairment loss on loans receivable on individual 18 37 AT FE U E R
assessment A E 18 2,660
Impairment loss on loans receivable on collective SR MEERER
assessment R E 18 12,974
Total “BEt 15,634
TRADING RIGHT WRITTEN OFF sH = 5 1

For the year ended 31 December 2019, the Group has written off a trading
right of HK$3.10 million. Such trading right was written off for the year
under review as a result of the derecognition of the trading right of Asia
Wealth Securities due to the cessation of the Securities Brokerage Business in
August 2019.

OTHER OPERATING EXPENSES

The Group’s other operating expenses for the year ended 31 December
2019 mainly comprised legal and professional fees, audit fees, other general
expenses and advertising and promotion expenses.

As compared to approximately HK$17.58 million for the year ended 31
December 2018, other operating expenses for the year ended 31 December
2019 substantially decreased to approximately HK$10.37 million, which was
mainly owing to the decrease in legal and professional fees and consultancy
services fees as well as the decrease in other general expenses as a result of
the cessation of the Securities Brokerage Business for the year under review.

Other operating expenses
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HK$’'000
FHET

Legal and professional fees and consultancy services fees
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NEARBER 8,720
Audit fees EBITEBA 700
Advertising and promotion expenses s R R 1,552
Other general expenses Hh— M 6,607
Total #BEt 17,579
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Management Discussion and Analysis & I & 5V & & 2 HT continued #)

FINANCE COSTS

December 2019
represented interest on lease liabilities after the coming into effect of HKFRS

The Group's finance costs for the year ended 31

16 for the year under review. Finance costs decreased substantially from
approximately HK$1.58 million for the year ended 31 December 2018 to
approximately HK$0.19 million for the year ended 31 December 2019 due to
the absence of interest expenses on loan for the year under review.

Finance costs

i & M

HEEET

Interest on lease liabilities

MBEM

AEBEBE-ZT-—NAF+_A=+—BLEFEN
R BRERDBFENEEMBRE LA E 16
RERENHEAGNE -WBBAAHEZE=Z
—\F+ZA=+—HIEFEH41,580,000% 7L A
BRIEHE-_ZT—NF+_A=+—BLEE
#7190,00078 7T + 1t T3 B 74 B B8 4F & PO I 4 B SR
BRZAE-

2019
—E-AE

HK$'000
FHERT

S
Interest on other loans HEERAE 1,583
Total st 1,583

LOSS FOR THE YEAR

For the year under review, the Group recorded a loss attributable to owners
of the Company of approximately HK$132.89 million when compared to a
profit attributable to owners of the Company of approximately HK$25.93
million for the year ended 31 December 2018. The turnaround from profit to
loss was mainly attributable to the significant increase in impairment loss on
loans receivable for the year under review as disclosed under the paragraph
headed “Impairment Loss on Loans Receivable” in the “Financial Review”
section.
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Management Discussion and Analysis

LIQUIDITY, FINANCIAL RESOURCES AND
CAPITAL STRUCTURE

As at 31 December 2019, the Group had bank and cash balances (excluding
trust and segregated accounts) of approximately HK$17.08 million (31
December 2018: HK$37.36 million), all of which are denominated in Hong
Kong dollars. There is no minimum capital requirement for the Group’s
principal money lending business. The board of Directors (“Board”) considers
that the cash level of the Group as at 31 December 2019 was satisfactory in
terms of fund utilisation.

The Group adopted a treasury policy with the aims to utilise the surplus and/
or idle funds of the Group and to achieve capital appreciation in the long-
term. Under the treasury policy, the Group may invest in diversified
investment products which the Board thinks fit, including but not limited to
government bonds and debt instruments, listed equity securities on the Stock
Exchange.

There was no bank borrowing as at 31 December 2018 and 31 December
2019

As at 31 December 2019, the net current assets of the Group amounted to
approximately HK$668.87 million (31 December 2018:
HK$548.07 million) and the current ratio, being the ratio of current assets to
December 2018:
The setback in current ratio was mainly

approximately
current liabilities, was approximately 76.22 times (31
approximately 173.86 times).
attributable to an increase in current tax liabilities for the year under review
and an increase in lease liabilities due to the adoption of HKFRS 16 for the
year ended 31 December 2019.

For the year under review, the Group financed its operations by cash flow
from operating activities. Where appropriate, the Group may apply for loans
and/or credit facilities from independent third parties and banks and may
conduct fund raising activities by issuing equity shares and/or loan notes.

MATERIAL ACQUISITION AND DISPOSAL AND
FUTURE PLANS FOR MATERIAL INVESTMENTS
OR CAPITAL ASSETS

During the year ended 31 December 2019, there had been no material
acquisition or disposal of subsidiaries, associates and joint ventures by the
Group. The Group had no specific future plan for material investments or
capital assets as at 31 December 2019.
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SIGNIFICANT INVESTMENTS HELD

As at 31
investments.

December 2019, the Group did not hold any significant

INFORMATION ON EMPLOYEES

As at 31 December 2019, the Group employed a total of 43 staff (31
December 2018: 41 staff). Total remuneration of employees (including
directors’ emoluments) for the year ended 31 December 2019 was
December 2018:
HK$21.74 million). The Company’s remuneration policies are formulated on

approximately HK$17.12 million (31 approximately

the basis of performance, qualifications and experience of individual
employee and with reference to the prevailing market conditions. The
remuneration packages of the employees of the Group comprise monthly
fixed salaries and discretionary year-end bonus which may be given to
employees based on their individual performance as recognition of and
reward for their contributions. The employees are also entitled to participate
in the share option scheme adopted by the Company for the purpose of
providing incentives and rewards to eligible participants, including the
employees, who contribute to the success of the Group’s operations. Further
details of the share option scheme are set out in note 33 to the
consolidated financial statements.

The Group adopted a staff training and development policy with the aims to
improve and enhance its competitiveness in the financial market as high
quality staff training forms the foundation for the provision of superior
financial services to the customers. Staff training (including the distribution of
training materials) is provided regularly on any updates or information in
relation to the money lending industry with reference to the fast-changing
market environment, the business objectives of the Group and the relevant
requirements of the regulatory bodies.

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2019, none of the Group’s assets was pledged as
security for liability.

GEARING RATIO

Gearing ratio is calculated as the net debt (being borrowings and lease
liabilities less bank and cash balances) divided by the sum of the adjusted
capital (being the share capital, retained profits and other reserves) and net
debt.

The Group recorded continuous net cash (i.e. negative net debt) of
approximately HK$8.19 million as at 31 December 2019 (31 December 2018:
net cash of approximately HK$34.34 million). Therefore, the gearing ratio
remained negative (i.e. approximately —0.95%) as at 31 December 2019 (31
December 2018: approximately —3.58%).
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Management Discussion and Analysis & 12 & 57 55 &

FOREIGN EXCHANGE EXPOSURE

For the year ended 31 December 2019, the Group principally engaged in the
money leading business and securities related business in Hong Kong. As the
revenue and cost of business are principally denominated in Hong Kong
dollars, the exposure to the risk of foreign exchange rate fluctuations for the
Group is minimal. Hence, no financial instrument for hedging was employed
during the year ended 31 December 2019 (2018: Nil).

CONTINGENT LIABILITIES

Details of the Group’s contingent liabilities are set out in note 35 to the
consolidated financial statements.

SUSPENSION OF TRADING

Trading in the shares of the Company has been suspended since 24
November 2017 pursuant to the direction of the SFC made under Section
8(1) of the Securities and Futures (Stock Market Listing) Rules (Chapter 571V
of the Laws of Hong Kong) and will remain suspended until further notice.

Announcements were made by the Company on 1 August 2018, 1
November 2018, 1 February 2019, 2 May 2019, 1 August 2019, 1
November 2019 and 31 January 2020 pursuant to Rule 17.26A of the GEM
Listing Rules.

As disclosed in the announcement of the Company dated 24 June 2019, the
Stock Exchange has withheld exercising its right to delist the Company
although trading in its shares remained suspended on 31 July 2019. As such,
trading in the shares of the Company will continue to be suspended until
further notice.

As disclosed in the announcement of the Company dated 31 January 2020,
the Company made written representations to the Commission Secretary of
the SFC on 31 October 2019 and 16 January 2020 for the purpose of the
Company’'s trade resumption application. The Company’s said trade
resumption application is still pending. Since it remains uncertain as to
whether the SFC will be satisfied with such further written representations,
the Company is not in a position to provide any concrete resumption
timeframe at this stage. The Company and its legal representatives will

closely follow up with this matter.
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Corporate Governance Report ¥ EBHRS

Pursuant to Rule 18.44(2) of the GEM Listing Rules, the Board is pleased to
present this corporate governance report (“CG Report”) for the year ended
31 December 2019. This CG Report highlights the key corporate governance
practices of the Company.

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standards of corporate
governance. The Directors believe that sound and reasonable corporate
governance practices are essential for the growth of the Group and for
safeguarding the shareholders’ interests. The principles set out in the
Corporate Governance Code (“CG Code"”) contained in Appendix 15 to the
GEM Listing Rules have been applied in maintaining an effective Board,
internal controls,

sound and transparency and accountability to all

shareholders.

To the best knowledge of the Board, throughout the year ended 31
December 2019, save for the code provision A.6.5 of the CG Code, the
Company had complied with all the code provisions set out in the CG Code
and no deviation from the CG Code during the year had been noted by the
Company.

Details of the deviations from code provision A.6.5 of the CG Code are set
out under the paragraph headed “Directors’ Induction and Continuing

Professional Development Programme” in this CG Report.
DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities
transactions by directors on terms no less exacting than the required
standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules.
Having made specific enquiries of all the Directors, each of the Directors
confirmed that he/she had complied with the required standard of dealings
and the code of conduct regarding securities transactions by directors
adopted by the Company throughout the year ended 31 December 2019. No

incident of non-compliance during the year was noted by the Company.
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BOARD OF DIRECTORS
RESPONSIBILITIES AND DELEGATION OF THE BOARD

The Board has a balance of skill and experience and a balanced composition
of executive and non-executive Directors. It is responsible for formulating the
Group's long term strategy, determining and approving the Group’s
significant transactions and supervising the management to ensure thorough
implementation of the Group’s policies and effective performance of their
duties. The Board is also responsible for reviewing the remuneration of the
Directors. The Board also communicates with the shareholders of the

Company and regulatory bodies and makes recommendation to the
shareholders on final dividend and approves the declaration of any interim

dividend.

The Board is accountable to the shareholders for the strategic development
of the Company with the goal of maximising long-term shareholders’ value,
while balancing broader stakeholders’ interests.

The Company has complied with Rules 5.05(1) and (2), and 5.05A of the
GEM Listing Rules that the Board includes at least three independent non-
executive Directors, which represents at least one-third of the Board and at
least one of the independent non-executive Directors possesses the
appropriate professional qualifications or accounting or related financial

management expertise.

The Company received an annual confirmation from each of the independent
non-executive Directors stating his independence pursuant to Rule 5.09 of
the GEM Listing Rules and considers each of them to be independent.

Biographical details of the Directors are set out in the section headed
"Biographical Details of Directors and Senior Management” from pages 35
to 38 of the annual report of the Company for the year ended 31
December 2019.

All Directors have access to the advice and services of the company secretary
of the Company (“Company Secretary”), senior management and the
compliance officer who is mainly responsible for ensuring that the Company
is in compliance with the GEM Listing Rules and advising the Board on
compliance matters. Directors are also provided with access to independent
professional advice, where necessary, in carrying out their obligations as
Directors, at the expense of the Company.

The Board has delegated the day-to-day management to the executive
Directors and senior management of the Company who regularly review the
financial results and performance of the Group and make financial and
operational decisions for the implementation of strategies and plans

approved by the Board.
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There is no relationship (financial, business, family or otherwise) between
members of the Board and between the Chairman and the Chief Executive
Officer of the Company.

ROTATION AND RE-ELECTION OF DIRECTORS

Pursuant to the bye-laws of the Company (“Bye-laws”), at each annual
general meeting (“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 less
than one-third) shall retire from office by rotation, provided that every
Director shall be subject to retirement by rotation at least once every three
years. Such retiring Directors shall be eligible for re-election and shall

continue to act as a Director throughout the meeting at which he retires.

In accordance with the Bye-laws, 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, subject to authorisation by the
shareholders in general meeting, as an addition to the existing Board. Any
Director appointed by the Board to fill a casual vacancy shall hold office until
the first general meeting of shareholders of the Company after their
appointment and be subject to re-election at such meeting and any Director
appointed by the Board as an addition to the existing Board shall hold office
only until the next following AGM and shall then be eligible for re-election.
The executive Directors have entered into service contracts with the
Company for a term of three years. The Company has also issued a letter of
appointment to each of the independent non-executive Directors for a term
of two years. All Directors are subject to retirement, re-election and removal
in accordance with the Bye-laws.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

During the year ended 31 December 2019, roles of the Chairman and the
Chief Executive Officer of the Company were held separately by two
different individuals to ensure a clear division between their responsibilities
and independence. The separation ensures a balance of power and authority
so that power is not concentrated in any one individual. The responsibility of
the Chairman is to manage the Board to ensure its effectiveness in all
aspects by providing strategic and business direction while the Chief
Executive Officer is responsible for the Company’s day-to-day management
and operations as well as to implement objectives, strategies and policies
approved and delegated by the Board. During the year under review, the
Chairman of the Company was Mr. Li Sin Hung Maxim and the Chief
Executive Officer was Mr. Tsang Yan Kwong.
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As disclosed in the announcement of the Company dated 11 March 2020,
Mr. Li Sin Hung Maxim, an executive Director and the Chairman of the
Board, passed away on 9 March 2020. The Company will use its best
endeavour to identify a suitable candidate for the role of the Chairman as
soon as possible.

Furthermore, Mr. Tsang Yan Kwong has resigned as the Chief Executive
Officer of the Company with effect from 19 March 2020 and on the same
date, Ms. Ho Yuen May May was appointed as the new Chief Executive
Officer of the Company in replacement of Mr. Tsang Yan Kwong.

NON-EXECUTIVE DIRECTORS

Under the code provision A.4.1 of the CG Code, non-executive directors
should be appointed for a specific term and subject to re-election. As at the
date of this CG Report, the Company had five independent non-executive
Directors and each of them entered into a letter of appointment with the
Company for a term of two years.

BOARD MEETINGS AND ATTENDANCE

Regular Board meetings are scheduled to be held four times a year on a
quarterly basis with notice given to the Directors at least 14 days in
advance. For other Board meetings involving discussion and resolution of
significant issues in relation to the operation of the Company, notice is given

in a reasonable time in advance.

Before each Board meeting, all Directors are provided with a draft agenda
and the accompanying board papers at least three days in advance or such
other period as agreed in order to allow the Directors to include any other
matters in the agenda that are required to be discussed or resolved at the
meeting. To enable the Directors to make informed decisions, adequate and
appropriate information in relation to the matters of the meeting are also
sent to all Directors in a timely manner. According to the GEM Listing Rules,
any directors who or whose close associates (or associates for connected
transactions) have a material interest in the contract or arrangement or any
other proposal to be approved at a board meeting shall abstain from voting
on the relevant resolutions and not to be counted in the quorum at the
meeting.

The Company Secretary is responsible for keeping all minutes of the Board
meetings. Draft minutes are normally circulated to Directors for comments
within reasonable time after each meeting and the final version is made
available to them for their review and signing.
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The attendance record of each Director at the Board meetings and general R#EHEZE_-_ZT—AF+_A=+—HIFE &2
meetings during the year ended 31 December 2019 is set out in the ZEHFEEECCHMBREASHRABRRINOT
following table:

Number of meetings attended/number
of meetings held during the tenure of
the relevant Director for the year
ended 31 December 2019
HESHERY EHHAESER
BE-_T—hAL#FE+-A=+—BLFEE
ZIEHRARITHERRY

Board meeting  General meeting

EEEER BREXE
Total number of meetings held during the year RBEE-FT— N £
ended 31 December 2019 +=ZA=+—HLEER
BEITHERERY 16 1
Name of Directors EEHE
Executive Directors BITES
Mr. Li Sin Hung Maxim (Chairman) R K E(EE) 16/16 11
Ms. Xie Si FikG R 1716 0/1
Mr. Wong Kai Lun =R m L& 16/16 11
Ms. Lai Szu Yu — appointed as an executive Director #8BIF &+ — R=-F— N F
on 30 April 2019 A=+ HEZT
RBHTEE 912 171
Ms. Cao Huifang — resigned as an executive Director BEZF R+ — R-F— /1 F
on 30 April 2019 mA=+H
FHEHTESE 0/4 0/0
Independent Non-executive Directors BIAKBITES
Dr. Fung Kam Man 5 8 3 £ 13/16 171
Mr. Wang Zhiwei FE#TE 13/16 11
Mr. Chan Tung Tak Alain FR 3BB 1 St A 12/16 11
Mr. Li Long FELAE 13/16 11
Mr. Choy Sze Chung Jojo RIS A 13/16 11

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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DIRECTORS’ INDUCTION AND CONTINUING PROFESSIONAL
DEVELOPMENT PROGRAMME

According to code provision A.6.1 of the CG Code, every newly appointed
director of an issuer should receive a comprehensive, formal and tailored
induction on appointment. Ms. Lai Szu Yu, an executive Director who was
appointed during the year ended 31 December 2019, had received tailored
induction package covering topics such as the responsibilities of directors of
listed companies as well as the continuing obligations and compliance
requirements of listed companies under the GEM Listing Rules.

Code provision A.6.5 of the CG Code requires all directors to participate in
continuous professional development to develop and refresh their knowledge
and skills. To ensure that all Directors’ contribution to the Board remain
December 2019, the
Directors, namely Mr. Li Sin Hung Maxim, Ms. Xie Si, Mr. Wong Kai Lun, Ms.
Lai Szu Yu, Dr. Fung Kam Man, Mr. Wang Zhiwei, Mr. Chan Tung Tak Alain,
Mr. Li Long and Mr. Choy Sze Chung Jojo had participated in continuous

informed and relevant, during the year ended 31

professional development by attending training courses provided by

professional firms or institutions, or reading materials provided by the
Company regarding updates on the GEM Listing Rules and relevant
regulatory requirements. Due to the short tenure of her directorship during
2019, Ms. Cao Huifang did not attend any directors’ training during her
tenure as a Director for the period from 1 January 2019 to 30 April 2019.
Save for the non-compliance disclosed above, all Directors confirmed that
they had complied with the code provision A.6.5 of the CG Code during the

year under review.

BOARD COMMITTEES
AUDIT COMMITTEE

The audit committee was established in 2011 with its written terms of
reference in compliance with the CG Code. The audit committee currently
comprises four independent non-executive Directors, namely Mr. Choy Sze
Chung Jojo (chairman of the audit committee), Dr.
Wang Zhiwei and Mr. Chan Tung Tak Alain.

Fung Kam Man, Mr.
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Corporate Governance Report (e 2B B3RS continued &)

The audit committee held 5 meetings during the year ended 31 December
2019. The composition of the audit committee and the attendance record of
each member at the audit committee meetings held during the year ended
31 December 2019 are set out below:

Total number of meetings held during the year

E-NFH_AZ+—BLFE EKZ
AAREH BEREZEFEARREKER
Z-NE+_A=+-HLFERTHNE
FHEMEERHERINET

U

m |1 oy ||
A

P
B 18 Y

L

\
.

Number of meetings
attended/number of
meetings held during
the tenure of the
relevant member for
the year ended

31 December 2019
HEEERY EHER
BERBE-FT—AF
+-A=+—HLEEEZ
AR RITHERRE

RBEE-_FT-AFE+=-A=+—HL

ended 31 December 2019 EERNEBTHERERY 5
Name of committee members EEERERE
Mr. Choy Sze Chung Jojo EBRBEAE

(chairman of the audit committee) (FERZEEFE) 5/5
Dr. Fung Kam Man Vit B 5/5
Mr. Wang Zhiwei FEMELEE 5/5
Mr. Chan Tung Tak Alain BRmEEE 5/5

The primary function of the audit committee is to monitor integrity of the
Company'’s financial statements, financial reports and accounts and to review
the financial and accounting policies and practices of the Company and its
to the Board on the

appointment, re-appointment and removal of external auditors and reviews

subsidiaries. It also makes recommendations
the Company’s financial controls, risk management and internal control

systems (“RM & IC Systems”) on a regular basis.

During the year under review, the audit committee has reviewed the Group’s
quarterly, interim and annual financial results, the Group's financial reporting
system, the RM & IC Systems and the effectiveness of the Company's
internal audit function. It has discussed with the management on the RM &
IC Systems to ensure that the management has performed its duty to have
effective systems. The audit committee has also made recommendations to
the Board on the re-appointment of the external auditors after reviewing the
scope of work offered, taking into account their remuneration and terms of
engagement.

During the year under review, the Board did not take a different view from
the audit committee on the appointment of external auditors.
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Corporate Governance Report

During the year ended 31 December 2019, the Group has complied with
Rule 5.28 of the GEM Listing Rules that the audit committee comprises non-
executive Directors only, with a minimum of three members, at least one of
whom is an independent non-executive Director with appropriate
professional qualifications or accounting or related financial management
expertise, and that the audit committee is chaired by an independent non-

executive Director.

NOMINATION COMMITTEE

The nomination committee was established in 2011 with its written terms of
reference in compliance with the CG Code. During the year ended 31
2019,
namely Mr.

December the nomination committee comprised one executive

Director, Li Sin Hung Maxim (chairman of the nomination
committee) and four independent non-executive Directors, namely Dr. Fung
Kam Man, Mr. Wang Zhiwei, Mr. Chan Tung Tak Alain and Mr. Choy Sze

Chung Jojo.

With effect from 23 March 2020, Mr. Chan Tung Tak Alain was appointed
as the chairman of the nomination committee to fill up the vacancy
following the passing away of Mr. Li Sin Hung Maxim.

The nomination committee held 3 meetings during the year ended 31
December 2019. The composition of the nomination committee and the
attendance record of each member at the nomination committee meetings
held during the year ended 31 December 2019 are set out below:

@ % /;%; /Lﬁ $§ /__:‘1: (continued &)
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Number of meetings
attended/number of
meetings held during
the tenure of the
relevant member for
the year ended

31 December 2019
HEZHRY EAH
BERBE-T—N%¥
+TZA=+—BLEEZ

EHRFMETHERIAY

Total number of meetings held during the year RBE-_T—-hE+=-A=+—H

ended 31 December 2019 LFEERBTHERERE 3
Name of committee members ZEERERE
Mr. Li Sin Hung Maxim FHAEE

(chairman of the nomination committee) (lREZB&FE) 3/3
Dr. Fung Kam Man ik g e 3/3
Mr. Wang Zhiwei FTREHLE 3/3
Mr. Chan Tung Tak Alain BoR 3 18 o A 3/3
Mr. Choy Sze Chung Jojo B2 BEEE 3/3

E—FHeREEARAR —T-NFER
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Corporate Governance Report (e 2B B3RS continued &)

The primary function of the nomination committee is to review the structure,
size and composition of the Board and make recommendations to the Board
on suitable candidates for appointment as Directors, re-appointment or re-
designation of Directors, succession planning for Directors and assessment of
the independence of the independent non-executive Directors.

The Company adopted a board diversity policy in September 2013 which sets
out the approach to achieve diversity on the Board. The board diversity
policy was revised in January 2019. The Company considers that diversity of
perspectives can be achieved through consideration of a number of
measurable objectives including but not limited to gender, age, ethnicity,
skills,
knowledge, length of service and other factors that the Company deems

culture and educational background, professional experience,
relevant. Such measurable objectives for diversity have be taken into account
in determining appointments to the Board and the continuation of those
appointments to achieve the optimum composition of the Board. The
nomination committee will discuss and agree on the measurable objectives
basis and will

on an annual recommend changes to the measurable

objectives if it considers necessary to the Board for adoption.

The Company also adopted a nomination policy which came into effect in
January 2019. The nomination policy sets out the selection criteria in
assessing the suitability of a proposed candidate as Director. Such criteria
include but not limited to academic background, qualifications, relevant
in the
candidate. Suitable candidate can be nominated by any Director for the

experiences industry, character and integrity of the proposed

nomination committee’s consideration. Nomination committee should
evaluate the personal profile of the candidate based on the selection criteria
as set out in the nomination policy and undertake adequate due diligence in
respect of each proposed candidate. After comprehensive assessment, the
nomination committee will then make appropriate recommendations to the
Board for approval. All appointments of Directors will ultimately be based on
merit while taking into account the measurable objectives with regard to the
benefits of diversity on the Board.

The nomination committee will review the nomination policy and the board
diversity policy on a regular basis, discuss any revision that may be required
and recommends any proposed changes to the Board for approval.

During the year under review, the nomination committee assessed and
reviewed the structure, size and composition of the Board, as well as the
independence of the independent non-executive Directors. The nomination
committee considered that an appropriate balance of diversity was
maintained on the Board, which comprised members of both gender and of
different qualifications and experience. The nomination committee discussed
and reviewed the retirement and re-election of Directors and other relevant
issues. During the year under review, the nomination committee discussed
and reviewed the personal profile, experience and qualifications of Ms. Lai
Szu Yu and having made due regard to the board diversity policy and the
recommendations to the Board for her

nomination policy, made

appointment.
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Corporate Governance Report

REMUNERATION COMMITTEE

The remuneration committee was established in 2011 with its written terms
of reference in compliance with the CG Code. During the year ended 31
December 2019,
Director,

the remuneration committee comprised one executive

namely Mr. Li Sin Hung Maxim, and four independent non-

executive Directors, namely Dr. Fung Kam Man (chairman of the
remuneration committee), Mr. Wang Zhiwei, Mr. Chan Tung Tak Alain and

Mr. Choy Sze Chung Jojo.

The remuneration committee held 4 meetings during the year ended 31
December 2019. The composition of the remuneration committee and the
attendance record of each member at the remuneration committee meetings
held during the year ended 31 December 2019 are set out below:

Total number of meetings held during the year

@ % /;%; /Lﬁ $§ /__:‘1: (continued &)
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Number of meetings
attended/number of
meetings held during
the tenure of the
relevant member for
the year ended

31 December 2019
HEEERy 8
RERBE-_F—h%
+TZA=+—HLEEZ
EHRFRETHERRIY

REBE-F—-—NE+=-A=+—HL

ended 31 December 2019 EFEREBTHERERY 4
Name of committee members EEERENSE
Dr. Fung Kam Man Vit b

(chairman of the remuneration committee) (FiNZE8&F/E) 4/4
Mr. Li Sin Hung Maxim FHAEE 4/4
Mr. Wang Zhiwei FEHELE 4/4
Mr. Chan Tung Tak Alain PRiBELE 3/4
Mr. Choy Sze Chung Jojo E=REIRL AL 4/4

of the
recommendations to the Board on the policy and structure of the

The primary duties remuneration committee are to make
remuneration of all Directors and senior management and to determine the

remuneration packages of individual executive Directors and senior
management, including benefits in kind, pension rights and compensation
payments, and ensure none of the Directors or any of their associates will

determine his/her own remuneration.
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During the year under review, the remuneration committee adopted the
approach under code provision B.1.2(c)(i) of the CG Code to determine, with
delegated responsibility, the remuneration packages as well as the terms of
the service contracts of the executive Directors and senior management of
the Company. In addition, it has met to review the remuneration policy and
structure and to assess the performance of Directors.

Pursuant to code provision B.1.5 of the CG Code, the annual remuneration
of the senior management by band for the year ended 31 December 2019 is
set out below:

ﬁ % % /é i& /__:.z: (continued &)
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EEFMAIRE URARARTEERSRAER
BRBELHNGR- W HERITEE R
R R RBEANFHES 2RHA -

REBEEEERTAEXEB1SG  SREEER
BE_Z-NF+-_A=+—-HLFERANI
DZEEFHBIN AT

Number of Individuals
EEAH

HK$1,500,000 to HK$2,000,000

1,500,0007% 7T 2,000,000/ 7T

—_

CREDIT COMMITTEE

The Company had set up a credit committee in 2007 for the purpose of
better management of its credit risk and credit operations. The members of
the credit committee are responsible for, among other things, approving and
overseeing the Group’s credit policy and monitoring the Group's loan
portfolio. As at 31 December 2019, the credit committee comprised four
executive Directors, namely Mr. Li Sin Hung Maxim, Ms. Xie Si, Mr. Wong

Kai Lun and Ms. Lai Szu Yu.
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Corporate Governance Report

The credit committee held 2 meetings during the year ended 31 December
2019. The composition of the credit committee and the attendance record of
each member at the credit committee meetings held during the year ended
31 December 2019 are set out below:

Total number of meetings held during the year

@ % /;%; /Lﬁ $§ /__:‘1: (continued &)
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Number of meetings
attended/number of
meetings held during
the tenure of the
relevant member for
the year ended

31 December 2019
HEEERY EHER
BRENRBE_F-—NE
+-A=+—HLEEEZ
AR RITHERRE

RBEE-_FT-AFE+=A=+—HL

ended 31 December 2019 EERNEBTHERERY 2
Name of committee members EEERENE
Mr. Li Sin Hung Maxim TR E 2/2
Ms. Xie Si By 0/2
Mr. Wong Kai Lun HERMmEE 2/2
Ms. Lai Szu Yu — appointed as a member of the credit BRI LT —R=ZF—NFWHA

committee on 30 April 2019 S+ HEZFRBIEEZEEHKE 11
Ms. Cao Huifang — ceased to be a member of the credit BEEZFZ+ — R-_F—NFMA

committee on 30 April 2019 =T HRAFEEZEEHXKE 0/1

COMPLIANCE COMMITTEE EREES

A compliance committee was established in 2010 serving the corporate
governance function of the Company with the aim to ensure the compliance
of the Group with relevant laws, rules and regulations applicable to the
Group from time to time, in particular the Money Lenders Ordinance
(Chapter 163 of the Laws of Hong Kong) (“MLO") and the SFO. The major
duties of the compliance committee include to develop and review the
Company's policies and practices on corporate governance and make
recommendations to the Board, to review and monitor the training and
continuous professional development of Directors and senior management, to
review and monitor the Company’s policies and practices on compliance with
legal and regulatory requirements, to develop, review and monitor the code
of conduct and compliance manual applicable to employees and Directors
and to review the Company’s compliance with the CG Code and disclosure

in the corporate governance report.
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Corporate Governance Report 1+ (continued #)
The compliance committee currently comprises one executive Director,
Lai Szu Yu,
namely Dr. Fung Kam Man (chairman of the compliance committee),
Wang Zhiwei, Mr. Chan Tung Tak Alain and Mr. Choy Sze Chung Jojo.

namely Ms. and four independent non-executive Directors,

Mr.

