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

GEM has positioned as a market designed to accommodate
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. The
greater risk profile and other characteristics of GEM mean
that it is a market more suited to professional and other
sophisticated investors.

Given the emerging nature of companies listed on GEM,
there is a risk that securities traded on GEM may be
susceptible to high market volatility than securities traded
on Main Board and no assurance is given that there will be a
liquid market in the securities traded on GEM.

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

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

Percentage
2019 2018 Change
“Z-NE ZE-N\F BE

RMB'000 RMB'000

ARETR ARETT
Revenue Wiz 68,125 60,409 12.8%
Profit before taxation BR %% A A 26,453 22,958 15.2%

Profit for the year and attributable to owners of X7 & B A JE 1 4 7 %

the Company 16,873 16,945 (0.4%)
EBITDA BME B ERBHART 42,570 35,369 20.4%
Proposed final dividend per share (HK cents) BRERRSRS (BWL) 3 Nil N/A
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Dear Shareholders,

On behalf of the board of directors (the “Board”) of Ziyuanyuan
Holdings Group Limited (the “Company”), | am pleased to present
the annual report of the Company and its subsidiaries (collectively,
the "Group”) for the year ended 31 December 2019.

OVERVIEW

The shares of the Company (the “Shares”) were successfully listed
(the “Listing”) on the GEM of The Stock Exchange of Hong Kong
Limited (the “Stock Exchange”) on 9 July 2018. The Group is
principally engaged in providing equipment-based finance leasing
services to small and medium-sized enterprises (“SMEs"”) customers
in medical device, printing and logistics industries in the People’s
Republic of China (the “PRC").

By leveraging on the Group’s experience accumulated and
operating expertise in the two industries of printing and logistics,
as well as its practical understanding about the characteristics
and needs of the SMEs customers, in addition to the smooth loan
approval process, the Group has successfully expanded its customer
base by grasping the growth and financing needs of the finance
leasing market for the printing and logistics in the PRC, which
together with the provision of finance leasing services by the
Group to the medical device industry since October 2018, realised
a continuous growth of revenue and operating profit. As at 31
December 2019, the Group provided services for approximately
657 SMEs customers in the printing, logistics and medical device
sectors across 30 provinces, cities and autonomous regions in the
PRC.
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CHAIRMAN'S STATEMENT
EREHRE

PROSPECTS

Since the outbreak of the novel coronavirus pneumonia epidemic at
the beginning of 2020, the Group has taken a proactive approach
and adopted various anti-epidemic measures to protect the safety
and health of employees as top priority. At the same time, the
postponed resumption of production and related epidemic control
have adversely affected the Group's business. The Group is taking
proactive measures and making active responses in an effort to
minimise the losses caused by the epidemic. After the epidemic,
the medical field will be a new economic breakthrough with
significant value-added potentials. The Group initiated pre-emptive
deployment of medical device leasing and related fields in order to
snatch pioneer opportunities and support the industrial upgrade of
the medical industry.

In the current market environment of the PRC, SMEs face
challenges on the path of development due to high operational
and financing costs. In recent years, the People’s Bank of China
enhanced its policy support to major fields including SMEs and
fragile aspects of domestic economy and devoted greater effort
in procuring financial institutions to provide proactive support to
the financing of SMEs, all of which gave supportive measures to
the finance leasing industry. The scale and number of SMEs in the
PRC are gigantic and yet the finance leasing market got off to a
late start. Along with the development of the financing lease and
increasing demand in the financing market, the penetration of
finance lease has been deepening constantly, paving the way of a
promising outlook of the finance leasing market in the PRC.

The traditional finance leasing mode will limit the Group to further
develop due to the constraint of industry scale and the high cost
of travelling expenses. Development towards fintech has become
a trend. By leveraging on the Group’s accumulated experience in
finance leasing and integration with the Fintech, the Group has
successfully realized resource integration and mode innovation as
well as the upgrading development of the industry model. During
2019, the Group has strongly transformed its finance leasing from
traditional to a technological one, which is nearing completion.
The business system, with the full efforts of the Group, is expected
to be launched in the second quarter of 2020. The system can
realize its core functions such as online finance leasing, industry
information and information inquiry. It also has independent
intelligent property right. The business system combines online
with offline business to form a full-closed loop, which significantly
improves the overall competitiveness of the Group.
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The Group also plans to co-operate with the fellow subsidiaries to
build a service platform, with the precise positioning of “medical
industry plus Internet” during 2020. The Group are taking a
series of high-tech action, big data, cloud computing, blockchain,
intelligent terminal, to build an integrated industries Internet
service based on financial service, asset transactions, industries
training, medical alliances and value-added services of upstream
and downstream industrial chain. It is a multi-dimensional and
intelligent dynamic risk control system to create an ecological
win-win circle for the entire industrial chain. Through the sharing
economy model, it provides a full range of high precision inclusive
services for the whole industries, so as to optimize the allocation of
resources, improve the ability of overall finance leasing service to
the industrial chain, bring deep reform to the entire industries as
well as promote the healthy growth of domestic SMEs.

ACKNOWLEDGEMENT

On behalf of the Board, | would like to express sincere appreciation
to the support and trust of our Shareholders, banks, customers and
business partners. | would also like to express heartfelt gratitude to
the effort and contribution of our staff members. In appreciation of
the support and loyalty of the Shareholders, the Board is pleased to
recommend the payment of a final dividend of HK3 cents per share
of the Company for the financial year 2019.

Zhang Junshen
Chairman and Chief Executive Officer

Hong Kong, 23 March 2020
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWE D

BUSINESS REVIEW

The Group is principally engaged in providing equipment-based
finance leasing services to SMEs customers in the medical device,
printing and logistics industries in the PRC. During the year ended
31 December 2019, the Group has been focusing on providing
finance leasing services to the medical device, printing and logistics
industries in various provinces, municipalities, and autonomous
regions in the PRC, where the Group has established connections
with industry players and gained operational expertise. The finance
lease offered by the Group comprises direct finance leasing and
sale-leaseback.

The diversified customer base of the Group consisting of SMEs
customers in the target industries of medical device, printing and
logistics in the PRC has also been growing. The Group provided
services to approximately 657 (2018: 315) SME customers in these
three industries across 30 (2018: 27) provinces, municipalities and
autonomous regions in the PRC as at 31 December 2019.

FINANCIAL REVIEW

Revenue

The Group's revenue was principally derived from finance leasing
income for the provision of finance leasing services to its customers
in medical device, printing and logistics industries in the PRC.
During the year ended 31 December 2019, the Group’s revenue
increased by approximately RMB7.7 million or approximately 12.8%
to approximately RMB68.1 million (2018: approximately RMB60.4
million). Revenue from the printing industry continues to be the
largest revenue contributor of the Group. The increase in revenue
derived from the printing industry during the year ended 31
December 2019 was mainly attributable to the increasing demand
for printing equipment in the PRC and the Group's efforts in
securing new customers in this industry. In addition, the increase
in revenue was also attributable to the Group having started the
operation of medical device industry since October 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other gains and losses

Other gains and losses include primarily gain on sales of finance
lease receivable, gain on disposal of investments in an associate
and net foreign exchange gain and loss. Other gains and losses
increased from approximately RMB1.1 million for the year ended
31 December 2018 to approximately RMB1.3 million for the
year ended 31 December 2019. The increase was mainly due
to (i) gain on sales of finance lease receivable to a third party
increased from approximately RMBO0.4 million for the year ended
31 December 2018 to approximately RMB1.0 million for the year
ended 31 December 2019; and (ii) gain on disposal of investments
in an associate of RMBO0.3 million was recorded in year ended
31 December 2019, which offsetting net foreign exchange loss
of RMBO.1 million recorded in year ended 31 December 2019
compared with a net foreign exchange gain of RMBO0.7 million
recorded in year ended 31 December 2018 generated from most
of the actual net proceeds of HK$45.6 million from the share offer
exchanged to RMB for the operations in the PRC.

Staff cost

Staff costs include primarily Directors’ remuneration, employee
salaries, allowances and other staff benefits as well as employee
retirement benefits scheme contributions. Staff costs increased
from RMB8.3 million for the year ended 31 December 2018 to
approximately RMB13.8 million for the year ended 31 December
2019. Such increase was mainly attributable to the increase in head
count and staff salaries for existing staff. The significant increase
in the number of staff was mainly dealing with the operation of
medical device industry and overseeing the corporate governance.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmR DM

Impairment losses on under expected credit loss (“ECL")
model, net of reversal

The Group is not required to provide general provisions as
commercial banks and other financial institutions which the
China Banking Regulatory Commission regulates. The provisioning
policies are based on the applicable accounting standards. The
management assesses the measurement of ECL in relation to
finance lease receivable and loan receivables. In determining the
impairment of finance lease receivable and loan receivables, the
management considers shared credit risk characteristics including
industry types, historical past due information and lessees’
creditworthiness for grouping, and assesses credit losses based on
internal credit rating and on a forward looking basis with the use
of appropriate models and assumptions relate to the economic
inputs and the future macroeconomic conditions.

During the year ended 31 December 2019, an additional
impairment loss of approximately RMB2.9 million (2018: RMB2.8
million) was recognised primarily due to an increase in impairment
allowance as a result of an increase in finance lease receivable and
loan receivables due to the business growth.

Listing expenses

Listing expenses comprised professional and other expenses in
relation to the Listing. The Shares were successfully listed on the
GEM of the Stock Exchange on 9 July 2018 (the “Listing Date")
and hence no listing expenses were incurred for the year ended 31
December 2019 (2018: approximately RMB4.9 million).
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MANAGEMENT DISCUSSION AND ANALYSIS

Other operating expenses

Other operating expenses include primarily sales and marketing
expenses, depreciation of right-of-use assets and other expenses.
Other operating expenses increased from approximately RMB10.4
million for the year ended 31 December 2018 to approximately
RMB13.3 million for the year ended 31 December 2019. The
increase was mainly due to the increase in (i) depreciation of
right-of-use assets; and (ii) staff costs recognised as research
and development cost for developing the online platform for the
finance leasing business for the year ended 31 December 2019.

Finance costs

Finance costs consist of (i) interest incurred on financial liability
arising from repurchase agreements; (ii) imputed interest expense
on interest-free deposits from finance lease customers; (iii) interest
on bank borrowing; and (iv) interests on lease liabilities. Finance
costs increased from approximately RMB12.2 million for the year
ended 31 December 2018 to approximately RMB13.0 million for
the year ended 31 December 2019. The increase was mainly due
to (i) the interest on bank borrowing increased from approximately
RMB1.5 million for the year ended 31 December 2018 to
approximately RMB4.4 million for the year ended 31 December
2019; and (ii) the interests on lease liabilities of approximately
RMBO.5 million for the year ended 31 December 2019 as a result
of adoption of Hong Kong Financial Reporting Standard 16, which
offsetting imputed interest expense on interest-free deposits from
finance lease customers decreased from approximately RMB10.3
million for the year ended 31 December 2018 to approximately
RMB8.1 million for the year ended 31 December 2019 as a result
in the reduction in the amount of deposits from finance lease
customers.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWE D

Taxation
The PRC enterprise income tax rate applicable to the Group’s
subsidiaries is 25%.

Taxation increased from approximately RMB6.0 million for the year
ended 31 December 2018 to approximately RMB9.6 million for
the year ended 31 December 2019. The increase was mainly due
o (i) the operating profits from the PRC subsidiaries of the Group
increased for the year ended 31 December 2019 as compared to
the corresponding period in 2018 and the relevant PRC Enterprise
Income Tax increased from approximately RMB6.2 million for the
year ended 31 December 2018 to approximately RMB8.0 million
for the year ended 31 December 2019; and (i) the deferred tax
expense of approximately RMB2.0 million withheld under the
provisions of the PRC tax law with respect to the distribution of
dividends to foreign investors by the PRC subsidiary of the Group
for the year ended 31 December 2019 (2018: Nil).

Profit for the year attributable to owners of the Company
For the years ended 31 December 2019 and 2018, the Group's
profit and total comprehensive income attributable to owners of
the Company was approximately RMB16.9 million and RMB16.9
million, respectively. The slight decrease of profit and total
comprehensive income attributable to owners of the Company for
the year ended 31 December 2019 was mainly attributable to an
increase in staff costs, other operating expenses and withholding
tax of 10% imposed on dividends declared in respect of profits
earned by the subsidiaries in the PRC which offsetting an increase
in revenue and a decrease in listing expenses as compared to the
corresponding period in 2018.

LIQUIDITY, FINANCIAL RESOURCES AND
FUNDING

As at 31 December 2019, the cash and cash equivalents were
approximately RMB22.3 million (2018: approximately RMB25.0
million). The working capital (current assets less current liabilities)
and total equity of the Group were approximately RMB172.6
million (2018: approximately RMB174.0 million) and approximately
RMB300.3 million (2018: approximately RMB283.4 million),
respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS

As at 31 December 2019, the Group’s bank borrowings with
maturity within one year amounted to approximately RMB56.2
million (2018: RMB30.1 million).

As at 31 December 2019, the gearing ratio was approximately
15.8% (2018: 9.6%), which is calculated as bank borrowings
divided by total equity plus bank borrowings. Such increase
was mainly due to an increase in bank borrowings for business
expansion.

CAPITAL STRUCTURE

The Shares were successfully listed on the GEM of the Stock
Exchange on 9 July 2018. There has been no change in the capital
structure of the Group since then. The share capital of the Group
only comprises ordinary Shares.

As at 31 December 2019, the Company’s issued share capital was
HK$40,000,000 and the number of its issued ordinary Shares was
400,000,000.

FOREIGN EXCHANGE EXPOSURE

The Group’s income and expenditure during the year ended
31 December 2019 were principally denominated in RMB, and
most of the assets and liabilities as at 31 December 2019 were
denominated in RMB. The Group did not experience any material
impact or difficulties in liquidity on its operations resulting from
the fluctuation in exchange rate, and no hedging transaction or
forward contract arrangement was made by the Group during the
year ended 31 December 2019.

CAPITAL COMMITMENTS
As at 31 December 2019, the Group had capital commitments of

RMB4.0 million in respect of the acquisition of office equipment
and leasehold improvement (2018: Nil).

CHARGES ON THE GROUP’S ASSETS

As at 31 December 2019, no asset of the Group was pledged
as a security for bank borrowing or any other financing facilities
(2018: finance lease receivable with an aggregate carrying value
of approximately RMB57.3 million were pledged to a bank in the
PRC).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWmR DM

SIGNIFICANT INVESTMENT, MATERIAL
ACQUISITION AND DISPOSAL OF
SUBSIDIARIES

During the year ended 31 December 2019, the Group did not have
any significant investment, material acquisition nor disposal of
subsidiaries and affiliated companies.

FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

Save as disclosed in the Company’s prospectus dated 25 June 2018
(the “Prospectus”) and in this annual report, the Group did not
have other future plans for material investments or capital assets.

CONTINGENT LIABILITIES

As at 31 December 2019, the Group did not have any significant
contingent liabilities (2018: Nil).

HUMAN RESOURCES

As at 31 December 2019, the Group had 56 employees (2018: 48
employees) with total staff cost of approximately RMB15.1 million
incurred for the year ended 31 December 2019 (2018: RMB8.3
million). The employees retirement benefit expense incurred during
the year ended 31 December 2019 was approximately RMBO0.8
million (2018: RMBO0.6 million). As required by the applicable laws
and regulations, the Group participates in various employee social
security plans for our employees that are administered by local
government. The Group’s remuneration policy rewards employees
and Directors based on individual performance, demonstrated
capabilities, involvement, market comparable information and the
performance of the Group. The Group improves the professional
skills and management level of its employees through internal and
external training. To ensure that the Group attracts and retains
competent staff, remuneration packages are reviewed on a regular
basis. Performance bonuses are offered to qualified employees
based on individual and the Group's performance. The Group did
not experience any material labour disputes during the year ended
31 December 2019.
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFN WK D

COMPARISON OF BUSINESS OBJECTIVES EBREEHEREKRER 2R

WITH ACTUAL BUSINESS PROGRESS

The following is a comparison of the Group's business objectives as NTAERBRERAHEAEE EKEZHEAN
set out in the Prospectus with the Group's actual business progress SEBsLtTARAMEEE T —NLF+=A
for the period from the Listing Date up to 31 December 2019: St HHBRZEREBERLE:

Business objectives as set out
in the Prospectus

ERERFMEZEKBR

Actual business progress for the period from the
Listing Date up to 31 December 2019
BLTHHEEE-ZE—AF+-A=+—HHBHZ
EREBER

Further strengthen our market position and
expand our business in our target industries
in the PRC

# — 2 pnog T API B9 T 35 b 5 37 4% 78 B AP
BRRITETHNER

Further strengthen our risk management
capabilities and enhance our OA system
HE— P SR AP B LR B IR AR ) AR T FAFIEY

OAZ &t

Explore our new target industries for strategic
development in the PRC
ERBERZHMEBTRETRBEER

The Group has injected capital of RMB40.4 million in aggregate
from the proceeds of Share Offer (defined below) to the
existing finance leasing business in the PRC printing and
logistics industries

AEBEEBRMBEE (FERTX)ZEREREF B ER &
MRITENREREHEXRIESHARKIWLIESE T

The Group had set up a northern PRC operation center in
Beijing and an eastern PRC operation center in Hangzhou
REEE AL RR P B L Ff & 5&E i O RN R 32 A B R AP
EEPD

The Group has recruited several talented and professional
personnel to handle the expansion of business

AEECHEEETATRZEXRABUENEHER

OA System was upgraded to closely monitor our customers’
business operations and financial performance

OARBMERITUENEREP 2 XK EERMBREA

The Group has provided training to the staff to enhance the
knowledge in risk management
AREBE B8 THRMEEIIALE R B & 12 &5

The Group provided finance leasing services to over 400
customers in the new medical device industry
AREED ABEBIEFBRSMITREPRHBEBERK

The Group has provided training to employees in relation to
the new medical device industry and the knowledge in risk
management relevant to this industry
AEBCEREIREEUNERSBMITENIFTIIAREZITE
AR R &Y R\ B 3R R Bk
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MANAGEMENT DISCUSSION AND ANALYSIS

EEEFNWE D

USE OF PROCEEDS FROM THE LISTING

The Shares were listed on GEM on 9 July 2018 (the “Share
Offer”). The actual net proceeds from the Share Offer, after
deducting commissions and expenses borne by the Company in
connection with the Share Offer, were approximately HK$45.6
million (the “Actual Net Proceeds”), which were lower than the
estimated figure as stated in the Prospectus. Thus, the Company
applied the Actual Net Proceeds on the same implementation
plans as disclosed under the section read “Future Plans and Use
of Proceeds” in the Prospectus but with monetary adjustments to
each implementation plans on a pro-rata basis. The table below
sets out the adjusted allocation and the actual usage of the Actual
Net Proceeds up to 31 December 2019.