The compliance committee held 2 meetings during the year ended 31
December 2019. The composition of the compliance committee and the
attendance record of each member at the compliance committee meetings
held during the year ended 31 December 2019 are set out below:
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Number of meetings
attended/number of
meetings held during
the tenure of the
relevant member for
the year ended

31 December 2019
HEEHRRY EHH
BERBE-FT—IF
+ZA=+—BHLEEZ
EHRFETHERAM

Total number of meetings held during the year RBE-FT—-NLE+=-A=+—H8L

ended 31 December 2019 FERBTHERERY 2
Name of committee members EEERERE
Dr. Fung Kam Man B X EL (EHEEEFE)

(chairman of the compliance committee) 2/2
Mr. Wang Zhiwei FTREHLE 2/2
Mr. Chan Tung Tak Alain BoR 3 12 5 A 2/2
Mr. Choy Sze Chung Jojo BB EAE 272
Ms. Lai Szu Yu — appointed as a member of the BRI LT —R=ZF—ANF+=A

compliance committee on 24 December 2019 T WHEZEREHMEEEKE 0/0

The compliance committee regularly reviews matters regarding the
compliance of the Group with the MLO, the SFO and other relevant laws
and regulations applicable to the Group. The Company has adopted relevant
compliance manuals which govern the Group’s compliance matters in
relation to the MLO, the SFO, the GEM Listing Rules as well as other

relevant regulations.
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Corporate Governance Report 1R E 53R S (continued #)

During the year under review, the compliance committee had no material
findings on the compliance issues of the Group. Meanwhile, it has recorded
the issues identified during the review and made several suggestions to the
Board and the management of the Company on issues particularly
concerning internal control, corporate social responsibilities and corporate
governance. For instance, the compliance committee recommended the
Company to take appropriate actions in response to the Economic Substance
Act of Bermuda which became effective on 31 December 2018, the Non-
Hong Kong Companies (Disclosure of Company Name, Place of Incorporation
and Members’ Limited Liability) Regulation (Cap. 622M) which took effect
from August 2019 and the relevant amendments to the GEM Listing Rules
effective from 1 October 2019. The Company has acted and would continue
to act on the recommendations of the compliance committee.

CREDIT REVIEW COMMITTEE

A credit review committee was established in 2018 for the purpose of
enhancing risk management and internal control of the Group. The major
duties of the credit review committee include to conduct periodic reviews on
different loan cases and to make submission to the Board regarding the
results and findings of the review.

The credit review committee currently comprises three independent non-
executive Directors, namely Dr. Fung Kam Man (chairman of the credit
review committee), Mr. Wang Zhiwei and Mr. Chan Tung Tak Alain.

DIRECTORS’ RESPONSIBILITIES FOR FINANCIAL
REPORTING IN RESPECT OF THE FINANCIAL
STATEMENTS

The Directors are responsible for the preparation of the financial statements
for each financial year, which should provide a true and fair view of the
Company’s financial information. In preparing the financial statements, the
Directors have consistently selected and applied appropriate accounting
policies and standards. The statement of the auditors of the Company about
their reporting responsibilities on the financial statements of the Company is
set out in the Independent Auditor’s Report on pages 72 to 77 of the
annual report of the Company for the year ended 31 December 2019.
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COMPANY SECRETARY

The Company engages an external service provider, Ms. Cheang Yee Wah
Eva, as the Company Secretary. She is a Chartered Financial Analysts Charter
Institute of Certified Public
Accountants and an associate member of The Hong Kong Institute of
December 2019, Ms.
Cheang'’s primary contact person at the Company was Mr. Li Sin Hung

holder, a member of The Hong Kong

Chartered Secretaries. During the year ended 31

Maxim, a then executive Director and Chairman of the Company. During the
year under review, the Company Secretary has taken not less than 15 hours
of relevant professional training in compliance with Rule 5.15 of the GEM
Listing Rules.

AUDITORS’ REMUNERATION

During the year under review, the remuneration paid or payable to the
external auditors of the Company for the audit and non-audit services
provided amounted to HK$805,000 and HK$383,000 respectively. The non-

audit services represented interim review.
RISK MANAGEMENT AND INTERNAL CONTROL

Risk management and internal control are essential elements of corporate
governance. Effective risk management and internal control facilitate the
day-to-day operation and business development of the Group while

maintaining risk at an optimal level.

SYSTEM FEATURES

The RM & IC Systems of the Company are designed to identify and monitor
risks from day-to-day operations and they are embodied by the Board

through the relevant board committees, the management, the departments
and the internal audit function.
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Corporate Governance Report (=& B8R continued #)

The Board recognises its responsibilities to evaluate and determine the nature
and extent of the risks the Group is willing to take in achieving the strategic
objectives of the Group, and ensures that the Company has established and
maintained appropriate and effective RM & IC Systems. The Board is also
responsible for overseeing the management in the design, implementation
and monitoring of the RM & IC Systems on an ongoing basis. In this
regards, the Board conducts evaluation on the effectiveness of the RM & IC
Systems established and maintained by the management of the Company at
least annually. The review covers all relevant financial, operational and
compliance controls and reports on any failure of or deficiency in the RM &
IC Systems. Such systems are designed to manage rather than eliminate the
risk of failure to achieve business objectives and can only provide reasonable

but not absolute assurance against material misstatement or loss.

The Board has conducted an annual review on the effectiveness of the RM &
IC Systems of the Group for the year ended 31 December 2019 and

considered these systems effective and adequate.

The Audit Committee The audit committee is responsible for overseeing the
Company’s financial reporting system and the RM & IC Systems. It also
develops a regular platform to discuss the RM & IC Systems with the
management to ensure that the management has performed its duty to
maintain effective systems. Such discussion includes the adequacy of
resources, staff qualifications and experience, training programmes and
budget of the Company’s accounting and financial reporting function. The
audit committee considers the major investigation findings on risk
management and internal control matters as delegated by the Board or on its
own initiative and the management’s response to these findings. The audit
committee also regularly reviews the findings and opinions of the internal
audit function and the management to evaluate the effectiveness of the RM

& IC Systems.

Credit Review Committee The credit review committee was established in
January 2018 for the purpose of enhancing risk management and internal
control of the Group, mainly on the aspects of credit risk. The committee
has conducted periodic reviews on issues including credit quality of various
cases including cases of newly drawn loans and overdue loans. Reviews on
current loan cases are also conducted as a continuous monitoring on credit
quality. Results and findings of the review are submitted to the Board for
further discussion.

The Internal Audit Function The internal audit function is performed by Dr.
Fung Kam Man, an independent non-executive Director. The internal audit
function generally carries out the analysis and independent appraisal of the
adequacy and effectiveness of the Company’s RM & IC Systems.
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The Management and Departments The management is responsible for
designing, implementing and monitoring of the RM & IC Systems. The
management implements and takes day-to-day responsibility for the Group’s
policies and manuals on risk management and internal control. For instance,
the loans departments of the Group, as the daily operation units, are
responsible for reviewing and reporting potential risks from time to time to

the management.

Inside Information Handling and Dissemination The Company has also
adopted the disclosure policy and procedures to promote consistent
disclosure practices in compliance with the GEM Listing Rules and the SFO.
Under the policy, the management shall report to the Board as soon as
practicable for any event which may constitute inside information, and the
Board shall decide, if required, to make relevant disclosure in a timely
manner.

RISK MANAGEMENT PROCESS

Risk Assessment
and Measurement

Risk Identification

[ B B

Risk Identification The loans departments and the major subsidiaries of the
identified
management report (on department or subsidiary level) which is submitted to

Group are required to report on material risks in the risk

the management periodically.

Risk Assessment and Measurement The internal processes of risk
assessment and measurement involve the participation of management in
assessing the risk exposure such as identifying the impact of potential risk.
The management reviews and scrutinises the material risks and ensures that
appropriate controls and measures are in place or in progress. The
management, through consolidating, filtering and prioritising processes,
compiles a risk management report (on Company level) to the audit
committee and the internal audit function. Following review by the audit
committee and the internal audit function, the company risk management

report would be submitted to the Board.

Risk Control and Mitigation The management considers the risks and
material internal control defects identified and recommends appropriate
measures to control and mitigate risks as well as resolve material internal
control defects. For instance, the management reviews the risk management
report (on Company level) from time to time. Such measures vary according
to the type of risks or defects and resources available.
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Risk Monitoring The management, in conjunction with the audit committee,
regularly monitors the Company's risk exposure and reviews the effectiveness
of the RM & IC Systems in terms of risk control and mitigation. For instance,
the risk management policy is subject to regular reviews in order to respond
to any significant changes to the products, services or relevant laws and
regulations that might impact the risk exposure of the Company.

COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS AND INVESTOR RELATIONS

The Board believes that transparent and timely disclosure of the Group’s

information will enable shareholders and investors to make the best
investment decision and to have better understanding on the Group’s
business performance and strategies. It is also vital for developing and
maintaining continuing relationship with the Company’'s potential and
existing investors.

The Company maintains a website at “www.fcfg.com.hk” as a
communication platform with its shareholders and investors, where the
Group’s business developments and operations, financial information,
corporate governance practices and other information are available for public
access. Shareholders and investors may also write directly to the Company’s
principal place of business in Hong Kong at 21/F-22/F, Fung House, Nos.
19-20 Connaught Road Central,

enquiry@firstcredit.com.hk for any inquiries. Inquiries will be dealt with in an

Hong Kong or via email to

informative and timely manner.

The Board considers that general meetings of the Company provide an
important channel for the shareholders to exchange views with the Board.
The Chairman of the Board and the chairman of each of the audit
committee, remuneration committee and nomination committee endeavor to
be available at the general meetings to answer any questions raised by the
shareholders.

During the year ended 31 December 2019, there was no significant change
in the memorandum of continuance and the Bye-laws of the Company.

SHAREHOLDERS’ RIGHT

It is the Company’s responsibility to ensure that its shareholders’ interests are
well-protected. To do so, the Company maintains on-going dialogues with its
shareholders to communicate with them and encourage their participation in
AGM and other general meetings. Registered shareholders are notified by
post for the convening of general meetings of the Company. Notice of
meeting contains agenda, proposed resolutions and a proxy form. All
registered shareholders are entitled to attend annual and special general
meetings of the Company, provided that their names have been recorded in
the register of members of the Company on the relevant record dates of the

meetings.
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Pursuant to the Bye-laws, the Board may, whenever it thinks fit, call for
special general meeting. Shareholders holding not less than one-tenth of the
paid-up capital of the Company carrying the right to vote at general
meetings of the Company as of the date of deposit of the requisition, shall
at all times have the right, by written requisition to the Board or the
Company Secretary, to require a special general meeting to be called by the
Board for the transaction of any business specified in such requisition. Such
meeting shall be held within two months after the deposit of such
requisition. If the Board fails to proceed to convene such meeting within 21
days from the date of deposit of the requisition, the requisitionists, or any of
them representing more than one half of the total voting rights of all of
them, may themselves convene a meeting, but any meeting so convened

shall not be held after the expiration of three months from the said date.

1981
representing not less than one-twentieth of the total voting rights of all

Pursuant to the Companies Act of Bermuda, (i) shareholders
shareholders having a right to vote at the general meeting; or (ii) not less
than one hundred shareholders, can submit a written requisition stating the
resolution which is intended to be moved at a general meeting, or to submit
a statement of not more than one thousand words with respect to the
matter referred to in any proposed resolution or the business to be dealt

with at that meeting.

Shareholders may send their enquiries or requests in respect of their rights as
mentioned above to the Company’s principal place of business in Hong Kong
or via email as set out in the paragraph headed “Communications with

Shareholders and Investors and Investor Relations” above.
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Biographical Details of Directors and Senior Management EERSREEBERE

EXECUTIVE DIRECTORS

Ms. Xie Si, aged 31, is an executive Director. She joined the Group and was
appointed as a Director in September 2017. Ms. Xie is also a director of a
subsidiary of the Company. Ms. Xie graduated from Southwest University of
Science and Technology with a bachelor’s degree in accountancy. Ms. Xie has
over 10 years of experience in banking and financial industry. She has
extensive experiences in providing financial services to the customers,

including corporate and individual clients.

Mr. Wong Kai Lun, aged 42, is an executive Director. He joined the Group
and was appointed as a Director in January 2018. Mr. Wong is also a
director of certain subsidiaries of the Company. Mr. Wong has various
marketing and managerial experience in the beauty industry in Hong Kong.
He is currently a marketing manager of Pure Derma Limited, a company
incorporated in Hong Kong with limited liability, which is principally engaged
in the medical beauty business.

Ms. Lai Szu Yu, aged 31, is an executive Director and the compliance officer
of the Company. She joined the Group and was appointed as a Director in
April 2019. Ms. Lai is also a director of a subsidiary of the Company. Ms. Lai
graduated from the University of Southern California in 2011 with a degree
of bachelor of arts majoring in economics. She has different experience in
financial accounting and education. She currently works in a law firm in
Hong Kong responsible for administration and accounting matters.
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Biographical Details of Directors and Senior Management

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Fung Kam Man, aged 56, was appointed as an independent
non-executive Director in July 2016. Dr. Fung has obtained a bachelor’s
degree in business administration from the Chinese University of Hong Kong,
a degree of Master of Science in Financial Management from the University
of London and a degree of Doctor of Philosophy awarded by the University
of Nottingham. Dr. Fung has been certified as a Project Management
Professional by the Project Management Institute. He is a certified financial
planner certified by the Institute of Financial Planners of Hong Kong and a
certified financial planner of The Chinese Institute of Certified Financial
Planners. Dr. Fung has experience of more than 26 years in the continuing
education and vocational training field. Dr. Fung is currently a self-employed
higher education development and quality assurance consultant. Dr. Fung
was an independent non-executive director of DX.com Holdings Limited
(currently known as “Sino Vision Worldwide Holdings Limited”) (stock code:
08086), the shares of which are listed on GEM of the Stock Exchange, from
1 August 2016 to 2 November 2017. He acted as the independent non-
executive director of Jia Meng Holdings Limited (currently known as “EJE
(Hong Kong) Holdings Limited”) (stock code: 08101), the shares of which are
listed on GEM of the Stock Exchange, from 1 April 2015 to 21 September
2016.

Mr.
non-executive Director in October 2016. Mr. Wang graduated from Taiyuan

Wang Zhiwei, aged 52, was appointed as an independent
Institute of Machinery (currently known as the North University of China) in
1990 with a bachelor's degree in mechanical engineering. Mr. Wang has
been qualified as a senior engineer in electronic engineering in the PRC
since December 2000. Mr. Wang has over 16 years of experience in holding
senior executive positions in various corporations in the People’s Republic of
China (“PRC") with businesses involving e-commerce, software development,
Mr.

independent non-executive director of Interactive Entertainment China

coal and energy development and solar power. Wang was an
Cultural Technology Investments Limited (currently known as “Hang Tai Yue
Group Holdings Limited”) (stock code: 08081), the shares of which are listed
on GEM of the Stock Exchange, from 1 August 2016 to 13 August 2018.
From January 2011 to April 2014, Mr. Wang was the vice president of a
subsidiary of Jun Yang Financial Holdings Limited (currently known as “Power
Financial Group Limited”) (stock code: 00397), the shares of which are listed
on the Main Board of the Stock Exchange. From May 2014 to June 2016,
Mr. Wang also worked as the deputy general manager of China Demeter
Limited
Investments Limited”) (stock code: 08120), the shares of which are listed on

Investments (currently known as “China Demeter Financial
GEM of the Stock Exchange, and participated in seeking potential investment

opportunities in different projects.
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Biographical Details of Directors and Senior Management

Mr. Chan Tung Tak Alain, aged 65, was appointed as an independent
non-executive Director in August 2017. Mr. Chan obtained a bachelor of
science degree (with honours) in architecture and a diploma in architecture
from the Polytechnic of North London, the United Kingdom in 1979 and
1983 respectively. He held a corporate membership of the Royal Institute of
British Architects, the United Kingdom from 1985 to 2014, and had been a
registered member of the Architects Registration Board of the United
Kingdom from 1984 to 2014, a member of the Royal Architectural Institute
of Canada from 1994 to 2014 and a graduate member of the Hong Kong
Institute of Architects from 1980 to 2014. Mr. Chan has over 18 years of
experience in the architecture sector and had worked as an architect, senior
architect or project manager in various architecture firms in London, the
United Kingdom, Canada and Hong Kong from 1983 to 1999. Mr. Chan had
also been an independent non-executive Director of the Company from April
2010 to June 2013.

Mr. Li Long, aged 62, was appointed as an independent non-executive
Director in September 2017. Mr. Li has over 27 years of experience in the
trading industry. Mr. Li has held managerial positions in various sizeable
corporations in the PRC from 1985 to 2013 and was mainly responsible for
business development, marketing and financial management.

Mr. Choy Sze Chung Jojo, aged 60, was appointed as an independent
non-executive Director in November 2017. Mr. Choy obtained a master of
business administration degree from the University of Wales, Newport in
2004 and a master of business law degree from the Monash University in
2007. Mr. Choy was awarded Fellowship by Canadian Chartered Institute of
Business Administration and Honorary Doctorate of Management by Lincoln
University in 2019. Mr. Choy is a fellow member of each of the Institute of
Financial Accountants, the Institute of Public Accountants, The Hong Kong
Institute of Directors and the Institute of Compliance Officers. He is also a
member of the Society of Registered Financial Planners. Mr. Choy has
extensive experience in the securities industry and has worked as a
responsible officer and representative in various securities companies in Hong
Kong. He is currently the vice chairman and a responsible officer of National
Resources Securities Limited for Type 1 (dealing in securities), Type 4
(advising on securities) and Type 9 (asset management) regulated activities
under the SFO and also the permanent honorable president and the vice
chairman of the Institute of Securities Dealers Limited. Mr. Choy is currently
an independent non-executive director of Luye Pharma Group Limited (stock
code: 2186), Sparkle Roll Group Limited (stock code: 0970) and Zhaojin
1818), all being limited
companies whose shares are listed on the Main Board of the Stock

Mining Industry Company Limited (stock code:

Exchange. He was an independent non-executive director of Chengdu
PUTIAN Telecommunications Cable Company Limited (stock code: 1202), a
limited company whose shares are listed on the Main Board of the Stock
Exchange, from February 2006 to January 2018. He was also an independent
non-executive director of Orient Securities International Holdings Limited
(stock code: 8001), a limited company whose shares are listed on GEM of
the Stock Exchange, from March 2010 to May 2016.

%%EZ%%&@I@@ 2%@ (continued #&)

RBBEE 5 R _T—LtFNARZER
BIYFATEE - REEDHIR-NELFR
—NNZ=ZFREEHELRBEIASRER (K
B)RBLTBMURBEER - KRR - NANREFE
TENERREEREEMBEAREE R
—NAN\MNFE T -NFERRAFFEIMEE
B R—NNMFE-_Z-—NFR/NERERE
FREGGEUMR - NWNZEFE_ZT-—NFE/E
BREMBEREL S8 -MALNEEEHR
EHBIBFRER TE -~ NAWN=ZFRBE-AAN
FRMH - HE - MEAREEZHREMER
FrfEERan R REMxBEILRE -8 - F
—TEMARE-_ZT-—=ZFX AL RELEE
ARRBIFRITES -

FHRAE 25 RN T—tFNAEZERBE
YHATEF - FEERBITERAE2TFL
B-FREB-NN\EFE_ZT-—=ZFLHEH
HEMAMCENERRY TETEAEEHKHR
B mSEEEMBER-

TRHERE 60 R-_T—tHF+—PAEZT
BENIFNPTES - BEER ST NFREBLH
BERBRTAZIRERELTEM YR _F
TLFRBEMTRBIFHELRBE B -
FHERZZ-NFERENEAFHEESRE L+
EMEXRBEREEEBEE L - BEEBUH S
MAg AHEGAMBE BEEE2E X0
ERMHESENEFTETE - BN AIMPBR
B ees BAERNEFERELELR
—HETEEZRESFRAMABEABRARE -
BREATHELFBRAANBER  LAES
LEEGROITEVE(BAERD)  F4f8 (REHR
HER)LRFHH(EHEEER)ZHRETHNHE
BEANE -BNABESFHASHKELESRNLE
EEoBFARAGEREEBRBR AR (ROHR
5% : 2186) ~ IR EE AR A A (BRMH 5 - 0970)
EBEBEERNBR AR (BRMHARIE - 1818) 2%
SUERITES ZERAYREH A ERLT
MERRA - FER-ZZEZRF_AZE=-ZFT—N
F-—RAEAREETRESERMDER DA (BRH R
SR:1202)MBULIENTES ZRAAABERA
A ERODEBIAMERLET -HABER=_F—
EFE - RAE T R"ERAECRFTENESLSE
BRIZAR A BR A A (R HA5E - 8001) B8 L FEFTT
EF ZARAARAR - HRHD L FTGEM
Ee

E-—GEREREEERAT —T-NFFER

37



38

Biographical Details of Directors and Senior Management

SENIOR MANAGEMENT

Ms. Ho Yuen May May, aged 52, was appointed as the Chief Executive
Officer of the Company with effect from 19 March 2020. Ms. Ho joined the
Group in 2018 and is responsible for the overall management, business
strategy and development of Asia Wealth Securities. Ms. Ho graduated from
The Chinese University of Hong Kong in 1990 with a degree of bachelor of
social science majoring in journalism and communications. She has more
than 9 years of experience in the securities industry with extensive
management experience, in particular experience as a responsible officer
specialised in Type 1 (dealing in securities) regulated activity under the SFO.
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Directors’ Report EE RS

The Board is pleased to present this directors’ report (“Directors’ Report”)
and the audited consolidated financial statements of the Group for the year
ended 31 December 2019. All cross-references mentioned in this Directors’
Report form part of this Directors’ Report.

PRINCIPAL ACTIVITIES

The Group is principally engaged in money lending business in Hong Kong
through the provision of both secured and unsecured loans to its customers,
including individuals, corporations and foreign domestic workers. The Group
also conducts securities related business which includes proprietary
investments in listed securities. The Group has ceased to carry on the

Securities Brokerage Business since mid-August 2019.
RESULTS

The Group's results for the year ended 31 December 2019 and the state of
affairs of the Company and the Group as at 31 December 2019 are set out
in the consolidated financial statements from pages 78 to 83 of this annual
report.

DIVIDENDS

The Board did not recommend the payment of any final dividend for the
year ended 31 December 2019.

The Company has adopted a dividend policy. The dividend policy aims at
enhancing transparency of the Company and facilitating the shareholders
and investors of the Company to make informed investment decisions
relating to the Company. As set out in the dividend policy, the payment and
the amount of any dividend depends on a number of factors, including but
not limited to the Group’s financial performance and liquidity position, the
general economic conditions and other internal or external factors that may
have an impact on the business or financial performance and position of the
Group.
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(continued &)

BUSINESS REVIEW

A fair review of the business of the Group during the year ended 31
December 2019, an analysis of the Group’s performance using financial key
performance indicators, and an indication of likely future developments of
the Group’s business is provided in the section headed “Management
Discussion and Analysis” from page 5 to page 15 of this annual report.
Description of matters that are material for appreciation of the state of the

Group's affairs can be found throughout this annual report.
PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s business operations and financial conditions may be affected by
risks and uncertainties pertaining to the Group’s businesses, which mainly
include the operational risks, financial risks, market risks and regulatory risks.

Operational risks are those relating to the Group’s internal processes,
including but not limited to potential misconduct of employees and fraud,
which may bring significant adverse impact on the Group’s business
operations and reputation. Failures of information technology systems will
result in interruption of the loan and securities related business operation of
the Group and potential leakage of confidential information. Operational
risks may also result from emergencies and unexpected events such as
natural hazards. In view of such risks, relevant operation policies and
procedures have been adopted and are in place to ensure that the daily
operation of the Group is in compliance with the relevant requirements of
such as the MLO and the SFO.

procedures have been established and when any suspected case of employee

laws and regulations, Internal reporting

misconduct and/or fraud arises, any staff can report directly to the

management. The staff handbook has also stipulated that employee
misconduct and fraud are prohibited. The Group places considerable value on
data security and data privacy. The computer systems are secured with access
controls, while maintenance and update are conducted regularly by the
information technology services providers. Anti-virus softwares have been

installed for all computers in office.
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Directors’ Report E B Z IR continued &)

Financial risks include interest rate risk, credit risk and liquidity risk in the

Group’'s normal course of business. Interest rate risk relates to the
fluctuation of interest rates of the interest-bearing lending and borrowing of
the Group. Credit risk relates to the ability or willingness of customers to
meet their contractual obligations whereas liquidity risk refers to the Group's
ability in maintaining sufficient fund to meet the liquidity requirements. The
above financial risks may affect the finance costs incurred, revenue
generated as well as impairment loss on loans receivable. Further discussion
about the financial risks is set out in note 6 to the consolidated financial
statements from page 117 to page 125 of this annual report. For credit risk
in respect of the loan portfolio, the Group has developed and adopted a set
of loan approval procedures and credit policy. The Group strives to maintain
sufficient cash and adequate funding available from its shareholders and
committed line(s) of funding from financial institution(s) and other entities.
To ensure the Group maintains sufficient capital and credit lines to meet its
liquidity requirements, the cash flows projection of the Group is reviewed on
a regular basis. For the securities trading business of the Group, the financial
resources were regularly reviewed to ensure that the financial reserve of the
Group can meet the liquid capital requirement under the relevant rules and
regulations.

Market risks relate to the change in macroeconomic conditions and
fluctuation of market variables such as gross domestic product, exchange
rates, equity prices and property prices in Hong Kong. These risks may
generally affect market demands and the repayment abilities of customers, in
particular the customers of personal loans, corporate loans and mortgage
loans, which may lead to adverse impact on the Group’s revenue. The Group
will from time to time fine-tune the Group’s business strategies, policies and
procedures, in particular the loan approval procedures, according to the

market situation.

Regulatory risks may arise from potential default of the Group in compliance
with the relevant laws and regulations which have a significant impact on
the Group's business and any future changes in the relevant laws and
regulations. Non-compliance with the relevant laws and regulations may
bring various consequences to the Group, including but not limited to the
revocation or suspension of the money lenders licence and/or the imposition
of penalties on the Group resulting from the offence. The compliance
committee of the Company was established with the aim to ensure the strict
compliance of the Group with relevant laws, rules and regulations applicable
to the Group. The Company has also adopted a compliance manual which
governs the Company’s compliance matters in relation to the MLO, SFO, the
GEM Listing Rules as well as other relevant regulations. More information
about the compliance committee of the Company is set out in the paragraph
headed “Compliance Committee” in the corporate governance report from
page 27 to page 29 of this annual report.
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Directors’ Report EE B IR E (continued #)
Further discussion on the risk management and internal control of the
Company is set out in the section headed “Risk Management and Internal

Iu

Control” in the corporate governance report from page 30 to page 33 of

this annual report.

ENVIRONMENTAL POLICIES AND PERFORMANCE
The Group is aware of its rising environmental responsibility to the
community and is committed to reducing the negative impacts on the
environment caused by the operation of its business and enhancing its
influence among different stakeholders. It also strives to maintain an
environmental-friendly business mechanism across its operation.

The Group treasures natural resources and encourages efficient use of
electricity, water and papers. Environmental-friendly workplace guidelines are
provided to employees to facilitate the creation of a green workplace.
Employees are encouraged to use both sides of papers, recycled papers, or
choosing “2 pages per sheet” printing setting when printing documents.
Also, the Group nurtures recycling habit of employees and over 1,500 kg of
used papers were recycled during the year under review. The Group also
For instance,

initiates to reduce waste on festive occasions. it provided

“Green Christmas Tips” to staff for reducing packaging waste resulting from

Christmas presents.

Further details of the Group's environmental policies and performance are set

out in the section headed “Environment” in the environmental, social and

governance report from pages 60 to 65 of this annual report.
COMPLIANCE WITH THE RELEVANT LAWS AND REGULATIONS

The operations of the Group are based in Hong Kong and the Group itself is
listed on GEM of the Stock Exchange. In light of this, the Group upholds
high corporate governance standards and strives to ensure that its business
practice complies with all relevant laws and regulations in the jurisdiction.
Reviews on regulatory compliance of its business operation are conducted
from time to time. During the year under review and up to the date of this
annual report, the Group has been in compliance with the relevant laws and
regulations that have a significant impact on its money lending business and
securities trading business in Hong Kong which mainly include the MLO as
well as the SFO.
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Directors’ Report E B Z IR continued &)

The MLO provides for the control and regulation of money lenders and
money lending transactions, the licensing of persons carrying on business as
money lenders, and provides protection and relief against excessive interest
rates and extortionate stipulations in respect of loans. As a licenced money
lender in Hong Kong, the Group has to ensure strict compliance with the
MLO. The Group’s money lending business is subject to licensing
requirements. The money lenders licence is granted by the licensing court
and is renewable annually subject to satisfaction of all licensing conditions.
Any non-compliance with the MLO and/or the licensing conditions may result
in revocation or suspension of the money lenders licence, imposition of fines
and hindrance for future renewal of the money lenders licence, which may

have an adverse impact on the Group’'s money lending business.

The SFO regulates various securities related activities including dealing in
securities. Asia Wealth Securities was licensed for Type 1 (dealing in
securities) regulated activity under the SFO until the revocation of its Type 1
Licence by the SFC on 21 October 2019 upon the request of Asia Wealth
Securities. During the year under review and while being a licensed
corporation under the SFO, Asia Wealth Securities had to ensure, among
other matters, that (i) it would not provide any services or carry on any
activities beyond the authorised scope of its licence; (ii) any individual who
carries on the regulated activities must be duly licenced or authorised to do
so; and (iii) it should comply with the relevant approval and notification
obligations under the SFO. In the event of any non-compliance with the SFO,
the SFC has the power to revoke or suspend the licence of the licenced
corporation and order payment of pecuniary penalty, which may have an

adverse impact on the Group's securities trading business.

For the year under review and up to the date of this annual report, there
has been no material breach or non-compliance with the relevant laws and
regulations which have a material impact on the business and operations of
the Group.

KEY RELATIONSHIPS
Employees

The fact that employees are crucial assets of the Group is of no doubt. The
Group strives to enhance employees’ loyalty and sense of belongings to the
Group through various policies and practice. It emphasises the importance of
labour diversity and equal opportunities in recruitment process. It also
provides staff with a caring, safe and healthy working environment. In order
to help cater for the continuous development of the employees, professional
trainings and self-development sponsorships are provided. The Group values
any feedback from employees and hopes to maintain open communication
with the latter, which favours a good and long-lasting relationship.
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Directors’ Report EE B IR E (continued #)
Further details about the Group’s policies and relationship with its employees
are set out in the section headed “Employees” in the environmental, social

and governance report from page 58 to 60 of this annual report.
customers

Customer-oriented principle is adopted across the business operation of the
Group. Product mix (e.g. loan portfolio) and service quality are regarded as
key to good relationship with customers and are reviewed from time to time
with the aim to cater for target customers’ fast-changing needs and enhance
their satisfactions. The Group also strives to ensure that honest and
comprehensive information about its products is provided to customers so
that they can make appropriate informed decision. In addition, as a large
amount of personal and confidential information is handled and processed by
staff in day-to-day operation, guidelines regarding security of customers’

personal privacy and avoidance of information leakage are in place.

During the year under review, the Group’s major customers came from the
money lending business. With a diversified customer base, the Group did not
rely on any of its major customers. During the year under review, the
revenue generated from the five largest customers of the Group in
aggregate accounted for less than 19% of the revenue generated from the
money lending business of the Group. The five largest customers were
related to the Group’s money lending business and comprised four
individuals and one corporation, all of which were third parties independent
with the Company and its connected persons. All of the five largest
customers had outstanding loan balances with the Group as at 31 December

2019.

During the year under review, the credit period of the loans granted to the
major customers ranged from 1 year to 3 years, which was negotiated on an
arm’s length basis with reference to the commercial practice and the
Group's credit policy. The management of the Company will closely monitor
the loan portfolio, in particular the loans to major customers, periodically
and will continue to adopt risk control and management strategies while

broadening the customer base.

As far as the Directors are aware, neither the Directors nor their close
associates nor any shareholders of the Company (which to the knowledge of
the Directors own more than 5% of the Company’s issued share capital) had
any interest in the five largest customers of the Group during the year under
review.

Further details about the Group's policies and relationship with its customers
are set out in the section headed “Customers” in the environmental, social

and governance report from page 57 to 58 of this annual report.
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Directors’ Report E B Z IR continued &)

Suppliers

Given that the Group is engaged in the finance industry which is office-
based, it does not rely on any major suppliers for its business operation in
general. The Group’s suppliers are mainly those who provide services
supporting the daily office operation of the Group such as cleaning service
companies, office consumables suppliers and so on. The Group therefore
considers that the risk arising from cooperation with suppliers is minimal. It
is unlikely that the relationships with these suppliers will bring significant
impact on the business operation of the Group as it is comparatively easy to
seek alternative suppliers in the market.

Besides, guidelines were established and adopted to outline criteria to be
considered when selecting suppliers and vendors. Factors such as whether
the potential suppliers own shared values with the Group in terms of
sustainable development will be considered. During the year under review,
the Group has worked closely with its suppliers and maintained good
relationships with them.

Further details about the Group’s policies and relationship with its suppliers
are set out in the paragraphs headed “Engagement with Suppliers” in the
environmental, social and governance report on page 56 of this annual
report.

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for
the past five years is set out in the section headed “Financial Summary” on
page 160 of this annual report. The summary does not form part of the
audited consolidated financial statements.

SHARE CAPITAL

Details of movements in the Company’s share capital during the year under
review are set out in note 30 to the consolidated financial statements.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme adopted by the Company (“Share Option
Scheme”) as disclosed in note 33 to the consolidated financial statements,
no equity-linked agreements were entered into by the Company during the
year ended 31 December 2019 or subsisted at the end of the year under
review.

ISSUE OF SHARES AND DEBENTURES

During the year under review, the Company has not issued any shares or
debentures.
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Directors’ Report E B B3R5 (continved #)

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-Laws or the
laws in Bermuda which would oblige the Company to offer new shares on a
pro-rata basis to existing shareholders.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the Group’s property, plant and equipment during
the year under review are set out in note 19 to the consolidated financial
statements.

RESERVE

Details of movements in the reserves of the Company and the Group during
the year under review are set out in note 31 and 32 to the consolidated
financial statements and in the consolidated statement of changes in equity
on page 81 of this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s reserves available for distribution to
equity holders comprised the contributed surplus which amounted to
approximately HK$213.46 million.

DONATIONS AND SPONSORSHIPS
During the vyear under review, the Group made charitable and other

donations and sponsorships amounting to approximately HK$570,000 (2018:
approximately HK$554,000).

DIRECTORS AND SENIOR MANAGEMENT

The Directors of the Company during the year under review were:
EXECUTIVE DIRECTORS

Mr. Li Sin Hung Maxim (Chairman) — deceased on 9 March 2020
Ms. Xie Si

Ms. Cao Huifang — resigned on 30 April 2019

Mr. Wong Kai Lun

Ms. Lai Szu Yu — appointed on 30 April 2019

INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Fung Kam Man

Mr. Wang Zhiwei

Mr. Chan Tung Tak Alain
Mr. Li Long

Mr. Choy Sze Chung Jojo
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Directors’ Report BB Z RS

SENIOR MANAGEMENT

The senior management of the Company during the year under review was
Mr. Tsang Yan Kwong, the then Chief Executive Officer of the Company. Mr.
Tsang has resigned as the Chief Executive Officer of the Company with
effect from 19 March 2020 upon which Ms. Ho Yuen May May has been
appointed as the new Chief Executive Officer of the Company on the same
date.

Biographical information of the Directors and senior management of the
Company are set out from page 35 to page 38 of this annual report.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent non-executive
Directors an annual confirmation of independence pursuant to Rule 5.09 of
the GEM Listing Rules and considers all the independent non-executive
Directors to be independent.

DIRECTORS’ SERVICE CONTRACTS

Each of the existing executive Directors has entered into a service contract
with the Company for a term of three years and each of the existing
independent non-executive Directors is appointed for a term of two years, all
being subject to retirement, re-election and removal in accordance with the
Bye-laws.

No Director being proposed for re-election at the forthcoming AGM has a
service contract which is not determinable by the Company within one year
without payment of compensation (other than statutory compensation).

EMOLUMENT POLICY

A remuneration committee was set up for reviewing the Company’s
remuneration policy and structure of the remuneration of all Directors and
senior management. The Company offers competitive remuneration packages
and constantly monitors the packages with reference to the Company’s
conditions and market situations. The remuneration package generally
includes fees or salary, discretionary bonus, allowance and benefits and so
on. Emoluments payable to Directors are generally determined based on the
Group’s operating results, individual performance and experience and
comparable market practices. Details of the Directors’ emoluments are set

out in note 16 to the consolidated financial statements.

The Share Option Scheme was also adopted for the purpose of providing
incentives and rewards to eligible participants, including the Directors, who
contribute to the success of the Group’s operations. Further details of the
Share Option Scheme are set out in note 33 to the consolidated financial
statements.
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Directors’ Report BB Z RS

FIVE INDIVIDUALS WITH HIGHEST
EMOLUMENTS

Details of the emoluments of the five individuals with highest emoluments
are set out in note 15 to the consolidated financial statements.

COMPETING INTERESTS

During the year under review, none of the Directors and their respective
close associates had any business or interests in business which competes or
may compete, either directly or indirectly, with the business of the Group or
had any other conflicts of interest with the Group.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS AND CONTRACTS

Save for the Share Option Scheme, at no time during the year ended 31
December 2019 was the Company or any of its subsidiaries a party to any
arrangements to enable the Directors to acquire benefits by means of the
acquisition of shares in, or debentures of, the Company or any other body
corporate.

Also, no transaction, arrangement or contract of significance to which the
Company or any of its subsidiaries was a party, and in which a Director
(including any person who at any time during the year under review was a
Director) or an entity connected with a Director had material interest
(whether directly or indirectly), was subsisted at the end of the year under
review or at any time during the year under review.

PERMITTED INDEMNITY PROVISION

Pursuant to the Bye-laws, the Directors shall be indemnified and secured
harmless out of the assets and profits of the Company from and against all
actions, costs, charges, losses, damages and expenses which they shall or
may incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty. Such provisions were in
force during the year under review and remained in force as at the date of
this annual report.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole or
any substantial part of the business of the Company were entered into or
subsisted during the year under review.
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DIRECTORS’ AND CHIEF EXECUTIVE’S
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2019, none of the Directors nor chief executive of the
Company had any interests or short positions in the shares, underlying
shares or debentures of the Company or its associated corporations (within
the meaning of Part XV of the SFO) as recorded in the register required to
be kept under section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the required standard of

dealings by Directors as referred to in Rule 5.46 of the GEM Listing Rules.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS
IN SHARES AND UNDERLYING SHARES

As at 31 December 2019, the interests or short positions of the persons
(other than the Directors or chief executive of the Company) in the shares or
underlying shares of the Company as recorded in the register required to be
kept under section 336 of the SFO were as follows:

Long Position.

Name Nature of interest
1 - £ EEME

Xiao Guoliang Beneficial owner
HER EHERA

Ng Kam Lung Volais Beneficial owner
RE B BB A

Save as disclosed above, the Directors are not aware of any other person
(other than the Directors or the chief executive of the Company) who/which
had any interests or short positions in the shares or underlying shares of the
Company as recorded in the register required to be kept under section 336
of the SFO as at 31 December 2019.

Number of ordinary
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percentage of the
Company'’s issued

shares held share capital
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CONNECTED TRANSACTIONS AND CONTINUING
CONNECTED TRANSACTIONS

During the year ended 31 December 2019, the Company had not entered
into any connected transaction or continuing connected transaction which
was subject to reporting and annual review requirements under the GEM
Listing Rules.

Details of the related party transactions entered into by the Group are set
out in note 37 to the consolidated financial statements and those related
party transactions did not constitute “connected transaction” or “continuing
connected transaction” (as the case may be) under Chapter 20 of the GEM
Listing Rules.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed securities during the year ended 31
December 2019.

CORPORATE GOVERNANCE

The Company is committed to maintaining high standards of corporate
governance. A report on the principal corporate governance practices
adopted by the Company is set out in the corporate governance report from
page 16 to page 34 of this annual report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s total
issued share capital was held by the public as at the latest practicable date
prior to the issue of this annual report.
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AUDITORS

With effect from 20 December 2018, RSM Hong Kong (“RSM"), which had
been the auditors of the Group since 2012, resigned as auditors of the
Company. Following the resignation of RSM, Elite Partners CPA Limited
(“Elite Partners”) was appointed as the new auditors of the Group with the

recommendation of the audit committee of the Board.

During the year under review, Elite Partners was re-appointed as the auditors
of the Company for the year ended 31 December 2019 by the shareholders
at the AGM held on 28 June 2019. Elite Partners will retire and, being
eligible, offer itself for re-appointment at the forthcoming AGM. A resolution
to re-appoint Elite Partners and to authorise the Directors to fix its
remuneration will be proposed at the forthcoming AGM.

ON BEHALF OF THE BOARD

Wong Kai Lun
Executive Director

Hong Kong, 23 March 2020

(continued #&)
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ABOUT THIS REPORT

Pursuant to the Environmental, Social and Governance Reporting Guide
("ESG Guide") set out in Appendix 20 to the GEM Listing Rules, the Board
is pleased to present this environmental, social and governance report (“ESG
Report”) for the year ended 31 December 2019. This ESG Report highlights
the initiatives and efforts of the Company and its key subsidiaries (including
First Credit Limited and Asia Wealth Securities) in the commitment to
sustainable development and corporate social responsibility (“CSR”) in the
course of their principal businesses of money lending and securities trading.
As the Group has ceased to carry on the Securities Brokerage Business since
August 2019, the relevant environmental, social and governance issues and
key performance indicators (“KPIs”) reporting under the ESG Guide only
account for the relevant operating period during the year under review. For
the sake of materiality principle stated in the ESG Guide, aspects and issues
that are not relevant or material to the Group are excluded from this ESG
Report. The Group has complied with the “comply or explain” provisions set
out in the ESG Guide for the year ended 31 December 2019.

MISSION STATEMENT

Engaging in the finance industry in Hong Kong, the Group recognises the
rising importance of its CSR and role in sustainable development of the
community. CSR is not empty talk. The Group has put considerable efforts in
exploring different possibilities to enhance its positive impacts to the
community in economic, environmental, social aspects and so on throughout
the past year. The following shows the five major areas of concern that the
Group emphasises and strives to improve:

Economy

P

Customer

'R

/)
Vo'
[ X
Environment
RR

In pursuing various objectives, the Group adopts a balanced approach to
consider all the above areas of concern on a case-by-case basis.
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GUIDING PRINCIPLES

When designing business practice and making business decisions across its
operations, the Group takes the following general principles into account:

— Economy: acts as a socially responsible economic contributor in the
community; upholds high corporate governance standards and strives
to comply with the relevant ordinances and regulations;

— Customers: provides customer-oriented solutions and quality services to
customers; respects and protects customers’ personal data privacy and
security;

— Employees: promotes equal opportunities and combats any kind of
discrimination; provides a safe and healthy working environment to
employees; improve employees’ knowledge and skills;

— Environment: adopts the Three R’s principles (i.e. reduce, reuse and
recycle); minimises its carbon footprint and considers cost-
environmental-friendly products and services; and

— Community: encourages social commitment in any practicable ways;
enhances the positive impacts of the Group to the community.

The above general principles shall be embedded into the Group’s operation
as they relate to its different stakeholders as well as different business
decisions and practices.
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MANAGEMENT APPROACH
CSR STRUCTURE OF THE GROUP

Review and discuss on the

The Board
EXE

effectiveness of CSR mechanism

Approve/amend CSR-related policies

Compliance
Committee

BREEE

Review and discuss on the effectiveness
and compliance of CSR-related policies
and measures with applicable laws and
regulations

Report findings and make
recommendations to the Board

CSR Workforce
LEHESETIEBRK

Introduce, facilitate and monitor
implementation of CSR-related policies
and measures

Conduct review on the CSR
commitment and performance of the
Group

Report findings and make
recommendations to Compliance
Committee

Key Subsidiaries/
Departments
TEMBAT
#BFT

Incorporate relevant policies and
guidelines into daily business
operations

The CSR commitment of the Group involves participation of every employee
from every key subsidiaries and departments. Policies and guidelines covering
areas such as business operations, compliance, staff working environment
and welfare, recruitment and so on are established and incorporated into day
to day operations of the Group.

A corporate social responsibility workforce (“CSR Workforce”) is established
to introduce and facilitate implementation of CSR-related policies and
measures. It ensures that employees are well-informed of any introductions
of or amendments to the CSR-related policies and measures. It also takes the
major role of monitoring and providing assistance to employees where
necessary during implementation of the CSR measures.

In addition, the CSR Workforce facilitates an open dialogue with different
stakeholders and is responsive to any changes in the regulatory factors and
market prevailing situations. Annual review is conducted regarding the CSR
commitment and performance of the Group based on the relevant external
and internal information gathered.
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Based on the findings in its annual review, the CSR Workforce makes
recommendations and suggestions to the compliance committee of the
Group, which conducts review and reports findings and suggestions to the
Board correspondingly. The Board then conducts overall review with the aim
to enhance CSR mechanism and policies of the Group.

ECONOMY
CORPORATE GOVERNANCE

The Group upholds high corporate governance standards and strives to
ensure that its business practice complies with the relevant laws and
regulations in the jurisdiction. The Group is responsive to regulatory changes
and will evaluate the need to amend its existing policies and practice from
time to time. Details of the Group’s corporate governance structure and
practices are set out in the section headed “Corporate Governance Report”
from page 16 to page 34 of the annual report of the Company for the year
ended 31 December 2019.

ANTI-MONEY LAUNDERING AND COUNTER-TERRORIST FINANCING
("AML AND CTF")

Engaging in the money lending business, employees have to deal with money
transactions in the Group’s day to day operation. Potential risks regarding
improper or dishonest handling of money by customers or employees cannot
be neglected. Guidelines in relation to anti-corruption and fraud and a policy
and procedure regarding anti-money laundering and counter-terrorist
financing (“AML and CTF Policy”) are formulated and stated to the staff. As
part of the loan approval process, the Group will carry out appropriate
customer due diligence procedures on a risk-based approach to assess the
risk of money laundering and terrorist financing. Details of the Group’s
customer due diligence measures are set out in the Company’s AML and CTF
Policy.

Measures regarding monitoring and reporting of suspicious cases are also
implemented and maintained throughout the operation of the Group. Any
suspicious case of money laundering or terrorist financing which comes to
the staff’'s knowledge would be reported to the money laundering reporting
officer (“MLRO") of the Group immediately. Taking the relevant information
into account, MLRO will evaluate the suspicious case on a case-by-case basis
and will report to the Joint Financial Intelligence Unit of the Hong Kong
Government as soon as practicable if he considers it necessary. To ensure
that the existing AML and CTF systems are up-to-date, effective and able to
efficiently manage the potential money laundering and terrorist financing
risks, regular reviews would be conducted.
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For the year under review, to fulfill the additional licensing condition for
money lender licence in relation to the compliance of the Guideline on
Compliance of Anti-Money Laundering and Counter-Terrorist Financing
Requirements for Licensed Money Lenders (“AML and CTF Guideline”)
published by the Companies Registry, the AML and CTF systems of the
Company were enhanced in accordance with the AML and CTF Guideline.
Staff trainings on AML and CTF were also conducted during the year under
review to update and familiarise the staff with the latest AML and CTF
measures and an overview of the enhanced AML and CTF systems of the
Company.

No significant risks relating to improper or dishonest handling of money were
identified during the year under review. The Group did not receive any
whistleblowing reports from its employees during the year as well. There
were also no confirmed incidents or suspected incidents regarding bribery,
corruption, fraud, money laundering or terrorist financing against the laws of
Hong Kong during the year under review. The Group was not aware of any
non-compliance with the relevant laws and regulations which have a
significant impact on the Group relating to bribery, extortion, fraud, money

laundering or terrorist financing for the year 2019.

ENGAGEMENT WITH SUPPLIERS

Suppliers of the Group are mainly service providers who provide services
supporting the daily office operation of the Group such as cleaning service
companies and office consumable suppliers.

In order to build up cooperation relationships with different suppliers in a
socially responsible manner, guidelines were established and adopted to
outline the criteria to be considered when selecting suppliers and vendors
with an aim to establish a sustainable relationship with suppliers and to
safeguard the welfare of the workers, the community and the environment.
The criteria include application of environmentally-friendly principles,
protection of workers’ human rights, safety and health by the suppliers and

SO on.

During 2019, the risk of suppliers bringing significant negative impacts
(whether actual or contingent) on the Group’s business is negligible and the
Group was not aware of any material non-compliance incidents of suppliers
regarding environmental and labour protection.
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CUSTOMERS
PRODUCTS AND SERVICES

The Group has always striven to provide diversified financial solutions to
customers. Honest and comprehensive information about the products is
provided to customers with the aim to help them make appropriate informed
decisions. In addition, with its customer-oriented principle, the Group puts
emphasis on quality services to raise customers’ satisfaction. Members of
staff are encouraged to give prompt response and provide best assistance to

customers.

To ensure the products and services provided are in compliance with

applicable laws, regulations and relevant guidelines, proper approval

procedures and relevant risk assessment would be conducted before
launching any new products. The money laundering and terrorist financing
risks of all existing products would be reviewed regularly as an ongoing

monitoring control of the product risk.

As a continuous monitoring of the business relationship with customers and
to assist in detecting unusual or suspicious activities, the Group takes a
prudent and cautious approach in handling transactions with third parties. In
November 2019, enhancement has been made on the processing procedures
in respect of loan disbursement to and loan repayment from third parties.
Approval and review from AML and CTF compliance officer and MLRO are
now required so as to strengthen the monitoring of third-party transactions
in relation to the money lending business of the Group.

For the year under review, no material breach or non-compliance with
relevant laws and regulations regarding the business and operations of the
Group is found. In particular, the Group adhered to the applicable laws
regulating its principal businesses of money lending and securities trading i.e.
MLO and SFO. In respect of advertising, the Group complied with the
additional licensing conditions imposed on money lenders which came into
effect on 1 December 2016 and was not aware of any non-compliance with
the relevant laws and regulations which have a significant impact on the
Group relating to advertising during 2019.

Due to the nature of the Group’s businesses of money lending and securities
trading, issues relating to health and safety of products and services
provided, and compliance of the relevant laws and regulations in those
aspects are not of relevance to the Group.
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DATA PRIVACY

The Group values security and protection of customers’ privacy and personal
data. Information provided by customers is handled with due care and in
accordance with the Personal Data (Privacy) Ordinance (Chapter 486 of the
Laws of Hong Kong) (“PDPO") and other relevant laws and regulations.
Guidelines regarding the handling of confidential information are provided to
staff to enhance information security in business operations and across
departments. Emails are encrypted and passwords are added to attachments
when necessary in order to preserve the confidentiality of material
information. Statement for collection of personal data is provided to
customers before collection of personal data. A data protection officer is
appointed by the Group to oversee the Group’s compliance with the PDPO.

No issue regarding material non-compliance with the relevant laws and
regulations mentioned above was identified or reported during the year
under review. In particular, no incidents regarding infringement of
customers’ privacy or loss of customer data were found. For the year ended
31 December 2019, the Group was not aware of any material non-
compliance with the relevant laws and regulations which have a significant

impact on the Group relating to privacy matters.

The customers can contact the data protection officer of the Group if they
have any complaints or concerns in relation to the Group’s compliance with
the PDPO and/or any other relevant laws and regulations relating to personal
data privacy.

EMPLOYEES
EMPLOYMENT OPPORTUNITIES

The Group emphasises the importance of labour diversity and equal
Candidates with

different qualifications and experiences are welcome in order to diversify the

opportunities in recruitment and promotion matters.
labour base. The recruitment policy of the Group sets out a transparent
mechanism and practice for recruitment in compliance with the Employment
Ordinance (Chapter 57 of the Laws of Hong Kong) and other relevant laws
and regulations which have a significant impact on the Group in relation to
child and forced
opportunity and anti-discrimination. It also states clearly that criteria such as

labour prevention, recruitment and promotion, equal
age, gender, marital status, nationality, race and religious belief should not
be considered in candidates screening process so as to ensure equal
treatment to all applicants. Child and forced labour are strictly prohibited in
the Group.

During 2019, no complaints were received regarding child or forced labour,

unfair treatment or discrimination during the recruitment and promotion
process.
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CARING WORKPLACE

The fact that employees are crucial assets of the Group is of no doubt. A
caring workplace helps enhance employees’ sense of belonging.

Comprehensive guidelines and procedures regarding human resources
including but not limited to recruitment, workings hours, rest periods as well
as compensation are established. Employees who commit misconducts or
violate company rules may be dismissed according to the Group's dismissal
policy. In addition to maternity leave, paternity leave and condolence leave,
employees are entitled to birthday leave, which shows the Group’s emphasis
on its relationships with employees. Moreover, staff events are held
regularly. For the year under review, staff events such as visits to Hong Kong
Disneyland were organised for employees’ team building, with the aim to
unite all employees and create a harmonious working environment. The
Group also participated in the Community Chess Dress Casual Day of 2019
and encouraged employees to dress casual for the purpose of charity and

promoting a relaxing working environment.

During 2019, the Group was not aware of any material non-compliance with
the Employment Ordinance and other relevant laws and regulations which
have a significant impact on the Group relating to employee’s compensations
and dismissal, working hours and rest periods.

SAFE AND HEALTHY WORKING ENVIRONMENT

A business contingency plan is in place to protect the Group from possible
threats and risks caused by emergent situation or disaster and to define the
recovery process developed to restore the critical business functions of the
Group. The Group strives to create a safe working environment as
recommended by the Occupational Safety and Health Council in Hong Kong.
For instance, computer workstations for employees are designed in the way
that will help alleviate health problems like upper limb pains and discomfort
resulting from inappropriate postures. Reading materials in relation to
occupational safety and health have been circulated to all employees to
ensure they are equipped with updated knowledge in this regard. The Group
is committed to create a working environment that is free of discrimination
and harassment which can reduce employees’ work stress. Discrimination is
prohibited in any circumstances. Reporting channel is also provided for staff
who feels being treated unfairly.

During the year under review, there were no incidents found in relation to
occupational health and safety. Given the nature of the Group’s money
lending and securities related business, there was no significant risk relating
to employees’ health and safety. The Group was not aware of any non-
compliance with the relevant laws and regulations which have a significant
impact on the Group relating to the provision of a safe working environment
and protection of employees from occupational hazards for the year 2019.
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PROFESSIONAL DEVELOPMENT

The Group provides continuous professional trainings to employees to ensure
they are equipped with updated knowledge and skills to perform their
duties. Staff training is conducted every year to ensure employees are well-
informed of the policies and procedures of the Group. Besides, staff
trainings in relation to AML and CTF were conducted for the year under
review. Details regarding staff trainings of AML and CTF are set out in the
sub-paragraph headed “Anti-Money Laundering and Counter-Terrorist
Financing” in the section headed “Economy” in this ESG Report. Reading
materials in relation to business ethics and anti-corruption have been
circulated to all staff, so as to enhance employees’ understanding in anti-
bribery and anti-corruption. Self-development sponsorship policy is also in
place to encourage continuous learning and development of staff by
providing financial supports to nurture talents and explore various potentials
of staff.

More details of the staff training of the Group are set out in the sub-

paragraph headed “Information on Employees” in the section headed
“Management Discussion and Analysis” on page 14 of the annual report of

the Company for the year ended 31 December 2019.

In view of the latest AML and CTF Guideline issued by the Companies
Registry, matters in relation to AML and CTF have been included in the
directors’ training for the year under review, so as to ensure that the
Directors are equipped with knowledge of the latest regulatory development
of AML and CTF in Hong Kong.

ENVIRONMENT
EMISSIONS CONTROL

The Group understands the importance of environmental protection. The
Group is committed to minimising air pollutant and greenhouse gas ("GHG")
emission as it knows that problems of global warming should never be
overlooked. The Group therefore implements various measures on emission
reduction. Reminder emails are issued regularly to encourage the use of
email for communication and circulation of documents where practicable so
as to promote paperless culture in a digitalized community. The Group also
welcomes video or telephone conference so as to reduce the need of
business trips of the staff. The Group encourages its staff to take public
transport and requires employees to turn off the electronic appliances that
are not in use before they get off from work.
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According to Appendix 2 to the Reporting Guidance on Environmental KPls
issued by the Hong Kong Exchanges and Clearing Limited, GHG emissions
can be divided into three different scopes, namely (1) direct emission, (2)
energy indirect emission and (3) other indirect emission. For calculating GHG
emissions, SME Carbon Audit Toolkit (“Toolkit”) invented by the University
by Hong Kong and City University of Hong Kong is designed for the use by
small and medium enterprises. Considering the scale of the Group’s business,
the emission factors of the Toolkit are considered suitable and are adopted
in calculating the GHG emissions of the Group that are disclosed in this ESG
Even though the Toolkit was established in 2011,
considers that the potential inaccuracies due to time factor will cause only

Report. the Group

minor influence on the results. Apart from the Toolkit, other external
resources extracted from relevant institutions such as China Light and Power
Company Limited (“CLP"”) and Hong Kong Electric Company Limited (“HK
Electic”) are also adopted in calculating the GHG emissions of the Group.
Considering the business nature of the Group, GHG emissions stated in this
ESG Report in relation to the respective consumption by the key subsidiaries
and offices are calculated in the unit of kilogram of carbon dioxide in
equivalent ("kg Co, eq-"), or in kilogram (“kg").