LHRERERR

BN —FE—-N\FLANBEGMLET (K
BBRE] - BHBENERMEREFE
(RIEA R BB B EAEN M E M
IR /mAseEEABT ([BBRABREZ
B IREBEREEMHEMGTEHT -Hit-
ARABBERMAFHRIBFRRANBRER
[ R B RABHRIAERE | — & EAR
Eigata BRUPIHESERASIMESR
B TRFIEE_ZT-NF+A=1+—
HERMERBEFENEAERIESTARE
PR &

Adjusted Actual Unused
allocation of usage of balance of
the Actual the Actual the Actual
Net Proceeds Net Proceeds Net Proceeds
ERB
REFEH ERRE ERmE
FCERE HEFEH REFEZ
Use of proceed FrERERAR ABAR ERAE ABRES
HK$'000 HK$'000 HK$'000
AT FET TET
Developing the Group's existing finance lease ~ ZEAEE £ B IR L WiRITER
business in the PRC printing and RERMEHEEER
logistics industries 40,402 40,402 -
Expanding the Group's business in these two BB R RSB RAEEE
industries in the northern and eastern parts of LA {ETER £
the PRC 3,146 2,087 1,059
Exploring the new target industries of BAEERERELERARTN
the Group's finance lease business BETE 1,003 660 343
General working capital —REEES 1,049 1,049 -
45,600 44,198 1,402
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND SENIOR MANAGEMENT

EXECUTIVE DIRECTORS

Mr. Zhang Junshen (“Mr. Zhang”) aged 33, was appointed
as a Director on 28 October 2016 and was redesignated as
Executive Director on 13 January 2017. He is also the chairman
of the Board, the chief executive officer, the chairman of the
nomination committee, the compliance officer and the director
of certain subsidiaries of the Company. He is responsible for
strategic planning, operation planning and overall management
of the Group. Mr. Zhang is vice president of Shenzhen Federation
of Young Entrepreneurs*, a committee member of the Eighth
Committee of Shenzhen Federation of Youth*, and was elected
in 2015 as a deputy to the Sixth Municipal People’s Congress of
Shenzhen*. Mr. Zhang has approximately ten years of experience
in general corporate management and approximately five years of
experience in finance leasing industry.

Mr. Zhang graduated from the University of Texas at Arlington
in the United States with an executive master of business
administration degree in December 2014.

Mr. Zhang Junwei, aged 32, was appointed as a Non-executive
Director on 13 January 2017 and was redesignated as our Executive
Director on 9 November 2018. He is also a member of the
remuneration committee and the director of certain subsidiaries of
the Company. He is responsible for the overall business operation,
business development and overall management of the Group.
Mr. Zhang Junwei has approximately ten years of experience in
general corporate management and investments. Mr. Zhang Junwei
conducts review on the risk management policies and measures
and oversees the relevant implementation conducted by different
departments.

Mr. Zhang Junwei obtained a diploma in industrial and operations
management from Republic Polytechnic in Singapore in May 2011.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND SENIOR MANAGEMENT

EENGREEEBEFE

NON-EXECUTIVE DIRECTOR

Mr. Lyu Di (“Mr. Lyu”), aged 33, was appointed as our
Non-executive Director on 15 August 2019. He is also a member of
our audit committee. He is responsible for the project investments
and capital market operations of our Group. Mr. Lyu has over
seven years of experience in investments and capital market.
From December 2014 to May 2019, Mr. Lyu worked at Shenzhen
Qianhai Black Swan Asset Management Company Limited with
his last position as fund manager. He worked at Huatai Jinkong
Investment Consulting (Shenzhen) Co Ltd* from October 2013 to
November 2014 with his last position as an analyst and he was also
a representative in Type 4 (advising on securities) regulated activity
under the Securities and Futures Ordinance (Cap. 571, Laws of
Hong Kong) (the “SFO") at Huatai Financial Holdings (Hong Kong)
Limited from March 2014 to November 2014.

Mr. Lyu graduated from Deakin University with a Bachelor of
Commerce degree, majoring in finance in October 2010. He further
obtained a Master of Commerce degree majoring in finance and
banking from the University of Sydney in October 2012.

INDEPENDENT NON-EXECUTIVE DIRECTORS
Mr. Chan Chi Fung Leo (“Mr. Chan”), aged 41, was appointed
as an Independent Non-executive Director on 12 June 2018. He
is also the chairman of the audit committee and a member of the
nomination committee and remuneration committee. Mr. Chan
is responsible for providing independent advice to our Board. Mr.
Chan has over 15 years of experience in finance and accounting
industry. He also has extensive knowledge and expertise on capital
markets transactions (such as initial public offerings, and merger
and acquisitions). Since October 2017, Mr. Chan has been the
responsible officer and managing director of Red Solar Capital
Limited, a company providing advisory services on corporate
finance. From May 2016 to October 2017, Mr. Chan was the
managing director of LY Capital Limited. Since August 2017, Mr.
Chan has been an independent non-executive director of Sisram
Medical Ltd, the shares of which is listed on the main board of the
Stock Exchange (stock code: 1696).
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND SENIOR MANAGEMENT

Mr. Chan obtained his bachelor’s degree in business administration
from the Hong Kong University of Science and Technology in Hong
Kong in November 2001. Mr. Chan has been a member of HKICPA
since October 2005.

Mr. Li Zhensheng (“Mr. Li”), aged 42, was appointed as an
Independent Non-executive Director on 12 June 2018. He is also
the chairman of our remuneration committee, and a member
of the nomination committee and the audit committee. Mr. Li is
responsible for providing independent advice to the Board. Mr. Li
has more than 15 years of experience in finance, private equity
investment and asset management industry. Since February 2015,
Mr. Li has been the executive director of Shenzhen Haishi Group
Co., Ltd.* and the director and chief executive officer of Shenzhen
Haishi Fund Management Co., Ltd.*. Since June 2016, Mr. Li has
been the chairman of Shenzhen Qianhai Mingsheng Information
Consulting Co., Ltd.* and the chairman of Shenzhen Qianhai
Pengze Private Equity Fund Management Co. Ltd.* since October
2014.

Mr. Li has been registered as Chinese Registered Career Manager
with China Enterprise Evaluation Association since May 2006. Mr.
Li obtained a bachelor’s degree of international finance from the
Guangdong University of Foreign Studies in the PRC in June 2000.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND SENIOR MANAGEMENT

EEREREEEBEAE

Mr. Chow Siu Hang (“Mr. Chow"), aged 43, was appointed
as an Independent Non-executive Director on 12 June 2018. Mr.
Chow is responsible for providing independent advice to our Board.
Mr. Chow has approximately 20 years of experience in finance
and accounting industry. He also has extensive knowledge and
expertise on capital market transactions including initial public
offerings, financial advisory, and merger and acquisitions. All his
experience in the corporate finance market and investment banking
enables him to support the Group’s operations through providing
advice on funding solutions and their intended applications, and
to assist the Group in formulating our overall business strategies
and development plan. Since April 2018, Mr. Chow has been the
managing director of Essence Corporate Finance (Hong Kong)
Limited. Mr. Chow also worked at Celestial Capital Limited and
his last position was managing director and head of investment
banking group. Since October 2019, Mr. Chow has been an
independent non-executive director of Yincheng Life Service CO.,
Ltd., the shares of which is listed on the main board of the Stock
Exchange (stock code: 1922).

Mr. Chow has been a fellow member of HKICPA and the
Association of Chartered Certified Accountants. Mr. Chow obtained
his bachelor’s degree in accountancy from the City University of
Hong Kong in November 1998.

SENIOR MANAGEMENT

Ms. Li Xiangying (“Ms. Li"”), aged 43, is the joint chief financial
officer of the Group. Ms. Li joined the Group in September
2014 and worked as the chief financial officer of Ziyuanyuan
(Shenzhen) International Finance Leasing Company Limited (“ZYY
Finance Leasing”). She is responsible for overseeing the financial
management, internal audit, cost control, budgeting and other
finance-related matters of the Group.

Ms. Li has over 20 years of experience in the finance and
accounting industry. Prior to joining the Group, Ms. Li worked as
the chief financial officer of Shenzhen Suhao from September 2013
to August 2014. From August 1994 to August 2013, Ms. Li worked
at Shenzhen Pengcheng Accountant* and her last position was a
project manager.

Ms. Li obtained a diploma in electronic data processing accounting

from Hengyang Finance and Industry Polytechnic Institute in the
PRC in June 2011.
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BIOGRAPHICAL DETAILS OF THE DIRECTORS AND SENIOR MANAGEMENT

Mr. Wong Kwok San (“Mr. Wong”), aged 38, is the joint chief
financial officer and joint company secretary of the Group. Mr.
Wong joined the Group in September 2018 and is primarily
responsible for overseeing financial reporting, investor relations,
statutory compliance and corporate governance of the Group. Mr.
Wong has over 15 years of experience in auditing and accounting
fields. Prior to joining the Group, Mr. Wong served as the financial
controller and company secretary of Rentian Technology Holdings
Limited (stock code: 0885), a company listed on the Main Board of
the Stock Exchange from October 2014 to July 2018. From October
2007 to April 2014, Mr. Wong worked for Grant Thornton (later
known as JBPB & Company) and then transferred to BDO Limited
with his last position as manager.

Mr. Wong is currently a Certified Public Accountant (Practising) of
the HKICPA and obtained a bachelor of business administration
degree in accounting from Lingnan University in November 2003.

Mr. Mou Peng (“Mr. Mou”), aged 38, is the deputy general
manager and risk director of the Group. He joined the Group in
May 2014 as the deputy general manager and head of the risk
management department of ZYY Finance Leasing. He is responsible
for overseeing customer due diligence and credit assessment,
supervising post-drawdown performance, and formulating risk
management policies and rules of the Group.

Mr. Mou has over nine years of working experience in risk
management. From April 2013 to January 2014, Mr. Mou was the
project director at Shenzhen Zhongxing Supply Chain Management
Limited*. From March 2012 to January 2013, Mr. Mou served as
manager of the integrated management department at Eternal Asia
Supply Chain Management Ltd*, a company listed on Shanghai
Stock Exchange (stock code: 002183). In January 2008, Mr. Mou
started to work at Shenzhen Branch of the Postal Savings Bank of
China Co., Ltd., a company listed on the Stock Exchange (stock
code: 1658) (the “"PSBOC SZ Branch”). In November 2009, he was
promoted to the deputy head of the credit and loan department of
the Xinan Division of the PSBOC SZ Branch, and later left PSBOC SZ
Branch in February 2012.

Mr. Mou obtained a bachelor of business administration degree
from Wuhan University in the PRC in June 2004.
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Mr. Du Dejun (“Mr. Du”), aged 33, is the business development
director of the Group. He joined the Group in 10 August 2014
as project assistant of ZYY Finance Leasing. He is responsible
for assisting the Group’s business development manager in the
supervision of our business development department.

Mr. Du has approximately eight years of experience in sales and
marketing and business development. From December 2013
to June 2014, he worked as an assistant consultant at Qianhai
Equity Exchange (Shenzhen) Company Limited, a regional equity
market operator and an equity and debt financing platform for
SMEs. From December 2012 to May 2013, he worked at Shenzhen
Lingjin Culture Communication Co. Ltd.* (“Lingjin”) as a business
manager of its sales team. From April 2012 to November 2012,
Mr. Du worked at Shenzhen Linghang Financial Management
Consultancy Co. Ltd*, an associated company of Lingjin. From
January 2010 to March 2012, Mr. Du worked as a client manager
at Shenzhen Yazi Advertising Co. Ltd*.

Mr. Du graduated from East China University of Technology, the
PRC with a bachelor’s degree in software engineering in July 2009.
He also completed the advanced training course for specialised
talents* in finance at the School of Economics, Peking University,
the PRC in July 2017.

*  For identification purpose only
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CORPORATE GOVERNANCE REPORT

The Board hereby presents this Corporate Governance Report in the
Company’s annual report for the year ended 31 December 2019.

CORPORATE GOVERNANCE PRACTICES

The Company acknowledges the important roles of its Board
in providing effective leadership and direction to the Group's
business, and ensuring transparency and accountability of the
Company’s operations. The Board sets appropriate policies and
implements corporate governance practices appropriate to the
conduct and growth of the Group’s business.

The Company has applied the principles and code provisions as
set out in Corporate Governance Code and Corporate Governance
Report (the “CG Code”) as contained in Appendix 15 to the
GEM Listing Rules. For the year ended 31 December 2019 (the
“Reporting Period”), the Company adopted and complied with,
where applicable, the CG Code to ensure that the Group’s business
activities and decision making processes are regulated in a proper
and prudent manner.

In the opinion of the Board, other than the deviation from code
provision A.2.1, the Company complied with the provisions of the
CG Code as set out in Appendix 15 to the GEM Listing Rules during
the Reporting Period. Key corporate governance principles and
practices of the Company are summarised below.

A. THE BOARD

A.1 Responsibilities and Delegation

The Board is entrusted with the overall responsibility
for promoting the success of the Company by providing
effective leadership and direction to its business,
and ensuring transparency and accountability of its
operations. The Board reserves its decisions for all major
matters of the Company, including the approval and
monitoring of all policy matters, overall strategies and
budgets, internal control systems, risk management
systems, material transactions (in particular those that
may involve conflict of interests), financial information,
change of Directors, ad hoc projects and other
significant financial and operational matters. The Board
has the full support of the management to discharge its
responsibilities.
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The day to day management, administration and
operation of the Company are delegated to executive
Directors and the senior management. The delegated
functions and work tasks are periodically reviewed.
Approval has to be obtained from the Board prior to
any significant transactions entered into by the above
mentioned officers. All Directors have full and timely
access to all relevant information of the Company,
with a view to ensure that Board procedures and all
applicable rules and regulations in Cayman Islands and
Hong Kong are followed. Each Director is normally able
to seek independent advice in appropriate circumstances
at the Company’s expense, upon making request to the
Board.

In addition, the Board has also delegated various
responsibilities to the board committees of the
Company. Further details of the board committees of
the Company are set out below in this report.

The Board is also responsible for, among others,
performing the corporate governance duties as set out
in the code provision D.3.1 of the CG Code, which
include:

- to develop and review the Group’s policies and
practices on corporate governance and make
recommendations;

- to review and monitor the training and continuous
professional development of the Directors and
senior management;

- review and monitor the Group's policies and
practices on compliance with legal and regulatory
requirements;

- to develop, review and monitor the code of
conduct and compliance manual (if any) applicable
to the Directors and employees; and
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- to review the Group's compliance with the CG
Code and disclosure in the corporate governance
report.

The Company has arranged appropriate liability
insurance coverage for all the Directors, including
company securities, employment practices, regulatory

crisis event, investigation, litigation, tax liabilities and

public relation, etc., which is to be reviewed by the

Board on a regular basis.

The Board has delegated day-to-day operation
responsibility to the management of the Company
under the supervision of the executive Directors and
various Board committees. The delegated functions and
responsibilities are periodically reviewed by the Board.
Approval has to be obtained from the Board prior to any
significant transactions entering into by the foregoing
officers and senior management.

Board Composition

The Board comprised the following Directors during the
year ended 31 December 2019 and up to the date of
this annual report:

Executive Directors
Mr. Zhang (Chairman and Chief Executive Officer)
Mr. Zhang Junwei

Non-executive Director
Mr. Lyu (appointed on 15 August 2019)

Ms. Shen Qingli (“Ms. Shen")
(resigned on 15 August 2019)

Independent non-executive Directors
Mr. Chan

Mr. Li

Mr. Chow

A.2
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The nomination committee of the Company (the
“"Nomination Committee” or “"NC”) ensures the
composition of the Board constitutes a balance of
skills, experiences, qualifications and diversity of
perspective appropriate to the requirements of the
business and development of the Company. The
current Board composition of two executive Directors,
one non-executive Director and three independent
non executive Directors (the "INEDs”) can effectively
exercise independent judgment. The list of all Directors
(by category) is set out under the section headed
“Corporate Information” in this annual report and is
also disclosed in all corporate communications issued
by the Company pursuant to the GEM Listing Rules
from time to time. The INEDs are expressly identified in
all corporate communications of the Company. Except
Mr. Zhang Junwei is the brother of Mr. Zhang, there
is no relationship (including financial, business, family
or other material or relevant relationships) between
the Board members, and in particular, between the
Chairman and the Chief Executive.

During the year ended 31 December 2019, the Board
has at all times met the requirements of the GEM Listing
Rules relating to the appointment of at least three
INEDs with at least one of them possessing appropriate
professional qualifications and accounting and related
financial management expertise as required under the
GEM Listing Rules.
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The participation of INEDs in the Board brings a diverse
range of expertise, skills and independent judgment on
issues relating to the Group's strategies, performance,
conflicts of interests and management process to ensure
that the interests of all Shareholders of the Company
have been duly considered. Each of the INED has
confirmed in writing his independence to the Company
pursuant to Rule 5.09 of the GEM Listing Rules and the
Board considers that all the INEDs are independent.

There is a balance of skills and experience for the
Board, which is appropriate for the requirements
of the business of the Company. The Directors’
biographical information is set out in the section headed
“Biographical Details of Directors” of this annual report.

Save as elsewhere disclosed in this annual report, the
Board members has no financial, business, family or
other material/relevant relationships with each other.

The list of current Directors (by category) is also
disclosed in this annual report and all corporate
communications issued by the Company pursuant to the
GEM Listing Rules from time to time. The Company also
maintains on its website (www.ziyygroup.com) and on
the GEM's website (www.hkgem.com) an updated list of
current Directors (by category) identifying their roles and
functions.
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A.3 Chairman and Chief Executive

The Company had complied with the code provisions in
the CG Code.

Mr. Zhang is the Chairman and Chief Executive Officer
and is responsible for major decision-making and
implementation of business strategies of the Group. The
Chairman also takes the lead to ensure that the Board
works effectively and acts in the best interest of the
Company by encouraging the Directors to make active
contributions to Board's affairs and promoting a culture
of openness and debate.

Code Deviation

In accordance with the code provision A.2.1 of the
CG Code, the roles of chairman and chief executive
officer should be separate and should not be performed
by the same individual. The Board is of the view that
although Mr. Zhang is the Chairman and Chief Executive
Officer of the Company, this structure will not impair
the balance of power and authority between the Board
and the management of the Company. The balance
of power and authority is ensured by the operations
of the Board, which comprises experienced and high
caliber individuals and meets regularly to discuss
issues affecting operations of the Company. The Board
believes that this structure is conducive to strong and
consistent leadership, enabling the Group to make
and implement decisions promptly and efficiently. The
Board has full confidence in Mr. Zhang and believes that
his appointment to the posts of Chairman and Chief
Executive Officer is beneficial to the business prospects
of the Company.
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A.4 Appointment and Re-election of Directors

Each of the executive Directors has entered into a
service agreement with the Company for an initial term
of three (3) years unless terminated by either party by
giving at least three (3) month’s written notice to the
other. The non-executive Director and each of the INEDs
has respectively entered into a letter of appointment
with the Company for an initial term of three (3) years
unless terminated by either party by giving at least three
(3) month’s written notice to the other.