For the year under review, the Group's principal businesses were money
lending and securities related businesses. In other words, the main operation
of the Group is office-based and hence it generally does not lead to
significant direct emission of air pollutant and GHG. The only cause of direct
emissions in the Group’s operation was from the use of vehicles which run
on petrol. The volume of direct emission of air pollutant by types caused by
the Group’s use of vehicles during the year under review, together with the
comparative figures for the year ended 31 December 2018, are as follows:
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Direct Emissions (Note 1)

B B (PR EET)

2018 (in kg) 7L R 1) Percentage Change
NI —F—RE(AF) BALEE

Nitrogen oxides (“NO,") affwm(No, D 2.51 4.40 75.30%

Sulphur dioxide(”S0,") — R (so,l) 0.49 0.87 77.55%

Particulate matter (“PM") TR ([PM ]) 0.18 0.32 77.78%
Note 1: The emission factors of NO,, SO, and PM by vehicles extracted from Appendix P51 : BIRFRREDEIRERIESI M Rz

2 to the Reporting Guidance on Environmental KPIs are 0.0747 gram/litre,
0.0147 gram/litre and 0.0055 gram/kilometre respectively.
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Apart from direct emissions, the Group’s operation also leads to energy

indirect e

missions of GHG casued by the use of electricity, for example in

lighting and air-conditioning system, and other indirect emissions of GHG

caused by waste disposal, water consumption and public transportation of

staff. The

volume and intensity of emissions of GHG generated by the Group

during the year under review, together with the comparative figures for the

year ended 31 December 2018, are as follows:

GHG Emission (Note 1)
(kg €O, eq-)

BEZE RN

AEEZENRAEEMSILMEE

REESFPIAERE  fIMEXREFHREFH
BE - ULEENEE HRKREERBRES
HMMEHFREERE -AEBERNDBEFERNE

EH) R

EREHNEREEERBE —T—\4F

TIA=Z+T-—RLEFENLBREFAT

EEREHB(AFZSWEE-) (M)

Intensity (Note 1)
(kg CO, eq-/sq. ft.)
FEE(QAF-SILtBEE- FHR)(KE)

2018 2019 2018 2019
—T-N\F —EB-hE —T-N\F —T-h%¥
Scope 1 — Direct ME1 — EEHER
Emissions 7,516 13,198 0.80 1.80
Scope 2 — Energy fE2 — gEiR
Indirect Emissions Gik:3: 30
(Note 2): (BfE2) - 47,063 37,685 4.27 4.21
Scope 3 — Other E3 — HibEeE
Indirect Emissions HEW
(Note 3):
Non-hazardous Waste EEBEWESR
Disposal (Note 4) (H 324) 2,988 2,070 0.32 0.28
Water Consumption FEIK (M1 5E5) N/A N/A N/A N/A
(Note 5) i@ A FiE R TiE A ER
Public Transportation of & T Z i
Staff 1,577 4,565 1,774 3,844 0.17 0.49 0.24 0.52
Total “B5t 59,144 54,727 5.56 6.53
Note 1:  GHG includes carbon dioxide, methane and nitrous oxide etc. For easy FiFi1: RBEFBEE 4B FhMk—St=
understanding, the amount of GHG emissions stated in this table is RE - BERER AXMFRERERRE
calculated in the unit of kg CO, eg- produced. Given that the principal NBEEERAT —StmEE — RBEMAEITE
businesses of the Group are office-based, the unit of square feet (“sq.ft.”) H-ERAEENTEEBERNBHATHET
is used as a factor in calculating the intensity of direct emissions, energy MEAKRPAFEFRTERFR]) RRHFE
indirect emissions and other indirect emissions in this table. For the year B HERR BRI A 1 R R L A R R B B
ended 31 December 2018, the total area of the operating premises of the BE-HE_Z-N\F+_A=Z+—HLF
Group was 9,398 sq.ft.. For the year ended 31 December 2019, due to the B AEBKLEYELEEARIIBFHR -
close down of certain operating branches of First Credit Limited and the HE-_Z-NAFT+-A=Z+—HILEFE @H
merging of office premises within the Group, the total area of operating RE—ERAMBAERIRE TEE DA
premises of the Group was reduced to 7,331 sq.ft.. RASBARNIBRGHEH  KEBEKED
¥MBEBRRLEIIBIFHER -
Note 2:  Energy indirect emissions by the Group are mainly from electricity FiF2: AEEHRREZFREIZRERE -FE

consumption. The latest emission factor of CLP was extracted from the CLP
sustainable report of 2018 and the latest emission factor of HK Electric was
extracted from the carbon calculator of HK Electric in calculating the data of
2019. The emission factors are 0.51 kg CO, per unit for the electricity
supplied by CLP and 0.80 kg CO, per unit for electricity supplied by HK
Electric. In calculating the intensity of energy indirect emissions of the
Group, the area of the warehouse of the Group is also taken into account.
The area of the warehouse was 1,619 sq. ft. for both 2018 and 2019.
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Note 3:

The Toolkit is used to calculate the data of other indirect emissions of GHG
by the Group.

Note 4:  Non-hazardous waste disposal of the Group mainly comprises paper and
general office waste. Owing to practical reasons, the data of non-hazardous
waste disposal is estimated figures. The data of 2019 is estimated by taking
a daily average volume of non-hazardous waste disposal as sample, while the

data of 2018 was estimated by taking one week’s volume as sample.

Note 5:  Since the Group operates in leased office premises, the data of water

consumption by individual occupants is not available.

The significant increase in the direct emissions during the year under review
is mainly attributable to the increase in the use of vehicles in 2019. The
amount of petrol used for the Group’s vehicles increased by approximately
75.57% from approximately 3,185 litres for the year ended 31 December
2018 to approximately 5,592 litres for the year ended 31 December 2019. In
the future, the Company will put more emphasis on encouraging employees
to take public transport in substitution for the use of private vehicles so as

to reduce the emission of air pollutant and GHG.

The total indirect emissions of GHG resulting from energy consumption
decreased by approximately 19.93% from approximately 47,063 kg CO, eg-
for the year ended 31 December 2018 to approximately 37,685 kg CO, eg-
for the year ended 31 December 2019. The decrease in indirect emission of
GHG resulting from energy consumption is mainly attributable to the close

down of certain operating branches of First Credit Limited.

The total other indirect emissions of GHG resulting from non-hazardous
waste disposal, water consumption and public transportation of the staff
decreased by approximately 15.79% from approximately 4,565 kg CO2 eg-
for the year ended 31 December 2018 to approximately 3,844 kg CO2 eqg-
for the year ended 31 December 2019. The decrease in other indirect
emissions of GHG for the year under review is mainly attributable to the
decrease in the emissions of GHG from public transportation of the staff and
non-hazardous waste disposal resulting from the close down of certain
operating branches of First Credit Limited.

During the vyear under review, the intensity of GHG emissions was
maintained at a low level and remained steady as compared to the
corresponding period in 2018.
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WASTE DISPOSAL AND RECYCLING

As the principal businesses of the Group are office-based, no hazardous
waste as defined in the “Basel Convention on the Control of Transboundary
Movements of Hazardous Wastes and their Disposal, 1989" was produced
during the year under review. Meanwhile, the Group strives to promote
recycling habits among the employees. In February 2019, the Group
organised a red packets recycling event to encourage employees to recycle
unused red packets after the Lunar New Year festival. Staff members are also
encouraged to re-use office consumables such as printing paper and manila
envelopes. The Group implements policies to enhance employees’ awareness
of waste separation and recycling. For the year ended 31 December 2019,
the weight of used paper collected for recycling exceeds 1,500 kg, implying

a contribution of over 7,238 kg CO, eq- GHG reductions.

The estimated amount of non-hazardous waste generated by the Group
decreased by approximately 30.72% from approximately 1,992 kg (which
equals to approximately 2,988 kg Co, eq— of GHG emission) for the year
ended 31
approximately 2,070 kg Co, eg- of GHG emission) for the year ended 31

December 2018 to approximately 1,380 kg (which equals to

December 2019. The intensity of non-hazardous waste generated by the
Group decreased from approximately 0.21 kg/sq. ft. for the year ended 31
December 2018 to approximately 0.19 kg/sq. ft. for the year ended 31
December 2019.

The Group is not aware of any material non-compliance with relevant laws
and regulations which have a significant impact on the Group relating to air
pollutant and GHG emissions, discharges into water and land, or generation
of hazardous and non-hazardous waste during the year ended 31 December
2019.

USE OF RESOURCES

The Group treasures natural resources as a gift from nature and it
encourages efficient use of resources to avoid over-consumption. The Group
pledged to support “Earth Hour” by turning off all non-essential lights for
one hour on 29 March 2019 and encouraged all staff members to do so on
30 March 2019 at home. Employees are encouraged to turn off lights and
electronic appliances that are not in use after business hours. Reminder tags
are placed to remind employees to adjust thermostats at a reasonable room

temperature. Office consumables such as light bulbs and stationary shall be
replaced or purchased only when necessary in order to avoid wastage.
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The Group’s business is office-based and it merely involves normal daily
water consumption and discharge. No issue arises in sourcing water that is
fit for purpose of the Group’s operation as the water supply is managed by
the building management office. Employees are reminded to turn off water
faucet when it is not in use. Reminder tags of water conservation are placed
at a conspicuous position near the sinks to remind employees to save water.
Besides, in order to promote the habit of conservation of natural resources,
reminder tags are placed in the office’s washrooms to encourage the staff to
conserve toilet paper and tissues. As the saying goes, “many a little makes a
mickle”, all these habits can bring significant impacts to our environment.

As the Group is not engaged in manufacturing business, its operation does
not involve the use of packaging materials and labelling.

The volume and the intensity of electricity and water consumption by the
Group during the year under review, together with the comparative figures
for the year ended 31 December 2018, are as follows. Given that the
principal businesses of the Group are office-based, the unit of sqg. ft. is used
as a factor in calculating the intensity of electricity and water consumption:

REENEBRPAETLET LR FREEHK
R BER - RSRBUE MR A & B 28/ /K R7 H
BEAME ERKEEDHBTEERER -
AEBEIRERE TEAKEERBEBAR - K
BESA MO & MR 40 75 BE B IR K E R JR BR IR 4 2A
RERSESOMK W BEREEEZEDRER
MEE RAEXATRARARERE @HET
HHRAREN -BBRIEIKZ] ZEBE
BEHBEMHRIRETRERTE -

HRAREL T EEEERS REEERNSLR
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ERAEEMTEEBERATET ATFR
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EREEFENNREREKENEE ERE
E-T-N\F+-AS+-ALFENLERT
m

Electricity and Water Consumption

HEREK
2018 2019
=T N\EFE —¥-hE
Unit Unit/sq. ft. Unit Unit/sq. ft.
AE BFYAFRAE=E AE BSEFRAE
Electricity (kWh in’000s) Bag (FRE) 60,626 5.50 47,103 4.28
Water Consumption (Note 1) #E/K (Ff7E1) N/A N/A
A iERA
Total: FEE T 60,626 5.50 47,103 4.28
Note 1: Since the Group operates in leased office premises, the data of water [ffsf1: MAAEBEERERDIETALE  WERER

consumption by individual occupants is not available.

Being a financial institution, most business operations of the Group involve
document printing. No significant impacts are made on the environment and
natural resources resulting from the Group’s operation except from the
printing of loan documents and internal documents that can result in the
consumption of a large amount of printing papers. The Group therefore
emphasises on minimising paper use such as promoting the use of double-
sided printing and recycling non-confidential used paper. Reminder tags are
placed to encourage employees to use double-sided printing function,
recycled paper, or choose “2 pages per sheet” printing function. To enhance
environmental awareness of the staff not just within the office, but also in
everyday life, the Group also provides some environmental-friendly tips to
employees such as “Green Christmas Tips” for reducing the waste of
packaging materials and food resulting from Christmas presents and meals.
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The Group conducts year to year comparison for the data on its GHG
emission, the use of resources including electricity consumption, and
discharges of non-hazardous solid waste to quantify the Group’s
achievements in terms of its measures on emission and waste reduction and
initiatives on efficient use of resources. Due to the energy conservation
measures adopted by the Group and the close down of certain operating
branches of First Credit Limited, the Group recorded a decrease in the
consumption of electricity and in the volume of indirect emissions during the
year under review. The management considers that the overall results of the
environmental protection measures are satisfactory and the Group will
continue to make contributions to the environmental protection.

COMMUNITY
Supporting Social Service Organisations

Initiatives and efforts of social service organisations should be recognised
and supported. For the year under review, the Group made donations to the
Feeding Hong Kong Limited and the Community Chest of Hong Kong. The
Group will also explore possibilities to cooperate with different organisations
that share the same values and principles with the Group.

EMPLOYEE INVOLVEMENT

The Group strives to raise employees’ awareness in terms of social
involvement and civic consciousness. The Group established the First Credit
Volunteering Team, which participated in volunteer services organized by the
in November 2019.

encouraged to participate in community enhancement events such as

Feeding Hong Kong Limited Employees are also

volunteering and fundraising activities.
AWARDS

During the year ended 31 December 2019, the Group received the award of
Caring Company (2019/20) from The Hong Kong Council of Social Service
which represents a recognition of the team efforts paid by the Group on
CSR.

DIALOGUE AND COMMUNICATION

The Group will continue to maintain opportunities for open dialogue relating
to CSR matters with various stakeholders from time to time. The Group
values every feedback and recommendations from its stakeholders in order to
improve its existing CSR policies and practice. Stakeholders may write directly
to the Group's principal place of business in Hong Kong at 21/F.-22/F., Fung
House, Nos. 19-20 Connaught Road Central, Hong Kong or via email to
feedback and

“enquiry@firstcredit.com.hk” for any inquiries,

recommendation regarding CSR-related issues.
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REFERENCES TO THE ESG GUIDE

RE -HERER

$ﬁ /__:’;: (continued &)

REESIZ2E

General Disclosure

—REE

General Disclosure

—RIKE

Information on:

AT

(a) the policies; and

(@) B%: &

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

(b) BFHBETABEAXZENHEREELA
Bl &) & £

relating to air and greenhouse gas emissions,
discharges into water and land, and generation
of hazardous and non-hazardous waste
FRERMEEREHM - MK KL E 5
FCEEREEEYNELS

Policies on efficient use of resources including
energy, water and other raw materials
ERERER(BEER  KREMEREME) B
B

ESG Report:
BRE HeakERmE:

"Environment — Emissions Control & Waste
Disposal and Recycling” (page 60 to 64)
[RE — RS REDEERBRBER]
(£60B 2 $645)

ESG Report:
BRI g kEams

“Environment — Use of Resources”
(page 64 to 65)
[RIE — BRFEAIELEEZE6S5E)

General Disclosure

—RiRE

Policies on minimising the issuer’s significant
impact on the environment and natural
resources
MEZBTAHRERRAERENERNTZED
285

ESG Report:
B HEREERE

“Environment — Use of Resources” (page
64 to 65)
[RE — BREMI(FAEEF658)
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Aspect B1: Employment

T_Hi & Fé /1‘:_]\ i’i /__:.J: (continued &)

(a) the policies; and

(a) B &

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

(b) EFHETARE
B8 & #

FEMNBRERER

relating to compensation and dismissal,
recruitment and promotion, working hours, rest
periods, equal opportunity, diversity,
anti-discrimination, and other benefits and
welfare

ERAFMERE BERSHA  TERE I
BEE - FTE#RE  Zolt RE\UKEA
538 g Al

EHB1 : & &
General Disclosure Information on: ESG Report:
—RiEE AT RE HeaRERmE:

"Employees — Employment Opportunities &
Caring Workplace” (page 58 to 59)

[BE — EE®E MBENTHEREI(558
HZEF$59H)

Aspect B2: Health and Safety
[EEB2 : BREZ S

General Disclosure

—REE

Information on:

BT

(a) the policies; and

(a) B &

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

(b) BFHBEITARE
Bl ey & R

FENBRERER

relating to providing a safe working
environment and protecting employees from
occupational hazards

BRARELRE TIERERRE RS 8 2B EN
EE

ESG Report:
BE HeakEghms:

"Employees — Safe and Healthy Working
Environment” (page 59)
B8 — R2RERMNI(ERKTI(ES9H)
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General Disclosure

—REE

General Disclosure

—RIKE

General Disclosure

—REE

Policies on improving employees’ knowledge
and skills for discharging duties at work.
Description of training activities
BHRAEE BT IEREMNME R RN
&K

Information on:

B :

(a) the policies; and

(a) B Rk

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

(b) BFHETABEAZENHBEER LR
8 &

relating to preventing child and forced labour

BRAB IEZE Taioa s T

Policies on managing environmental and social
risks of the supply chain
E IR MR AR IR Rt g B BRI

ESG Report:

IR NES  RIR - HERERAME

& /A

"Employees — Professional Development”

(page 60)

[BEE — Fx%RI(F608)

ESG Report:
RIE-HEREAR

H -
=]

“Employees — Employment Opportunities”

(page 58)

[BE — EFEHEI(F587)

ESG Report:

RE -dHahERrMmE:

"Economy — Engagement with Suppliers”

(page 56)

[&E — ZEHERI(F56H)

F-EREREEARAF —T-NFER
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Aspect B6: Product Responsibility
fEHB6 : &

T_Hi & Fé /1‘:_]\ i’i /__:.J: (continued &)

General Disclosure

—REE

Information on:

PR

(a) the policies; and

(a) B &

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

(b) BFHETABEAXZENHERERELMR
B8 & #

relating to health and safety, advertising,
labelling and privacy matters relating to
products and services provided and methods of
redress

EHRMRHEMNBRENREEEEZ S B -
EHERALBET AR A

ESG Report:
RE HeaRERmE:

"Customers — Products and Services & Data
Privacy” (page 57 to 58)

(5P —ERERBRAMLEI(ES7TER
£558H)

Aspect B7: Anti-corruption
[EHEB7 : RES

General Disclosure

—RIKE

Information on:

BT :

(a) the policies; and
() B Rk

(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer

(b) BFHETABEAXZENHERERLA
189 & #

relating to bribery, extortion, fraud and money
laundering

FHBE 95 KRFRERE

ESG Report:
RE #HEREBWmE:

“Economy — Anti-Money Laundering and
Counter-Terrorist Financing”

(page 55 to 56) and; “Employees —
Professional Development” (page 60)

(&8 — TEABRRMD TESSE(E
55%56H)  KIEE — EXEREI(FE60H)
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General Disclosure

—REE

Policies on community engagement to
understand the needs of the communities
where the issuer operates and to ensure its
activities takes into consideration communities’
interests

AR ERSERTHREEMTHETEME
REEBEDAEZ R RFROEE

ESG Report:
RE HeakERmE:

“Community” (page 66)
[ |(F66H)
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CERTIFIED PUBLIC ACCOUNTANTS

TO THE SHAREHOLDERS OF

FIRST CREDIT FINANCE GROUP LIMITED

(Incorporated in the Cayman Islands and continued in Bermuda with limited
liability)

OPINION

We have audited the consolidated financial statements of First Credit Finance
Group Limited (the “Company”) and its subsidiaries (together with the
Company, the “Group”) set out on pages 78 to 159, which comprise the
consolidated statement of financial position as at 31 December 2019, and
the consolidated statement of profit or loss and other comprehensive
income, consolidated statement of changes in equity and 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
2019, and of its consolidated financial performance and its consolidated cash
flows for the year then ended in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong Kong Institute of
Certified Public Accountants (the “HKICPA”) and have been properly
prepared in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR OPINION

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

KEY AUDIT MATTER

Key audit matter is the matter that, in our professional judgment, was of
most significance in our audit of the consolidated financial statements of the
current period. The matter was 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 the matter. The key
audit matter we identified and how our audit addressed the key audit
matter is set out below.
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Key Audit Matter
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How our audit addressed the Key Audit Matter
EEMENAEEARETEIR

Impairment of loans receivable from customers

(Refer to notes 6(B) and 24 to the consolidated financial

statements)

The measurement of expected credit loss (“ECL") requires the
application of significant judgement and increased complexity
identification of exposures with a
significant deterioration in credit quality, and assumptions
used in the ECL models (for exposures assessed individually
or collectively), such as the expected future cash flows and

which include the

forward-looking macroeconomic factors.

Due to the significance of loans receivable (representing
approximately 94% of total assets) and the corresponding
uncertainty inherent in such estimates, we considered this as

a key audit matter.

FEW & F B R E
(BEtrE M B HR N E6(8) R%24)
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Our audit procedures included the assessment of controls over
the origination, segmentation, ongoing internal credit quality
assessments, recording and monitoring of loans receivable.

We also assessed the effectiveness of key controls over the
application of the impairment methodology, the governance of
the ECL models, inputs and assumptions used by the Group in
calculating the ECL.

For the collectively assessed ECL, we assessed the reasonableness
of the Group’s ECL models, including the model input, model
design, model performance for significant loan portfolio. We
assessed the reasonableness of the Group’s criteria for assessing
if there has been a significant increase in credit risk and so
allowances for financial assets should be measured on a lifetime
ECL basis and the qualitative assessment. We challenged whether
historical experience is representative of current circumstances
and of the recent losses incurred in the loan portfolio and
assessed the reasonableness of forward-looking adjustments,
including the economic variables and assumptions used in each of
the economic scenarios and their probability weightings. Where
changes had been made in model parameters and assumptions,
we evaluated the appropriateness of such changes. We also
assessed and tested the sensitivity of the credit loss provisions to
changes in modelling assumptions.

For a sample of exposures that was subject to an individual
impairment assessment, we specifically reviewed the Group's
assumptions on the expected future cash flows, including the
value of realisable collateral based on available market
information.

We also assessed disclosures in the financial statements relating
to the Group’s exposure to credit risk.
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OTHER INFORMATION

The other
information comprises all of the information in the Company’s 2019 annual

The directors are responsible for the other information.

report other than the consolidated financial statements and our auditor’s
report thereon.

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

In connection with our audit of the consolidated financial statements, our
responsibility is to read the other information identified above 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 the other
information, we are required to report that fact. We have nothing to report
in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

or error.

In preparing the consolidated financial statements, the directors 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 of the Company (“Audit Committee”) assists the

directors in discharging their responsibilities for overseeing the Group's
financial reporting process.

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019

HttEHR

EFEREHMER -HMWEHNBREARAR -
—NFFRAFEHN  BETREFEUBHRRK
EE R G

EEHEAMBRENBELAL TIREEMEF
ENTHEMERBEREMZ AN RELER -

==
=

=Sy

BERGAVBHRER EENEETAME LM E
mER  RiBREH TREMENESHAEGE
HBERRAEENEABETAERENBRAEE
AEMHE HEUFEERBERRL - EREFC
HITH T HESRREMERBERHERR
M EERAREZFE-RNUIHE BEFEREME
IR & o

EEHAAMBRRNEL

EEFAAERBEAESHMASEMOBTEYH
HEEYRBFE(AAGIDNEERERUEE
MAF2IN MG BRE U RERRBA
REZE MWD FAE BN AGFHERME R
MEBRERRAH AN FEZEE R -

REFAVBHRERE EFAHNE EEEE
BEEMREN TEERBLTHRERSERLE
EHMER URERKEKLESSFER K
FEFFER BESEBRAEFLLE  HHE
HMBEROBERDE-

e ((BREEE ) WY EFET
M MEBRIZNEE -

AR mp

NGIE: LA
=
=

ES
B AE&5H



Independent Auditor’s Report 18 17 B E BN IR S5 (continued #)

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

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. We report our opinion solely to you, as a
body, in accordance with section 90 of the Bermuda Companies Act 1981,
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:

3 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.

3 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.

3 Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made
by the directors.
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3 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

in the consolidated financial

report to the related disclosures

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.

structure and content of the

3 Evaluate the overall presentation,

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.

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

group audit. We remain solely responsible for our audit opinion.

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

identify during our audit.

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

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

report is Mr. Siu Jimmy with Practising Certificate number P05898. Rt & (BEFERE - P05898) °
Elite Partners CPA Limited ML EEEMEBAERATE
Certified Public Accountants HE A

10/F, 8 Observatory Road, BB

Tsim Sha Tsui, Kowloon, BERAIE

Hong Kong RN ZE85710:8

23 March 2020 —E-EFE=HA=-+=H
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Consolidated Statement of Profit or Loss and Other Comprehensive Income RS B8R EM 2 BNAR

For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

2018
—ZT—)N\F
Note HK$
Bt 5 T
Revenue g 2§ 9 88,881,668 92,761,498
Other income H Uz A 10 39,663 6,169,523
Other gains and losses H bl R B8 1 (3,949,780) 1,192,286
84,971,551 100,123,307
Administrative expenses TERAX (28,055,902) (33,726,940)
Impairment loss on loans receivable, net FE UL B SRR 18 B 18 )% 58 13 (200,581,489) (15,634,421)
Trading right written off o8 B 5 22 (3.100,000) —
Other operating expenses Hhg &R (10,373,177) (17,579,199)
(Loss)/profit from operations EE(FB1E) HF (157,139,017) 33,182,747
Finance costs M%ER 12 (187,051) (1,582,846)
(Loss)/profit before tax BrBiED (B518) d R 13 (157,326,068) 31,599,901
Income tax credit/(expense) T8 RiE®e,(FX) 14 24,432,997 (5,674,308)

(Loss)/profit and total comprehensive AATHEEAELEER

(loss)/income for the year attributable to  (E518) /il &
the owners of the Company 2 (F5HE) W EE (132,893,071) 25,925,593
HK cents HK cents
&1l AL
(Loss)/earnings per share B (BE) BH

Basic BN 18 (3.66) 0.71
Diluted 58 18 N/ATEHR N/AA 3 A

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019



<4

Consolidated Statement of Financial Position 2 & 84 ¥R 0 XK

At 31 December 2019 R-—ZE—hAFE+=-_A=+—8H

2018
—ZT-N\F
Note HK$
Bt 5 & T
Non-current assets kRBEE
Property, plant and equipment WM - BB k& 19 484,297 3,088,135
Leasehold land under finance leases MERAAOTHE L H 20 — 1,241,628
Right-of-use assets EREEE 21 2,514,134 —
Intangible assets — trading right ERVEE — B 22 — 3,100,000
Loans receivable JE 4 B R 24 151,877,137 433,645,920
Other assets HihEE — 200,000
Deferred tax assets FEIEFR A B 29 35,812,011 3,107,251
Total non-current assets ERBEE LT 190,687,579 444,382,934
Current assets HENEE
Loans receivable JE U & R 24 646,178,852 507,870,528
Financial assets at fair value through AAFEFABZR S @
profit or loss EE 25 10,476,000 —
Prepayments, deposits and other receivables TR HIE -~ e R HAFE
WK IAE 4,022,233 3,122,098
Current tax assets MEBRIBEE — 2,728,082
Bank balances — trust and segregated accounts #R 77458 — (=7t MBI
kP 26 — 159,149
Bank and cash balances RITRIBEEH 17,081,890 37,355,748
Total current assets MENE EERE 677,758,975 551,235,605
Current liabilities mEIEE
Accounts payable JE 1F BR 3K 27 — 159,149
Accruals and other payables FE=T 2 R K H fth F& - 5K IE 1,673,476 2,715,503
Lease liabilities HEAE 28 1,416,997 —
Current tax liabilities ENEARIE B & 5,801,202 295,937
Total current liabilities mE B EERE 8,891,675 3,170,589
Net current assets RBEEFE 668,867,300 548,065,016
Total assets less current liabilities BELEBRHER 859,554,879 992,447,950
NET ASSETS AEFE 859,554,879 992,447,950

F-EREREBEERAR —FT-NFFH
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Consolidated Statement of Financial Position %7 S B4 7% #A 5T 3% (continued &)
At 31 December 2019 R=—Z—hE+=-_HA=+—H

2018
—T—)N\F
Note HK$
Bt 5 BT

Capital and reserves BAREE
Share capital % < 30 72,576,000 72,576,000
Reserves B 32 786,978,879 919,871,950
TOTAL EQUITY EEE 859,554,879 992,447,950

Approved by the Board of Directors on 23 March 2020 and are signed on its R-T-_TF=A-_F+=HKEESKE L H

behalf by: THESERERESE
Wong Kai Lun Lai Szu Yu
=R R BT
Director Director
EFE BZE
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consolidated Statement of Changes in Equity {6 R B H R

For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

Share

capital

%3

Attributable to owners of the Company

FATRAANES

Share
premium

Rt it

Capital
reserve

B

Retained
profits
REBiEF

Contributed
surplus

PN

At 1 January 2018 R-ZZT-NF—F—H 72,576,000 356,661,862 141,829,615 213,460,470 181,364,823 965,892,770
Adjustments on initial RERERERRBRE
application of HKFRS 9 % B 595 {F 1 1 — — - - 629,587 629,587
Restated balance at RZZ-N\F—A—H#H
1 January 2018 ETlE 72,576,000 356,661,862 141,829,615 213,460,470 181,994,410 966,522,357
Total comprehensive income A2 EH KA L5
for the year — — — — 25,925,593 25,925,593
Changes in equity FAREREY
for the year — — — — 25,925,593 25,925,593
At 31 December 2018 and RZ=Z—\F
1 January 2019 +ZA=+-HRK
—T-NE—-A—H 72,576,000 356,661,862 141,829,615 213,460,470 207,920,003 992,447,950
Total comprehensive loss FRAZEEBELESE
for the year — — — —  (132,893,071) (132,893,071)
Changes in equity FREZZH
for the year — — — — (132,893,071) (132,893,071)
At 31 December 2019 RZE-NF
+-A=+—H 72,576,000 356,661,862 141,829,615 213,460,470 75,026,932 859,554,879

F-—EREREEARAT —FT-LFFER
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consolidated Statement of Cash Flows {8 REHRER

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

2018
—T-N\F
Note HK$
B 5 T
CASH FLOWS FROM OPERATING HETHNRERE
ACTIVITIES
(Loss)/profit before tax B Al (B 18) 4 7 (157,326,068) 31,599,901
Adjustments for: BATHEHE:
Depreciation of property, plant and M - BWER&E
equipment e 19 2,827,603 4,447,582
Depreciation of right-of-use assets CTRAEEENE 21 4,921,802 —
Amortisation of leasehold land under MEMOTHE
finance leases 5 20 — 43,533
Bank interest income SRITH B U A 10 (2,141) (1,275)
Other interest income H At KB U A 10 (3.818) (957,908)
Dividend income i B WA 10 (31,640) —
Trading right written off s E 5 22 3,100,000 —
Realised loss/(gain) from financial assets at NAFEFAEZD
fair value through profit or loss CREENE ZH
wiE () 11 265,370 (1,194,825)
Fair value loss from financial assets at fair LAATFEFABRD
value through profit or loss CRMEEAFE
&8 11 3,684,410 —
Finance costs B 7% & M 12 187,051 1,582,846
Loss on disposals of property, plant and HEWME BER&
equipment #EE 11 — 2,539
Impairment loss on loans receivable JE W B FROR (B B 1B 201,005,155 16,422,700
Recoveries of loans receivable impaired or 1 (8] B, 3 18 3k 85 /9
written off J& W & X (423,666) (788,279)
Operating profit before working capital LEECEAKE
changes ) 58,204,058 51,156,814
Increase in loans receivable & W SR AE N (57,121,030) (76,652,518)
(Increase)/decrease in prepayments, deposits FERRIE e kHE
and other receivables ity & W 5K I8 (38 hN)
Ve : v, (700,135) 16,465,377
Decrease in bank balances — trust and WITHER — BFFER
segregated accounts B BR PR D 159,149 644,194
(Increase)/decrease in financial assets at fair UNAFEFTAERZD
value through profit or loss CEEEGEM
kA (14,425,780) 23,120,175
Decrease in accounts receivable JE U2 AR FORL — 4,252,258
Decrease in accounts payable FE 1 AR FOR (159,149) (634,474)
Decrease in accruals and other payables FEEt & R & H fth FE T
IR A (766,130) (10,727,996)
Cash (used in)/generated from operations “EB(FTA)/FIBRE (14,809,017) 7,623,830
Hong Kong profits tax paid BEREBFEH (38,416) (14,258,638)
Net cash used in operating activities KEFHMARES FH (14,847,433) (6,634,808)
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Consolidated Statement of Cash Flows #7& IR 5 M E K (continued )
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

2018
—T—)N\F
Note HK$
k=3 BT
CASH FLOWS FROM INVESTING ACTIVITIES #REFHMHIREFE
Bank interest received B R 1T F B 10 2,141 1,275
Other interest received B U E fh F B 10 3,818 957,908
Dividend received B U A% B 10 31,640 —
Purchases of property, plant and equipment BEWME  WE R&E 19 (223,765) (959,704)
Net cash used in investing activities HEFSMARS FH (186,166) (521)
CASH FLOWS FROM FINANCING RETHNHEESRR
ACTIVITIES
Repayment of interest-bearing loans BEFEER — (150,000,000)
Repayment of lease liabilities BEEHERE 28 (5,053,208) —
Interest paid 2R E 28 (187,051) (8,029,424)
Net cash used in financing activities BMEFSMARESFHE (5,240,259) (158,029,424)
NET DECREASE IN CASH AND CASH HeRBEEEFEMRLY
EQUIVALENTS ] (20,273,858) (164,664,753)
CASH AND CASH EQUIVALENTS AT FYVNEERELEED
BEGINNING OF YEAR 37,355,748 202,020,501
CASH AND CASH EQUIVALENTS AT END OF XK ERIRELZEEY
YEAR 17,081,890 37,355,748
ANALYSIS OF BALANCE OF CASH AND HeRBeEEMER
CASH EQUIVALENTS S
Bank and cash balances RITRIBEER 17,081,890 37,355,748

F-EREREBEERAR —FT-NFFH



Notes to the Consolidated Financial Statements

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE
1.