Pursuant to the Article 112 of the Articles of
Association, all the Directors appointed by the Board
to fill casual vacancy shall hold office only until the
next following general meeting of the Company
and shall then be eligible for re-election at such
meeting, therefore, all current Directors will retire at
the conclusion of 2020 AGM and be eligible to offer
themselves for re-election at the 2020 AGM. The Board
and the Nomination Committee of the Company has
recommended the re-election of all the retiring Directors
standing for re-election at the 2020 AGM.

The procedures and process of appointment, re-
election and removal of Directors are laid down in the
Articles of Association. The Company has established a
Nomination and Corporate Governance Committee and
its primary functions are to make recommendations to
the Board regarding candidates to fill vacancies on the
Board and policies/practices on corporate governance
of the Group. Details of the Nomination and Corporate
Governance Committee and its work performed are set
out in the “Board Committees” section below.
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A.5

Induction and Continuous Professional
Development for Directors

Pursuant to Code Provision A.6.5 of CG Code, all
Directors should participate in continuous professional
development to develop and refresh their knowledge
and skills as to ensure that their contribution to the
Board remains informed and relevant.

Each newly appointed Director receives comprehensive,
formal and tailored induction on the first occasion
of his appointment, so as to ensure that he has
appropriate understanding of the Group structure,
Board and Board Committees meetings procedures,
business, management and operations of the Company,
etc. and that he is fully aware of his responsibilities
and obligations under the GEM Listing Rules and
relevant regulatory requirements in the Cayman Islands
and Hong Kong. During the year, all the Directors
participated in the induction program regarding
directors’ responsibilities and obligations under the GEM
Listing Rules conducted by the Company’s legal adviser,
which covered, among other topics, the CG Code, GEM
Listing Rules and directors’ continuing obligations.

All Directors are continually updated with legal and
regulatory developments, and the business and
market changes to facilitate the discharge of their
responsibilities.
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According to the records maintained by the Company,
the Directors received the following training regarding
roles, function and duties of a director of a listed
company or professional skills in compliance with
the new requirement of the CG Code on continuous
professional development during the year and up to the
date of this annual report:
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Besides, the Company keeps circulating information and
materials to develop and refresh Directors’ knowledge
and skills from time to time. All the information and
materials are relevant to the Group’s business, the
economy, corporate governance, rules and regulations,
accounting, financial or professional skills and/or
directors’ duties and responsibilities. There are also
arrangements in place for providing continuing briefing
and professional development to each Director. All
Directors are encouraged to attend relevant training
courses at the Company's expense. The company
secretary is responsible to keep records of training taken
by each Director.
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A.6 Board Meetings
A.6.1 Board Practices and Conduct of Meetings

Pursuant to Code Provision A.1.1 of the CG
Code, the Board should meet regularly and Board
meetings should be held at least four times a year
for reviewing and approving financial statements,
operating performance, budgets, rules and
regulations, announcements and circulars issued
by the Company and considering and approving
the progress of the various on going projects, the
overall strategies and policies of the Company.
Additional meetings would be arranged if and
when required. Annual meeting schedules of each
meeting of the Board and for the audit committee,
nomination committee and remuneration
committee of the Company (the “Committees”)
are normally made available to Directors and
members in advance. Board members are provided
with all agenda and adequate information for
their review at least 14 days before the meetings.
The Board and Board Committees members are
supplied with comprehensive meeting papers and
relevant materials within a reasonable period of
time in advance of the intended meeting date
(in any event no less than 3 days before the date
of the meeting). All Directors and the Board
Committees members are given opportunities to
include matters in the agenda for regular Board
and Board Committees meetings and/or their
meetings, if required. To facilitate the decision
making process, the Directors and the Board
Committees members are free to have access
to the management for enquiries and to obtain
further information, when required.
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After the meeting, draft minutes are circulated
to all Directors and Committees’ members for
comments. Minutes of Board meetings and
meetings of Board Committees are kept by the
company secretary and are available for inspection
by the Directors at all times.

Directors may participate in meetings either
in person or through electronic means of
communications. Directors are free to contribute
and share their views at meetings and major
decisions will only be taken after deliberation at
Board meetings. Directors who are considered to
have conflict of interests or material interests in
the proposed transactions or issues to be discussed
will not be counted in the quorum of meeting
and will abstain from voting on the relevant
resolutions.

A.6.2 Directors’ Attendance Records

The Board meets regularly for reviewing
and approving the financial and operating
performance, and considering and approving the
overall strategies and policies of the Company.
Additional meetings are held when significant
events or important issues are required to be
discussed and resolved.
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During the year and up to the date of this annual
report, the Board convened seven (7) full Board
meetings. The attendance of each Director is as
follows:

RENREEAERALS
EEE ML) BES
ERB - REEIHEER
T :

Number of meetings attended/eligible to attend

LR/ AEREREERNY
Board RC AC NC
Ez¢ pHzse ENZEE RE£Z88
Executive Directors BIES
Mr. Zhang (Chairman and REE (ERROTBER)

Chief Executive Officer) 717 N/A N N/A N 22
Mr. Zhang Junwei REEEE n 22 N/A R FR N/A T B
Non-executive Director FYTES
Mr. Lyu aEE(RZE-n%

(appointed on 15 August 2019)  \A+THBEZT) 33 NA T A Y N/A T
Ms. Shen et (RZZ-N%

(resigned on 15 August 2019) NATRAET) 4/ NA T EfH 33 NA T E A
Independent Non-executive BUKHTES

Directors
Mr. Chan B 17 212 5/5 2/2
Mr. Li TRk 1 22 5/5 22
Mr. Chow BxE 17 N/A A N/A T A N/A i A

Apart from the said meetings, matters requiring
Board approval were arranged by means of
circulation of written resolutions of all Board
members.

All business transacted at the Board meetings and
by written resolutions were well-documented.
Minutes of the Board meetings and written
resolutions are kept by the Company and are
available to all Directors.
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BOARD COMMITTEES

The Board has established three Board Committees,
namely, the audit committee (“Audit Committee” or
“AC"), the remuneration committee (“Remuneration
Committee” or “RC”) and the Nomination Committee,
for overseeing particular aspects of the Company's affairs.
All Board Committees have been established with defined
written terms of reference, which are posted on the GEM's
website at www.hkgem.com and the Company’s website at
www.ziyygroup.com. All the Board Committees should report
to the Board on their decisions or recommendations made.
The practices, procedures and arrangements in conducting
meetings of Board Committees follow in line with, so far as
practicable, those of the Board meetings set out above.

All Board Committees are provided with sufficient resources
to perform their duties and, upon reasonable request, are
able to seek independent professional advice in appropriate
circumstance, at the Company’s expense.

B.1 Remuneration Committee

The Company established the RC pursuant to a
resolution of passed on 12 June 2018 in compliance
with Rule 5.34 of the GEM Listing Rules with written
terms of reference in compliance with the CG Code.
The primary functions of the RC are to (i) make
recommendation to the Board on the remuneration
packages of the Directors and senior management of
the Group, (ii) review performance based remuneration
and (iii) ensure none of the Directors determine their
own remuneration.

The RC comprises a total of three members, namely, Mr.
Li, Mr. Zhang Junwei and Mr. Chan.
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Pursuant to the code provision B.1.5 of the CG Code,
the remuneration of the members of the Board and
the senior management by band for the year ended
31 December 2019 is set out in note 12(b) to the
consolidated financial statements.

Details of the remuneration of each Director and the five
individuals with the highest emoluments in the Group
for the year ended 31 December 2019 are set out in
note notes 12 and 27(a) to the consolidated financial
statements, respectively.

The members of the RC should meet at least once a
year. During the year and up to the date of this annual
report, the individual attendance records of the each
Director at the meeting of the RC is set out on page 36
of this annual report.

Set out below is a summary of the work and related
tasks performed by the RC during the year:

- reviewed the summary of remuneration package
paid to each Directors and senior management of
the Company;

- studied the current remuneration package,
policy and structure of all Directors (including
appointment(s), resignation(s) and retirement(s)
during the year);
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- proposed remuneration packages with reference
to the duties and responsibilities of Directors,
business performance and profitability of the
Group and market conditions, the corporate
objective and goal set by the Board and a report
of salaries paid by the comparable companies to
directors and senior management; and

- reviewed the procedures of remuneration
policy, procedures and structure for fixing the
remuneration packages.

B.2 Audit Committee

The AC currently consists of three independent non-
executive Directors, namely Mr. Chan, Mr. Li and
Mr. Lyu. Mr. Chan currently serves as the chairman
of the AC, who holds the appropriate professional
qualifications as required under Rules 5.05(2) and 5.28
of the GEM Listing Rules.

The primary duties of the AC are mainly to review the
financial information and reporting process, internal
control procedures and risk management system,
audit plan and relationship with external auditors and
arrangements to enable employees of the Company
to raise, in confidence, concerns about possible
improprieties in financial reporting, internal control or
other matters of the Company.

The members of the AC should meet not less than twice
a year to consider interim report and annual report
prepared by the Board and meet the external auditors
at least twice a year. During the year and up to the date
of this annual report, the individual attendance records
of each Director at the meeting of the AC is set out on
page 36 of this annual report.

B.2
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B.3

During the year and up to the date of this annual
report, the AC met 5 times and performed the following
major tasks:

- Review and discussion of the quarterly, interim
and annual financial statements, results
announcements and reports, the related
accounting principles and practices adopted by the
Group and the relevant audit findings;

- Review and discussion of the effectiveness of the
risk management and internal control system of
the Group;

- Review the internal control reports submitted by
the internal audit department of the Group; and

- Discussion and recommendation of the re-
appointment of external auditor.

During the year ended 31 December 2019, the fee paid/
payable to auditor in respect of audit service and/or
non-audit services provided by the auditor to the Group
were as follows:

BEERFHRAH FZEE
SREH WHETATEE

- HBRLkFAREE FHEF
EHBHRE FERERR
H AREERPAEBEGE
JR Rl B2 A& 15 LA K2 4B R B8 A% B
i

- AE—J‘&HT Z'KEIZHN\E
B RN ED e GIE 2 AR

- EHAKEARIFERER
MR ERIE IR E - &

- WRhkEFERBIIERH
B o

BE_ZT-NAFF+-_A=+—H
HFE - s R A RERHE 2
BERB K, KIERBRE M E
/NS ERNT :

2019 2018

Nature of services REME —E-AEF —E2-N\EF

RMB'000 RMB'000

AREET T AREFIT

Audit services EZRTE 1,100 1,100

Initial public offering HRXARAEE - 282

Interim review M HR R ) 250 250
Nomination Committee B3 IERZEES

The principal duties of the Nomination and Corporate
Governance Committee are to (i) review the Board
composition; (ii) develop and formulate relevant
procedures for the nomination and appointment of
directors; (iii) identify qualified individuals to become
members of the Board; (iv) monitor the appointment
and succession planning of directors; and (v) assess the
independence of INEDs.
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The NC consists of one executive Director, and two
independent non-executive Directors, namely Mr. Zhang,
Mr. Chan and Mr. Li. Mr. Zhang currently serves as the
chairman of the NC.

The Company adopted a board diversity policy which
sets out the approach to achieve diversity on the Board,
the summary of which are set out below:

- With a view to achieving a sustainable and
balanced development, the Company sees
increasing diversity at the Board level as an
essential element in supporting the attainment
of its strategic objectives and its sustainable
development;

- In designing the Board’s composition, Board
diversity has been considered from a number of
aspects, including but not limited to gender, age,
cultural and educational background, ethnicity,
professional experience, skills, knowledge and
length of service; and

- All Board appointments will be based on
meritocracy, and candidates will be considered
against objective criteria, having due regard for
the benefits of diversity on the Board.

The members of the NC should meet at least once
a year where appointment of the Directors will be
considered. During the year and up to the date of this
annual report, the individual attendance records of the
each Nomination Committees at the meeting of the NC
is set out on page 36 of this annual report.

The principal duties of the NC are to (i) review the
Board composition; (ii) develop and formulate relevant
procedures for the nomination and appointment of
directors; (iii) identify qualified individuals to become
members of the Board; (iv) monitor the appointment
and succession planning of directors; and (v) assess the
independence of INEDs.
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Up to the date of this annual report, the NC met once
and performed the following major tasks:

- Review and discussion of the existing structure,
size and composition of the Board to ensure that
it has a balance of expertise, skills and experience
appropriate to the requirements for the business of
the Group;

- Assessment of the independence of the existing
INEDs;

- Recommendation on the re-appointment of
retiring Directors at the AGM pursuant to the
Articles of Association;

- Review and development of the Company’'s
policies and practices on corporate governance
and make recommendations to the board;

- Review and monitoring of the training and
continuous professional development of directors
and senior management;

- Review and monitoring of the Company’'s policies
and practices on compliance with legal and
regulatory requirements;

- Review and monitoring of the code of conduct
applicable to employees and directors; and

- Review of the Company’s compliance with the CG

Code and disclosure in the Corporate Governance
Report.
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COMPLIANCE ADVISER

In accordance with Rule 6A.19 of the GEM Listing Rules,
the Company has appointed Guoyuan Capital (Hong Kong)
Limited as its compliance adviser. Pursuant to Rule 6A.23 of
the GEM Listing Rules, the Company will consult with and, if
necessary, seek advice from its compliance adviser on a timely
basis in the following circumstances:

- before the publication of any regulatory announcement,
circular or financial report;

- where a transaction, which might be a notifiable or
connected transaction, is contemplated, including share
issues and share repurchases;

- where the Company proposes to use the proceeds of
the initial public offering in a manner different from
that detailed in the prospectus or where the business
activities, developments or results of the Company
deviate from any forecast, estimate or other information
in the Prospectus; and

- where the Stock Exchange makes an inquiry of the
Company under Rule 17.11 of the GEM Listing Rules.

The term of appointment of the compliance adviser of the
Company shall commence on the Listing Date and end on the
date on which the Company complies with Rule 18.03 of the
GEM Listing Rules in respect of the financial results for the
second full financial year commencing after the Listing Date
or until the agreement is terminated, whichever is earlier.

CHREABE

R

RIBGEM LT AR B 6A. 1916 KR A
EXEETRE (EB)BARAARE
& R - R B GEM L 1 #7 A 6A.23
e ARBBRATEREKEALS
RERE(IBE)AaRBERSRE
H

— TIEEAEELSE  BERKMBR
LK

- BETUERATAERHNE
BRHZR 5 BREERMNETER
(EE-AEE

- AREREMERLRBEME
REZ A BBREREMAFFRE
TR HHARB 2 EHARR - %
RAXERUMBRER ZEME
Al AT EMmE R R

—  BRARBEGEMLEMARRIFE17.11
fRAARBEHEM -

AprlaRBRZZTFR/HE LEMA
HIfE E RN EIRL L A HRER 2 — %
EWRFE 2 B EEETGEM MR
AIZE18.03(4E B EE & 1L (A
REER/E)RL-

S EREBARLR FEHE 2019

43



Li

CORPORATE GOVERNANCE REPORT
SREARE

D. COMPANY SECRETARY

Company Secretary supports the Board by ensuring
good information flow within the Board and that the
Board policy and procedures are followed. The Company
Secretary is responsible for advising the Board on the
corporate governance matters and facilitating induction and
professional development of the Directors. All Directors have
access to the advice and services of the Company Secretary
to ensure that the Board procedures and all applicable laws,

rules and regulations, are followed.

Mr. Wong Kwok San and Ms. Li Xinpei were appointed as
the Joint Company Secretaries of the Group on 28 August
2018 and 13 January 2017 respectively. Both Mr. Wong Kwok
San and Ms. Li Xinpei have complied with all the required
qualifications, experiences and training requirements under
the GEM Listing Rules. For the year ended 31 December
2019, both of Mr. Wong Kwok San and Ms. Li Xinpei
complied with the GEM Listing Rules by taking not less than

15 hours of relevant professional training.

E. DIRECTORS’ AND AUDITOR’S

RESPONSIBILITIES FOR CONSOLIDATED

FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for preparing
the consolidated financial statements of the Group for the
year ended 31 December 2019, which give a true and fair
view of the state of affairs, results and cash flows of the
Group and are in compliance with the relevant accounting
standards and principles, applicable laws and disclosure

provisions required of the GEM Listing Rules.

As at 31 December 2019, the Board was not aware of any
material uncertainties relating to events or conditions that
might cast significant doubt upon the Group’s ability to
continue as a going concern. Therefore the Directors continue
to adopt the going concern approach in preparing the

consolidated financial statements.

The responsibilities of the Group's external auditors, Deloitte
Touche Tohmatsu, on the Company’s consolidated financial
statements are set out in the Independent Auditor’s Report on

pages 94 to 100 of this Annual Report.
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CORPORATE GOVERNANCE FUNCTIONS

A nomination and corporate governance committee has
been established and the Board is responsible for performing
the corporate governance functions such as developing
and reviewing the Company’s policies, practices on
corporate governance, training and continuous professional
development of the directors and senior management, the
Company's policies and practices on compliance with legal

and regulatory requirements, etc.

The Directors will review the Group's corporate governance
policies and compliance with CG Code each financial year
and comply with the “comply or explain” principle in the
corporate governance report which will be included in the

annual reports after the Listing.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted the rules set out in Rules 5.48
to 5.67 of the GEM Listing Rules as the code for dealing in
securities of the Company by the Directors (the “Required
Standard”). Having made specific enquiry, all the Directors
have confirmed that they have complied with the Required

Standard during the Reporting Period.

In addition, the Company has also adopted provisions of
the Required Standard as written guidelines for relevant
employees in respect of their dealings in the securities of
the Company. Such relevant employees did and would abide
by the provisions of the Required Standard. Besides, the
Company has adopted internal control policy in relation to
the disclosure of inside information of the Company (the
“Inside Information Policy”).

No incident of non compliance of the Required Standard and/
or the Inside Information Policy by such relevant employees
was noted by the Company from the Listing Date up to the
date of this annual report.
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RISK MANAGEMENT AND INTERNAL
CONTROLS

The Board has overall responsibility for the establishment,
maintenance and review of the Group’s internal control
system to safeguard the assets of the Group and shareholder
investments. The internal control system of the Group aims
to facilitate effective and efficient operation which in turn
minimises the risks to which the Group is exposed. The system
can only provide reasonable but not absolute assurance
against misstatement or losses.

The Board has conducted a review of the implemented
system and procedures, covering financial, operational and
legal compliance controls and risk management functions.
The Directors consider that the Group has implemented
appropriate procedures for safeguarding the Group’s assets
against unauthorised use or misappropriation, maintaining
proper accounting records, segregation of duties and putting
plans and routines into execution with appropriate authority
and in compliance with the relevant laws and regulations.

The Company has an internal audit function. The Company’s
internal audit department identifies the risks of the Group,
and independently reviewed the effectiveness of the internal
control and risk management systems, including financial,
operational and compliance, in the key activities of the
Company'’s business. The internal audit department reports
to the Audit Committee, and submits regular reports for its
review in accordance with the approved review and audit
mechanisms. The department submits a detailed report at
least once a year to the Board for its review and monitors
the risks identified and the effectiveness of the systems of
internal control and risk management of the Group.

The Audit Committee reviewed the internal control review
report submitted by internal audit department and the
Company's risk management and internal control systems in
respect of the year ended 31 December 2019 and considered
that they are effective and adequate. The Board assessed the
effectiveness of internal control systems by considering the
internal control review report and reviews performed by the
Audit Committee and concurred the same.
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The Group adopts a risk management framework which
comprises the following processes:

- Identify significant risk in the Group’s operation
environment and evaluate the impacts of those risks on
the Group's business;

- Develop necessary measures to manage those risks; and

- Monitor and review the effectiveness of such measures.

The Group formulated the policies and procedures of risk
management and internal control as follows:

- The Group established an organizational structure
with clear operating and reporting procedures, lines of
responsibility and delegated authority;

- Each operating subsidiary maintains internal controls
and procedures appropriate to its structure whilst
complying with the Group’s policies, standards and
guidelines;

- Relevant executive Directors and senior management
have been delegated with specific accountability for
monitoring the performance of designated business
operating units;
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- A systematic review of the financial and business
processes in order to provide management on the
adequacy and effectiveness of internal controls.
Where weaknesses are identified in the system of
internal controls, management will evaluate and take
necessary measures to ensure that improvements are

implemented; and

- Code of ethics are established and adhered to by all
employees to ensure high standards of conduct and

ethical values in all business practices.

The Board reviewed that the risk management and internal
control system adopted by the Group for the year ended 31

December 2019 and considered that it was effective.

I.  PROCEDURES AND INTERNAL CONTROLS
FOR HANDLING AND DISSEMINATION OF

INSIDE INFORMATION

The Board has approved and adopted the Inside Information
Policy for the Company since the Listing Date for monitoring
inside information to ensure compliance with the GEM
Listing Rules and the Securities and Futures Ordinance.
The procedures and internal controls for handling and
dissemination of inside information as set out in the Inside

Information Policy are summarised below:

Handling of Inside Information

1. Inside information shall be announced as soon as
reasonably practicable after it becomes known to the
Board and/or is the subject of a decision by the Board
in accordance with the GEM Listing Rules. In cases
where a decision by the Board is pending or in cases
of incomplete negotiations, the Group shall implement
the procedures set out in the Inside Information Policy
to maintain the confidentiality of information. Until an
announcement is made, the Directors should ensure
that such information is kept strictly confidential. If the
confidentiality cannot be maintained, an announcement

shall be made as soon as practicable.

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019

BHMBEEBREBETRRIER
A AERRERETE S RERZE
B TETE IR - B IRARBEIE R
MR BEERETIME
I ERER 4 B2 4 e DA BEAR 1 HH 240
54

HlERBREEST ZERTR
RRIEEBERPRET RKF
B rhEREE

ExendfAEEEE—_T-NF 1+
A=t—BLFEMRAZARERE R
ARMEERRURREBER -

EEREBARESNER
BRI

EFeR tMARNESHERRAARRD
AIZABBERRAEERNRHE A
HEMR B ST GEM LT AR Bl 78 5 M I B 15
Bl MR AR BB REANMERIE MIKE
NEBE M ERRREEMamT

BEEARFHEE

1.

ETeTNEANREER K 5
MAEBEERESSMIERRZ
FEBEE AERBGEMLETH
AREBATHER TERAE

BREB -EHEUERINBRESS
TEHURTE SRR MR AR - AIRE
B ERANEESBERMEARER
NEBERNRE BEREHAS
Al EEERRZEHBEHRE -
BEAERRE  AEEERAIT
BRTRRIELHQE -



CORPORATE GOVERNANCE REPORT

2. Each department shall keep inside information on
transactions confidential. If there is a leakage of inside
information, they shall inform the Directors and the
Company Secretary immediately, so that remedial
actions, including making an inside information
announcement, can be taken at the earliest opportunity.

3.  The Group's Finance Department shall keep track of
the Group’s threshold levels for disclosure pursuant
to the size tests under the GEM Listing Rules, so that
an announcement can be made as soon as practicable
should a notifiable transaction arises.

Dissemination of Inside Information
Inside information is announced promptly through the
websites of the GEM (www.hkgem.com) and the Company
(www.ziyygroup.com). The electronic publication system of
the GEM is the first channel of dissemination of the Group’s
information before any other channel.

INVESTOR RELATIONS

The Board puts great emphasis on investor relationship in
particular fair disclosure and comprehensive report of the
Company's performance and activities.

Shareholders are encouraged to attend the general meetings
of the Company and the Directors always make efforts to
fully address any questions raised by the Shareholders at the
annual general meetings (the "AGM") and the extraordinary
general meetings (the "EGM") of the Company.

The forthcoming AGM of the Company will be held on Friday,
22 May 2020 (the “2020 AGM"), the notice of which shall be
sent to the Company’s shareholders in accordance with the
Articles of Association of the Company, the GEM Listing Rules
and other applicable laws and regulations.
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SHAREHOLDERS' RIGHTS

Shareholders should direct their questions about their
shareholdings to the Company’s Hong Kong branch registrar
and transfer office, namely, Tricor Investor Services Limited,
whose contact details are stated in the section headed
“Corporate Information” of this annual report.

Shareholders holding not less than one-tenth of the paid-up
capital of the Company may deposit a requisition to convene
an EGM of the Company and state the purpose therefore to
the Board or the Company Secretary.

The Company has adopted Communications Policy with
Shareholders and investors of the Company that provide
ready, equal and timely access to understandable information
about the Company. The Board welcomes Shareholders
for their comments and/or enquiries about the Company.
Shareholders may send their comments and/or enquiries to
the Board by addressing them to the Company Secretary.
Shareholders who wish to put forward proposal for the
Company’s consideration at the general meetings of the
Company can send their proposal to the Company Secretary.

Pursuant to Articles of Association of the Company, if a
Shareholder wishes to propose a person other than retiring
Directors for election as a Director at a general meeting of
the Company, the Shareholder should deposit a written notice
of nomination which shall be given to the principal place
of business of the Company in Hong Kong within the 7 day
period commencing the day after the despatch of the notice
of the meeting (or such other period as may be determined
and announced by the Directors from time to time). The
relevant procedures is posted on the Company’s website
(www.ziyygroup.com).
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The shareholders of the Company may at any time send
their enquiries and concerns to the Board in writing. Contact
details are as follows:

Address:  Room 1908, 19/F West Tower, Shun Tak Centre,
168-200 Connaught Road Central, Hong Kong
E-mail: info@ziyuanyuan.com

Shareholders’ enquiries and concerns will be forwarded to
the Board and/or relevant Board Committees of the Company,
where appropriate, to answer the Shareholders’ questions.

COMMUNICATION WITH SHAREHOLDERS
In order to enable Shareholders to exercise their rights in
an informed manner, and to allow Shareholders and the
investment community to engage actively with the Company,
the Company has established a number of channels for
maintaining on-going dialogue with the Shareholders as
follows:

(a) corporate communications such as annual reports,
quarterly reports, interim reports and circulars are issued
in printed form and are available on the GEM's website
and the Company’s website;

(b) periodic announcements are made through the Stock
Exchange and published on the respective websites of
the GEM of the Stock Exchange and the Company;

(c) corporate information is made available on the
Company’s website;

(d) AGM and EGM provide a forum for the Shareholders to
make comments and exchange views with the Directors
and senior management; and

(e) the Company’s share registrars serve the Shareholders in
respect of share registration, dividend payment, change
of Shareholders’ particulars and related matters.

. CONSTITUTIONAL DOCUMENTS

During the year and up to the date of this annual report,
there was no amendment in the constitutional documents of
the Company. The Articles of Association of the Company are
available on the websites of the GEM of the Stock Exchange
and of the Company.
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R -HERERBRE

ABOUT THE REPORT

Ziyuanyuan Holdings Group Limited (hereinafter referred to as
the “Group”, the "Company” or “we") is pleased to present its
Environmental, Social and Governance Report (the “ESG Report”
or the “Report”). This ESG Report is prepared in accordance with
disclosure obligations under the “comply or explain” provisions
contained in the “"Environmental, Social and Governance
Reporting Guide” (the "ESG Guide"”) as set out in Appendix 20
to the GEM Listing Rules. The purpose is to allow all stakeholders
to learn more about the Group’s progress and development
direction in respect of operation and sustainable development.
The Group understands the importance of the ESG report and is
committed to making continuous improvements in corporate social
responsibility during our course of business in order to better

respond to the changing needs of the advancing society.

APPLICABLE SCOPE AND REPORTING PERIOD
OF THE REPORT

This report covers the Group's overall environmental, social and
governance performance and selected key performance indicators
("KPI") during 1 January 2019 to 31 December 2019 (the
“Reporting Period”). A complete index is appended in the last
chapter hereof for reading this Report in accordance with the ESG
Guide.

CONFIRMATION AND APPROVAL

The information contained herein is sourced from official
documents and statistics of the Group, and management and
operation information collected in accordance with the Group’s
systems. This report was approved by the board of directors on 23
March 2020.

OPINIONS AND FEEDBACK FROM
STAKEHOLDERS

The Group attaches great importance to valuable opinions from
all stakeholders. If you are in any doubt or have any opinion
for this report, please feel free to contact the Group via E-mail

info@ziyuanyuan.com to share your opinions and suggestions.
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STAKEHOLDERS' ENGAGEMENT FOhENSHE

Stakeholders’ engagement is essential to the formulation of BHOEN2EUNGIEARELRBKEMH
strategies for sustainable development. It allows the Group to BE BEAEEBEMERRAKE RNEEBET
understand risks and opportunities. The Group has identified THARSEEBEZHEENERFTNE I
key stakeholders that are important to the Group's business and BYTEEBEBEE-

established various channels for communication.

Stakeholders Expectation Communication Channel Key Measures to Respond
BFHE FEHA BEAR EENEEERE
Government - Comply with the laws - On-site inspections and The Group operated and managed according
- Tax payment according checks to laws, strengthened safety management,
to laws - Research and discussion cooperated with government’s supervision,
- Promote regional through work inspection and evaluation (if any), and
economic development conferences, work actively undertaken social responsibilities.
and employment reports preparation and

submission for approval
- Publish information on
HKEXnews website,
such as annual and
interim reports and
announcements
- Company’s website
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Stakeholders

Expectation

Communication Channel

Key Measures to Respond

FHE FEH BESR EENEERE
Shareholders and - Return on Annual general meeting  The Group has issued notices of general
Investors investment and other general meetings and proposed resolutions
— Information meetings according to regulations, disclosed
disclosure and Publish information on the Group's information by publishing
transparency HKEXnews website, announcements/notices and periodic
— Shareholders’ such as annual, interim, reports. The Group has also carried out
interests and fair quarterly reports and different forms of investor activities, such
treatment and announcements as results briefing, with an aim to enhance
security Meeting with investors investors’ recognition. The Group disclosed
— Control of and analysts the Company’s contact details on website
operational risk Company's website and in reports to ensure all communication
channels are available and effective.
BRI EE — REMD#K BREREFAGREMEKR AEEERBEREEMRRASEE RIE
- BHEBERERE LN ERFBR - BBEMLE BENEH
— BREF&=ERQFEFE EERGRBES MY WMERBEREEER - it AEEEH
RIZ BMER WmE®R- - BRTARAEANKREE RS HINEER
- RERRERE HARFERERRE B BEERSKRELERVE - AEENE
EREERDNMAEE WRBETHEEBEQFBEFE  BRA
NCIE N BEBEBIR BX-
Employees — Safeguard the rights Conferences The Group aims to provide a healthy and
and interests of Trainings and seminars safe working environment and develops a
employees Cultural and sport fair mechanism for promotion. The Group
— Occupational health activities has established labour unions at all levels
and safety Intranet and emails to provide communication platforms for
—  Working Performance appraisals employees.
environment
— Career development
opportunities
— Self-actualization
(=] — RIE(E B VR R A = AEBFERH—(EARE T2 ITIER
i =D TN 5 BIE AT EIHS - REBEKILE
- BRiERatse XL REBEEH fRIe REEREEBTSE-
— I{ERE A B 48 B & B
- BEEREKS BT S
- BRER
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Expectation

Communication Channel

Key Measures to Respond

FHE A BESR EENEERE
Customers — Safe and high- - Website, brochures and The Group has developed a customer
quality products and published information feedback system in order to evaluate
services on HKEXnews website, services provided.
— Stable relationships such as annual, interim,
— Information quarterly reports and
transparency announcements
— Integrity - Emails and customer
— Business ethics service hotlines
- Feedback forms
- Regular meetings
N - ZR2BEERARE — P SEM - BFER FEERZEEFFPLOERL UTHATREME
- BEBE SRR EMERE  ORBK-
- BRERE BomEmR PHLRE
— #BE ERERRDE
- BEBR - BERREPRBEEARZ
— BERBEX
- EHEE
Suppliers/Business — Long-term - Business meetings, The Group has invited tenders publicly

Partners

HIER,EBBH

partnerships

— Honest cooperation

— Fairness and
openness

— Information
resources sharing

— Risk reduction

- RHAFRARE

- HEAE

— AF- A
— DEERIR
— BEAR

supplier conferences,
phone calls and
interviews

- Regular meetings

- Reviews and assessments

- Emails, circulars and
manuals

- Company's website

- Xed HERS
&BFE M

- EHegz

— E KAt

— EBE B LT

— AEHMuL

to select the best suppliers/business

partners performed contracts according

to agreements, enhanced daily

communications, and established long-term

cooperation with quality suppliers/business

partners.
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Stakeholders Expectation

Communication Channel

Key Measures to Respond

FHE FEH BESR EENEERE
Peer/Industry — Experience sharing - Industry conferences The Group has insisted on fair competitions,
Associations — cooperation - Site visits cooperated with peers to realise win-win
— Fair competitions situations, shared experience and attended
various seminars of the industry so as to
promote sustainable development of the
industry.
R% /1T%hg — KRH=E - TEg3 BEQNTHE BAREEAE BREAR ©
= - &tk - BibHED ZREB 2INBETERNE  HBITE
- RFHEF BV S AE E fR

Market Regulators - Compliance with -

laws and regulations - Reports
— Information
disclosures
MSEEE — EREER — BAEKE
- BHRE - W&
Public —  Community - Voluntary work
involvement - Charity and social
— Social investments
responsibilities
—  Employment
promotion
HERR - HELR - HFITIE
- HEHE - BEMEERE
— RERE

Materiality Assessment

The management and employees that perform major functions
in the Group have all participated in preparing the ESG Report to
assist the Group in reviewing its operation, identifying relevant ESG
matters, and assessing the importance of such relevant matters
to our business and stakeholders. Information was collected from
relevant departments and business units of the Group based on the
major ESG matters that had been assessed.

During the Reporting Period, the Group confirmed that appropriate
and effective management policies and control systems for ESG
matters have been established and that the disclosed contents
are in compliance with the requirements of the Reporting Guide.
Corporate governance is addressed separately in the “Corporate
Governance Report” of the Annual Report.
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Information disclosure

The Group has strictly complied with
regulatory requirements and disclosed and
reported true information in a timely and
accurate manner according to laws.

REERBETEERTE REBEEER
i EEENEREAEER-

The Group has given priority to local
citizens in respect of job opportunities so
as to promote community building and
development and maintained smooth
communication channels between the
Group and the community.
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ENVIRONMENTAL ASPECT

The Group mainly provides customers with finance leasing solutions
and related ancillary services. The sector where the Group operates
is not a major source of environmental pollution. In addition,
the business of the Group does not involve industrial activities.
Therefore, total amount of emissions, resource usage and waste
production is relatively low.

However, the Group believes that it is the social responsibility of all
corporations to ensure that emissions of pollutants and resource
consumption are minimised and carbon emissions is reduced.
For such purpose, the Group aims to achieve its stated goals by
reducing carbon dioxide emissions, resource consumption and
waste production.

A1. Emissions Management

Exhaust Emission

The exhaust emission of the Group mainly derives from the
fuels used by vehicles. As at 31 December 2019, the Group
had two vehicles which consumed an aggregate of 5,245
litres of gasoline and travelled 43,000 km in total. Due to
the business nature of the Group, employees take public
transport to visit customers’ companies and vehicles of the
Group are used only in special cases. Meanwhile, the Group
encourages employees to take electric public transport
whenever possible for meetings or activities and reduce
the use of private cars. For activities at nearer destinations,
the Group encourages employees to walk as far as possible
instead of taking the transportation.

During the Reporting Period, exhaust emissions were as
follows:

RR HEREREHE

RREEM
AEETENTFPREBREBERATRR
MR EE RS AAERELIFRITTRD
ETRIRFE IS ARERNEB T TSR TE
mE) - FUHER  BRERMEZRYEL T E
MEETHEHEREK-

AT - ANEERBFERT R TN E IR
B ERERE = SRR D BE R PR B X R
BEMHEET Rt AEBEEBRERD
—RfLHRBENE R RERBRE BB E
EMZERRER R

Al. BERMER

BER K

NEBMABERBER Y EERE BN
BER-#Z2-F—NF+=A=+—
B ASEBE LA BN EHFEE
A5,245AFF 2175 QN B B43,0008
B ERAEENXEBUE EEH
BARABHFERALRBTA  RA
TREBATFEREEERH R KA
EEEEEIELMINEERLED
B BEFRESHIAEIBTAE FH
FERARLRE - B M EIMES -
NEBHEBETREUSTREFER
WIH-

RIEHA - BERIEBET

Amount of

Emissions (kg)

Type of Exhaust BEESE HHE (TR)
Nitrogen oxides REty 3.586
Sulphur oxides way 0.078
Particulate emissions EER IR 3 0.264
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Greenhouse Gas Emissions

As a financial service provider, the Group’s main sources
of greenhouse gas emissions are direct emissions from
vehicles, indirect emissions from electricity consumption
for office operation and indirect emissions from employees
taking planes for business trips. The Group attaches great
importance to adopting the energy saving initiatives as
mentioned in the section “Use of Resources”, and reduce the
impact of these emissions on the environment by monitoring
energy consumption and reducing itineraries which require
the Group's senior management taking private cars.