GENERAL INFORMATION

First Credit Finance Group Limited (the “Company”) was incorporated
in the Cayman Islands and duly continued in Bermuda as an exempted
company with limited liability under the laws of Bermuda. The address
of its registered office is Clarendon House, 2 Church Street, Hamilton
HM 11, Bermuda. The address of its principal place of business is
21/F.-22/F., Fung House, 19-20 Connaught Road Central, Hong Kong.
The Company’s shares are listed on GEM of The Stock Exchange of
Hong Kong Limited (“Stock Exchange”). On 24 November 2017, the
Securities and Futures Commission directed the Stock Exchange to
suspend the trading in the shares of the Company. As at the date of
approval of these financial statements, the trading of shares of the
Company remains suspended.

The Company is an investment holding company. The principal
activities of its subsidiaries are set out in note 23 to the consolidated
financial statements.

BASIS OF PREPARATION

These consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”) issued by the Hong Kong Institute of Certified
Public Accountants (the “HKICPA").

Financial Reporting Standards (“HKFRS”); Hong Kong Accounting

HKFRSs comprise Hong Kong

Standards (“HKAS"); and Interpretations. These consolidated financial
statements also comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on GEM of the Stock
Exchange and with the disclosure requirements of the Hong Kong
Companies Ordinance (Cap. 622 of the Laws of Hong Kong).
Significant accounting policies adopted by the Group are disclosed
below.

The HKICPA has issued certain new and revised HKFRSs that are first
effective or available for early adoption for the current accounting
period of the Group. Note 3 provides information on any changes in
accounting policies resulting from initial application of these
developments to the extent that they are relevant to the Group for
in these

the current and prior accounting periods reflected

consolidated financial statements.
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 HEZZT—NF+-_A=+—HILFE

3. ADOPTION OF NEW AND REVISED HONG 3. KMFAIRBEITEENE

KONG FINANCIAL REPORTING STANDARDS

In the current year, the Group has applied, for the first time, the
following new and amendments to HKFRSs issued by the HKICPA
which are mandatory effective for the annual period beginning on or
after 1 January 2019 for the preparation of the Group’s consolidated

financial statements:

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax
Treatments

Amendments to HKFRS 9 Prepayment Features with Negative
Compensation

Amendments to HKAS 19 Plan Amendment, Curtailment or
Settlement

Amendments to HKAS 28 Long-term Interests in Associates and
Joint Ventures

Amendments to HKFRSs Annual Improvements to HKFRSs

2015-2017 Cycle

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

(A)  CHANGES AND IMPACTS ON ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 LEASES

The Group has applied HKFRS 16 for the first time in the
current year. HKFRS 16 superseded HKAS 17 Leases (“HKAS
17"), and the related interpretations.

(@)  Key changes in accounting policies resulting from
application of HKFRS 16

The Group applied the following accounting policies in
accordance with the transition provisions of HKFRS 16.
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Notes to the Consolidated Financial Statements #7 S 84 75 %R 7 MY 3
For the year ended 31 December 2019 %

*

3. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(Cont'd)

(A)  CHANGES AND IMPACTS ON ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 LEASES (Conta)

(@)

Key changes in accounting policies resulting from
application of HKFRS 16 (Cont’d)

Definition of a lease

A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

After the date of initial application, the Group assesses
whether a contract is or contains a lease based on the
definition under HKFRS 16 at inception or modification
date. Such contract will not be reassessed unless the
terms and conditions of the contract are subsequently
changed.

AS a lessee
Right-of-use assets

Except for short-term leases and leases of low value
assets, the Group recognises right-of-use assets at the
commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assets
are measured at cost, less any accumulated depreciation
and losses,

impairment and adjusted for any

remeasurement of lease liabilities.
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Notes to the Consolidated Financial Statements =&

For the year ended 31 December 2019 & =

3. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Cont’d)

(A)  CHANGES AND IMPACTS ON ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 LEASES (Conta)

(@) Key changes in accounting policies resulting from
application of HKFRS 16 (Cont’d)
AS a lessee (Cont'd)
Right-of-use assets (Cont’d)

The cost of right-of-use assets includes:

o the amount of the initial measurement of the lease
liability;

3 any lease payments made at or before the
commencement date, less any lease incentives
received,;

3 any initial direct costs incurred by the Group; and

3 an estimate of costs to be incurred by the Group

in dismantling and removing the underlying assets,
restoring the site on which it is located or
restoring the underlying asset to the condition
required by the terms and conditions of the lease.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term is depreciated from
commencement date of the lease to the end of the
useful life. Otherwise, right-of-use assets are depreciated
on a straight-line basis over the shorter of its estimated
useful life and the lease term.

The Group presents right-of-use assets as a separate line
item on the consolidated statement of financial position.
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Notes to the Consolidated Financial Statements #7 S 84 75 %R 7 MY 3
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

*

3. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS

(Cont’d)

(A)  CHANGES AND IMPACTS ON ACCOUNTING POLICIES OF
APPLICATION ON HKFRS 16 LEASES (Cont’d)

(@)

Key changes in accounting policies resulting from
application of HKFRS 16 (Cont’d)

AS a lessee (Cont’d)

Lease liabilities

At the commencement date of a lease, the Group
recognises and measures the lease liability at the present
value of lease payments that are unpaid at that date. In
calculating the present value of lease payments, the
Group uses the incremental borrowing rate at the lease

commencement date if the interest rate implicit in the
lease is not readily determinable.

The lease payments include:

3 fixed payments (including in-substance fixed

payments) less any lease incentives receivable;

3 variable lease payments that depend on an index or
a rate;

3 amounts expected to be paid under residual value
guarantees;

3 the exercise price of a purchase option reasonably

certain to be exercised by the Group; and

3 payments of penalties for terminating a lease, if the
lease term reflects the Group exercising the option

to terminate.

After the commencement date, lease liabilities are

adjusted by interest accretion and lease payments.
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 HEZZT—NF+-_A=+—HILFE

3. ADOPTION OF NEW AND REVISED HONG 3. Bk%ﬁ%ﬁT&%‘:‘éﬂkTﬁzﬁ Bt %

KONQ FINANCIAL REPORTING STANDARDS Al (&)
(Cont’d)
(A) CHANGES AND IMPACTS ON ACCOUNTING POLICIES OF (A) ﬁ@%%\‘}%ﬁﬂ%#&i?& Bl 551658
APPLICATION ON HKFRS 16 LEASES (Contd) EHSTBENEGRZE(Z)
(@  Key changes in accounting policies resulting from (@ EREEBHEENS
application of HKFRS 16 (Cont’d) 16REHN SR EE
HE)(E)
As a lessee (Cont'd) EREMA (&)
Lease liabilities (Cont’d) HEaE#E)

B A TER - AEEEH
FtEHEER E (I HAEREE A
REEFDEERAER)

The Group remeasures lease liabilities (and makes a
corresponding adjustment to the related right-of-use
assets) whenever:

the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease liabilities is
remeasured by discounting the revised lease
payments using a revised discount rate at the date
of reassessment; and

the lease payments change due to changes in
market rental rates following a market rent review
in which cases the related lease liabilities is
remeasured by discounting the revised lease
payments using the initial discount rate.

Lease modifications

The Group accounts for a lease modification as a
separate lease if:

the modification increases the scope of the lease by
adding the right to use one or more underlying
assets; and

the consideration for the leases increases by an
amount commensurate with the stand-alone price
for the increase in scope and any appropriate
adjustments to that stand-alone price to reflect the
circumstances of the particular contract.
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For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liabilities
based on the lease term of the modified lease by
discounting the revised lease payments using a revised
discount rate at the effective date of the modification.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)
For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

3. ADOPTION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
(Cont’d)

(A)  CHANGES AND IMPACTS ON ACCOUNTING POLICIES OF

APPLICATION ON HKFRS 16 LEASES (Cont'd)

(b)  Impacts of application of HKFRS 16

The following table summaries the impacts of transition
to HKFRS 16 on the consolidated statement of financial
position as of 31 December 2018 to that of 1 January
2019 as follow (increase/(decrease)):

==

3. B#
T

S

5] RAEMERT BRI K

Rl (&

i

(A EREEMBREERE165RE

EHEHRROLD R

TEE)
ERERBM RS ERE
16%% < & &

(b)

TREMBEZERETHRE
A FIEHER =T —N\EF
+=—A=+—RHRE=_T—ANHF
—A—BRZE BRI ER
RECEMCRD))

rE

Consolidated statement of financial position R-F—-hE—H—HHY HK$
as at 1 January 2019: HEMBRAR: &I
Right-of-use assets ERAEEE 7,435,936
Leasehold land under finance leases MEBOTEHE L (1,241,628)
Accruals and other payables FEET & R & H b fE 308 (275,897)
Lease liabilities (non-current) HEBEGERE) 1,416,997
Lease liabilities (current) HEAE(TE) 5,053,208
The following reconciliation explains how the operating LATHEERBAR - —N\F
lease commitments disclosed by applying HKAS 17 as of +ZA=+—HEABBE:
31 December 2018 could be reconciled to the lease ZERI 251755 1% BR /O 48 & FH & &
liabilities on the date of initial application of HKFRS 16 EER-_ZTE-NLF-—A—B&
recognised in the consolidated statement of financial RE M SRR R ERE R E IR
position as at 1 January 2019: JERE B HmE LR L1655
ZHEBBEMNEHERBR
Reconciliation of operating lease commitments EEAERIEE HK$
to lease liabilities: HEEENEER: £

Operating lease commitments as of

RZZE—N\F+=ZA=+—8H

31 December 2018 B A8 TH & AR 6,666,839
Less: Future interest expenses AR RF B X (196,634)
Total lease liabilities as of 1 January 2019 RZZE-—hE—HF—HBH

HEABEEE 6,470,205

The weighted average lessee’s incremental borrowing rate
applied to lease liabilities recognised in the consolidated
statement of financial position as at 1 January 2019 is
5% per annum.
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

ADOPTION OF NEW AND REVISED HONG 3.

KONG FINANCIAL REPORTING STANDARDS
(Cont’d)

(B) NEW AND REVISED HKFRSs IN ISSUE BUT NOT YET
EFFECTIVE

The Group has not early applied new and revised HKFRSs that
have been issued but are not yet effective for the financial year
beginning on 1 January 2019. These new and revised HKFRSs
include the following which may be relevant to the Group.

R REEITEBME
HMEER (&

[ = R P 2 =

(B) EMMERARERZHRELE
BBV HmEER

AEETEREFEANUNTEHEME
RZEB-—NAF-—A-BRBZHK
FERARERZHTREEITEE
MHMEER - ZEH REETE
BB HRE LR SIFAT A L&A
SEEREER -

Effective for accounting periods
beginning on or after
RUTHHSHZERGZ
B AR

HKFRS 17 Insurance Contracts
BEARBRELENE17HRREE L

Amendments to HKFRS 3 Definition of Business

BBV REEREIR BT ARREBZ EH

Amendments to HKFRS 10 and HKAS 28 Sale or Contribution of
Assets between an Investor and its Associate or Joint Venture

BB GG E RIS 105 R E B G ERIE285% 2 BT A
REEHRHEBERNANEGECEZRNEELESEE

Amendments to HKAS 1 and HKAS 8 Definition of Material
BEEGHENEIRRBEBEAHEUNESR ZEITEAERANZ EE
Amendments to HKFRS 9, HKAS 39 and HKFRS 7 Interest Rate
Benchmark Reform
BB EREERIFER B ERFEIN K
BB BREERETR 2T AFNEREERE

The directors of the Company consider that the application of
all new and amendments to HKFRSs and HKASs is unlikely to
have a material impact on the Group’s financial position and
performance as well as disclosure in foreseeable future.

1 January 2021
—2-—%—H—H
Acquisition date on or after
1 January 2020
WERAHE T _TF—H—H
g2 &
A date to be determined

1 January 2020
—T-_TF—-—HF—H
1 January 2020

S

KRAREEZRBEAMA ] LK
EIRBUBREENREL G
ERIAKRATEH A KB R A AL R
) B IR B R IR A R R B K
BAFE-

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #H ZE—

4.

SIGNIFICANT ACCOUNTING POLICIES

These consolidated financial statements have been prepared under the
in the
accounting policies below (e.g. certain financial instruments that are

historical cost convention, unless mentioned otherwise

measured at fair value).

The preparation of financial statements in conformity with HKFRS
requires the use of certain critical accounting estimates. It also
requires management to exercise its judgement in the process of
applying the Group’s accounting policies. The areas involving a higher
degree of judgement or complexity, or areas where assumptions and
estimates are significant to the consolidated financial statements are

disclosed in note 5.

The significant accounting policies applied in the preparation of these
consolidated financial statements are set out below.

(A)  CONSOLIDATION

The consolidated financial statements include the financial
statements of the Company and its subsidiaries made up to 31
December. Subsidiaries are entities over which the Group has
control. The Group controls an entity when it is exposed, or has
rights, to variable returns from its involvement with the entity
and has the ability to affect those returns through its power
over the entity. The Group has power over an entity when the
Group has existing rights that give it the current ability to direct
the relevant activities, i.e. activities that significantly affect the
entity’s returns.

When assessing control, the Group considers its potential voting
rights as well as potential voting rights held by other parties. A
potential voting right is considered only if the holder has the
practical ability to exercise that right.

Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are de-consolidated from the
date the control ceases.
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Notes to the Consolidated Financial Statements =&
For the year ended 31 December 2019 #HZE—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(A)

CONSOLIDATION (Cont‘a)

The gain or loss on the disposal of a subsidiary that results in a
loss of control represents the difference between (i) the fair
value of the consideration of the sale plus the fair value of any
investment retained in that subsidiary and (ii) the Company’s
share of the net assets of that subsidiary plus any remaining
goodwill and any accumulated foreign currency translation
reserve relating to that subsidiary.

Intragroup transactions, balances and unrealised profits are
eliminated. Unrealised losses are also eliminated unless the
transaction provides evidence of an impairment of the asset
transferred. Accounting policies of subsidiaries have been
changed where necessary to ensure consistency with the policies
adopted by the Group.

Non-controlling interests represent the equity in subsidiaries not
attributable,
controlling interests are presented in the consolidated statement

directly or indirectly, to the Company. Non-

of financial position and consolidated statement of changes in
equity within equity. Non-controlling interests are presented in
the consolidated statement of profit or loss and consolidated
statement of profit or loss and other comprehensive income as
an allocation of profit or loss and total comprehensive income
for the year between the non-controlling shareholders and
owners of the Company.

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

Changes in the Company’s ownership interest in a subsidiary
that do not result in a loss of control are accounted for as
equity transactions (i.e.
capacity as owners). The carrying amounts of the controlling

transactions with owners in their
and non-controlling interests are adjusted to reflect the changes
in their relative interests in the subsidiary. Any difference
between the amount by which the non-controlling interests are
adjusted and the fair value of the consideration paid or received
is recognised directly in equity and attributed to the owners of
the Company.

In the Company’s statement of financial position, the
investments in subsidiaries are stated at cost less impairment
loss, unless the investment is classified as held for sale (or
included in a disposal group that is classified as held for sale).

ﬁ% &?EBH mf (continued &)
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(B) BUSINESS COMBINATION AND GOODWILL

The acquisition method is used to account for the acquisition of
a subsidiary in a business combination. The consideration
transferred in a business combination is measured at the
acquisition-date fair value of the assets given,
instruments issued, liabilities incurred and any contingent
consideration. Acquisition-related costs are recognised as
expenses in the periods in which the costs are incurred and the
services are received. Identifiable assets and liabilities of the
subsidiary in the acquisition are measured at their acquisition-

date fair values.

The excess of the sum of the consideration transferred over the
Group’s share of the net fair value of the subsidiary’s
identifiable assets and liabilities is recorded as goodwill. Any
excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the sum of the
consideration transferred is recognised in consolidated profit or
loss as a gain on bargain purchase which is attributed to the

Group.

In a business combination achieved in stages, the previously
held equity interest in the subsidiary is remeasured at its
acquisition-date fair value and the resulting gain or loss is
recognised in consolidated profit or loss. The fair value is added
to the sum of the consideration transferred in a business

combination to calculate the goodwill.

The non-controlling interests in the subsidiary are
measured at the non-controlling shareholders’ proportionate
share of the net fair value of the subsidiary’s identifiable assets

and liabilities at the acquisition date.

After initial recognition, goodwill is measured at cost less
accumulated impairment losses. For the purpose of impairment
testing, goodwill acquired in a business combination is allocated
to each of the cash-generating units (“CGUs”) or groups of
CGUs that is expected to benefit from the synergies of the
combination. Each unit or group of units to which the goodwill
is allocated represents the lowest level within the Group at
which the goodwill is monitored for internal management
purposes. Goodwill impairment reviews are undertaken annually,
or more frequently if events or changes in circumstances
indicate a potential impairment. The carrying value of the CGU
containing the goodwill is compared to its recoverable amount,
which is the higher of value in use and the fair value less costs
of disposal. Any impairment is recognised immediately as an

expense and is not subsequently reversed.
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(C)

PROPERTY, PLANT AND EQUIPMENT
Property, plant and equipment, including buildings and
leasehold land (classified as finance leases), held for use in the
supply of services, or for administrative purposes, are stated in
the consolidated statement of financial position at cost, less
subsequent accumulated depreciation and subsequent

accumulated impairment losses, if any.

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

incurred.

Depreciation of property, plant and equipment is calculated at
rates sufficient to write off their cost less their residual values
over the estimated useful lives on a straight-line basis. The
principal annual rates are as follows:

Leasehold land under finance leases Over the lease terms

Buildings 10%
Leasehold improvements 50%
Furniture and fixture 50%
Office equipment 50%
Computer 50%
Motor Vehicle 25%

The residual values, useful lives and depreciation method are
reviewed and adjusted, if appropriate, at the end of each
reporting period.

The gain or loss on disposal of property, plant and equipment is
the difference between the net sales proceeds and the carrying
amount of the relevant asset, and is recognised in profit or
loss.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(D)

LEASES

Under HKAS 17 (prior to 1 January 2019)

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

Rental income from operating leases is recognised in other
income on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging
an operating lease are added to the carrying amount of the
leased asset.

The Group as lessee

Assets held under finance leases are initially recognised as assets
of the Group at their fair value at the inception of the lease or,
if lower, at the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
combined statements of financial position as obligations under
finance leases. Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as to achieve
a constant rate of interest on the remaining balance of the
liability. Finance expenses are recognised immediately in profit

or loss.

Operating lease payments are recognised as an expense on a
straight-line basis over the lease term.

In the event that lease incentives are received to enter into
operating leases, such incentives are recognised as a liability.
The aggregate benefit of incentives is recognised as a reduction
of rental expense on a straight-line basis.
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

LEASES (Cont’d)

Upon the adoption of HKFRS 16 on 1 January 2019

Definition of a lease

A contract is, or contains, a lease if the contract conveys the
right to control the use of an identified asset for a period of
time in exchange for consideration.

For contracts entered into or modified on or after the date of
initial application, the Group assesses whether a contract is or
contains a lease based on the definition under HKFRS 16 at
inception or modification date. Such contract will not be
reassessed unless the terms and conditions of the contract are
subsequently changed.

As a lessee
Short-term leases

The Group applies the short-term lease recognition exemption
to leases of leasehold properties that have a lease term of 12
months or less from the commencement date and do not
contain a purchase option.

Lease payments on short-term leases are recognised as expense
on a straight-line basis over the lease term.

Right-of-use assets

Except for short-term leases, the Group recognises right-of-use
assets at the commencement date of the lease (i.e. the date the
underlying asset is available for use). Right-of-use assets are
measured at cost, less any accumulated depreciation and
impairment losses, and adjusted for any remeasurement of lease
liabilities.

The cost of right-of-use asset includes:

o the amount of the initial measurement of the lease
liability;
o any lease payments made at or before the commencement

date, less any lease incentives received; and

3 any initial direct costs incurred by the Group.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(D)

LEASES (Cont’d)

Upon the adoption of HKFRS 16 on 1 January 2019
(Cont’d)

As a lessee (Cont’d)
Right-of-use assets (Cont’d)

Right-of-use assets in which the Group is reasonably certain to
obtain ownership of the underlying leased assets at the end of
the lease term is depreciated from commencement date to the
end of the useful life. Otherwise, right-of-use assets are
depreciated on a straight-line basis over the shorter of its
estimated useful life and the lease term.

The Group presents right-of-use assets that do not meet the
definition of investment property in “property, plant and
equipment”, the same line item as that with which the
corresponding underlying assets would be presented if they
were owned. Right-of-use assets that meet the definition of
investment property are presented within “investment

properties”.
Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS 9
and initially measured at fair value. Adjustments to fair value at
initial recognition are considered as additional lease payments
and included in the cost of right-of-use assets.

Taxation

For the purposes of measuring deferred tax for leasing
transactions in which the Group recognises the right-of-use
assets and the related lease liabilities, the Group first
determines whether the tax deductions are attributable to the
right-of-use assets or the lease liabilities.

For leasing transactions in which the tax deductions are
attributable to the lease liabilities, the Group applies HKAS 12
Income Taxes requirements to right-of-use assets and lease
liabilities separately. Temporary differences relating to right-of-
use assets and lease liabilities are not recognised at initial
recognition and over the lease terms due to application of the
initial recognition exemption.
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Notes to the Consolidated Financial Statements #7=5
For the year ended 31 December 2019 & Z=—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(D)

LEASES (Cont’a)

Lease liabilities

At the commencement date of a lease, the Group recognises
and measures the lease liability at the present value of lease
payments that are unpaid at that date. In calculating the

present value of lease payments, the Group uses the
incremental borrowing rate at the lease commencement date if

the interest rate implicit in the lease is not readily determinable.

The lease payments include fixed lease payments (including in-
substance fixed payments).

The lease liability is presented as a separate line in the
combined statements of financial position.

The lease liability is subsequently measured by increasing the
carrying amount to reflect interest on the lease liability (using
the effective interest method) and by reducing the carrying
amount to reflect the lease payments made.

The Group remeasures the lease liability (and makes a
corresponding adjustment to the related right-of-use asset)

whenever:

3 the lease term has changed or there is a change in the

assessment of exercise of a purchase option, in which
case the lease liability is remeasured by discounting the
revised lease payments using a revised discount rate at

the date of reassessment;

3 the lease payments change due to changes in expected
payment under a guaranteed residual value, in which

cases the related lease liability is remeasured by

discounting the revised lease payments using the initial
discount rate.

INTANGIBLE ASSETS — TRADING RIGHT

Trading right with indefinite useful

separately is carried at cost less any impairment losses.

life that is acquired

Impairment is reviewed annually or when there is any indication

that the trading right has suffered an impairment loss.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(F)  RECOGNITION AND DERECOGNITION OF FINANCIAL

INSTRUMENTS

Financial assets and financial liabilities are recognised in the
consolidated statement of financial position when the Group
becomes a party to the contractual provisions of the

instruments.

Financial assets and financial liabilities are initially measured at
fair value. Transaction costs that are directly attributable to the
acquisition or issue of financial assets and financial liabilities
(other than financial assets and financial liabilities at fair value
through profit or loss (“FVTPL")) 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 FVTPL are recognised immediately in profit or loss.

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire, or
when it transfers the financial asset and substantially all the
risks and rewards of ownership of the asset to another entity. If
the Group neither transfers nor retains substantially all the risks
and rewards of ownership and continues to control the
transferred asset, the Group recognises its retained interest in
the asset and an associated liability for amounts it may have to
pay. If the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also recognises a

collateralised borrowing for the proceeds received.

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, including any non-cash assets transferred or liabilities

assumed, is recognised in profit or loss.
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Notes to the Consolidated Financial Statements #7 S 87 75 3R 72 MY 5T (continued #)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

4. FTEETHEE)

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont'd)

(G)  FINANCIAL ASSETS

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 marketplace. All recognised
financial assets are measured subsequently in their entirety at
either amortised cost or fair value, depending on the

classification of the financial assets.

Debt investments

Debt investments held by the Group are classified into one of

the following measurement categories:

— amortised cost, if the investment is held for the collection
of contractual cash flows which represent solely payments
of principal and interest. Interest income from the
investment is calculated using the effective interest

method.

— Fair value through other comprehensive
("FVTOCI") — recycling, if the contractual cash flows of
the investment comprise solely payments of principal and
interest and the investment is held within a business
model whose objective is achieved by both the collection
of contractual cash flows and sale. Changes in fair value
are recognised in other comprehensive income, except for
the recognition in profit or loss of expected credit losses,
interest income (calculated using the effective interest
method) and foreign exchange gains and losses. When
the investment is derecognised, the amount accumulated
in other comprehensive income is recycled from equity to

profit or loss.

— FVTPL if the investment does not meet the criteria for
being measured at amortised cost or FVTOCI (recycling).
Changes in the fair value of the investment (including

interest) are recognised in profit or loss.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #H ZE—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

G)

FINANCIAL ASSETS (Cont‘d)
Equity investments

An investment in equity securities is classified as FVTPL unless
the equity investment is not held for trading purposes and on
initial recognition of the investment the Group makes an
election to designate the investment at FVTOCI (non-recycling)
such that subsequent changes in fair value are recognised in
other comprehensive income. Such elections are made on an
instrument-by-instrument basis, but may only be made if the
investment meets the definition of equity from the issuer’s
perspective. Where such an election is made, the amount
accumulated in other comprehensive income remains in the fair
value reserve (non-recycling) until the investment is disposed of.
At the time of disposal, the amount accumulated in the fair
value reserve (non-recycling) is transferred to retained earnings.
It is not recycled through profit or loss. Dividends from an
investment in equity securities, irrespective of whether classified
as at FVTPL or FVTOCI, are recognised in profit or loss as other

income.

ACCOUNTS RECEIVABLE
A receivable is recognised when the Group has an
unconditional right to receive consideration. A right to receive
consideration is unconditional if only the passage of time is
required before payment of that consideration is due. If revenue
has been recognised before the Group has an unconditional

right to receive consideration, the amount is presented as a
contract asset.

Receivables are stated at amortised cost using the effective
interest method less allowance for credit losses.

CASH AND CASH EQUIVALENTS

For the purpose of the statement of cash flows, cash and cash
equivalents represent cash at bank and on hand, demand
deposits with banks and other financial institutions, and short-
term highly liquid investments which are readily convertible into
known amounts of cash and subject to an insignificant risk of
change in value, having been within three months of maturity
at acquisition. Cash and cash equivalents are assessed for ECL.

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

4. FEEFTHEE)

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

() FINANCIAL LIABILITIES AND EQUITY INSTRUMENTS

Financial liabilities and equity instruments are classified
according to the substance of the contractual arrangements
entered into and the definitions of a financial liability and an
equity instrument under HKFRSs. An equity instrument is any
contract that evidences a residual interest in the assets of the
Group after deducting all of its liabilities. The accounting
policies adopted for specific financial liabilities and equity

instruments are set out below.

(K)  ACCOUNTS AND OTHER PAYABLES

Accounts and other payables are recognised initially at their fair
values and subsequently measured at amortised cost using the
effective interest method unless the effect of discounting would

be immaterial, in which case they are stated at cost.

(L)  EQUITY INSTRUMENTS

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

(M) REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable and is recognised when it is probable
that the economic benefits will flow to the Group and the

amount of revenue can be measured reliably.

Interest income is recognised as it accrues using the effective
interest method. For financial assets measured at amortised cost
that are not credit-impaired, the effective interest rate is applied
to the gross carrying amount of the asset. For credit impaired
financial assets, the effective interest rate is applied to the
amortised cost (i.e. gross carrying amount net of loss allowance)

of the asset.

Commission income from securities brokerage services is
recognised on the date of transaction when the relevant

services are rendered.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

(N)

EMPLOYEE BENEFITS

(i)

(iif)

Employee leave entitlements

Employee entitlements to annual leave and long service
leave are recognised when they accrue to employees. A
provision is made for the estimated liability for annual
leave and long service leave as a result of services
rendered by employees up to the end of the reporting
period.

Employee entitlements to sick leave and maternity leave
are not recognised until the time of leave.

Pension obligations
The Group operates a defined contribution Mandatory

("MPF Scheme”)
under the Hong Kong Mandatory Provident Fund

Provident Fund retirement scheme
Schemes Ordinance for those employees who are eligible
to participate in the MPF Scheme.

The Group contributes to defined contribution retirement
schemes which are available to all employees.
Contributions to the schemes by the Group and
employees are calculated as a percentage of employees’
basic salaries. The retirement benefit scheme cost charged
to profit or loss represents contributions payable by the

Group to the funds.

The Group’s employer contributions vest fully with the
into the MPF Scheme,
except for the Group’s employer voluntary contributions,

employees when contributed

which are refunded to the Group when the employee
leaves employment prior to the contributions vesting
fully, in accordance with the rules of the MPF Scheme.

Termination benefits

Termination benefits are recognised at the earlier of the
dates when the Group can no longer withdraw the offer
of those benefits and when the Group recognises
restructuring costs and involves the payment of

termination benefits.
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Notes to the Consolidated Financial Statements =&
For the year ended 31 December 2019 #HZE—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(0)

SHARE-BASED PAYMENTS

Equity-settled share-based payments are measured at the fair
value (excluding the effect of non-market based vesting
conditions) of the equity instruments at the date of grant. The
fair value determined at the grant date of the equity-settled
share-based payments is expensed on a straight-line basis over
the vesting period, based on the Group’s estimate of shares
that will eventually vest and adjusted for the effect of non-
market based vesting conditions.

TAXATION

Income tax represents the sum of the current tax and deferred
tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from profit recognised in profit or loss
because of items of income or expense that are taxable or
deductible in other years and items that are never taxable or
deductible. The Group’s liability for current tax is calculated
using tax rates that have been enacted or substantively enacted
by the end of the reporting period.

Deferred tax is recognised on differences between the carrying
amounts of assets and liabilities in the consolidated financial
statements and the corresponding tax bases used in the

computation of taxable profit. Deferred tax liabilities are
generally recognised for all taxable temporary differences and
deferred tax assets are recognised to the extent that it is
probable that taxable profits will be available against which
deductible temporary differences, unused tax losses or unused
tax credits can be utilised. Such assets and liabilities are not
recognised if the temporary difference arises from goodwill or
(other than

combination) of other assets and liabilities in a transaction that

from the initial recognition in a business

affects neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary
differences arising on investments in subsidiaries, except where
the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will
not reverse in the foreseeable future.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #H ZE—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(P)

TAXATION (Cont’a)

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

Deferred tax is calculated at the tax rates that are expected to
apply in the period when the liability is settled or the asset is
realised, based on tax rates that have been enacted or
substantively enacted by the end of the reporting period.
Deferred tax is recognised in profit or loss, except when it
relates to items recognised in other comprehensive income or
directly in equity, in which case the deferred tax is also
recognised in other comprehensive income or directly in equity.

The measurement of deferred tax assets and liabilities reflects
the tax consequences that would follow from the manner in
which the Group expects, at the end of the reporting period, to
recover or settle the carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a
legally enforceable right to set off current tax assets against
current tax liabilities and when they relate to income taxes
levied by the same taxation authority and the Group intends to
settle its current tax assets and liabilities on a net basis.

RELATED PARTIES

A related party is a person or entity that is related to the
Group.

(A) 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

(iii)  is a member of the key management personnel of
the Group.
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Notes to the Consolidated Financial Statements #7=5

For the year ended 31 December 2019 & Z=—

4. SIGNIFICANT ACCOUNTING POLICIES

(Cont’d)

Q

RELATED PARTIES (Cont‘d)

(B)  An entity is related to the Group (reporting entity) if any

of the following conditions applies:

(i)

(if)

(iii)

(iv)

(vi)

(vii)

(viii)

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

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).

Both entities are joint ventures of the same third
party.

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

The entity is a post-employment benefit plan for the
benefit of employees of either the Group or an
entity related to the Group. If the Group is itself
such a plan, the sponsoring employers are also
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.

The entity, or any member of the Group of which
it is a part, provides key management personnel
services to the reporting entity or to the parent of
the reporting entity.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(R)

IMPAIRMENT OF NON-FINANCIAL ASSETS

Intangible assets that have an indefinite useful life or that are
not yet available for use are reviewed for impairment annually
and whenever events or changes in circumstances indicate the

carrying amount may not be recoverable.

The carrying amounts of other non-financial assets are reviewed
at each reporting date for indications of impairment and where
an asset is impaired, it is written down as an expense through
the consolidated statement of profit or loss to its estimated
recoverable amount. The recoverable amount is determined for
an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other assets
or groups of assets. If this is the case, recoverable amount is
determined for the cash-generating unit to which the asset
belongs. Recoverable amount is the higher of value in use and
the fair value less costs of disposal of the individual asset or the
cash-generating unit.

Value in use is the present value of the estimated future cash
flows of the asset/cash-generating unit. Present values are
computed using pre-tax discount rates that reflect the time
value of money and the risks specific to the asset/cash-

generating unit whose impairment is being measured.

Impairment losses for cash-generating units are allocated first
against the goodwill of the unit and then pro rata amongst the
other assets of the cash-generating unit. Subsequent increases
in the recoverable amount caused by changes in estimates are
credited to profit or loss to the extent that they reverse the
impairment.
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(S)

IMPAIRMENT OF FINANCIAL ASSETS

The Group recognises a loss allowance for expected credit
losses on loans receivable and accounts receivable. The amount
of expected credit losses is updated at each reporting date to
reflect changes in credit risk since initial recognition of the

respective financial instrument.

The Group always recognises lifetime ECL for accounts
receivable. The expected credit losses on these financial assets
are estimated using a provision matrix 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 as well as the forecast direction
of conditions at the reporting date, including time value of
money where appropriate.

For loans receivable, the Group recognises lifetime ECL when
there has been a significant increase in credit risk since initial
if the credit risk on the financial

recognition. However,

instrument has not increased significantly since initial
recognition, the Group measures the loss allowance for that

financial instrument at an amount equal to 12-month ECL.

Lifetime ECL represents the expected credit losses that will result
from all possible default events over the expected life of a
financial instrument. In contrast, 12-month ECL represents the
portion of lifetime ECL that is expected to result from default
events on a financial instrument that are possible within 12
months after the reporting date.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

4. FEEFTHEE)

For the year ended 31 December 2019 #H ZE—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(S)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)
Significant increase in credit risk

In assessing whether the credit risk on loans receivable has

increased significantly since initial recognition, the Group
compares the risk of a default occurring on the financial
instrument at the reporting date with the risk of a default
occurring on the financial instrument 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.

future prospects of the industries in which the Group’s debtors

Forward-looking information considered includes the

operate, obtained from economic expert reports, financial

analysts, governmental bodies, relevant think-tanks and other
similar organisations, as well as consideration of various external
sources of actual and forecast economic information that relate

to the Group’s core operations.

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

since initial recognition:

— 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 for a particular financial instrument;

— 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;
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Notes to the Consolidated Financial Statements #7 S 87 75 3R 72 MY 5T (continued #)
For the year ended 31 December 2019 HEZZT—NF+-_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4. TEGTHEER(E)

(Cont’d)
(S)  IMPAIRMENT OF FINANCIAL ASSETS (Cont'd) S) MEERERE)
Significant increase in credit risk (Cont'd) FERKBEZE EFH (&)

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

— significant increases in credit risk on other financial
instruments of the same 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.

Irrespective of the outcome of the above assessment, the Group
presumes that the credit risk on a financial asset 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.

Despite the foregoing, the Group assumes that the credit risk
on a financial instrument has not increased significantly since
initial recognition if the financial instrument is determined to
have low credit risk at the reporting date. A financial

instrument is determined to have low credit risk if:

(i) The financial instrument has a low risk of default,

(i) The debtor has a strong capacity to meet its contractual
cash flow obligations in the near term, and

(iii)  Adverse changes in economic and business conditions in
the longer term may, but will not necessarily, reduce the
ability of the borrower to fulfil its contractual cash flow
obligations.

The Group considers a financial asset to have low credit risk
when the asset has external credit rating of “investment grade”
in accordance with the globally understood definition or if an
external rating is not available, the asset has an internal rating
of “performing”. Performing means that the counterparty has a

strong financial position and there is no past due amounts.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(S)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)
Significant increase in credit risk (Cont’d)

For financial guarantee contracts, the date that the Group
becomes a party to the irrevocable commitment is considered to
be the date of initial recognition for the purposes of assessing
the financial instrument for impairment. In assessing whether
there has been a significant increase in the credit risk since
initial recognition of a financial guarantee contracts, the Group
considers the changes in the risk that the specified debtor will
default on the contract.

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

The Group considers the following as constituting an event of

default for internal credit risk management purposes as
historical experience indicates that receivables that meet either

of the following criteria are generally not recoverable.

— when there is a breach of financial covenants by the
counterparty; or

— 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 analysis, 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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Notes to the Consolidated Financial Statements =&
For the year ended 31 December 2019 & Z=—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(S)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)
Credit-impaired financial assets

A financial asset is credit-impaired when one or more events
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:

issuer or the

— significant financial difficulty of the

counterparty;
— a breach of contract, such as a default or past due event;

— the lender(s) of the counterparty, for economic or
contractual reasons relating to the counterparty’s financial
difficulty,
concession(s) that the lender(s) would not otherwise

having granted to the counterparty a
consider;

— it is becoming probable that the counterparty will enter
bankruptcy or other financial reorganization; or

—  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 debtor is in severe financial difficulty and
there is no realistic prospect of recovery, including when the
debtor has been placed under liquidation or has entered into
bankruptcy proceedings, or in the case of loans receivable when
the amounts are over two years past due, 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. Any

recoveries made are recognised in profit or loss.
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4. FEEFTHEE)
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #H ZE—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(S)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)
Measurement and recognition of ECL

The measurement of expected credit losses 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 as described above. As for the exposure at default,
for financial assets, this is represented by the assets’ gross
carrying amount at the reporting date; for financial guarantee
contracts, the exposure includes the amount drawn down as at
the reporting date, together with any additional amounts
expected to be drawn down in the future by default date
determined based on historical trend, the Group’'s
understanding of the specific future financing needs of the

debtors, and other relevant forward-looking information.

For financial assets, the expected credit loss is estimated as the
difference between all contractual cash flows that are due to
the Group in accordance with the contract and all the cash
flows that the Group expects to receive, discounted at the
original effective interest rate.

For a financial guarantee contract, as the Group is required to
make payments only in the event of a default by the debtor in
accordance with the terms of the instrument that is guaranteed,
the expected loss allowance is the expected payments to
reimburse the holder for a credit loss that it incurs less any
amounts that the Group expects to receive from the holder, the
debtor or any other party.

If the Group has measured the loss allowance for a financial
instrument at an amount equal to lifetime ECL in the previous
reporting period, but determines at the current reporting date
that the conditions for lifetime ECL are no longer met, the
Group measures the loss allowance at an amount equal to
12-month ECL at the current reporting date, except for assets
for which simplified approach was used.
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Notes to the Consolidated Financial Statements #7=5
For the year ended 31 December 2019 & Z=—

4. SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(S)

IMPAIRMENT OF FINANCIAL ASSETS (Cont’d)
Measurement and recognition of ECL (Cont’d)

The Group recognises an impairment gain or loss in profit or

loss for all financial instruments with a corresponding
adjustment to their carrying amount through a loss allowance
account, except for investments in debt instruments that are
measured at FVTOCI, for which the loss allowance is recognised
in other comprehensive income and accumulated in the

investment revaluation reserve, and does not reduce the
carrying amount of the financial asset in the statement of

financial position.
PROVISIONS AND CONTINGENT LIABILITIES

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

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

contingent liabilities unless the probability of outflow is remote.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Cont’d)

(U)  EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period that provide additional
information about the Group’s position at the end of the
reporting period are adjusting events and are reflected in the
consolidated financial statements. Events after the reporting
period that are not adjusting events are disclosed in the notes
to the consolidated financial statements when material.

CRITICAL JUDGEMENTS AND KEY
ESTIMATES

CRITICAL JUDGEMENTS IN APPLYING ACCOUNTING POLICIES

In the process of applying the accounting policies, the directors have
made the following judgements that have the most significant effect
on the amounts recognised in the consolidated financial statements
(apart from those involving estimations, which are dealt with below).

(@)  Significant increase in credit risk

As explained in note 4, ECL is measured as an allowance equal
to 12-month ECL for stage 1 assets, or lifetime ECL for stage 2
or stage 3 assets. An asset moves to stage 2 when its credit
risk has increased significantly since initial recognition. HKFRS 9
does not define what constitutes a significant increase in credit
risk. In assessing whether the credit risk of an asset has
significantly increased the Group takes into account qualitative
and quantitative reasonable and supportable forward looking

information.

KEY SOURCES OF ESTIMATION UNCERTAINTY

The key assumptions concerning the future, and other key sources of
estimation uncertainty at the end of the reporting period, that have a
significant risk of causing a material adjustment to the carrying
amounts of assets and liabilities within the next financial year, are
discussed below.
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Notes to the Consolidated Financial Statements =&
For the year ended 31 December 2019 & =

CRITICAL JUDGEMENTS AND KEY
ESTIMATES (Cont'd)

KEY SOURCES OF ESTIMATION UNCERTAINTY (Cont'a)

(@)

Impairment allowance for loans receivable

The management of the Group estimates the amount of
impairment loss for ECL on loans receivable based on the credit
risk of loans receivable. The amount of the impairment loss
based on ECL model is measured as the difference between all
contractual cash flows that are due to the Group in accordance
with the contract and all the cash flows that the Group expects
to receive, discounted at the effective interest rate determined
at initial recognition. Where the future cash flows are less than
expected, or being revised downward due to changes in facts
and circumstances, a material impairment loss may arise.

As at 31 December 2019, the impairment allowance for loans
receivable amounted to HK$216,846,703 (2018:
HK$19,065,245).

FINANCIAL RISK MANAGEMENT

The Group's activities expose it to a variety of financial risks: price risk,

credit risk, liquidity risk and interest rate risk. The Group’s overall risk

management programme focuses on the unpredictability of financial

markets and seeks to minimise potential adverse effects on the

Group's financial performance.

(A)

PRICE RISK

The Group is exposed to equity price risk mainly through its
investment in listed equity securities which are classified as
financial assets at FVTPL. The management manages this
exposure by maintaining a portfolio of investments with
different risk and return profiles. The Group’s equity price risk is
mainly concentrated on equity securities quoted on the Stock
Exchange.

The sensitivity analyses below have been determined based on
the exposure to equity price risk at the end of the reporting
period.

If equity prices had been 10% higher/lower (2018: N/A), loss
after tax for the year would decrease/increase by approximately
HK$1.05 million (2018: N/A). This is mainly due to the changes
in fair value of held-for-trading investments.
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )

For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

6.

FINANCIAL RISK MANAGEMENT (Cont‘d)

(B)

CREDIT RISK

Credit risk is the risk of loss due to the

unwillingness of a counterparty to meet its contractual

inability or

obligations. The carrying amounts of the bank and cash
balances, loans and interests receivable, deposits and other
receivables, included in the consolidated statement of financial
position represent the Group’s maximum exposure to credit risk
in relation to the Group’s financial assets, before taking into
account of collateral it holds. Exposure to such credit risk arises

primarily from its financing activities to customers.

The Group’s credit policy specifies the credit approval, review
and monitoring processes. All new customers of the Group are
subject to account opening procedures which include financial
background checks for credit verification purpose. Credit limit
applications are guided by a set of credit principles and these
applications are subject to regular independent review. The
board of directors of the Company are responsible to ensure the
credit policies and operation manual are appropriate to the
market needs and the Group’s loans department ensures the
credit approval, review and monitoring processes as stipulated in
the operation manual are properly followed by the operation
staff.

The Group also adopts a “two eyes” process requiring credit
approval at successively higher levels or committees depending
on, among other things, the size and nature of the proposed

transactions.

The credit quality classification of gross loans receivable (before
impairment allowance) using the Group's credit rating system is
set out in the table below:
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HK$
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Performing B #) 832,728,261 929,760,312
Doubtful R & 180,280,145 29,735,802
Loss &1 1,894,286 1,085,579
1,014,902,692 960,581,693
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

FINANCIAL RISK MANAGEMENT (Cont‘d)

(B)

CREDIT RISK (Cont’d)

The Group considers all loans receivable (except for unsecured
loans with small loan amount) as doubtful if, on an individual
assessment by way of discounted cash flow, the repayment of
principal and/or interest has been overdue and may not be
recoverable and the fair value of the collateral, in case of
secured loans, may not be able to fully settle the amount of the
outstanding principal and/or interest. Such loans receivable
would be considered as loss immediately if the collection of the
principal and/or interest in full is improbable. For unsecured
loans with small loan amount, the Group considers the loans
receivable as loss immediately if the repayment of principal and/
or interest has been overdue and the collection of the principal
and/or interest in full is improbable.

Based on the above individual assessment, the loans department
of the Group proposes to the management of the Company the
amount of impairment provision to be made at least on a
monthly basis. The Group also performs collective assessment of
the loans receivable by grouping together all its loans receivable
with similar credit risk characteristics. The impairment provision
is made based on the historical impairment rates of loans
receivable with similar credit risk characteristics.

6. THEAREEE)

(B)

EERR (&)

i LI RIS M @ BIFEE 7% -
RSB R E AL E H R AT AR
Reglem  mBAEFRERM S - &
Ao A FEIREBEEHRE
BASR/IFE - AEBSEFE
&Y B R (/N R 2 B A R
ERERIN BRER - 10N A B2 B Bk
BAS Rk, HHE - HEEKERL
AR REE - NEERE A EE A
EXME A2k, LFEEKRE
fal BTA B BREAE Kk,
EZHE  AEEETARERERS
B

AR LB FE - AEBRERHE
L EBARARANEEREEREZRIEL
MEBRENSHE AEETEBEES
AEERRSHEUNERER
ETRME RSB - RERET
E N EE AR R BUR A & U E 5
KB EFEE OB ER = e

F-EREREBEERAR —FT-NFFH



>

Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
E-NFEF-A=+—BIEE

FINANCIAL RISK MANAGEMENT (Cont‘d)

For the year ended 31 December 2019 #H ZE—

6.
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(B)

CREDIT RISK (Cont’d)

6. TEEAREE(Z

An analysis of changes in the gross amount of loans and

advances and receivables is as follows:

Gross loans and advances and receivables £k % 5 2 50 F& Iy X 16 40 38

(B)

EE R

(%)

BEREBRMERZIBREBENE
DT ¢

At 1 January 2018 —-\&—R—H 850,806,468 25,505,533 1,756,878 878,068,879
New loans/financing originated BRRNMER/BE 715,402,611 — — 715,402,611
Loans/financing derecognised or repaid during FABEERXEEEER/

the year (other than write-offs) BE (M) (621,321,879) (21,972,932) (322,808) (643,617,619)
Transfer to 12-month ECL (Stage 1) BREZNEAAESNEERR

(B1RER) — — — —

Transfer to lifetime ECL not credit impaired ~ ERZFEEREN 2 HEH

(Stage 2) FEEE(F2RE) (81,852,932) 81,852,932 = =
Transfer to lifetime ECL credit impaired BRZCEAENZHES

(Stage 3) FEER(E3%R) (28,816,867) (3,532,601) 32,349,468 —
Total transfer between stages EERzEMER AR (110,669,799) 78,320,331 32,349,468 —
Write-offs A — — (3,208,171) (3,208,171)
At 31 December 2018 and T-\F+=-A=t+—H

1 January 2019 —-n&E—R—-H 834,217,401 81,852,932 30,575,367 946,645,700
New loans/financing originated BERRMIMER/BE 426,098,727 — — 426,098,727
Loans/financing derecognised or repaid during FABUEERXEEEER/

the year (other than write-offs) AE (M) (320,119,856) (79,949,313) (3,526,251) (403,595,420)
Transfer to 12-month ECL (Stage 1) BRENAAEHEERE

(1R R) — — — —

Transfer to lifetime ECL not credit impaired ~ EAZFEEERENZHEY

(Stage 2) FEBR(FHER) (567,501,443) 567,501,443 — —
Transfer to lifetime ECL credit impaired BREZEERENDHES

(Stage 3) FEER (E3KR) (153,336,939) (151,271) 153,488,210 -
Total transfer between stages EEHRzAMER AR (720,838,382) 567,350,172 153,488,210 -
Write-offs M — — (2,910,253) (2,910,253)
At 31 December 2019 -h&+-F=+—-H 219,357,890 569,253,791 177,627,073 966,238,754
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

6. FINANCIAL RISK MANAGEMENT (Cont’d) 6. TRIEAMRERE(Z)
(B)  CREDIT RISK (Cont’d) (B) EERRE)
An analysis of changes in the corresponding ECL allowances is HEHREERERENEH DN
as follows: I

ECL allowance EHEEEE
Restated balance at 1 January 2018 R=-ZF—N\F—H—H
ERIlEg 4,739,142 12,718 1,456,014 6,207,874
New loans/financing originated EEENFTER BE 1,810,625 — — 1,810,625
Loans/financing derecognised or FREUEER K
repaid during the year (other than B EEER FE
write-offs) (Ht S5 B 51 ) (1,444,329) (312,771) (302,832) (2,059,932)
Transfer to 12-month ECL (Stage 1) ###& =121 A 1813
BEEEER(B1BR) — = = —
Transfer to lifetime ECL not credit HEEEIEEERMEN
impaired (Stage 2) 2HEHEEEE
(5520 ) (1,692,292) 1,692,292 — —
Transfer to lifetime ECL credit HEZEERESN
impaired (Stage 3) 2HEHEEER
(30 R) (3,753,473) (12,718) 3,766,191 —
Total transfer between stages BEERHEeER R (5,445,765) 1,679,574 3,766,191 —
Movements due to changes in credit 1= & &k & &) 3| &
risk k=) 8,036,121 5,307,070 1,038,624 14,381,815
Write-offs i 8 = = (1,275,137) (1,275,137)
At 31 December 2018 and RZZ—N\F
1 January 2019 +ZA=+—8K
—E-h&F—A—H 7,695,794 6,686,591 4,682,860 19,065,245
New loans/financing originated ERENFER BE 3,935,034 — — 3,935,034
Loans/financing derecognised or F N EUE R K
repaid during the year (other than B EEER BE
write-offs) (Hfi S5 B 51 ) (3,363,651) (6,343,077) (201,237) (9,907,965)
Transfer to 12-month ECL (Stage 1) & =121 A 1813
FEEEB(B1BR) — — — —
Transfer to lifetime ECL not credit ®E & EIEEEMEN
impaired (Stage 2) EHBEHEEEE
(20 E) (4,775,335) 4,775,335 — —
Transfer to lifetime ECL credit HEZEEREN
impaired (Stage 3) > HEHEEEE
(53R ) (1,017,876) (171,370) 1,189,246 —
Total transfer between stages FEERzEERERE (5.793,211) 4,603,965 1,189,246 —
Movements due to changes in EE R #3355
credit risk k=) 8,576,186 147,160,837 49,129,532 204,866,555
Write-offs 1 36 = = (1,112,166) (1,112,166)
At 31 December 2019 R-F—NF
+—-—A=+—8H 11,050,152 152,108,316 53,688,235 216,846,703

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

6.

FINANCIAL RISK MANAGEMENT (Cont‘d)

(B)

CREDIT RISK (Cont’d)

As at 31 December 2019, the Group has certain concentrations
of credit risk as 7% (2018: 7%) of the Group's loans receivable
were due from the Group's largest customer, and 19% (2018:
19%) were due from the five largest customers determined on
the same basis.

Secured loans made up to 22% (2018: 26%) of the total loans
receivable as at 31 December 2019. Such collaterals comprise
residential and commercial properties and listed/unlisted equity
securities pledged against the balances. As at 31 December
2019, the fair value of collaterals for the first mortgage loans
which are mainly residential flats based on its prevailing market
prices amounted to HK$42.65 million (2018: HK$96.30 million).
The fair value of properties collateralised for the second
mortgage loans before discounting credit protections available
to the first mortgagees amounted to HK$14.50 million (2018:
HK$47.02 million). The fair value/net asset value of other
collaterals which mainly include listed/unlisted equity securities
amounted to approximately HK$519.02 million (2018:
approximately HK$571.86 million).

The credit risk on bank and cash balances is limited because the
counterparties are banks with high credit-ratings.

The Group does not provide any guarantees which would
expose the Group to credit risk.
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6. TEREAREEE)

(B)

EERR (&)

RZEBE-AE+-_A=+—8 K&
E7% (=Z—)\F : 7% ) EKRE
REAEEZARE  UEREEE
E o B19%(ZF — \F : 19%) 8 &
WEFRRERAAER  MAEEEAR
—ERENEESEFER -

R-ZZBE-AE+-_A=+—8" &
HERMERERBERZ2% (=
T N\F:26%) HZEEARELE
FREREREBERNEERERYE
AR EW/EEMBRAES - R=ZF
—NE+-RB=+—0 BRREE
FHERR(EEAEENE) KRR
17 T {8 5t B 1 2 F {8 542,650,000/
T (=T — J\ £ : 96,300,0005% 7T) °
RITMEARE — AR ANE B R
FERZE ZXIZBE RN Y EK TR
2 T & /14,500,000 7T (= Z — )\
4 : 47,020,000 7T) o £ fib K # @
(EEBE LT FELTBRAES) N
NGB EEE A 4519,020,0005%
(= T — J\ F : 49571,860,000/%8
JT) °

ROTEBRSEHRIEERRER
RZUFREEEMRZRIT -

AEE W T REEAE <A KB
EEERBAER -



Notes to the Consolidated Financial Statements =&
For the year ended 31 December 2019 & Z=—

6. FINANCIAL RISK MANAGEMENT (Cont‘d)

(C)

LIQUIDITY RISK

Liquidity risk is the risk that the Group is unable to meet its
payment obligations when they are due. The Group manages its
liquidity risk by maintaining sufficient cash and the availability
of funding from shareholders of the Company and adequate
committed lines of funding from financial institutions to meet its
liquidity requirements. The board of directors of the Company is
responsible to ensure the Group maintains sufficient capital
funding and credit lines to meet liquidity requirements. This is
achieved by projecting cash flows on a regular basis. The
accounts department of the Group monitors and reports the
funding needs to management.

The Group is not exposed to significant liquidity risk since there
is no substantial irrevocable commitment associated with

financial instruments.

The remaining contractual maturities at the end of the reporting
period of the Group's financial liabilities, which are based on
contractual undiscounted cash flows and the earliest date that
the Group can be required to pay, are less than 3 months or on
demand (2018: less than 3 months or on demand).

<

B 75 3R TR MY 5 (continued )
E-NF+-—A=Z=+—HLEFE

6. THEAREEE)

(C)

mMBE SRR

RBECRBREREERERITHE
AN REE R - AL B AR
RS MERRARRRRES
WES  ITREFZHHSREBE A
Fﬁﬁfﬁﬁmﬁﬁﬁﬁﬁ'”ﬁ
/mﬁﬁﬁﬂmﬁ°$ REEZARR
RAEERFTEHNEARERE
ERENRNRHECTEE - IR
REHBARSREMEN AEH
WEdHEREcTENMERE
ME 5 -

AEETEESHTAEBENEAN
AR R G - I N EERE KRB
AR -

RI|BEMR - AEESHEENHT
SRR (EREHRTRASR)
RAEHRERNKZERHR/IRN
ZAARBEBERK(ZF-NF: PR
ZEAHRER) -

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

6.

FINANCIAL RISK MANAGEMENT (Cont‘d)

(D)

INTEREST RATE RISK

Interest rate risk is the risk that the value of a financial
instrument or the interest income of a portfolio will fluctuate
due to changes in market interest rates. The Group’s major
interest-bearing assets at the end of the reporting period are
bank deposits and interest-bearing loans receivable. Interests on
bank deposits are principally based on deposits rates offered by
banks in Hong Kong. Interest-bearing loans receivable are

charged at fixed or floating rates.

The Group manages its interest rate exposure by matching the
interest rate profile of its assets and liabilities. The board of
directors of the Company is responsible for ensuring the policy
is appropriate and sufficient to monitor the interest rate
exposure of the Group, by regularly monitoring the benchmark
interest rates of products offered against prevailing market
conditions. Substantially most of the Group’s loans receivable
carried fixed interest rates. The Group prices these loans
receivable strategically to reflect market fluctuations and achieve
a reasonable interest rate spread.

In consideration of historical fluctuation in interest rates in
recent years, the Group expects a similar level of change within
the next twelve months. The following table demonstrates the
sensitivity of a reasonably possible change in interest rates, with
all other variables held constant arising from the Group's
interest-bearing financial instruments.
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6. TEREAREEE)

(D)

IESL

fMEERESRIANBERRE
HE R B WA K BE T 5 F = &
KB E R - RRE R - AEHE
IRFREBER/RITHER  BURFE
R BITERNMNEEEZENEE
RITREAFRAE o U S E R
BEEHFEN KRS o

AEBEZEBEERBENN X
MRS RIS A R E R - ARBES
SEETHERSRNT R EE D
REIR AR R - BARBUKR
B R AEEA R EAEN R EE
B o NEEE A DK ENEFIZE
EMEREFTR - ARBEK B RZ
FRWEREE A RBRTIS K
B UHEKSEMEE-

Z REEF R ERE) - AN & E TR
AR+ AR RKBEUZEEKF - T
RETEMBEMEBERFSTEN
BRT  AREEFESHTARXA
EEAEZBHBAE -



6. FINANCIAL RISK MANAGEMENT (Cont‘d)

(D)

(E)
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 HE=-ZT—AF+-_A=+—HIEFE

INTEREST RATE RISK (Cont‘d)

(D)

The sensitivity analysis below is presented for the Group’s bank

deposits and loans receivable and payable at floating interest

6. THEAREEE)

TR B ()

REBRR /;LEjJ%‘J?TE’JiEﬁT?%(M
B & W B B N B AR BURRE 9 AT

rates. TR o
Change in Effect on profit
basis points after tax Effect on equity
EH2H HRBEBRANTE HESNTE
31 December 2019 —E-E
+=-A=+-H
Bank deposits RITFR +/-50 +/-84,005 +/-84,005
Interest-bearing loans receivable Bl EER +/-50 +/-7,929 +/-7,929
31 December 2018 —E-N\&E
+=-A=+-—-~H
Bank deposits RITFER +/-50 +/-186,292 +/-186,292
Interest-bearing loans receivable WG EE R +/-50 +/-11,864 +/-11,864

CATEGORIES OF FINANCIAL INSTRUMENTS AT 31

DECEMBER 2019

Financial assets: SRIEE:
Financial assets at fair value through profit A AFEFFAEZEH
or loss EmEE 10,476,000 =
Financial assets at amortised cost REHEKNANFEZ
TRl EE 817,712,065 980,972,005
Financial liabilities: SRIEE:
Financial liabilities at amortised cost REEKANFTEZ
ERMEE 2,824,882 2,741,694
FAIR VALUES (F) NEE

The carrying amounts of the Group’s financial assets and

financial liabilities as reflected in the consolidated statement of

financial position approximate their respective fair values.