Greenhouse gas emissions are partly generated from
combusting gasoline by the two vehicles owned by the
Group. The Group's vehicles are mainly used by the senior
management to commute between Hong Kong and
Shenzhen. However, in consideration of environmental
protection and cost saving, the senior management chose to
take the High Speed Rail for commuting between Shenzhen
and Hong Kong since the opening of the High Speed Rail
services in Hong Kong.

Meanwhile, greenhouse gas emissions are also generated
from electricity consumption for the Group's office operation.
The Group aims to reduce electricity consumption in
daily operation as the amount of indirect greenhouse gas
emissions depend on the units of electricity consumed.
Specific measures adopted by the Group to reduce electricity
consumption are set out in the section headed “Use of
Resources — Electricity” of this Report.

During the Reporting Period, employees travelled by plane
489 times for business trips. Those trips by plane generated
an aggregate of 62.08 tonnes of carbon dioxide emissions.
Employees only take plane for business trips when necessary
as the Group pursues the policy of emissions reduction.
Under normal circumstances, the Group will arrange for
conference calls or video conferences instead of face-to-face
meetings to reduce indirect greenhouse gas emissions from
transportation.

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE - HEREARRE

BERBHH

EReRRBRHE AEENETER

EREHBRRAEWMOEEEENR I
NEEIEHEE T ERK A R B
BEFRLREAHHBEEER - AEHE
IREZEEXRAIERFERA] —HREED
B RE (5% - DA R AIB L 1T AL TR FE UL
LPAEESREEBABRLARER
TRRBEZEHRYERIENTE -

H

\I]]]

/

BE RS R BE R 0 R B R AR K B AT
A H) PR ) KRG IR R o SR
ERIEHEMAEEBERRYILEE
M ATER  (BR R RERE ML
RANE B - BB BB & EH KRG
‘% 2REEENEESREKETR
78 R i 7 3

R RERBHENTEAREERAE
EEBERES IMEL - B BEEERN
REREHEMEANEENENE
i ARAEBEARSBREEFHA
BEEREE -AEERBREAEE MK
M RBEEE &N EARE [ERE
R—-8h]—fn

EERLREABRFE RREHAH
FTA89R - M EIRIEE £ M — | bR
PRI E /62.08M8 o« REB /TR A HEL
R EEEAEMEMNB R T RELR
WA -E—MRBERT NEEELH
ETEFIREeRAREEYERS -
LUBA B HEENOHEERLAZERE
PERR o



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

During the Reporting Period, greenhouse gas emissions were

RR -HEgRER®RE

REEHA BRERBERAT :

as follows:

Greenhouse Gas Emissions Unit Amount
BERBHER B HE
Scope 1 - Direct Emissions Tonnes of carbon dioxide equivalent 14.31
#HE - HEHEW Wi —SEALIREE

Scope 2 - Energy Indirect Emissions Tonnes of carbon dioxide equivalent 2.72
22— g2 REE B WAL EE

Scope 3 - Other Indirect Emissions Tonnes of carbon dioxide equivalent 62.08
&0 [ 3— H th 4 B Wi —SEALIREE

Total Tonnes of carbon dioxide equivalent 79.11

HE WAL EE

Waste and Wastewater

Solid waste produced by the Group was mainly generated
from daily office operation, including daily paper usage, office
document waste and food waste by employees. All domestic
waste is uniformly classified, collected and disposed by the
property management office of the office building on a
regular basis.

The Group is committed to reducing waste production and
encourages employees to recycle stationery and reduce waste
with an aim to reduce waste production from the source.
Moreover, the Group has adopted a digital operation model
to centralise the handling of documents and regularly convey
environmental protection messages to employees. Permission
is also required for printing in the office for statistics and
adjustments in respect of paper usage in order to enhance
resource utilization.
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A2.

The Group has established appropriate measures for the
disposal of computer and related products, such as printers
and toner cartridges. The Group transfers or reuses excess
digital products, while obsolete accessories or used toner
cartridges are collected by third party companies for recycling.

In case it is necessary to dispose of an item, the Group also
encourages employees to collect and classify the waste
before disposing so as to reduce negative impacts on the
environment.

No hazardous wastewater was generated by the Group
during the Reporting Period as the only type of wastewater
produced was domestic wastewater from daily office
operation. Domestic wastewater is directly discharged to the
sewer network and is treated by local municipal wastewater
treatment plants. During the Reporting Period, domestic
wastewater generated by the Company was solely controlled
by the property management company. In this case, it is not
feasible for the Group to provide wastewater data as there
is no sub-meter to record the data. As wastewater volume
depends on water consumption, specific measures have been
adopted by the Company to reduce water consumption,
details of which are set out in the section headed “Use of
Resources — Water” of this ESG Report.

Use of Resources

The Group attaches great importance to the effective use of
resources, and is committed to reducing waste of resources
in daily operation. During the Reporting Period, the Group
has complied with relevant laws and regulations in relation
to the use of energy. Since the Group has not engaged in
the manufacturing business, no problem was encountered in
identifying suitable water source and no packaging materials
were used. Resources used by the Group were mainly
electricity, water and paper.
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Electricity

The Company acknowledges the importance of energy
saving and the fact that reducing electricity consumption will
indirectly reduce greenhouse gas emissions so the Group has
promoted various energy saving strategies. To strengthen
each employee’s awareness on environmental protection
and energy saving, the Group has placed reminders of “For
electricity saving, please switch off the light when leaving”
at prominent places in the office. The Group encourages
employees to set office air conditioner at a moderate
temperature and switch them off when they are not in use to
reduce electricity consumption.

All electricity consumption by the Group was directly from
daily office operation. During the Reporting Period, total
electricity consumption of the Group amounted to 7,275
kWh.

Water

The Group's business is operated in a commercial building
where water supply is solely controlled by the property
management company. In this case, it is not feasible for the
Group to provide water consumption data as there is no
sub-meter to record the data. Notwithstanding, the Group
endeavoured to reduce water usage, for examples, promote
to and educate employees to save water regularly, place
water saving slogans in prominent places and encourage
water conservation and report to the property management
company to fix dripping taps immediately when the taps are
broken.

Paper

The Group has implemented environmental protection
measures to minimise paper usage at the office. Employees
are encouraged to use both sides of paper, and the back of
single-sided documents is used for printing or as draft paper.
If possible, employees may use the suitable font size and
indentation to minimise the pages. Besides, electronic media
is recommended for circulation and communication so as to
minimise paper usage. During the Reporting Period, the total
office paper consumption was 0.224 tonnes.
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A3.

During the Reporting Period, total resource consumption was
as follows:

RBEHAR EREREHAEWT

Use of Resources Unit Amount
BERAR B g
Electricity consumption kWh 7,275
B FRH

Water consumption Cubic metres

IKIHRE AV
Paper consumption Tonnes
HMRIERE i

The Group will keep recording its resource consumption for
reviewing effectiveness of its conservation measures in the
future and formulating more specific improvement measures
and objectives.

The Environment and Natural Resources

Regarding the operation of the Group, the Group was
not aware of any significant impacts of activities on the
environment and natural resources. With the implementation
of green office measures, the Group strived to minimise
impacts on the environment and natural resources. The Group
will continue to implement environment-friendly practices
in the Group's operation in order to enhance environmental
sustainability.
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SOCIAL ASPECTS

Employment and Labour Practices

The Group regards employees as the cornerstone of its corporate
operation and development. Therefore, the Group attaches
great importance to the training and welfare of employees, and
are committed to providing a working environment with job
satisfaction. The Group provides competitive remuneration and
sound promotion opportunities to facilitate career development of
employees.

During the Reporting Period, the Group strictly complied with
labour legislations and related regulations in the PRC and Hong
Kong. The Group was not involved in any violation relating to
labour practices and would have a significant impact on the Group.

B1. Employees

The Group aims to attract and retain talents, ensures a safe
and equal working environment for employees, provides
development opportunities and promotes employees’ health
and well-being. The Group has formulated the staff manual
according to relevant labour regulations, covering the Group's
remuneration and dismissal, recruitment and promotion,
working hours, leave and standards of other rights and
benefits. The Group strictly complied with the Labour Law
of the PRC, the Labour Contract Law of the PRC and other
applicable laws and regulations in the PRC.

As of 31 December 2019, the Group had a total of 56
employees, with the employee structure as follows:

RR HEREREHE

HtEeEHE

BREREZEIER
AEERREREXEZLLENRERNER B
HHEM+2EREENEI BN HAHR
H—EAEmERNTHERE - AEEREHEA
BENHNFHKEAR RFHETTH#E A
REBTHEXRR-

RBEHA AEEBRBETTFEREEN
B TAPI MAARDEMR W& N 2R EAE
WHAEBEEEATENCDHEAEREH-

B1. 1EfE
HTAARSIAEE AT BBEZE - BEAM
HWEERRZERFENIIERE-
REEFREESUREEES THEEMN
Bt REEERBEBEEERGITE
(EIFM) -EFREAEEEHH
Hff{E  RIZEEA - TERE - IKER
i DA B HC fth 42 25 BRLAR ) 75 EI AV AR 2E o 7R
SEBREETHESHEE PSS
[BA K A B E @ AR ROAR -

HE-_Z—NF+-A=+—8 K&
BEME THAHASCA LT AREELE

1
Male Female
Employees Employees Total
Age Group Fir 4Rl EMES ZHREE a5t
21to 30 21-30%% 26 9 35
31 to 40 31-408% 11 6 17
41 to0 50 41-50%% 3 1 4
Total BAH 40 16 56
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RR -HERER

®E

SOCIAL ASPECTS (continued)

Employment and Labour Practices (continued)

B1.

HE

Em &)

BRERBEIESR (&)

Employees (continued) B1. EfE (&)
A total of 26 employees left the Group in 2019, with statistics RZZE—NF —HB20HEEREE
of such employees as follows: LA R 1R B BB Lqu
Employee
Male Female turnover
Employees Employees Total rate
EERX
Age Group FHr4 Rl EMES zZHES &F bt =&
21 to 30 21-305% 12 6 18 34%
31 to 40 31-405% 6 1 29%
41 to 50 41-50B% 1 0 1 20%
Total BAH 19 7 26 32%
Talent Recruitment and Retention ANTHEREE

Employees are the core assets to maintaining corporate
competitiveness, and the key to corporate success. The
Group provides a fair and impartial talent selection system
and continuously improves the system to recruit talents. The
Group has formulated an annual recruitment plan and filled
job vacancies based on the principle of “
external candidates” in order to offer internal promotion
and re-designation opportunities to existing employees. The
Group recruits external candidates through the Company’s
recruitment website, job market, newspapers and
media, headhunting companies and employee’s referral. The
Group ensures that the recruitment and promotion processes
are fair, open and transparent, and selects candidates
depending on objective factors such as candidates’ working
experience, skills, academic background, communication
skills, personal qualities.

internal staffs before

website,

The Group adheres to the principle of employing talents
with both ability and moral integrity, and regards morality,
knowledge, ability and performance as the main evaluation
criteria, so as to put talents at suitable positions and retain
talents. The Group has formulated a set of staff performance
appraisal mechanism, in which appropriate remuneration
adjustment is made annually based on staff performance to
reduce talent loss.
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Remuneration and Benefits

The Group provides staff with reasonable and competitive
remuneration and staff benefits. Based on work performance,
periodic performance and job appraisal, the Group provides
remuneration adjustment and job promotion. The Group
strictly complied with the Social Insurance Law of the People’s
Republic of China (% A R £ Mt =2 RE)L) and the
Labour Law of the People’s Republic of China (#F % AR
ME & B)%), and made timely contribution to “five social
insurance and one housing fund (A& —%) " (being five
social insurance, including endowment insurance, medical
insurance, unemployment insurance, maternity insurance and
employment injury insurance, and housing provident fund),
mandatory provident fund and labour insurance. Apart from
basic statutory holidays, wedding and funeral leave, maternity
leave, work-related injury leave, annual leave and family
planning leave, the Group also offers additional staff benefits,
including working luncheon and transportation allowances.
These benefits boost employees’ sense of belonging to the
Company, create a good working atmosphere and enhance
enterprise cohesion.

Equal Opportunity and Diversity

As a diversified enterprise, the Group strives to create
a diversified and harmonious working environment for
employees and protect them from discrimination and
harassment. The Group formulated employment policies
in strict accordance with the Labour Law of the People's
Republic of China (FFZE AR £FEIZB)7%) and the Labour
Contract Law of the People’s Republic of China (A ZE A
RHEMBE L A RE) and provides equal opportunities in
respect of recruitment, training, promotion, job transfer,
remuneration, benefits, and termination of contracts. These
equal employment opportunities are not affected by age,
gender, physical conditions, marital status, family status, race,
colour, nationality, religion, political connection or sexual
orientation. The Group requires employees to abide by anti-
discrimination practices as set out in the Employee Code of
Conduct.
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B2.

The Group also values female employees’ career development
and ensures that they have equal promotion opportunities
as male employees. The Group also complies with the
requirements under the Law of the People’s Republic of China
on the Protection of Women’'s Rights and Interests (# % A
RAEFBE 2 #zmRE)E) . Female employees’ employment
contracts will not be released or terminated during their
pregnancy, maternity leave and breastfeeding period and they
are entitled to basic salaries.

Health and Safety

Based on the business nature of the Group, employees mainly
work at office and their possibility of sustaining work injuries
is limited. During the Reporting Period, no serious work injury
incident occurred within the Group. For laws and regulations
in Mainland China in relation to the occupational health
standards and safe production, there was no violation of the
laws and regulations regarding the provision of safe working
environment by the Group during the Reporting Period. The
Group has always maintained work-related injury insurance
for all employees in accordance with the Social Insurance Law
of the People’s Republic of China ( A A R A FIE T &R %
).

In addition, the Group has implemented a series of policies
to foster and maintain a favourable, comfortable and healthy

working environment:

° to maintain obstruction-free emergency exits at
workplace;

o to provide a workplace with adequate illumination and
moderate temperature;

o to prohibit smoking at workplace; and

o to conduct safety inspections and fire prevention
training regularly.

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019

B2.

BPRAGERCEEINBREER
BRZUEETHEESUETFEE K
g WEBHK (FEARKMBELR Z#ERS
®REE) B MBI TERER-
EE R T T 5 ) 5 R R 4 A o B sl AR
HEBERLREBERSERTENE
Fil o

RERZEZ

ERNAEBNEBUEE BRETE2EHR
RERNIHE BITEEROEED
= AKERRENANILIRE B EEM
BEIGER -APEAMBBEEE
BERZEEERNEERRESR  AEE
RBEMAALREELERAREETH
RIRHZ 2 TIFRENERLERD
BR-AEE-—HER (hEARKLM
BieRir) RMBERETIRETER

LA
oo
AR

o

AN REEMRE R SFE MR B
MTERE AEEERT — RIEK

s

7~

REFETIESMAEESHNGE:

e RHEAGARIIREETHTIE

=
E

o ZUIHETHESARE: AR

s TEHETRZERENETHIOH
k=l



B3.

B4.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT
RE HEREARE

Development and Training B3. ERERIEI

The Group has provided comprehensive trainings to AEERBAEENE TFMRHE AR
employees, including face-to-face trainings, sharing among BASKEK mEERE2ZEEI &
departments, online learning and internal and external FEHEEI - BFAs=Z BEEE R
trainings according to the Group’s Staff Handbook and BRI c A B AEEBRHEZ T
other related internal policies. The Group has provided {EWEBEI - B3 E B R KL &
employees with diversified on-the-job training. Orientation B RAMEEFEZEMEI - FRae-
trainings were offered to new employees in respect to MBINRMEEE B MEIEE R
skills and knowledge trainings and attitude building. Skills BEEXEMARBES - BREBEILEBRE
and knowledge trainings and attitude building allow new MABERBER  FESRHEEENE
employees to be familiar with the corporate culture and the Ao ¥ETTRFE ST (A AR M B B 0/E R e

background of the Company. According to job duties and
company development, the Group provides employees with
skills and trainings. Continuous assessments are conducted to
keep track on the performance of employees.

Trainings covered a variety of topics in order to cater the BIDRE T EIZHRE - LUR - TR
needs for employees from different departments, for instance, FIENfE BBk flan - & IR e kit ¥
management skills and trainings related to medical devices. BESMNEZI -AEERR EBEH
The Group believes development of employees are crucial to ERACENIFBEEREHEE K
sustainable corporate development. The Group will enhance SEBMERFIER  URAEENE
the training system in order to promote personal development ANERE-

of employees.

Percentage of

employees Average Training
trained training hour Hours
Employees training g T 3EH ZINETLH T E S
Senior management SREEEAER 19.4% 55.4 388
Administrative staff THAE 25% 9.3 84
Other staff Hi AR 55.6% 24.4 488
Percentage of
employees Average Training
trained training hour Hours
Employees training B T ZINETLLH T 19 55 5| B ZINRFH
Male employees EMEE 61.1% 34.3% 754
Female employees ZHREE 38.9% 14.7% 206
Labour Standards B4. T %A
The Group strictly complies with the laws and regulations in ARE BB AR E T B ZOAD RORAR - B
the PRC. The Group tolerates no child labour or forced and BEILBRARBHZSEHERNERRA
compulsory labour, allows no employment of child labour BE BRTAFHRBREERIER
or forced and compulsory labour which are prohibited by BRI R ERE T RoRiE ki
international standards and relevant regulations in the PRC. B BIT R B TREAIARES 7
Before employment, new employees shall show their ID cards AN REHAET BERSEHA
to avoid child labour. During the Reporting Periods, the Group AEBEUTNB TR REENERE
was not aware of any non-compliance regarding child labour, T -REKBFBBNERITR-

forced or compulsory labour in its operation.
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B5.

®E

Protection of the Interests of Employees

The Group is committed to protecting human rights, and has
established a respectful, honest and fair working environment
for employees and customers and complied all relevant laws
and regulations. Laws and regulations relating to employment
and labour which would have significant impacts on the
Group include the Labour Law of the People’s Republic of
China (fF#E AR MBI B)%) and the Labour Contract Law
of the People’s Republic of China (FFZE AR XTI 84 [F
%) . There was no significant violation by the Group during
the Reporting Period.

Operational Practices

The Group believes that the best operational practices are
keys to the realisation of sustainable development and long-
term corporate growth. Our qualities of integrity, honesty
and fairness have also been reflected in the Code of
Business Conduct, Employee Code of Conduct, supply chain
management, environmental protection practices and product
assurance.