AEEFAZEHBMRARFTEOE
REEMCREEMNEREEEELS
BHAFERS -

—EREREEERAR —FT-NEFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

7. FAIR VALUE MEASUREMENTS 7. RYEEFE
Fair value is the price that would be received to sell an asset or paid AREERRME2HEENRGSEBETE
to transfer a liability in an orderly transaction between market FRSEEEER SRR EES G
participants at the measurement date. The following disclosures of fair TRHNER W TAFEFERBEER
value measurements use a fair value hierarchy that categorises into AOATFERBRBUGEATFTENGE
three levels inputs to valuation techniques used to measure fair value: FEMERNBAZERD B =EFR
Level 1 inputs:  quoted prices (unadjusted) in active markets for EH—H BEAEERE B A
identical assets or liabilities that the Group can MAZR: ESHNEREEXKEBER
access at the measurement date. RS WECRE A
) o
Level 2 inputs:  inputs other than quoted prices included within EH=H RER-—BEEHMEING
level 1 that are observable for the asset or liability, MAERE: BMAER BEREEEK
either directly or indirectly. BEEENIERAEZENT
BRGAER -
Level 3 inputs:  unobservable inputs for the asset or liability. ZER=" BEEXBENIENERH

BAER: AEF -

The Group’s policy is to recognise transfers into and transfers out of AEENBEENEXERDSHNER
any of the three levels as of the date of the event or change in PHELEARBR=EER 2BENEME
circumstances that caused the transfer. o
(A)  DISCLOSURES OF LEVEL IN FAIR VALUE HIERARCHY AT 31 A RZEBE-NAFRZZE-NF+=Z
DECEMBER 2019 AND 2018: A=+—BRFEEBZFRNOE
=
At 31 December 2019, the fair value measurements of the RZFE—NF+ZA=+—H K&
Group’s investment in listed securities (2018: Nil) classified as BB AUAATEFTABRRZN SR
financial assets at FVTPL are recurring and are determined using BEMNLEMESFRE(ZZE—N\F:
level 1 inputs. BT ENAFEDLLEEHE WK
RER—EE -

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019



<

Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 HEZZT—NF+-_A=+—HILFE

8. SEGMENT INFORMATION 8. ZHEH
The Group has identified the following reportable segments: REBDHB 52, E0:
Money lending — provision and arrangement of credit & — REBRERZHEREE
financing in Hong Kong A&
Securities trading — provision of services in relation to EHBEE — REBBAISFELNR
securities brokerage and proprietary BREEHRE LMES

investments in listed securities

The Group's operating segments are strategic business units that offer REE 2 EE D HRRMTE RS < 58
different services. They are managed separately because each business BN - AN K EFBARER TR I &
requires different technology and marketing strategies. TIGHERERE  WZEE2ENHBorRAERE -
The accounting policies of the operating segments are the same as EE D2 G BUR RS 15 HmERM T
those described in note 4 to the consolidated financial statements. AR & AB R ©

Segment profit or loss does not include the following items: DEEHTBEATIEE :

—  unallocated other income —  ROBEHEMKEA

—  unallocated other gains and losses —  RoBREMKRKRERE

—  unallocated corporate expenses — ROBEGERX

Segment assets do not include the following items: DBEETBEUTIEE ¢

—  deferred tax assets — BEWREEE

—  other unallocated assets — HEMROEEE

Segment liabilities do not include the following items: DHBEETBEUNTIES ¢

—  deferred tax liabilities — BREWREEE

—  other unallocated liabilities — HMRHEAE

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

8. SEGMENT INFORMATION (Cont‘d)

Information about operating segment profit or loss, assets and

liabilities:

Year ended 31 December 2019

Revenue

Segment loss

Interest revenue

Interest expenses

Depreciation

Income tax credit

Other material non-cash item:
— Impairment loss on loans

receivable, net

— Trading right written off

Additions to segment non-current

assets

As at 31 December 2019

Segment assets
Segment liabilities

D EER

M EUA

SR X

e

FriS MR

HtEARFRSHER

— B EFORERE
F

— MBS

DEERBDEERE

8. 2DEMEM(E

FHZESRER AERBRAZER:

Money
Lending

B

88,875,502
(114,725,922)

88,876,717
(120,223)
(5.926,542)

24,480,075

200,581,489

217,685

811,735,444
7,869,281

Securities
Trading
HHEEE

6,166
(11,928,185)

4,090
(66,828)
(1,760,573)

3,100,000

6,080

17,872,277
678,085

88,881,668
(126,654,107)

88,880,807
(187,051)
(7,687,115)

24,480,075

200,581,489
3,100,000

223,765

829,607,721
8,547,366

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019



Notes to the Consolidated Financial Statements =&
For the year ended 31 December 2019 & =

>

,QZ 5% &?E Bﬁ mf (continued #&)
—E-NF+A=Z+—HLEFE

SEGMENT INFORMATION (Cont’d) 8. oMER(E)
Information about operating segment profit or loss, assets and FREESBER SEREBEZER:
liabilities: (Cont'd) (%)
Money Securities
Lending Trading Total
W AE BHEE F
HK$ HK$ HK$
7T om P TT
Year ended BE_T—N\F
31 December 2018 TZA=+—BIEE
Revenue Uy 25 92,732,560 28,938 92,761,498
Segment profit/(loss) DEEF S (EE) 37,685,413 (5,254,676) 32,430,737
Interest revenue B A 92,733,597 20,017 92,753,614
Interest expenses KB R X% (1,582,846) — (1,582,846)
Depreciation e (3,728,546) (700,280) (4,428,826)
Income tax expense Frig R < (5,529,554) — (5,529,554)
Other material non-cash item: HMEARFRGEAE :
— Impairment loss on loans — BWEFRE
receivable, net B8 H R 15,634,421 — 15,634,421
Additions to segment non-current D EEIEREBEERE
assets 957,550 2,154 959,704
As at 31 December 2018 RZZE—N\F
+=—A=+—8~
Segment assets HEEE 962,680,670 27,005,694 989,686,364
Segment liabilities HEEE 2,031,897 344,922 2,376,819
E—CHReREEARAR —T-NFER
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Notes to the Consolidated Financial Statements #7 S 81 75 3R < MY 5%
For the year ended 31 December 2019 #H ZE—

T AFT-AST-ALFE

(continued 1&)

assets was generated from and located in Hong Kong during the years

ended 31 December 2019 and 2018.

For the years ended 31 December 2019 and 2018, no revenue from a

single external customer amounted to 10% or more of the Group's

revenue.
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—E-LE k=
=+—HBIEFE TES—
S AEBUWZE10%8k A L o

8. SEGMENT INFORMATION (Cont’d) 8. DEER (&)
Reconciliations of reportable segment profit or loss, assets and HNE2RNHBELE BEERBBEZHER:
liabilities:
2018
—T—)N\F
HK$
7T
Profit or loss iﬁiﬁ
Total profit or (loss) of reportable segments Wy A= % (B 18) (126,654,107) 32,430,737
Unallocated amounts: 5F)7 fid & &8 :
Administrative and other operating expenses TR H A 4 & 5 X2 (6,194,027) (12,508,116)
Other income EH AUz A 2,141 6,147,726
Income tax expense FriS®iF X (47,078) (144,754)
Consolidated (loss)/profit for year Wira (B18) % F (132,893,071) 25,925,593
Assets BE
Total assets of reportable segments AE2MmHMPREE 829,607,721 989,686,364
Unallocated amounts: ROB 2 :
Deferred tax assets IR AE R IE & B 35,812,011 3,107,251
Other receivables and other assets Hh FE WK IE R K M & B 3,026,822 2,824,924
Consolidated total assets IRABEMBTE 868,446,554 995,618,539
Liabilities BfR
Total liabilities of reportable segments AE2RoHBEE 8,547,366 2,376,819
Unallocated amount: RO HE :
Other liabilities HtBE 344,309 793,770
Consolidated total liabilities e BEERE 8,891,675 3,170,589
All of the Group’s revenue from external customers and non-current HE-_ZTZ-—NEFER_ZFT-NF+=A

=T HLEFE AEBEFRBAEREIRE
FREENBABHELEEETBLFERNE

T—-NF+=A

ShRE P HI IR



Notes to the Consolidated Financial Statements 7 S B4 7% ¥R 7< My

<

5% (continued )

For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

9. REVENUE 9. W=
2018
—T—NF
HK$
T
Interest income charged on loan facilities HE R EE W F 2 A 88,875,502 92,732,560
Commission income from securities brokerage 3 B & 5 & £ M H € YA 6,166 28,938
88,881,668 92,761,498
10. OTHER INCOME 10. Etlt A
2018
—E-N\F
HK$
& TT
Bank interest income R1T A B WA 2,141 1,275
Other interest income H b 1 24 A 3,818 957,908
Compensation income HEKA — 5,208,489
Dividend income B 8 U A 31,640 —
Sundry income HEUA 2,064 1,851
39,663 6,169,523
11. OTHER GAINS AND LOSSES 11. B E R EE
2018
—E-N\F
HKS$
7T
Loss on disposals of property, plant and HEWE BERZEEBER
equipment — (2,539)
Fair value loss from financial assets at fair value A RAFEFABEZNERE
through profit or loss ENAFEEIE (3,684,410) —
Realised (loss)/gain from financial assets at fair AR FEFABEZNERE
value through profit or loss ENEER(BE) ks (265,370) 1,194,825
(3,949,780) 1,192,286

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

12. FINANCE COSTS 12. % EH
2018
A=
HK$
T
Interest on lease liabilities HEBEFS 187,051 —
Interest on other borrowings wholly repayable 7B/ f & WA EE K
within five years HiEEFE — 1,582,846
187,051 1,582,846
13. (LOSS)/PROFIT BEFORE TAX 13. BRELAT (E18) E Rl
The Group’s (loss)/profit before tax is stated after charging/(crediting) RNEBEBRFA(BR),EFE MR (G
the following: A) T3 &8 :
2018
—E—N#&F
HK$
T
Auditor’s remuneration % EAD B & 755,000 700,000
Depreciation of property, plant and M- - BERZEITE
equipment 2,827,603 4,447,582
Depreciation of rights-of-use assets CREEENE 4,921,802 —
Amortisation of leasehold land under finance B & %) T~ & £ b & 4
leases — 43,533
Legal and professional fees EEREEER 3,682,517 6,038,102
Loss on disposals of property, plant and HEME  BEREZEESE
equipment — 2,539
Impairment loss on loans receivable, net FE U B SRR 18 &5 48 )5 58 200,581,489 15,634,421
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

14. INCOME TAX (CREDIT)/EXPENSE

14. FiEH (ER) BAX

2018
—ZT-N\F
HK$
BT
Current tax — Hong Kong Profits Tax BIEARIIE — BANEH
Provision for the year FARE 8,277,739 8,136,508
(Over-provision)/under-provision in prior years B E GRERE) /
BRI R (5,976) 41,497
8,271,763 8,178,005
Deferred tax (note 29) i FE B 78 (K 5529) (32,704,760) (2,503,697)
(24,432,997) 5,674,308

The Inland Revenue (Amendment) (No. 3) Ordinance 2018 was
enacted on 29 March 2018 introducing the two-tiered profits tax rates
regime.

Under the two-tiered profits tax rates regime, the first HK$2 million of
assessable profits of a corporation will be taxed at 8.25%, and
assessable profits above HK$2 million will be taxed at 16.5%. For the
years ended 31 December 2019 and 2018, Hong Kong Profits Tax of
the nominated Group company is calculated in accordance with the
two-tiered profits tax rates regime. The assessable profits of other
Group companies in Hong Kong will continue to be taxed at the tax
rate of 16.5%.

2018F i1 (8] (FB3F)IEHR =Z— N
F=ZA=-+HBEBE SIAFEGHAES -

1B A4S B M AR &l - 2 & 52,000,000 7T
FE BT B A OB 2 B X B8.25% ¢ i A
2,000,0007% Jt FEFF & A OB 2 B X A
165% - REBEEZE_TE—NFR_FT—N\F
T A=+—BLEFE EBRENAEH
RAEIK BB FEH B R BA G B MR G
H o B AEENES A R/ ETH A E
MIEIR16. 5% BT R T -

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

Tax rate is as follows:

14. INCOME TAX (CREDIT)/EXPENSE (Cont’d) 14. FFIB8H ER) BX (&)
The reconciliation between the income tax (credit)/expense and the TSR () /FX BT A (B18) %
product of (loss)/profit before tax multiplied by the Hong Kong Profits %UTKME%%‘J MBE 2 BHERAT :

2018
—E-N\F
HK$
87T
(Loss)/profit before tax B 7 Al (&5 18) 4 Al (157,326,068) 31,599,901
Tax at the applicable tax rate of 16.5% RE BT E16.5%
(2018: 16.5%) (Z2—=N\F:165%)
FHE IR (25,958,801) 5,213,984
Tax effect of a two-tiered profits tax regime ST AR B T = & (165,000) (165,000)
Tax effect of income that is not taxable BARBUA BTG 7 & (353) (198)
Tax effect of expenses that are not deductible 7 A F [ B sz 00 5 75 57 £ 455,488 116,466
Tax effect of temporary difference not RAEREREZENB BT E
recognised 34,602 73,038
Tax effect of utilisation of tax losses not i) A T 52 A1 A X 18 &5 18
previously recognised i 7% 2 — (24,358)
Tax effect of tax losses not recognised i A B 7R A5 1H JE5 18 Y
tﬁi%EV 1,207,043 418,879
(Over-provision)/under-provision in prior years B F F & (FBE B &)
BHS R (5.976) 41,497
Income tax (credit)/expense Frisfi (Fe) Fx (24,432,997) 5,674,308
15. EMPLOYEE BENEFITS EXPENSES 15. EERABEX
2018
—E-N\F
HK$
87T
Employee benefits expenses EEBFIMRXZ
(excluding directors’ emoluments): (TEEEEM2)
Salaries, bonuses and allowances Hrd o~ TEAL MR 13,631,107 15,880,204
Pension scheme contributions RIKE FT &I 969,907 945,702
14,601,014 16,825,906

PENSION SCHEME CONTRIBUTIONS

No forfeited contributions were utilised during the year (2018:

Nil).

No balance (2018: Nil) of forfeited contributions were

available at the year-end to reduce future contributions.

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)

For the year ended 31 Decemb

15. EMPLOYEE BENEFITS EXPENSES (Cont’a)

(B)

FIVE HIGHEST PAID INDIVIDUALS

The five highest paid individuals in the Group during the year
included one (2018: two) director whose emoluments are
reflected in the analysis presented in note 16. The emoluments
of the remaining four (2018: three) individuals are set out
below:

er2019 HE-_FT—NE+_A=+—BILFE
15. EERABXZ(Z

B IhERRHEER

FA AEELERSHESRE—
FH(CE-N\F MRB)EF H#e
RET 16D TR 25 « Herm A& (=
E-NEF: =ZR)REEZHMEFIFEH
5aA°F

2018
—E-N\F
HK$

BT

Salaries, allowances and benefits in kind ¥ & - 3285 & ¥ 18 A
Performance related bonuses KRR IEAL
Pension scheme contributions RIKS B

3,970,755 3,188,200
— 1,747,000
386,259 328,625

4,357,014 5,263,825

The emoluments of the remaining four (2018: three) highest
paid individuals fell within the following bands:

HHpME(ZE—N\F: ZR) &5
EBEMM ST T T 58 E & A 20
T~

Number of individuals

Nil to HK$1,000,000 £ %1,000,0007% 7T
HK$1,000,000 to HK$1,500,000 1,000,000/ 7T &=
1,500,000/ 7T
HK$1,500,000 to HK$2,000,000 1,500,000 7T &
2,000,0007% 7T
HK$2,000,000 to HK$2,500,000 2,000,0007% 7T &=
2,500,000/ 7T
HK$2,500,000 to HK$3,000,000 2,500,0007% 7t &
3,000,000/ 7T

BEAH
2019 2018
ZB-0E —E-N\F
2 1
1 —
1 1

F-EREREBEERAR —FT-NFFH
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For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

P

Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )

16. BENEFITS AND INTERESTS OF DIRECTORS

(A)

DIRECTORS’ AND CHIEF EXECUTIVE OFFICER'S

EMOLUMENTS

The remuneration of every director and the chief executive

officer for the year ended 31 December 2019 is set out below:

16. E= &M K A&

(A)

EERTHRAHRME

BEERTHRARBE_ZT 1%
TZA=t—RLEFENHEET

o

Emoluments paid or payable in respect of a person’s services as a director/chief executive

officer, whether of the Company or its subsidiary undertaking

HEAMALUNES FTHERSH(TRBFATIAMBEAS) AREBRFEAREHMNS

Allowance
and
benefits Performance Pension Share-
in kind related Ha based
Salaries  (note (e)) bonuses contributions  payments
BUR
BWER E30) Bthe LE#RA
(M &t (e)) HEATEA sHEIR ERBAR
HKS$ HK$ HK$ HK$
BT BT BT
Executive directors: HiTES:
Li Sin Hung Maxim FiRs — 910,000 — — 18,000 - 928,000
Wong Kai Lun BG4 - 480,000 — - 18,000 — 498,000
Cao Huifang (note (a)) BEE5 (M) - 80,000 — - - — 80,000
Xie Si EiE = 240,000 — — — — 240,000
Lai Szu Yu (note (b)) B4 (B RE(b)) — 160,667 — - 8,033 — 168,700
Independent non-executive BIAERITES
directors:
Fung Kam Man % 88 3 120,000 — — — — — 120,000
Wang Zhiwei En¥ 3 120,000 — — - - — 120,000
Chan Tung Tak Alain fRi@E 120,000 — — — — — 120,000
Li Long - 120,000 = = = = = 120,000
Choy Sze Chung Jojo =B 120,000 — — — — = 120,000
Chief executive officer: TR
Tsang Yan Kwong BK — 1,560,000 84,500 — 180,000 — 1,824,500
Total for 2019 —T-NEBE 600,000 3,430,667 84,500 — 224,033 — 4,339,200

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

16. (BENEZ)ITS AND INTERESTS OF DIRECTORS 16. EEEMEFIZE (&)
Cont’

(A) DIRECTORS' AND CHIEF EXECUTIVE OFFICER'S A EBEERTHREHMNE (&)
EMOLUMENTS (Contd)

The remuneration of every director and the chief executive FESRTBAEZEZE - —\F
officer for the year ended 31 December 2018 is set out below: +ZA=+—BLEFENHS ST
W

Emoluments paid or payable in respect of a person’s services as a director/chief executive
officer, whether of the Company or its subsidiary undertaking

REMALTAES THRARSH(THARATNXEMBAR) RRERBESRESOHE

Allowance
and  Performance Pension
benefits related scheme Share-based
Fees Salaries in kind bonuses  contributions payments Total
R E$:) BARE HURHA
e e EUEAN MR PRI ERMMARK okl
HKS HK$ HK$ HK$ HKS HK$ HK$
BT BT BT BT BT BT BT
Executive directors: BITES:
Sin Kwok Lam (note (c)) B AR (B RE()) — 312,500 — — 39,062 — 351,562
Li Sin Hung Maxim (note (d)) it (B RE(d)) — 843,734 — 1,070,000 17,613 — 1,931,347
Wong Kai Lun (note (d)) /M () - 457,258 — 1,080,000 17,613 — 1,554,871
Cao Huifang EE 55 — 240,000 — — — = 240,000
Xie Si B — 240,000 — — — — 240,000
Independent non-executive BIAERITES :
directors:
Fung Kam Man B 120,000 — = = = — 120,000
Wang Zhiwei E¥ 3 120,000 — - — — — 120,000
Chan Tung Tak Alain fRi@E 120,000 — — - - — 120,000
Li Long £ 120,000 — - — — — 120,000
Choy Sze Chung Jojo 2RR 120,000 — — - - — 120,000
Chief executive officer: THRER
Tsang Yan Kwong BK — 1,520,200 — 1,000,000 175,025 — 2,695,225
Total for 2018 T )\EBHE 600,000 3,613,692 — 3,150,000 249,313 — 7,613,005
Note: Btz -
(a) Resigned on 30 April 2019 (@) RZF-AFOA=THBE
(b) Appointed on 30 April 2019 (b) REZFE-—NFOA=THEZRE
(o) Resigned on 7 February 2018 @ RZF—\FZALARIE
(d) Appointed on 9 January 2018 (@ R=B-N\F-—ANREZRE
(e) The allowance and benefits in kind refer to untaken leave provision (e) AR R R R T B R 2 R
for chief executive officer. B S 1
Ny =+ \ = /) = =
There was no arrangement under which a director waived or FRALBEFHERRTHRELEW
=l — 2= — : o
agreed to waive any emoluments during the year (2018: Nil). e m R (ZF—N\F &)

F-EREREBEERAR —FT-NFFH



<

*

Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )

For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

16.

17.

18.

BENEFITS AND INTERESTS OF DIRECTORS
(Cont’d)

(B) DIRECTORS" MATERIAL INTERESTS IN TRANSACTIONS,

ARRANGEMENTS OR CONTRACTS

No significant transactions, arrangements and contracts in
relation to the Group’s business to which the Company was a
party and in which a director of the Company (including any
person who at any time during the year was a director) or the
director's connected entity had a material interest, whether
directly or indirectly, subsisted at the end of the year or at any
time during the year.

DIVIDENDS

The directors did not recommend the payment of any dividend to
shareholders for the year ended 31 December 2019 (2018: Nil).

(LOSS)/EARNINGS PER SHARE
BASIC (LOSS)/EARNINGS PER SHARE

The calculation of the basic (loss)/earnings per share is based on the
loss for the year attributable to owners of the Company of
HK$132,893,071 (2018: profit of HK$25,925,593) and the weighted
average number of ordinary shares of 3,628,800,000 (2018:

3,628,800,000) in issue during the year.
DILUTED (LOSS)/EARNINGS PER SHARE
No diluted (loss)/earnings per share are presented as the Company did

not have any dilutive potential ordinary shares during the two years
ended 31 December 2019 and 2018.

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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17.

18.

EEHEMNRANE(E)

B WEAZS
Fila

ZHHAHNERKR

ARAAEZR(BRERFAEAKERES
EEZEMADREZNHEER
BER F R FREMRSRDAT
BURDBEMERRIN T ARALHE
EBERNEARS  ZHRELHF
BEEEIRMENERN S -

=)

ESTERRBEE-_Z - NLF+ =R
=+—BLEFECE-NF: B AKRE
IR E A S -

R (BR) A
SREA(FR) /BT

BREN(ER) BN DERKNAAES
AFE(EF A E18132,893,0718 L (=T —/\
F : i #25,925,593%8 L) R FNE HTYE
8 % 0 F 5 P& £13,628,800,0000% (= &
— )\ : 3,628,800,0000%) 5+ & o

FR#EE (BR) &

HRARARBE-_Z-—NAFR-_FT-N\
F+ZA=+— B L MEFEILEEME
TR - I E27FRES (BER)
S BF .
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Notes to the Consolidated Financial Statements #7 S B4 7% ¥R T MY 5T (continued &)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

19. W% -BERKRHE

Buildings

oy

19. PROPERTY, PLANT AND EQUIPMENT

Leasehold

improvements

Hanzke

Furniture and
fixture
HRER

BEXE

Office
equipment

BAERME

Computer

B

Motor vehicle

RE

Cost 5%
AU T January 2018 RZZE—-N\E—F—H 187,561 5,610,080 958,900 1,252,778 2,993,705 = 11,003,024
Additions NE — 191,850 186,132 62,657 259,065 260,000 959,704
Disposals HE — (245,920 (126,703) (157,593) (31,761) - (561,977)
At 31 December 2018 and R-TE—N\&E
1 January 2019 +-A=+-AR

—E-hF—HR—-H 187,561 5,556,010 1,018,329 1,157,842 3,221,009 260,000 11,400,751
Additions RE = = = 8,307 215,458 = 223,765
Disposals HE — — - (5,900) (26,041) — (31,941)
At 31 December 2019 W_E—hE

+=A=+-H 187,561 5,556,010 1,018,329 1,160,249 3,410,426 260,000 11,592,575
Accumulated depreciation BiirE
At 1 January 2018 RZF-NF—A—H 143,418 1,449,052 460,247 622,663 1,749,092 — 4,424,472
Charge for the year ERTH 18,756 2,584,803 348,078 413,186 1,044,842 37,917 4,447,582
Disposals k= = (245,920) (126,703) (155,054) (31,761) = (559,438)
At 31 December 2018 and R-_E—N\E

1 January 2019 +-B=+-BEkK

“T-N¥—A—H 162,174 3,787,935 681,622 880,795 2,762,173 37,917 8,312,616
Charge for the year FRZH 18,756 1,712,119 282,460 262,188 487,080 65,000 2,827,603
Disposals Rk = = = (5,900) (26,041) = (31,941)
At 31 December 2019 R-T—h&E

+=ZA=+—-H 180,930 5,500,054 964,082 1,137,083 3,223,212 102,917 11,108,278
Carrying amount BREE
At 31 December 2019 R-ZE—h&E

+=A=+-H 6,631 55,956 54,047 23,166 187,214 157,083 484,297
At 31 December 2018 R-B—N\E

+=ZA=+—-H 25,387 1,768,075 336,707 277,047 458,836 222,083 3,088,135

E—EReREBERAT —T-AFER
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

20. LEASEHOLD LAND UNDER FINANCE LEASES 20. @EHAOTNHE L

E

2018
—T—)N\F
HK$
& TT
At 1 January Kn—A—H 1,241,628 1,285,161

Impact of adopting HKFRS 16 RN A 7S B 1% 3R 5 2R
F16mH T E (1,241,628) —
Amortisation during the year F A £ 5 — (43,533)
At 31 December WR+—A=+—H — 1,241,628

The Group's leasehold land is analysed as follows: AEBEHNHEELHAOTAOT -
2018
—ZT-N\F
HK$
87T
In Hong Kong N

Medium-term leases fRHAFE 49 — 1,241,628

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

21. FREEE

21. RIGHT-OF-USE ASSETS

Leasehold
land

HELB

Lease
property
HEME

Cost B
At 31 December 2018 (Reported) RZZE—N\FE+=A=+—H
(23) — — —
Impact of adopting HKFRS 16 RN E BB HRE ERIE 165
op-2- 1,618,044 6,194,308 7,812,352
Restated opening balance under RZZE—-—NhLF—A—H
HKFRS 16 as at 1 January 2019 BIE B B B 7% R & A
and 31 December 2019 F165RE I F V484 K&
—T-hF+=ZA=+—H 1,618,044 6,194,308 7,812,352
Accumulated depreciation and Bt ERBE
impairment
At 31 December 2018 (Reported) RZZE—N\E+=-A=+—H
(2%#]) — — —
Impact of adopting HKFRS 16 FRNE BB HRE ERIZE 165
-2 376,416 — 376,416
Restated opening balance under RZZ—-—NF—A—BRE
HKFRS 16 as at 1 January 2019 BB R EERE165
B F R 376,416 — 376,416
Charge for the year FAZH 43,534 4,878,268 4,921,802
At 31 December 2019 RZZE—NF+=ZA=+—H 419,950 4,878,268 5,298,218
Carrying amount AR & B
At 31 December 2019 RZZE-—NF+-_A=+—H 1,198,094 1,316,040 2,514,134

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

22. INTANGIBLE ASSETS — TRADING RIGHT 22. BLEE — B %

HK$
#EIT
Cost and carrying amount BRARIREE
At 1 January 2018, 31 December 2018 and RZZE-—NF—A—B ZZF—N\F
1 January 2019 +=—A=+—-RAR-—T—h&—HF—A~ 3,100,000
Cessation of trading right RIEE S (3,100,000)
At 31 December 2019 R—F-—NAF+=-A=+—H —
During the year ended 31 December 2019, the Group has written off HE_Z-—NWFT+-_A=+—HIEFE"
a trading right of HK$3.10 million as a result of the derecognition of 785 E B 85 & 5 3,100,000 7T+ T3
the trading right of Asia Wealth Securities Limited due to the “TNFNARIEEBFLLEBRIUS
cessation of the securities brokerage business in August 2019. REMEIBEESFBRAAINE SHHE -

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019



Notes to the Consolidated Financial Statements #7 S 87 75 3R 72 MY 5T (continued #)
For the year ended 31 December 2019 ##Z_T—-NF+_A=1+—HILFE

23. INVESTMENTS IN SUBSIDIARIES

Particulars of the subsidiaries of the Company as at 31 December

2019 are as follows:

Place of
incorporation/

registration and  Issued/registered

RIE
BRARIMFERBET

Percentage of
ownership
attributable to

23. R BARAMNKRE

E-NF+_A=+—8 K27

Name operation share capital the Company Principal activities
AL, AAT LT E
&l HERMREZHE S8BT SEREE Bk FEER
Direct Indirect
B & %

First Holdings Consortium Limited British Virgin Islands  HK$150,000,000 100 — Investment holding
First Holdings Consortium Limited HEEZEE 150,000,000 7T & & AR
First Credit (China) Limited Hong Kong HK$1 100 — Inactive
E—ERAME(HER)ERQAF BE 178 7T Tmax
Asia Wealth Financial Holdings British Virgin Islands Us$90 100 — Investment holding

Limited EERELHE 90% T REER
Asia Wealth Financial Holdings

Limited
Capital First Holdings Limited British Virgin Islands Us$1 100 — Investment holding
BARE—HERBERAF RBREIHS 1£7T RE 2R
Gorgeous Investment Holding British Virgin Islands us$100 100 — Inactive

Limited RBRIHE 1003 7T Tmgx
Gorgeous Investment Holding

Limited
First Credit Limited Hong Kong HK$153,550,000 — 100 Provision and
E—AMBERRAA 7 153,550,000 7T arrangement of

credit facilities
RERZHEERE

Honour Event Limited British Virgin Islands Us$1 — 100  Inactive
Honour Event Limited EBEXES 1€ 7T TmE
Asia Wealth Securities Limited Hong Kong HK$90,000,000 — 100  Securities trading
TN ERSFERDQA BE 90,000,0007% 7T BHFEE
First Credit (HK) Limited Hong Kong HK$10,000 — 100  Inactive
E-—GERUBEBAERAR B 10,0007 7T TEex
First Credit Holdings Limited Hong Kong HK$1 — 100  Property holding
E—EFAEKRBRAA BB 17 7T ESE=RES

Note: All the above subsidiaries are limited liability companies.