Supply Chain Management

The Group believes that establishing sustainable supply
chain and facilitating interaction and communication with
suppliers and banks could improve confidence of customers
and other stakeholders on the Group. Therefore, the
Group only maintains long-term cooperative relationships
with printing, logistics and medical device suppliers and
banks with good creditworthiness, sound goodwill, quality
products and services, good track record and eligibility.
Focusing on establishing close cooperation relationships
with suppliers, the Group has been working together with
them to reduce impacts on the environment from production
processes while ensuring the quality of service to customers.
Although most of the device suppliers are designated by
customers, the Group has formulated written policies and
guidance to monitor suppliers’ performance regularly in
order to control service quality more effectively. The Group
will cease cooperation with suppliers which fail to meet its
requirements. During the Reporting Period, there was no

supplier which failed to meet such requirements.
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Product Responsibility

Providing efficient and high-quality services to customers
have always been the utmost concern for the Group. The
Group’s objective is that customers have confidence in our
services and they are provided with sufficient information
to make informed choices. To improve service quality of the
Group, the Company conducts site visits and regular visits
in order to have in-depth understanding on actual demands
and development targets of customers. By establishing long-
term and good cooperation with customers, the Company
has efficiently supported the economic development in the
regions of operation and indirectly facilitated employment
in those regions. Meanwhile, the Group has proactively
acquired customer feedbacks, including feedbacks from site
visits and feedbacks by phone. Therefore, the Group has a
set of policies and procedures in place to monitor and control
quality, so as to ensure customers’ opinions are efficiently
collected and handled.

Quality Management

The Group has established the “Quality Management Policy”
with aims to add value for customers through business
processes that support the services offered. To enhance
service quality, the Group collects customers’ feedback on
services provided and designated staff would report the
same to the management. The Group has also issued the
Staff Operational Manual and organised training sessions
to familiarise employees with the standard operational
procedures. The Group is committed to providing quality
services to customers through enhancing the senior
management’s administrative ability and the strength of
operation employees.
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Protection of Customer Data and Privacy

The Group handles significant amount of personal data
and credit information of customers. The Group upholds a
belief that information security and privacy are key principles
for operation. The Group’s employees are required to sign
a confidentiality agreement acknowledging receipt and
agreement of their responsibility and obligation regarding the
protection and non-disclosure of customer data. In addition,
information can only be used in authorised business activities.
Employees disclosing such information to other parties
is considered as data theft. Related employees shall bear
corresponding responsibility.

During the Reporting Period, there were no noted case of
violation of relevant laws or regulations regarding product
responsibility.

Anti-corruption

The Company is committed to upholding ethics and integrity
during the operation process. No form of corruption or
bribery is tolerated. Sound judgements for transactions with
customers, suppliers, contractors, job seekers, colleagues
or any other third party should be ensured. All applicable
laws and regulations shall be duly complied with so as to
always maintain the highest standard of integrity. During the
Reporting Period, the Company rigidly abided by the Anti-
Money Laundering Law of the People’s Republic of China
(FR#EANREFMBIR % E) and other laws and regulations
in respect of anti-corruption, bribery, fraud and money
laundering. Reference to the aforesaid laws and regulations,
the Company has developed the “Anti-Money Laundering
Policy”, which provided that staff of the business department
shall learn potential customers’ background completely
through consulting documentation and communicating with
customers according to relevant internal guidance before
commencing business dealings with them. The Company’s
risk management department also collects information of
current customers in respect of uses of proceeds, sources
of repayment funding and operational conditions. The
risk management department also acquires their latest
information from time to time and report to the senior
management once abnormal situation is identified.
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Pursuant to the requirements of the Group’s relevant policies,
employees may question suspected misconduct or misconduct
orally or in writing. The Group will make every effort to
treat all reports in a strictly confidential way. The identity of
the reporting and complaining employee is not allowed to
be disclosed without his/her consent, unless the Group is
legally obliged to disclose the employee’s identity and other
information. In case of suspected corruption or other criminal
offences, the Group will report to the applicable departments.

The Group has always strictly complied with relevant laws
and regulations. During the Reporting Period, no corruption
behaviour nor litigation by the Group or employees of the
Group has been noticed.

COMMUNITY

B8.

Community Investment

The Group deeply realised the importance of returning to the
society and spared no effort in providing help to community.
The Group strongly encouraged its staff to participate in
community activities and contribute to the sustainable
development of the harmonious society. Looking forward, the
Group will continue to focus on community care and staff
development with an aim to improve the society through
participation in the community. The Group actively undertakes
social responsibility and devotes itself to various social welfare
activities - making unremitting exploration and efforts to
achieve the promotion of harmonious social progress and the
win-win development.

During the year, the Company was awarded “Award of
Merit” by the Community Chest of Hong Kong in recognition
of the Company’s enthusiastic participation in its fund-raising
activities.

In November 2019, the Company has carried out Ziyuanyuan
"Action with love, Reappearance of light" poverty alleviation
project about Cataracts in Baise, Guangxi, which providing
the poverty-stricken patients with free treatment. Meanwhile,
the Company has offered supplies and solicitude money to
the local poverty family.
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INDEX OF ENVIRONMENTAL, SOCIAL AND

(BREFE HEREABEES) R

GOVERNANCE REPORTING GUIDE 5|
Subject Areas Content Page Index
TEEHE S BB RS
A. Environmental
A. BRI
Aspect A1: Emissions
EEHAT: #KY
General Disclosure Information on: 57
—RRIXEE BRABRLREREBHN RKELHNE S BEREETERZYHNE

G 30

(a) the policies; and

(@ HR: R

(b) compliance with relevant laws and regulations that have a

significant impact on the issuer

(b) ETFTHETABERTENHBERZRRINER -

relating to air and greenhouse gas emissions, discharges into water

and land, and generation of hazardous and non-hazardous waste.
A1.1 The types of emissions and respective emissions data 57
A1.1 HERU R R R A R
A1.2 Greenhouse gas emissions in total and intensity 58
A1.2 BERBRAHNENREE
A1.3 Total hazardous waste produced and intensity N/A
A1.3 MELEETRRMRENRERE i B
Al.4 Total non-hazardous waste produced and intensity 59
A1.4 MEABRZRRMRENREE
A1.5 Description of measures to mitigate emissions and results achieved N/A
A1.5 i RUORR BE P2 B HE 1 S PTG RO R A5
A1.6 Description of how hazardous and non-hazardous wastes are handled, N/A

reduction initiatives and results achieved
A1.6 MLEERENEEREN L HEELAENEHREMSKR T iE A
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Subject Areas Content Page Index

TEEHE RS EWBES

Aspect A2: Use of Resources

EEA2  ZFEH

General Disclosure Policies on the efficient use of resources, including energy, water and 60
other raw materials

—MRIXEE BERERER (BEEIR  KREMERERME) 8B

A2.1 Direct and/or indirect energy consumption by type (e.g. electricity, gas 61
or oil) in total and intensity

A2.1 REAESMNEER SEZER(WE fRoB) BRELREE

A2.2 Water consumption in total and intensity 61

A2.2 BrREKERER

A2.3 Description of energy use efficiency initiatives and results achieved N/A

A2.3 it B R A W 5 E R PTG AR TiE A

A2.4 Description of whether there is any issue in sourcing water that is fit N/A
for purpose, water efficiency initiatives and results achieved

A2.4 f it SR EGE KR £ R BRI R RE - A RAR T Bk s st & R ATIS K i
R

A2.5 Total packaging material used for finished products and with reference N/A
to per unit produced

A2.5 HRmATAEEMANEERGEEELLSE i A

Aspect A3: Environment and Natural Resources

EHA3 RERAAEIR

General Disclosure Policies on minimising the issuer’s significant impact on the 62
environment and natural resources

— AR MEZETABRRERRREREKEAZENBR

A3.1 Description of the significant impacts of activities on the environment 62
and natural resources and the actions taken to manage them

A3.1 HLEBEHEHRERRAERNEAZELRCRDNEREAFATEN
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Subject Areas Content Page Index
TEEHE AE BB &
B. Social
B. #&
Aspect B1: Employment
EBEB1:ERF
General Disclosure Information on: 63
—RRIREE AR E BERSEA TERKE RE FEHe Zob R
I A8 DA 2 B At 5 48 SR AR A A
(a) the policies; and
() HE: &
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
(b) BTHETAGEARTENHBEZ LA ER
relating to compensation and dismissal, recruitment and promotion,
working hours, rest periods, equal opportunity, diversity, anti-
discrimination, and other benefits and welfare
B1.1 Total workforce by gender, employment type, age group and 63
geographical region
B1.1 RER - EEEL - FRAR RMES D HEEBH
B1.2 Employee turnover rate by gender, age group and geographical region 64
B1.2 RIER - FEARI KRB HHEB MK X
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Subject Areas Content Page Index
FTEHE AR BB RS

Aspect B2: Health and Safety

BEB2 RBEHZE

General Disclosure Information on: 66
—RRIRE ERRHLZE2THERERRERERE2BELEEN

o

A

(a) the policies; and

(@) BE: &

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

(b) BTHBRTABEAZENHEBERZRBRHNER

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

B2.1 Number and rate of workrelated fatalities N/A
B2.1 ETEREMTT AR E A iE A
B2.2 Lost days due to work injury N/A
B2.2 EIBEATIIERH @ B
B2.3 Description of occupational health and safety measures adopted, how 66

they are implemented and monitored
B2.3 WA PTRANBERFERT 25 U RBAERTRERE
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Subject Areas Content Page Index
TEEHE RS BB &
Aspect B3: Development and Training
EBEB3 @ &REREZ
General Disclosure Policies on improving employees’ knowledge and skills for discharging 67
duties at work and description of training activities
— PRI EE ERRAEERIT IIERE N MB KRB Rt IFINES
B3.1 The percentage of employees trained by employee category (e.g. 67
senior management, middle management)
B3.1 RESEF (MEREEE HREEEZ)EIASNXIEEAI L
B3.2 The average training hours completed per employee by gender and 67
employee category
B3.2 RUERNEEERZ D F2EETKXIIN TR
Aspect B4: Labour Standards
BEB4 - 5 TEE
General Disclosure Information on: 67
— AR BRADEETRoEH % T :
(a) the policies; and
(a) B R
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
(b) ETFHETABERTENEBEZLRONER
relating to preventing child and forced labour.
B4.1 Description of measures to review employment practices to avoid child 67
and forced labour
B4.1 st BB NEEAR R E T RG4S T
B4.2 Description of steps taken to eliminate such practices when discovered 67
B4.2 i 7E 3 3R 8 MR B R BR A BB IS U BT BRER A 27 B
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Subject Areas Content Page Index
TEEHE RS EWBES
Aspect B5: Supply Chain Management
EEB5 - RIE#EE
General Disclosure Policies on managing environmental and social risks of the supply 68
chain
—PRIXEE EIRHERNRE KL g R R BOR
B5.1 Number of suppliers by geographical region N/A
B5.1 miplE e s EREA T iE A
B5.2 Description of practices relating to engaging suppliers, number of 68
suppliers where the practices are being implemented, how they are
implemented and monitored
B5.2 MG EEREREENED  MERTERENNHERSE UKEA
FEPINNIT RERITA
Aspect B6: Product Responsibility
EEHB6 . EmEML
General Disclosure Information on:
— MR BRMRHERNMRENRERLZE BES SERELBEEURMRK 69
TER
(a) the policies; and
(@) HBE: Kk
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
(b) BEBTHETAGEATENHBEZLBROINER
relating to health and safety, advertising, labelling and privacy matters
relating to products and services provided and methods of redress.
B6.2 Number of products and service related complaints received and how N/A
they are dealt with
B6.2 EREENERERBORFEHEUAREE A @ B
B6.3 Description of practices relating to observing and protecting N/A
intellectual property rights
B6.3 fe it BR i N RIE S B E R A BB B i@ A
B6.5 Description of consumer data protection and privacy policies, how 70
they are implemented and monitored
B6.5 MIOEEEERRERLBBE  ARBBERITRERT A
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Subject Areas Content Page Index
TEHE AE BB &
Aspect B7: Anti-corruption
[EEB7 - RE)S
General Disclosure Information on: 70
—RRIRE BRI PR BEFRERERN:
(a) the policies; and
(@) HE &
(b) compliance with relevant laws and regulations that have a
significant impact on the issuer
(b) BEFHEHBTABEAZENHEBEZRAMNNER
relating to bribery, extortion, fraud and money laundering.
B7.1 Number of concluded legal cases regarding corrupt practices brought N/A
against the issuer or its employees during the Reporting Period and
the outcomes of the cases
B7.1 RBRERANHETASIHBEERETEELENE SHARGHEE X i A
SR
B7.2 Description of preventive measures and whistleblowing procedures, 70
how they are implemented and monitored
B7.2 By E s R BRI U RBERITT RERF A
Aspect B8: Community Investment
/E[EBS : HERE
General Disclosure Policies on community engagement to understand the needs of the 71
communities where the issuer operates and to ensure its activities take
into consideration the communities’ interests
— MR BRI ELEREREENTLREZENMEREEZER TS ZEL(
& ) &5 B0 B
B8.1 Focus areas of contribution 71
BS.1 HIERER
B8.2 Resources contributed to the focus areas 71
BS.2 FEr&BMBAER
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The Board is pleased to present its annual report together with the
audited consolidated financial statements of the Group for the year
ended 31 December 2019. The Shares were listed on the GEM of
the Stock Exchange on 9 July 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The
principal activities of its subsidiaries are set out in note 32 to the
consolidated financial statements. The Group is principally engaged
in providing equipment-based finance leasing services to SMEs
customers in the medical devices, printing and logistics industries in
the PRC.

RESULTS

The results of the Group for the year ended 31 December 2019
and the financial position of the Company and of the Group at that
date are set out in the consolidated financial statements on pages
101 to 103 of this annual report.

BUSINESS REVIEW

The review of the business of the Group during the year and the
discussion on the Group's future business development are set out
in the sections headed “Chairman’s Statement” and “Management
Discussion and Analysis”, and the description of the principal risks
and uncertainties facing the Group and key financial performance
indicators are set out in the section headed “Management
Discussion and Analysis”. The financial risk management objectives
and policies of the Group are set out in note 31(b) to the
consolidated financial statements. No important event affecting the
Group has occurred during the year up to the date of this annual

report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the
Group during the year are set out in note 15 to the consolidated
financial statements.
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SHARE CAPITAL

Details of the Company’s share capital is set out in note 25 to the
consolidated financial statements. The Company’s shares have been
listed on the GEM of the Stock Exchange since 9 July 2018.

RESERVES

Details of movements in the reserves of the Company and
the Group are set out in note 34 to the consolidated financial
statements and in the consolidated statement of changes in equity
respectively.

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

Details of the significant related party transactions entered by
the Group during the year ended 31 December 2019 are set
out in note 27 to the consolidated financial statements. To the
best knowledge of the Directors, none of these related party
transactions constitute connected transactions or continuing
connected transactions, which are required to comply with the
disclosure requirements in accordance with Chapter 20 of the GEM
Listing Rules.

PRE-EMPTIVE RIGHTS

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

DISTRIBUTABLE RESERVES

As at 31 December 2019, the Company’s reserves available for
distribution to owners comprising share premium account less
retained profits, amounted to approximately RMB64.3 million.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2019, the revenue attributable
to the Group's largest customers and five largest customers
accounted for approximately 1.3% and 5.3% of the Group’s total
revenue, respectively.
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None of the Directors or any of their close associates (as defined in
GEM Listing Rules) or shareholders (which, to the best knowledge
of the Directors, own more than 5% of the Company's issued
share capital) has any beneficial interest in the Group's five largest
customers.

Due to the Group’s business nature, the Group does not have
major suppliers.

DIRECTORS

The Directors during the year and up to the date of this annual
report were as follows:

Executive Directors
Mr. Zhang (Chairman and Chief Executive Officer)
Mr. Zhang Junwei

Non-executive Director
Mr. Lyu (appointed on 15 August 2019)
Ms. Shen (resigned on 15 August 2019)

Independent non-executive Directors
Mr. Chan

Mr. Li

Mr. Chow

In accordance with the Company’s articles of association, at
each annual general meeting, one third of the Director for the
time being 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 may, being eligible, offer
themselves for re-election at the annual general meeting. All
Directors appointed by the Board to fill a casual vacancy shall hold
office until the first general meeting of shareholders after their
appointment and be subject to re-election at such meeting and
all Directors appointed by the Board as an addition to the existing
Board shall hold office only until the next following annual general
meeting and shall then be eligible for re-election.
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DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors of the Group are set out on
pages 19 to 24 of this annual report.

PERMITTED INDEMNITY PROVISION

Every Director shall be entitled to be indemnified out of the assets
of the Company against all losses or liabilities incurred or sustained
by him as a Director in defending any proceedings, whether civil or
criminal, in which judgment is given in his favour, or in which he is
acquitted.

DIRECTORS’ SERVICE CONTRACTS

Mr. Zhang, being the executive Director, has entered into a service
agreement with the Company with effect from 12 June 2018. The
service contract is for an initial term of three years with effect from
the Listing Date and shall continue thereafter unless and until it
is terminated by our Company or our Director giving to the other
not less than three months’ prior notice in writing. In addition,
Mr. Zhang has also entered into a service contract with a PRC
subsidiary. The service agreement can be terminated by either party
by giving the other party one month’s written notice in advance or
otherwise in accordance with the terms of the service contract.

Mr. Zhang Junwei, being the executive Director, has entered into a
service agreement with the Company with effect from 9 November
2018 for a terms of three years. The service agreement can be
terminated by either party by giving the other party three months’
written notice in advance or otherwise in accordance with the
terms of the service agreement.

Mr. Lyui, being the non-executive Director, has entered into a
service agreement with the Company with effect from 15 August
2019 for a terms of three years. The service agreement can be
terminated by either party by giving the other party three months’
written notice in advance or otherwise in accordance with the
terms of the service agreement.
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Each of Mr. Chan, Mr. Li and Mr. Chow, being all our Independent
Non-executive Directors, has entered into a letter of appointment
with our Company on 12 June 2018. Each letter of appointment
is for an initial term of three years commencing from the Listing
Date and shall continue thereafter unless terminated by either party
giving at least three month’s notice in writing.

None of the Directors who are proposed for re-election at the
forthcoming annual general meeting has a service contract with
the Company which is not determinable within one year without
payment of compensation, other than statutory compensation.

EMOLUMENTS OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the directors of the Company and the
five highest paid individuals of the Group are set out in note 12 to
the consolidated financial statements, respectively. There has been
no arrangement under which any Director has waived or agreed to
waive any emolument.

DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

There was no transactions, arrangements or contracts of
significance to which the Company, its holding company or any
of its subsidiaries was a party and in which a Director or an entity
connected with a Director had a material interest whether directly
or indirectly, existed at the end of the year or at any time during
the year.

MANAGEMENT CONTRACTS

As at 31 December 2019, the Company did not enter into or have
any management and administration contracts in respect of the
whole or any principal business of the Company.
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DISCLOSURE OF INTEREST

Directors’ and chief executive’s interests and short positions
in Shares and underlying Shares and debentures of the
Company and its associated corporations

As at 31 December 2019, the interests and short positions of the
Directors and the chief executive of the Company in the Shares,
underlying Shares and debentures of the Company and any of its
associated corporations (within the meaning of Part XV of SFO)
which are required (a) to be notified to the Company and the Stock
Exchange pursuant to Divisions 7 and 8 of part XV of the SFO
(including interests and short positions in which they are taken or
deemed to have under such provisions of the SFO); or (b) pursuant
to section 352 of the SFO, to be entered in the register referred to
therein; or (c) have to be notified to the Company and the Stock
Exchange pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules,
were as follows:

Long positions in the Shares

Name of Director Capacity/Nature of interest

EEHE
EERFETBRABREAATAREAKLH
HRG HEROREEINESZRLR

RZE-—NF+ZA=+—H KXAFES
REZTHABRANRAG RHEMAREEE
(EERBHRHEGOEXVED) BRMD 1
AR REESRES : QREE %%&H i?
BRAEXVEETRESH AN AR
TH(PEESEREBEESRAE ﬂﬂﬁlJZEZi
RS EIESAR REEA MR KK E)  F(b)
RIEES LB E G E3521F B R IE
Fr it & 52 8 sk ()R ¥ GEM 1 48 A1) 885 .46
E5.671GBME RN T R AT E R = A
BT

REGHIFE

Number of
Shares held/
interested in

Approximate
percentage of
shareholding”

HE/BERG REHL
EEpgs E3 Vg £:1:3-1 HRDEE BALY
Mr. Zhang" @ Interest in controlled corporation; interest held 300,000,000 75%
jointly with another person
REEOD REHZE#G B - ATHARAKENER
Mr. Zhang Junwei®® Interest in controlled corporation; interest held 300,000,000 75%

jointly with another person

REFELOVO
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Notes:

On 24 February 2017, the ultimate controlling shareholders of the
Company, namely Mr. Zhang and Mr. Zhang Junwei entered into
a concert parties confirmatory deed to acknowledge and confirm,
among other things, that they are parties acting in concert with each
member of the Group from the incorporation dates of the respective
members of the Group and continue as at and after the date of the
concert parties confirmatory deed, details of which are set out in
the subsection headed “History and Reorganisation — Parties Acting
in Concert” in the Prospectus. As such, pursuant to the parties
acting in concert arrangement, each of the controlling shareholders
of the Company, namely Hero Global (being wholly owned by Mr.
Zhang), Mr. Zhang, Icon Global Holding Limited (“lcon Global")
(being wholly owned by Mr. Zhang Junwei) and Mr. Zhang Junwei, is
deemed to be interested in 75.0% of the issued share capital of the

Company.

300,000,000 Shares in which Mr. Zhang is interested consist of the
following: (i) 219,801,980 Shares held by Hero Global, a company
wholly owned by Mr. Zhang, in which Mr. Zhang is deemed to be
interested under the SFO; and (ii) 80,198,020 Shares in which Mr.
Zhang is deemed to be interested as a result of being a party acting-
in-concert with Mr. Zhang Junwei.

300,000,000 Shares in which Mr. Zhang Junwei is interested consist
of (i) 80,198,020 Shares held by Icon Global, a company wholly
owned by Mr. Zhang Junwei, in which Mr. Zhang Junwei is deemed to
be interested under the SFO; and (ii) 219,801,980 Shares in which Mr.
Zhang Junwei is deemed to be interested as a result of being a party
acting— in-concert with Mr. Zhang.
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A7) H 880,198,0200% f% 17 - 1R 15 & 5
REIERG  REBEEWBANZIR
MEA R R()RERELEREH AR
EE-BRITHMATTIHRAEEREZD
219,801,980 % 17
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Long position in the associated corporations RIEB LB ITFE
Number and
Name of associated class of Percentage
Name of Director corporations Capacity/ nature of interest securities of Shareholding
EHEE
Y HE LB AR 5/ EutE K& REBDL
Mr. Zhang Hero Global Beneficial owner 50,000 100%
ordinary shares
REE Hero Global EREAA 50,000/ & A% 100%
Mr. Zhang Junwei Icon Global Beneficial owner 100 100%
ordinary shares
REBEE BEEIK ERBEAA 100 & @ R 100%

Save as disclosed above, as at 31 December 2019, none of the
Directors or chief executive of the Company had an interest or
short position in any shares or underlying shares and/or debentures
of the Company or any of its associated corporations (within the
meaning of Part XV of the SFO) which would have to be notified
to the Company and the Stock Exchange pursuant to Divisions 7
and 8 of Part XV of the SFO (including interests or short positions
in which they are taken or deemed to have under such provisions
of the SFO) or that was required to be recorded in the register kept
by the Company pursuant to section 352 of the SFO, or which are
required to be notified to the Company and the Stock Exchange,
pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules.
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Substantial shareholders’ interests and short positions in
Shares and underlying Shares of the Company

So far as the Directors are aware, as at 31 December 2019, the
persons (other than Directors or chief executive of the Company)
who had interests in the Shares and underlying Shares of the
Company within the meaning of Part XV of the SFO which are
required to be disclosed pursuant to the provisions of Divisions 2
and 3 of Part XV of the SFO, or which will be required, pursuant
to Section 336 of the SFO, to be entered in the register of the
Company were as follows:

Long positions in the Shares

Name of shareholder Capacity/Nature of interest

DIRECTORS’ REPORT
EEEHE

FTERRRADTARORMEER G B EREK
KRB

BEEMA R_E-NF+-_A=1+—8"
RARBBRD RBAERDPHEEER (E&
RBEHFEEGROIEXVEL) - iR 5% EH &
HERPIFEXVERE2 R B30 BB T
BARIEES R B GRDIE3361F#5 AL
RARBNERMZAL (ARABRERLE
ZITBABRRIN 0T

REGHIFE

Number of
Shares held/
interested in

Approximate
percentage of
shareholding

BE/BEER R RERE A0
RRE® B EniE HRGEE Bo
Hero Global® Beneficial owner; interests held jointly with 300,000,000 75%
another person
Hero Global™ ERBAEN BR—HATERSENER
Icon Global® Beneficial owner; interests held jointly with 300,000,000 75%
another person
eSS ERFEN EE-—BATHARENER
Ms. Tang Yiping? Interest of spouse 300,000,000 75%
e L@ B 48 7 2
Notes: B 5T

(1) On 24 February 2017, the ultimate controlling shareholders of the
Company, namely Mr. Zhang and Mr. Zhang Junwei entered into
a concert parties confirmatory deed to acknowledge and confirm,
among other things, that they are parties acting in concert with each
member of the Group from the incorporation dates of the respective
members of the Group and continue as at and after the date of the
concert parties confirmatory deed, details of which are set out in the
subsection headed “History and Reorganisation — Parties Acting in
Concert” in the Prospectus. As such, pursuant to the parties acting
in concert arrangement, each of the controlling shareholders of the
Company, namely Hero Global (being wholly owned by Mr. Zhang),
Mr. Zhang, Icon Global (being wholly owned by Mr. Zhang Junwei)
and Mr. Zhang Junwei, is deemed to be interested in 75.0% of the
issued share capital of the Company.

(1) M-ZE—+E-F 4B AQANEK
TRRAR R - BIaR S A ROR BB L AR L — B
TEATHERRE AR RER (T )
AASEESKE A ARGMKIBHERE
EHITBATHRZEAARER KE
ABEAEEENEB AN —BITSHALT -HEH
—HITBATERZENFBEHNBRER
[FEeREHE-——BITBALT]IDE - EilL-
BE-BITBATZH AQRSEREK
5 - BlHero Global (BHR‘EAZEHEE) K
SE-BEE2K (BREREEZERT) X
REBELE WRABNARFT5.0%E 1T
AR R -
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(2)  Ms. Tang Yiping is the spouse of Mr. Zhang, and she is deemed, or
taken to be, interested in all Shares in which Mr. Zhang is interested
in for the purposes of the SFO.

Save as disclosed above, as at 31 December 2019, the Directors
were not aware of any other person (other than the Directors or
chief executive of the Company as disclosed in the section headed
“Directors’ and chief executive's interests and short positions in
Shares and underlying Shares and debentures of the Company
and its associated corporations” above) who had or deemed to
have interests or short positions in the shares, underlying shares
or debentures of the Company which has to be disclosed to the
Company under the provisions of Divisions 2 and 3 of Part XV of
the SFO and as recorded in the register required to be kept under
section 336 of the SFO.

COMPETING INTEREST

During the year ended 31 December 2019, none of the Directors
or the controlling shareholders of the Company or their respective
close associates (as defined in the GEM Listing Rules) is interested
in any business which competes or is likely to compete, either
directly or indirectly, with the business of the Group or has any
conflicts of interest with the Group.

DEED OF NON-COMPETITION

The controlling shareholders of the Company, namely Mr. Zhang,
Mr. Zhang Junwei, and their respective holding companies, namely
Hero Global and Icon Global (the “Controlling Shareholders”)
entered into a deed of non-competition dated 12 June 2018
("Deed of Non-competition”) in favour of the Company (for
itself and as trustee for each of its subsidiaries). For details of
the Deed of Non-competition, please refer to the section headed
“Relationship with Controlling Shareholders — Non-competition
Undertaking” in the Prospectus. Each of the Controlling
Shareholders has confirmed that none of them is engaged in, or
interested in any business (other than the Group) which, directly
or indirectly, competes or may compete with the business of the
Group.

The independent non-executive Directors have also reviewed the
status of compliance and confirmed that all the undertakings under
the Deed of Non-competition have been complied with by each of
the Controlling Shareholders during the year and up to the date of
this report.
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PURCHASE, SALES OR REDEMPTION OF THE
COMPANY'S LISTED SECURITIES

Neither the Company nor any of its subsidiaries purchased, sold or
redeemed any of the Company’s listed securities during the year
and up to the date of this report.

CORPORATE GOVERNANCE PRACTICES

The Company considers the maintenance of a high standard of
corporate governance important to the continuous growth of the
Group. The Company’s corporate governance practices are based
on code provisions as set out in the Corporate Governance Code
(the "CG Code"”) as contained in Appendix 15 of the GEM Listing
Rules. As the Shares were listed on the GEM of the Stock Exchange
on 9 July 2018, other than the deviation from code provision
A.2.1, the Company has since then adopted and complied with,
where applicable, the CG Code to ensure that the Group’s business
activities and decision-making processes are regulated in a proper
and prudent manner.

During the year and up to the date of this report, other than the
deviation from code provision A.2.1 explained on pages 25 and
30 of this report respectively, the Company complied with the
provisions of the CG Code as set out in Appendix 15 to the GEM
Listing Rules.

EVENT AFTER THE REPORTING PERIOD

Save as disclosed in notes 13 and 35 to the consolidated financial
statements, the Directors are not aware of any significant event
which had material effect on the Group subsequent to 31
December 2019 and up to the date of this report.
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FINAL DIVIDENDS

Dividend Policy

The Company has no fixed dividend policy. A decision to distribute
any interim dividend or recommend any final dividend would
require the approval of the Board and will be at its discretion. In
addition, any final dividend for a financial year will be subject to
Shareholders’ approval. A decision to declare or pay any dividend in
the future and the amount of any dividends depends on a number
of factors, including but not limited to our results of operations,
financial condition, working capital, capital requirements and
other factors our Board may deem relevant. There is no assurance
that dividends of such amount or any amount will be declared or
distributed each year or in any year.

In addition, as our Company is a holding company registered in
the Cayman Islands and our operations are conducted through our
subsidiaries in the PRC, the availability of funds to pay distributions
to Shareholders depends on dividends received from these
subsidiaries.

During the board meeting held on 23 March 2020, the Board
recommended the payment of a final dividend of HK3 cents
per share, in form of a cash dividend, to the Shareholders. The
proposed final dividend for 2019 is expected to be paid to the
shareholders on or before 29 June 2020.
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CLOSURE OF REGISTER OF MEMBERS FOR
THE ANNUAL GENERAL MEETING

For the purpose of determining the entitlement to attend and
vote at the annual general meeting of the Company to be held on
Friday, 22 May 2020 (the “2020 AGM"), the register of members
of the Company will be closed from Tuesday, 19 May 2020 to
Friday, 22 May 2020, during which period no transfer of Shares
will be effected. Shareholders whose names appear on the register
of members of the Company on Friday, 22 May 2020 will be
entitled to attend and vote at the 2020 AGM. In order to qualify
for attending and voting at the 2020 AGM, all transfer documents
accompanied by the relevant share certificates must be lodged
with the Company’s Hong Kong branch share registrar and transfer
office, Tricor Investor Services Limited, at Level 54, Hopewell
Centre, 183 Queen’s Road East, Hong Kong for registration no
later than 4:30 p.m. on Monday, 18 May 2020.

CLOSURE OF REGISTER OF MEMBERS FOR
FINAL DIVIDEND

For the purpose of determining Shareholders’ entitlement to the
final dividend, the register of members of the Company will be
closed from Monday, 1 June 2020 to Tuesday, 2 June 2020, during
which period no transfer of shares will be registered. The record
date for determination of entitlement to the final dividend shall be
Tuesday, 2 June 2020. Shareholders whose names appear on the
register of members of the Company on Tuesday, 2 June 2020 will
be entitled to the final dividend. To qualify for the final dividend,
all share transfer documents accompanied by the relevant share
certificates must be lodged for registration with the Company’s
branch share registrar and transfer office in Hong Kong, Tricor
Investor Services Limited at level 54, Hopewell Centre, 183 Queen’s
Road East, Hong Kong no later than 4:30 p.m. on Friday, 29 May
2020.
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INTEREST OF THE COMPLIANCE ADVISER

As notified by Guoyuan Capital (Hong Kong) Limited (“Guoyuan
Capital”),
compliance adviser service agreement entered into between the

the Company's compliance adviser, save for the

Company and Guoyuan Capital dated 28 March 2017, none of
Guoyuan Capital or its directors, employees or associates (as
defined in the GEM Listing Rules) had any interest in the Group
as at 31 December 2019, which is required to be notified to the
Company pursuant to Rule 6A.32 of the GEM Listing Rules.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, based on information that is publicly
available to the Company and within the knowledge of the
Directors, the Directors confirm that the Company maintained the
amount of public float as required under the GEM Listing Rules.

AUDIT COMMITTEE

The Audit Committee has reviewed with the management of
the Group the accounting principles and practices adopted by
the Group and discussed auditing, internal control and financial
reporting matters including the review of the audited consolidated
financial statements for the year ended 31 December 2019. The
Audit Committee had reviewed together with the management and
external auditor the accounting principles and policies adopted by
the Group and the audited consolidated financial statements for
the year.

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

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

The consolidated financial statements for the year ended 31
December 2019 have been audited by Deloitte Touche Tohmatsu,
Certified Public Accountants, who will retire and, being eligible,
offer themselves for re-appointment. A resolution for the re-
appointment of Deloitte Touche Tohmatsu as auditor of the
Company will be proposed at the forthcoming annual general
meeting.

By order of the Board
Ziyuanyuan Holdings Group Limited
Zhang Junshen
Chairman and Chief Executive Officer

Hong Kong, 23 March 2020

DIRECTORS’ REPORT
EEEHE

B BED

HE_Z-NF+A=+—HILLFEZR
BMBEHRAEHEMEMEH ERT
BEITEZ ERGRELTAEREE
MR -BENEREREAERTSEAMITA
AN B R BB 2 R A 2 S R JE R B K

gLR=Z-

EEEGm
ERREREEERAF
FIERITHARE
RER

BA ZETF=A=+=H

S EREBARLR FEHE 2019

93



94

INDEPENDENT AUDITOR’S REPORT
BYZBENRE

Deloitte

TO THE SHAREHOLDERS OF ZIYUANYUAN HOLDINGS GROUP
LIMITED
ERnEZEREERRAF

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
“Company”) and its
“Group”) set out on

Ziyuanyuan Holdings Group Limited (the
subsidiaries (collectively referred to as the
pages 101 to 207, 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 ("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.
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INDEPENDENT AUDITOR’S REPORT

KEY AUDIT MATTERS

8 3 % BURD &

FAREXEE

Key audit matters are those matters that, in our professional HRERFERBEESENEZHERER
judgment, were of most significance in our audit of the REEVMBRRNBEEXREENER - Z
consolidated financial statements of the current period. These EEEAESERERRAMBRERNED
matters were addressed in the context of our audit of the ERREE -EETEHZEETHERERES
consolidated financial statements as a whole, and in forming our B

opinion thereon, and we do not provide a separate opinion on

these matters.

Key audit matter
HRELEE
Impairment of finance lease receivable

B & R WK E R E

How our audit addressed the key audit matter

EENERNMNEERRELRER

We identified the impairment of finance lease receivable
as a key audit matter due to its significance to the
consolidated financial statements, and the use of
judgement by the management in measuring the expected
credit losses (“ECL") for finance lease receivable which are
subject to impairment assessment under HKFRS 9.
ERBEHSERBFERBEYGEVBRERCEZHUR
ERERFTErENRE R HIE (RIEE LB RS 2R
FOREMITR AR ) < TEBEREBEXR ([AREREBXR])
REH 2 EERRERERBGRIBRES R = @R
BEZEE-

As set out in note 18 to the consolidated financial
statements, as at 31 December 2019, the carrying amount
of finance lease receivable is RMB359,077,000 after
deducting a lifetime ECL allowance of RMB12,764,000,
representing approximately 84% of the total assets.
WAERE B mEM T 18AE R —NF+=-A=+—
H mEREREKHIEZEEES A& AR359,077,000
TC RSB 2 ETEHE B A B R ARE12,764,0007T 1 15
BEBERNBA% °

Our procedures in relation to the impairment of finance
lease receivable included:
EEEHRREHERVBRBECEFEE:

o Obtaining an understanding and testing
the effectiveness of key controls over the
determination of the impairment methodology,
the governance over the ECL models, the inputs
into the ECL models and the assumptions used by
the Group in measuring the ECL of finance lease
receivable;
THRMAABRZENEEEETRERE R B
TEHERBAER WATERERERESR 28
BRk BEfEEREHSERUFERERAZE
HIERIBRRB 2B

o Understanding and assessing the appropriateness
of management’s methodology for identifying
the grouping of finance lease receivable on the
basis of internal credit rating which reflect shared
credit risk characteristics;
THRETHERERABEETRBNIMEHRE
FEW RIEA R 2 757 ( i =5 A E R ED
2 E

o Assessing the reasonableness of ECL model,
model assumptions (such as the estimation
of the amount and timing of future cash
flows), economic inputs and forward-looking
macroeconomic scenarios for ECL measurement;
mIEHERELFENAEAERELARE A
B EBEERR (PINRKRREREZ S5 KM
fhEh) KBEWMABBRAETZBRECEBERAZE
iR L
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KEY AUDIT MATTERS (continued)
Key audit matter

ERERSBHE

Impairment of finance lease receivable

B &R KRR E

AREZEHE &)

How our audit addressed the key audit matter

BEENBERNMEEREERSEHR

As set out in note 4 to the consolidated financial
statements, management measures ECL for finance lease
receivable by using a provision matrix. In determining
the impairment of finance lease receivable, the
management considers (i) internal credit rating which
reflect shared credit risk characteristics for different
industry types, historical past due information and lessees’
creditworthiness for different groupings of finance lease
receivable, (ii) associations between macroeconomic
scenarios and economic inputs, (iii) forward-looking
information without undue cost or effort including
macroeconomic scenarios and (iv) amount and timing of
future cash flows as parameters of the ECL models, and
fair value of the pledged underlying assets. In addition,
finance lease receivable which are credit-impaired are
assessed for ECL individually based on expectation of cash
flows that takes into account the fair value of the pledged
underlying assets based on available market information
and credit risk characteristics of the particular individual
lessees.