Miz: EAMAEMBARERBRAEMEAR -

E-—GEREBEEERAT —T-NFFR
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )

For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

24. LOANS RECEIVABLE

24. EIRE

2018
—E-N\F
HK$
BT
Loans to customers BERER 966,238,754 946,645,700
Accrued interest receivables JE W FE BT A B 48,663,938 13,935,993
1,014,902,692 960,581,693
Impairment allowance on individual assessment & 37 &F il &9 el (B 5 5 (2,959,703) (1,431,260)
Impairment allowance on collective assessment £ B2 5F i &9 Jl (B 5 5 (213,887,000) (17,633,985)
798,055,989 941,516,448

Analysed as: P
Non-current assets IERBEE 151,877,137 433,645,920
Current assets mEE E 646,178,852 507,870,528
798,055,989 941,516,448

The Group seeks to maintain strict control over its outstanding loans
receivable to minimise credit risk. Overdue balances are reviewed
regularly by management.

The loans receivable above were denominated in Hong Kong dollars.

The credit quality analysis of the loans receivable is as follows:

ANEE—EBRBZEHRKE R EEER
BREEERRRERE - ERETEHR
B MR -

bt R E SRIAE TTAHE
BRERNEEEEDTMT

2018
—E-N\F
HK$

_ ex AT

Neither past due nor impaired R8BSR (B
— Secured — FHEH 62,864,597 181,677,409
— Unsecured — EEH 130,751,890 605,867,437
Less than 1 month past due BEATE—@A 29,312,167 58,521,534
1 to 3 months past due mEl—Z=={EAR 39,891,415 75,058,243
Over 3 months past due 0 B AR 8 = (& A 569,908,192 8,635,689
832,728,261 929,760,312
Impaired (note) BB (M EE) 182,174,431 30,821,381
1,014,902,692 960,581,693

Note: Represents the gross amount of individually impaired loans receivable for
which impairment loss has been provided partially or in full as at year
end date.

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Notes to the Consolidated Financial Statements #7 S 87 75 3R 72 MY 5T (continued #)
For the year ended 31 December 2019 ##Z_T—-NF+_A=1+—HILFE

24. LOANS RECEIVABLE (Cont'd)

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

Receivables that were past due but not impaired relate to a number of
customers that have a good track record with the Group. Based on
past experience, the directors were of the opinion that no provision
for impairment on these loans was necessary as these loans receivable
would be substantially/fully settled subsequent to the reporting period
or there had not been a significant change in credit quality that these
balances were still considered fully recoverable.

Amongst all past due but not impaired loans, a secured fixed loan of
HK$19,423,750 (2018: HK$18,276,250) as at 31 December 2019 was
secured by equity interest in a private company with value amounted
to HK$3,639,547 (2018: HK$18,000,000), a secured installment loan of
HK$1,737,398 (2018: Nil) as at 31 December 2019 was secured by
insurance policies with value amounted to HK$11,700,000 (2018: Nil),
and secured revolving loans of HK$23,945,757 (2018: HK$19,937,597)
were secured by assets held by a private company and equity interest
in a private company with value amounted to HK$60,300,183 (2018:
HK$38,337,764). The Group did not hold any collateral in respect of
the remaining individually past due but not impaired loans receivable.

The individually impaired loans receivable relate to clients that were in
financial difficulties and only a portion of the receivable was expected
to be recovered. As at 31 December 2019, an impaired secured fixed
loan of HK$68,072,583 (2018: Nil) was secured by equity interest in
listed companies with value amounted to HK$48,224,028 (2018: Nil),
and the impaired secured revolving loans of HK$48,781,646 (2018:
HK$26,235,802) were secured by equity interest in private companies
with value amounted to HK$11,544,030 (2018: HK$22,419,189). As at
31 December 2018, an impaired first mortgage loan of HK$3,500,000
was secured by collateral with fair value (based on its prevailing
market price) amounted to HK$5,200,000. The Group did not hold any
collateral in respect of the remaining individually impaired loans

receivable.

24. BIWWE K (&)

I 4% 760 H 7 S 08k (B O FE U SR OE B R %0 AR
WEHRDENTRERTSEM -

EaREYERENBKRFIBESZZRA
SEERFAEGRENTL AR -RIFB
ERB ARNZERBRERERN®SE REK
REpHD /BHERCOREEEE L EB AW
- BREEBDERAST2HRDE - &
EERABARLEERELRBERE -

RETBEBETERENERT  —£F5
EHEEERR=_Z—NAEF+=R=+—
H /19,423,750% (= T — N\ #F:
18,276,250/ 7T ) B {E 183,639,547 L (= &
— /A4 : 18,000,000/ 70) B — I FL & A AIHY
REAEHR —ZAEFLHERR=-F
—NWE+=ZB=+—HA1737,3985 (=
= — N\F : &)H{EE11,700,0008 T (=ZF
—N\F ENREAER REEARER
B $23,945757% w(= T — N\ F:
19,937,597/ 7T) A 1f 1860,300,183% T (=
= — )\ : 38,337,764/ 1) ) — AL E A A
FIHEER—BALERRRRERER - K
& E B R T 8 B B A BB 3 AR R (E /Y
EWEFRFEEMERR -

BRERENEKRE TS RTEEER
P EEKESSEERIE - R =F
—NE+-_A=+—8 EREGERE
EE7X68,072,583F L (=T — \F : fE) A
{E{E48,224,028B It (=T — N\F : E)W £
MARKEAET KERESKMER
B 348,781,646 (= T — J\ &
26,235,802/ 7T) B {E{B 11,544,030/ 7T (=
T — )\ : 22,419,189/ JT) M FL & 1A &) X
EAEKH R—_TE—N\E+=-A=+—8"
B E K & R 1R 18 B 53,500,000 7t LA A
FEZREERMEFE) A5,200,0007 T
R RIERBER - REE W EF R T E
A E R ER ERE XA EEH -

E-—GEREBEEERAT —T-NFFR
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )

For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

25.

26.

FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS

25.

%’Dﬂ”ﬁ%‘l‘kiﬁéﬂ’ﬂﬁ%ﬂﬁ

2018
—E—N#F
HK$

Equity securities listed in Hong Kong,
BATFE

at fair value

REE £ TR A E 5

10,476,000

The fair values of equity securities listed in Hong Kong are based on
the current market prices of such equity securities as at the end of the
reporting period.

The carrying amounts of the above financial assets are classified as
held-for-trading.

The above financial assets represent investments in listed equity
securities that offer the Company the opportunity for return through
dividend income and fair value gains. They have no fixed maturity or
coupon rate.

BANK BALANCES — TRUST AND
SEGREGATED ACCOUNTS

The Group maintains segregated trust accounts with licensed banks or
authorised institutions to hold clients’ monies arising from its normal
course of business. The Group classified the clients’ monies as cash
held on behalf of clients under the current assets section of the
consolidated statement of financial position and recognised the

corresponding accounts payable to respective clients.
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

27. ACCOUNTS PAYABLE

27. TR

2018
—T—NF
HK$
BT
Accounts payable arising from the securities BHEEEBEED
trading business: JE 1~ BR AR
— Clients — BF — 159,149
The settlement terms of accounts payable arising from the securities BHEBEEBEANENRRZEESRA

trading business are two days after trade date or at specific terms
agreed with clients. No aging analysis is disclosed as in the opinion of
the directors of the Company, the aging analysis does not give
additional value in view of the nature of the securities trading

R P RKMREIZET P 2 B8 R
MmE -BERBEREDN AR/ARAE
ERRERIBLSEERBOME - REL
DITLEBINEE -

business.

28. LEASE LIABILITIES

28. HE &M/

HK$

& TT

At 31 December 2018 (Reported) R=ZF-—NF+=_A=1+—RH(E®H) —

Impact of adopting HKFRS 16 KRB BB REERFEIHROHZE 6,470,205
Restated opening balance under HKFRS 16 RZZE-—NF-—A—BRBEEEMBERSE

as at 1 January 2019 % I 38 165% & 5I) F 7] 45 £ 6,470,205

Interest expenses (note 12) F B (FfaE12) 187,051

Payments NEN (5,053,208)

Interest paid B F & (187,051)

At 31 December 2019 R_ZE-—hFE+-_A=+—H 1,416,997

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )

For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

29. DEFERRED TAX

29. EEH A

The following are deferred tax assets and liabilities recognised by the

Group:

Accelerated tax
depreciation

I B IE 3 28

VAT R AN 5 B 7 2R

Provision for

impairment on loans

receivable

FE e 65 2R 8 1B 15 1

EERABEEREE

At 1 January 2018 RZZE—NF—A—H 269,194 (872,748) (603,554)
Credited to profit or loss for the FREBERZRPFTA
year (note 14) (BFzE14) (269,194) (2,234,503) (2,503,697)
At 31 December 2018 and RZZT—NF+=HA
1 January 2019 =+t—BX
—Z-N%—-A—H — (3,107,251) (3,107,251)
Credited to profit or loss for the FRAEBERRPFTA
year (note 14) (BizE14) (520,656) (32,184,104) (32,704,760)
At 31 December 2019 R-ZZ-NF
+=—A=+—H (520,656) (35,291,355) (35,812,011)

The following is the analysis of the deferred tax balances (after offset)
for statement of financial position purposes:

NI AR B AR R T F B R R IR A R
(IR IR 1T

2018

—E-N\F

HKS$

L

Deferred tax assets EER B E E (35,812,011) (3,107,251)
Deferred tax liabilities BEMEBEEE — =
(35,812,011) (3,107,251)

At the end of the reporting period, no deferred tax asset has been
recognised in respect of the tax losses amounted to HK$34,848,011
(2018: HK$28,978,246) due to the unpredictability of future profit

streams. The tax losses may be carried forward indefinitely.
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

30. SHARE CAPITAL

30. IR &

2018
—T—NF
HK$

Authorised: EE
250,000,000,000 ordinary shares of 250,000,000,000/%

HK$0.02 each 5 %0.027% T &Y E i A% 5,000,000,000 5,000,000,000
Issued and fully paid: EBTREHHE :
3,628,800,000 ordinary shares of HK$0.02 each 3,628,800,0004%
5 1%0.0278 T B9 & @ AR 72,576,000 72,576,000

The primary objectives of the Group’s capital management are to
safeguard the Group's ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments to it
in light of changes in economic conditions and the risk characteristics
of the underlying assets. To maintain or adjust the capital structure,
the Group may adopt various means such as payment of dividends,
issuance of new shares, raising new debts or redemption of existing
debts as may be appropriate in the circumstances.

The Group monitors capital on the basis of gearing ratio. This ratio is
calculated as net debt divided by adjusted capital plus net debt. Net
debt comprises borrowings and lease liabilities less bank and cash
balances. Adjusted capital comprises all components of equity (i.e.
share capital, retained profits and other reserves).

AEBEAEENETIZERAREAKE
BESBERENRENREFRIFNELRE
BT AXFEEXEBRENRAKRERE
-

AEBFBEERERNEBURRBELAEMRR 2
BELHEBEEZARSMEMELFE-
7N 5 [ F] DA S 38 3R 4 2 1 05 0% Bl a0 AR UBUIR
M BTHk BTHEBXBELOREE
T (E ) AR R S R A -

AEBRBEERRBLITEREAN UL
R A FRR AL BEE A RE R F
HWBANGFEMS BEHFEBEEER
HEBBRRITERS AR KABER
BEREERS (BIRAE  RE&MEE
i 6 #88)

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #7 S 84 75 R 2 MY 5T (continued )
For the year ended 31 December 2019 HE-T—NF+_A=+—HILFE

30. SHARE CAPITAL (Cont’d) 30. A& (&

No changes were made in the objectives, policies or processes for
managing capital during the years ended 31 December 2019 and
2018.

The externally imposed capital requirements for the Group are: (i) in
order to maintain its listing on the Stock Exchange it has to have a
public float of at least 25% of the shares; and (ii) to meet financial
covenants attached to the interest-bearing borrowings.

The Group receives a report from the share registrars on a monthly
basis on substantial share interests showing the non-public float and it
demonstrates continuing compliance with the minimum 25% public
float requirement throughout the year. As at 31 December 2019,
31.43% (2018: 31.43%) of the shares were in public hands.

Any breach of the financial covenants by the Group may result in the
lenders demanding for repayment of the loans. There had been no
breach of the financial covenants in respect of any interest-bearing
borrowings of the Group for the years ended 31 December 2019 and
2018.
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

31. STATEMENT OF FINANCIAL POSITION AND 31. XA TR BMRRELHEES
RESERVE MOVEMENT OF THE COMPANY 3

(A)  STATEMENT OF FINANCIAL POSITION OF THE COMPANY (A AR B BMRRE
2018
—T—)N\F
Note HK$
F 2 BT
Non-current assets ERENEE
Investments in subsidiaries NSNS NEI = OE = 222,731,282 245,000,789
Current assets mENEE
Prepayments, deposits and other  TEfFIE - E& R H M E
receivables WK IAE 488,761 445,515
Due from subsidiaries JE U5 B B 1 B R 485,685,939 487,030,631
Bank and cash balances RITRIB S E 8 620,199 397,877
Total current assets mEEERERE 486,794,899 487,874,023
Current liabilities REAE
Accruals and other payables FE T B A R H i FE 1< 3R IE 39,710 497,833
Due to subsidiaries JE 5 B A R 3 20,241 20,241
Total current liabilities mE B BB 59,951 518,074
Net current assets RBEEEHE 486,734,948 487,355,949
NET ASSETS BEFE 709,466,230 732,356,738
Capital and reserves BAREE
Share capital [N 72,576,000 72,576,000
Reserves #EE 31(B) 636,890,230 659,780,738
TOTAL EQUITY HEAEEE 709,466,230 732,356,738
Approved by the Board of Directors on 23 March 2020 and are RZE_EF=ZA_+=ZHEE=S
signed on its behalf by: EhE WHTIIEZTRERES:
Wong Kai Lun Lai Szu Yu
HR R HBRF
Director Director
5F g%

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements #5 & 8 7% 3R Z° MY 5% (continuea #)
For the year ended 31 December 2019 #HE-T—NF+-_A=+—HILEFE

31. STATEMENT OF FINANCIAL POSITION AND 31. ZARHMBMRRARREHES

RESERVE MOVEMENT OF THE COMPANY B (&
(Cont’d)
(B)  RESERVE MOVEMENT OF THE COMPANY (B) ARTEIFEEE
Share Capital  Contributed Accumulated
premium reserve surplus losses
B it (B EXfRE BAER Bt
HK$ HKS$ HKS$ HK$
Ex Ex Ex Ex
At 1 January 2018 R=ZZ—-\¥-A—-H 356,661,862 138,279,615 213,460,470 (48,768,893) 659,633,054
Profit for the year FREF — — — 147,684 147,684

At 31 December 2018 and RZE-N\F

1 January 2019 +t-A=+-H8k
“T-NF—HF—H 356,661,862 138,279,615 213,460,470 (48,621,209) 659,780,738
Loss for the year FRER — — —  (22,890,508)  (22,890,508)
At 31 December 2019 RZF-hE
+=-A=+-H 356,661,862 138,279,615 213,460,470 (71,511,717) 636,890,230

FIRST CREDIT FINANCE GROUP LIMITED Annual Report 2019
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

32. RESERVES

(A)

GROUP

The amounts of the Group’s reserves and the movements
therein are presented in the consolidated statement of profit or
loss and other comprehensive income and consolidated
statement of changes in equity on pages 78 and 81 of this
annual report respectively.

NATURE AND PURPOSE OF RESERVES
(i) Share premium

Under the Companies Law of the Cayman lIslands, the
funds in the share premium account of the Company are
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 they fall due
in the ordinary course of business.

Pursuant to a special resolution passed in an
extraordinary general meeting held on 24 December
2014, the change of the domicile of the Company from
the Cayman Islands to Bermuda was approved by the
shareholders. The change of domicile of the Company
was completed on 5 February 2015. Under the
Companies Act 1981 of Bermuda, the funds in the share
premium account of the Company may be distributed in
the form of fully paid bonus shares.

32. f#1E

(A)

(B)

ZNE L

AEBEFESEREZEH D HH T
RAFRNETSERESIHANIGF SR
mEEMEERARRGEEDE
X -

FEEENE®
(i) M@

REFASHEERARE ARH
B EERNESADIRTA
NERER  HEEBEEZHED KK
B REE KRRAEFENE
BRERBERBBEHC I
PACT

RER-_ZF-—NWFE+= A
“tTHAEERNRREIIAS
LRBENERIRER  ARQF
HHASHESEMERREDE
RERAE - ARBBMR-F
—RAF-RERZTK - BER
RE-NN—FRAE AR
AR ERNE S A AGR
AR A DK

F-EREREBEERAR —FT-NFFH
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

32. RESERVES (Cont’d)

(B) NATURE AND PURPOSE OF RESERVES (Cont’a)

(i)

(i)

Capital reserve

The capital reserve of the Group arose as a result of the
Group's reorganisation implemented in preparation for
the listing of the Company’'s shares in 2009 and
represented the difference between the nominal value of
the aggregate share capital of the subsidiaries acquired
under the reorganisation scheme, over the nominal value
of the share capital of the Company issued in exchange
therefore.

The capital reserve of the Company arose as a result of
the Group reorganisation implemented in preparation for
the listing of the Company’'s shares in 2009 and
represented the excess of the consolidated net assets of
the subsidiaries acquired, over the nominal value of the
share capital

of the Company issued in exchange

therefore.

Contributed surplus

The contributed surplus of the Group and the Company
arose as a result of the Group’s cancellation of the share
premium account of the Company.

Under the Companies Act 1981 of Bermuda, contributed

surplus account is available for distribution to
shareholders. However, the Company cannot declare or
pay dividend, or make a distribution out of contributed

surplus if:

— the Company is, or would after the payment be,
unable to pay its liabilities as they become due; or

— the realisable value of the Company’s assets would
thereby be less than its liabilities.
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Notes to the Consolidated Financial Statements #7 S 87 75 3R 72 MY 5T (continued #)
For the year ended 31 December 2019 ##Z_T—-NF+_A=1+—HILFE

SHARE-BASED PAYMENTS
SHARE OPTION SCHEME

The Company operates a share option scheme (“Share Option
Scheme"”) for the purpose of providing incentives and rewards to
eligible participants who contribute to the success of the Group's
operations and providing the Group with a more flexible means to
reward, remunerate, compensate and/or provide benefits to the
eligible participants. Eligible participants include full-time or part-time
employees, directors (including executive, non-executive or
independent non-executive directors) and any consultants or advisers
(whether professional or otherwise and whether on an employment or
contractual or honorary basis or otherwise and whether paid or
unpaid), distributor, contractor, supplier, service provider, agent,
customer and business partner of the Company and/or any of its
subsidiaries, who, at the sole determination of the board of directors
of the Company, have contributed to the Company and/or any of its
subsidiaries (“Eligible Participants”). The Share Option Scheme was
adopted on 24 November 2011 and, unless otherwise terminated by
the shareholders or the board of directors of the Company, will
remain in force for 10 years from the adoption date.

The total number of shares which may be issued upon exercise of all
options to be granted under the Share Option Scheme and any other
share option schemes of the Group must not, in aggregate, exceed
10% of the issued ordinary shares of the Company as at the listing
date of the Company or the date of shareholders’ approval of a
refreshment of such limit in a general meeting of the Company
(“Scheme Limit”). The Scheme Limit was refreshed pursuant to an
ordinary resolution passed by the shareholders at the annual general
meeting of the Company held on 28 June 2017 and the Scheme Limit
as refreshed is 362,880,000 ordinary shares, which represents 10% of
the issued ordinary shares of the Company as at the date of this
annual report. The maximum aggregate number of ordinary shares
which may be issued upon exercise of all outstanding options granted
and yet to be exercised under the Share Option Scheme and any other
share option schemes of the Group must not exceed 30% of the
issued ordinary shares of the Company from time to time.

Unless approved by the shareholders of the Company, the total
number of shares issued and to be issued upon exercise of the
options granted to each Eligible Participant (including both exercised
and outstanding options) in any 12-month period must not exceed
1% of the issued share capital of the Company.

3. URDAERNAR

8 At AT 2

A EE e et & ([BE IR ARt 81 )
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SHARE OPTION SCHEME (Cont’d)

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are subject
to approval by all the independent non-executive directors (excluding
any independent non-executive director who is the grantee of the
options). In addition, any share options granted to a substantial
shareholder or an independent non-executive director of the
Company, or to any of their associates, in excess of 0.1% of the total
issued share capital of the Company on the date of offer and having
an aggregate value (based on the price of the Company’s shares on
the date of the grant) in excess of HK$5 million, in any 12-month
period, are subject to shareholders’ approval in a general meeting.

The offer of grant of an option shall remain open for acceptance for
such period as determined by the board of directors of the Company,
which period shall not be more than 14 days from the date of the
offer. Upon acceptance of the offer, the grantee shall pay HK$1.00 to
the Company by way of consideration for the grant.

An option may be exercised in whole or in part at any time during a
period as may be specified by the board of directors of the Company,
the expiry date of such period not to exceed 10 years from the date
of grant of the option. Unless otherwise determined by the board of
directors of the Company, there is no general requirement on the
minimum period for which an option must be held or any
performance targets which must be achieved before an option can be
exercised.

The exercise price of the share options is determinable by the
directors, but may not be less than the highest of (i) the closing price
of the Company’s shares on GEM as stated in the Stock Exchange's
daily quotation sheet on the date of the offer of the share options; (ii)
the average closing price of the Company’s shares on GEM as stated
in the Stock Exchange’s daily quotation sheet for the five trading days
immediately preceding the date of the offer; and (iii) the nominal
value of the Company’s shares on the date of the offer.

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

No options have been granted under the Share Option Scheme since
its inception.
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Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)
For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

33. SHARE-BASED PAYMENTS (Cont‘d)
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 #HE-ZT - NF+-_A=1T—HIFE

34. NOTES TO THE CONSOLIDATED STATEMENT 34. i H e RERME
OF CASH FLOWS

RECONCILIATION OF LIABILITIES ARISING FROM FINANCING
ACTIVITIES

MEETHMELRBEZHE

TRBINASERELTDAELRB CE
PF BERRERFRASEH - BRER
PRELANEERAERECRHLERK
AenBReRNAEBGEARRERERS
BRBERDNRERENAL -

The table below details changes in the Group’s liabilities arising from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are those for which cash
flows were, or future cash flows will be, classified in the Group's

consolidated statement of cash flows as cash flows from financing

activities.

Lease
Interest-bearing liabilities
loans (note 28) Total
HEERE
HEER (Pt £28) ook
HKS$ HK$ HK$
T &I T
At 1 January 2018 R-ZZE—-NE—A—H 156,446,578 — 156,446,578
Repayment B (150,000,000) — (150,000,000)
Interest paid EENEVE) (8,029,424) — (8,029,424)
Interest expenses (note 12) A B % (Bt 512) 1,582,846 — 1,582,846
At 31 December 2018 RZF-\F+=ZRA=+—H — — —
Impact of adopting HKFRS 16 PR B 78 B 75 3 5 E R 165 /Y
24 — 6,470,205 6,470,205
Restated opening balance under R=ZT—NF—A—BREBBH
HKFRS 16 as at 1 January 2019  #53R&ERIF 165 =5 F 44 — 6,470,205 6,470,205
Payments O — (5,053,208) (5,053,208)
Interest paid BRFE — (187,051) (187,051)
Interest expenses (note 12) B (HE12) — 187,051 187,051
At 31 December 2019 RZE-NF+=ZA=+—H — 1,416,997 1,416,997
Analysed by: P
At 31 December 2019 RZFE-NF+=-RA=+—H
— Lease liabilities — HEER — 1,416,997 1,416,997

At 31 December 2018

— Principal

— Accrued interest (grouped
in other payables)

RZE-N\F+-_A=+—H
— K&
— BB (BAEAM

R FRR)

F-EREREBEERAR —FT-NFFH



\

Notes to the Consolidated Financial Statements %7 & B4 7% 38 75 MY 2T (continued &)

For the year ended 31 December 2019 #HZ_T - NF+_A=+—HILFE

35.

36.

CONTINGENT LIABILITIES

At 31
contingent liabilities:

December 2019, the Group had the following significant

The Group’s external legal counsel advised that the Group’s loan
agreements which involve charging an interest rate at a rate more
than 48%, but less than 60% per annum shall be presumed to be
extortionate and such portion of extortionate interest is potentially
unenforceable as determined by the court. Subject to the court's
this
presumption may be rebutted if the court, having regard to all

consideration of facts relevant to individual borrowers,
circumstances, is satisfied that such rate is not unreasonable or unfair.
As at 31 December 2019, the Group’s maximum exposure to such
legal risk comprised its aggregate loans receivable of approximately

HK$15.86 million (2018: HK$11.21 million).
OPERATING LEASE ARRANGEMENTS
(A) AS LESSOR:

At 31
premises to third parties under operating lease arrangements.

December 2018, the Group did not lease out any

(B) AS LESSEE:

During the year ended 31 December 2018, the Group leased
office premises under operating lease arrangements with
negotiable lease terms ranging from two to three years. The
rentals were fixed over the lease terms and did not include

contingent rentals.

At 31 December 2018, the Group had total future minimum
lease payments payable under a non-cancellable operating lease
as follows:

35.

36.

HAREE

RZE-NF+-_A=+—0 Kx&E%E
BUTEARREE
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e WEAEEZREAFENERARBENS
ERMBBRZEEMNERFEILIFETE
B AAF A#EEA FERE - R=F
—NE+—A=+—8 AEBEEZE
ERBNEESEAEE FHERANER
B 4858 415,860,000/ T (=& — )\ F
11,210,0005% 7T) °

REROZH
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2018

—T—)N\F

HK$

ST

Within one year —FR 5,240,258
In the second to fifth year, inclusive E_ZRF (REEEMF) 1,426,581
6,666,839
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Notes to the Consolidated Financial Statements %3S 87 5% 3 2% MY 5T (continuea #)
For the year ended 31 December 2019 B EZE=—T—NF+_A=+—HIFE

37. RELATED PARTY TRANSACTIONS

The Group had paid compensation to key management personnel
during the year as follows:

37.

BELTXZ

FRAREEMEZEEEAS X H B0
TR ¢

—E—-AhE —T—)N\F

HK$ HK$
T T

Short term employee benefits including RHEERT

salaries, bonuses, paid annual leaves (BEFe 764 AFHFFR
and sick leaves K w R) 4,115,167 7,363,692
Post-employment benefits & B RINEF 224,033 249,313
4,339,200 7,613,005

38. EVENT AFTER THE REPORTING PERIOD

After the outbreak of Coronavirus Disease 2019 (“COVID-19
outbreak”) in early 2020, a series of precautionary and control
measures have been and continued to be implemented across the
country/region. The Group will pay close attention to the development
of the COVID-19 outbreak and evaluate its impact on the financial
position and operating results of the Group. As at the date on which
this set of financial statements were authorised for issue, the Group
was not aware of any material adverse effects on the financial
statements as a result of the COVID-19 outbreak.

38.
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Financial Summary 84 #%EE

A summary of the financial results and the assets, liabilities and equity of the
Group for the last five financial years, as extracted from the Group’s audited
financial statements and restated as appropriate, is set out below. This
summary does not form part of the audited financial statements.

FINANCIAL RESULTS

BEASEKEZYBREENEEREYREF
ERAEENVBEEAREE ABERERILEF
HEEBEINBENT - ABEY MEREERY
BHEN—HD -

IR

Revenue, other income and Wi - EA A K
other gains and losses Hilas kEE 100,123,307 133,660,098 81,191,777 68,404,224

(Loss)/profit before income tax K FrE %0 (&18)

gl 31,599,901 64,176,447 40,774,144 29,498,918

Income tax credit/(expense) FrEBEe,/ (FAX) (5,674,308)  (11,270,017) (7,127,652) (4,626,212)
(Loss)/profit for the year FR(EE)/EF 25,925,593 52,906,430 33,646,492 24,872,706
(Loss)/profit and total UTALEWSEBE),

comprehensive income wmARZEEA

attributable to: Pk
Owners of the Company NGIE- =D 25925593 53,177,690 33,646,492 24,872,706
Non-controlling interests FEERER — (271,260) — —

ASSETS, LIABILITIES AND EQUITY

EE -BEKRES

Total assets EERE 995,618,539 1,140,494,151 1,023,527,303 488,912,017
Total liabilities BEAE (3,170,589) (174,601,381)  (98,115,879)  (12,746,179)

992,447,950 965,892,770 925,411,424 476,165,838

Equity attributable to owners of AR A AT HEE

the Company 992,447,950 965,892,770 925,411,424 476,165,838

FIRST CREDIT FINANCE GROUP LIMITED  Annual Report 2019
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