MG & IS mRM AR E - BIREE ARSI ER
EHERKFEZAHERABLX - RETCREHERNKE
BER BEEBZRNABEENA ERETAMERE
EW IR R 2 TRTHEEAR - BEBBMER KAEAE
B HAZERERSE: (DVZBQBREBNELERA
BBEZHER: (NVBFNETNCENRAKE NHAELEE
HERZBRBERL: RIWVEREBERBRZ2HZ AR
RenseBREE e ERBEREE A TFE- N
HRERRE REBERKFEGHIERERIBRET
BRI {4 - E 8 ARG MREM IS AT HERSHZ 2 HiF 8
HMEEATE2RERERHREEEMNABAZERR
B dr K o
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Testing the integrity of a sample of data used to
measure ECL;
BEFPEERNERRERBRZEREIEZ

TR

On a sample basis, checking the accuracy of
internal credit rating which reflect shared credit
risk characteristics for different industry types,
historical past due information and lessees’
creditworthiness for different groupings of
finance lease receivable;
MERENBEEFRERTE ERRTRME
HERUHKEERN Z TETEEMN BEBHE
MEABAGBZAZEARAREE:

For the credit-impaired finance lease receivable,
on a sample basis, assessing for reasonableness
the Group's assumptions on the expected future
cash flows and testing the value of the pledged
underlying assets against available market
information;
SRHERERREZREESREEN GRS
ZEWMET G EEEHRHRKRASRE ZKRE
ZREMN YRABmHEEMAIACERBEE
EZBE:

Testing a selection of subsequent settlements
of credit-impaired finance leases, by inspecting
supporting documents for cash receipts from
lessees subsequent to the end of the reporting
period; and
BRAMEEZHEREAREBEzMERE 2 HRE
BN FRARERRE B AR%Z B AME AR
RezBRAXMG: &

Assessing the financial statement disclosures
relating to the Group’s credit risk management
and impairment assessment under HKFRS 9.
AEERBYBRELENESRIBATEH EXEE
RREREREMREF G EHRREEEE-



INDEPENDENT AUDITOR’S REPORT

OTHER INFORMATION

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the annual report, but does not include the
consolidated financial statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF DIRECTORS AND
THOSE CHARGED WITH GOVERNANCE

FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

The directors of the Company are responsible for the preparation
of the consolidated financial statements that give a true and fair
view in accordance with HKFRSs issued by 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.

Those charged with governance are responsible for overseeing the
Group's financial reporting process.
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INDEPENDENT AUDITOR’S REPORT
BYZBENRE

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 solely to you, as a
body, in accordance with our agreed terms of engagement, and
for no other purpose. We do not assume responsibility towards
or accept liability to any other person for the contents of this
report. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with
HKSAs will always detect a material misstatement when it exists.
Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably
be expected to influence the economic decisions of users taken on
the basis of these consolidated financial statements.

As part of an audit in accordance with HKSAs, we exercise
professional judgment and maintain professional skepticism

throughout the audit. We also:

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

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

o Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019
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AUDITOR’S RESPONSIBILITIES FOR THE

INDEPENDENT AUDITOR’S REPORT
BYRHE®RE

BB E RS M B WRERE

AUDIT OF THE CONSOLIDATED FINANCIAL NEE (=)
STATEMENTS (continued)

We communicate with those charged with governance regarding,

Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required
to draw attention in our auditor’'s report to the related
disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

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

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.

HEERABEKESTERNRE
MR R - RIZPTER N EZERE
BERLFERFEHEIBERLEBNEKR
THEEMW M eEss S£EMN
HERERNELEARBE -NRESH
REFEEATHEN AELELEZ
B EPIRBEAELIBEAMBR
RPMMARNE ANBERRETR
AT EENER -BENERmIER
BB E B LRSI EZEE - A
- RREBHEKERATEES BEEHE

TREFFBIRE -

AESEMBRERNEEBERITA &
BEAR BREEE UGS TBER
REATERBRIEBEIZ RFE-

B BEREANEBIEXBASNUEE
HERTRE BENEXRE UEY
HEVBHRRBREREAL-EERA H
SEEZNNA EBMRT -BER
EREABERERHEM-

FHEREEN (AR BB FINERR

=

=] z
among other matters, the planned scope and timing of the audit HELZH BERERERE BEEE
and significant audit findings, including any significant deficiencies BRI A B R ERRPAETT

in internal control that we identify during our audit.
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INDEPENDENT AUDITOR’S REPORT
BYZBENRE

AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

The engagement partner on the audit resulting in the independent
auditor’s report is Luk Kam Fan.

Deloitte Touche Tohmatsu
Certified Public Accountants
Hong Kong

23 March 2020
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME

GERERHEMZARER

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

2019 2018
—ZE-NF —E-N\F
Notes RMB’'000 RMB'000
B 2 ARE T AREFIT
Revenue W 2=
Finance leasing income mEME WA 6 67,064 60,409
Interest income R E KA B A
from loan receivables 1,061 -
Total revenue 28U TR 68,125 60,409
Bank interest income RITH BUA 28 111
Other gains and losses H b Wz & g 1R 7 1,328 1,083
Staff costs 8 T KA 11 (13,778) (8,338)
Impairment losses under expected FEHIfE AEXL ([BHEREX])
credit loss (“ECL") model, BB T ZREEE
net of reversal ($0BR#EEE) 9 (2,861) (2,767)
Listing expenses FiRx - (4,883)
Other operating expenses HigEmy (13,301) (10,449)
Share of loss of an associate DA E N F BB (60) -
Finance costs Bl & B AR 8 (13,028) (12,208)
Profit before taxation B %52 A g 26,453 22,958
Taxation 1A 10 (9,580) (6,013)
Profit and total comprehensive FREMNEE2EBABE
income for the year 11 16,873 16,945
Earnings per share BRRAFN
— Basic (RMB cents) —HZEAR(ARESD) 14 4.22 4.87

FEHRSE 2019
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e M BARR R

At 31 December 2019

RZFE—NFF+=ZA=+—H

2019 2018
—E—-hEF —ZE-NF
Notes RMB’000 RMB'000
Bt & AREBF R ARBTT
NON-CURRENT ASSETS ERBEE
Plant and equipment W E k& 15 939 551
Right-of-use assets ERAEEE 16 13,969 -
Finance lease receivable R EHE E W R IE 18(a) 119,027 151,762
Loan receivables JE U B R 18(b) 5,897 -
Prepayments for leasehold TERHEEYEEBHIE
improvement 6,485 -
Deferred tax assets RIEFRIBE E 17 4,996 4,576
Refundable rental deposits REHERS 1,072 -
152,385 156,889
CURRENT ASSETS RBEE
Finance lease receivable R E M E E W R IE 18(a) 240,050 217,001
Loan receivables W E 18(b) 7.208 -
Prepayments and other receivables &< 2t I8 & H b JiE Uk 7018 19 4,577 4,495
Restricted bank deposits BRBERITER 20 61 -
Bank balances and cash SRITHEHRNIRS 20 22,291 25,004
274,187 246,500
CURRENT LIABILITIES RBAEE
Other payables and accrued charges E b J& 1 538 & fE =1 & 21 5,796 3,907
Tax payable FERI 1R 8,593 5,552
Lease liabilities HEBE 22 4,031 -
Deposits from finance lease MEHERFPEZS
customers 18(a) 24,956 25,473
Deferred income PRIE U A 23 2,070 7,523
Bank borrowings RITER 24 56,180 30,065
101,626 72,520
NET CURRENT ASSETS RBEERE 172,561 173,980
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e MBARR R

At 31 December 2019
RZFE—NF+=ZHA=+—H

2019 2018
—E-hE —E—N\F
Notes RMB’000 RMB'000
B 2 ARE T AREFIT
NON-CURRENT LIABILITIES kARBARE
Deferred tax liabilities REFREEE 17 1,978 -
Lease liabilities HEAEFE 22 10,857 -
Deposits from finance lease BREHERFPZSE
customers 18(a) 10,096 43,482
Deferred income I FE U A 23 1,744 3,989
24,675 47,471
NET ASSETS BEEFHE 300,271 283,398
CAPITAL AND RESERVES BEARRHE
Share capital [N 25 33,839 33,839
Reserves (i 266,432 249,559
TOTAL EQUITY RRBE 300,271 283,398

The consolidated financial statements on pages 101 to 207 were
approved and authorised for issue by the board of directors on 23
March 2020 and are signed on its behalf by:

Mr. Zhang Junshen
REREE
Director

EF

FI0NE207/E 2 AV BREER - -Z
FZAZt+=—BEEZ o & REETIE
WHTHEERERS:

Mr. Zhang Junwei
RERBEEE
Director

EF

FEHRSE 2019
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

RAEREEX
For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

Capital
Share Share and other Statutory Retained
capital premium reserves reserves profits Total
EXR
BA& REE it EE R RE B -
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETR ARETR ARETT ARETT ARETR
(note i) (note i)
(FEii) (KiEEi)
At 1 January 2018 RZE-\E—F—H 88 61,913 133,023 2,814 12,342 210,180
Profit and total comprehensive  FREFI R 2 ERALE

income for the year - - - - 16,945 16,945
Transfer to PRC statutory reserves & 2= BUAE R { (Fi15Hi)

(note i) - - - 2,578 (2,578) -
Issue of new shares (note 25)  F{THR (ME25) 8,459 55,829 - - - 64,288
Issue of shares by capitalisation ~ BEBERLIRDRERRTRY

of share premium account (FizE25)

(note 25) 25,292 (25,292) - - - -
Transaction costs attributable to ~ #{THREER ZM A

issue of new shares - (8,015) - - - (8,015)
At 31 December 2018 RZE-\F+ZA=T—H 33,839 84,435 133,023 5,392 26,709 283,398
Profit and total comprehensive ~ FREFI R 2EMALE

income for the year - - - - 16,873 16,873
Transfer to PRC statutory reserves 85 & = BUATE R (FifsHi)

(note i) - - - 2,198 (2,198) -
At 31 December 2019 RZE-NE+-A=1+-H 33,839 84,435 133,023 7,590 41,384 300,271
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Notes:

(i)

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Pursuant to the articles of association of the subsidiaries established
in the People’s Republic of China (the "PRC"),

appropriate 10% or an amount to be determined by its directors

it is required to

of its profit after taxation in accordance with the relevant PRC
regulations before any distribution of dividends to owners each
year to the statutory reserve until the balance reaches 50% of its
registered capital.

Capital and other reserves represents (i) the reserve arising from
the acquisition of 55% equity interest of Ziyuanyuan (Shenzhen)
International Finance Leasing Company Limited (“ZYY Finance
Leasing”), a subsidiary of the company, through acquisition of HK
Lixin Trade Co., Limited ("HK Lixin"); (ii) the difference between the
aggregate of the issued capital of HK Lixin and ZYY Finance Leasing
directly attributable to Mr. Zhang Junshen and Mr. Zhang Junwei, the
controlling individual shareholders of the Company (the “Controlling
Individual Shareholders”) and the net assets value of HK Lixin
upon insertion of the Company and Honor Global Holding Limited
as part of the group reorganisation; (iii) the consideration paid on
the acquisition of the remaining 45% equity interest of ZYY Finance
Leasing by HK Lixin from the Controlling Individual Shareholders;
and (iv) Hero Global Limited (“Hero Global”), an immediate
holding company of the Company, waived an amount due from HK
Lixin, a subsidiary of the Company, amounting to RMB68,000,000,
which was accounted for as a deemed capital contribution from a
shareholder.

Laks:

(i)

RERBREHX

For the year ended 31 December 2019
R CE-NFEF A= HAUFEE

BERPEARLME ([HE])RKSZHH
BARMEBERMY SFAEE ADIK
EABEA - AR ARETBEIERE10%HE
EEESBRNBRRRBENE I OEERE
HEEAREDZMEARMNS0%

BARRHMEFEEO)EBBRESEV(EE
SERAT ([EFBLE]) MKEARR K
BRrAagxx ORY)BEFERERERRA
A ([ETTmMERE])MS5%REMELE
BOREE + (i) A2 B2 A (8 A B SR AR 8 R St A
RiREELE (EREAREK]) EEEN
ERUEMNETTRERENE BEITRAR
HEFMARNA R RER2EREREGRAF
EAEEEH B ENEBLEEETE
2R EE: (iEBE MR EARE
W SITT T M AT E M T45% A M S H
RE R(vARR B EEER A Hero Global
Limited ([Hero Global | )% % & W K A &)
Bt X B8 S5 BB A R 68,000,000
T EARYARIERELE -

&
=l
o
12
=5
bd
JiE
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CONSOLIDATED STATEMENT OF CASH FLOWS

= =1
FRERERER
For the year ended 31 December 2019
HE-—F-NFF A=+ —AULFE

2019 2018
—E-NEF —E-N\F
RMB’'000 RMB'000
AR¥ T AR¥EF T
OPERATING ACTIVITIES RETEH
Profit before taxation B 75 A1 e 26,453 22,958
Adjustment for: HE:
Depreciation of right-of-use assets EREEENE 2,754 -
Depreciation of plant and equipment B R ETE 335 203
Share of loss of an associate DAL E R R E R 60 -
Written off plant and equipment R 55 Ko 5% 4 i 35 15 -
Finance costs Bb & AR AR 13,028 12,208
Impairment losses on finance lease A& 1 & e W R IE R E B 1R
receivable 2,725 2,767
Impairment losses on loan receivables FEW EROR B E1E 136 -
Bank interest income RITF B U A (28) (111)
Gain on investment of structured deposits EHMERE RS (63) (45)
Gain on disposal of an associate HE RS AR W (260) -
Operating cash flows before movements LEESEPILERERNE
in working capital 45,155 37,980
Decrease (increase) in finance lease receivable &f& 8 & /& W & m A (& h0) 6,961 (34,793)
Increase in loan receivables JE U B ZR 1 hn (13,241) -
Increase in prepayments and other receivables 8 {< 5t T8 & £ b & U ZR T 12 n (878) (925)
Increase in restricted bank deposits AR HIER 1T 7 7R hn 61) -
Increase (decrease) in other payables and EfbEARIER
accrued charges FEET B R M CRd) 2,235 (2,558)
Decrease in deposits from finance lease MEEEEFPZEER
customers and deferred income i FE W R D 18 (49,679) (23,227)
Cash used in operations KEARS (9.508) (23,523)
PRC Enterprise Income Tax paid EAPBE RGN (4,981) (6,092)
NET CASH USED IN OPERATING ACTIVITIES &EZ ZBARESTFE (14,489) (29,615)
INVESTING ACTIVITIES RETH
Redemption of structured deposits CEfEIRCy SN 52,563 38,045
Proceeds on disposal of investment in HEBE QR MENRIEA
an associate 1,200 -
Proceeds from rental deposits refund HeWSRAMSFHIE 351 -
Bank interest income received B YER 1T H B U A 28 111
Payments for right-of-use assets FREEE 2K (223) -
Payments for refundable rental deposits AREHEZS 2R (627) -
Purchase of plant and equipment BEME L& (738) (54)
Investment in an associate KA E R A (1,000) -
Payments for leasehold improvement HEMERBE TR (6,485) -
Placement of structured deposits GEEBEMETR (52,500) (38,000)
NET CASH (USED IN) FROM INVESTING RETH (A FMBREFH
ACTIVITIES (7,431) 102
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CONSOLIDATED STATEMENT OF CASH FLOWS
MERERER
For the year ended 31 December 2019
HE-F-AFI A=t —AULFE

2019 2018
—E-NF —N\F
RMB’'000 RMB'000
AR¥ TR AREFIT
FINANCING ACTIVITIES mEEE
Bank borrowings raised EHRIRITER 61,000 60,000
Cash receipts from financial liability arising EIEHEELNSBEEYN
from repurchase agreements R WK 4,953 -
Issue of new shares BITHERY - 64,288
Advances from related parties RA B 7 AR - 31,500
Interest paid for financial liability arising EEWEEEANSREEDN
from repurchase agreements EAFLE (63) (721)
Issue costs paid BT BT AA (346) (5,227)
Interest paid for leases liabilities ENESEEENERX (508) -
Repayments of leases liabilities BEMEAR (1,612) -
Interest paid for bank borrowings RITEROERFE (4,664) (1,456)
Repayments of financial liability arising BEOBHEZEENSREE
from repurchase agreements (4,953) (8,340)
Repayments of bank borrowings BEIRITER (34,600) (30,000)
Repayments to related parties [ BA B 5 i X - (57,851)
NET CASH FROM FINANCING ACTIVITIES ®BEFEBHMEBRSFHE 19,207 52,193
NET INCREASE (DECREASE) IN CASH ReERASEEYEM D) FH
AND CASH EQUIVALENTS (2,713) 22,680
CASH AND CASH EQUIVALENTS R—BA—BNREREASEEY
AT 1 JANUARY 25,004 2,324
CASH AND CASH EQUIVALENTS RT+-ZA=+—HWEER
AT 31 DECEMBER, RE&ZEEY
represented by bank balances and cash BIRTTEKRERE 2 22,291 25,004
EnxnEREEERAT FERS 2019
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GENERAL

Ziyuanyuan Holdings Group Limited (the "Company") is a
public limited company incorporated in the Cayman Islands
and its shares are listed on GEM of the Stock Exchange of
Hong Kong Limited (the “Stock Exchange”). The Company's
immediate and ultimate holding company is Hero Global.
The addresses of the registered office and principal place
of business of the Company are disclosed in the corporate
information section of the annual report.

The shares of the Company have been listed on GEM of the
Stock Exchange with effect from 9 July 2018.

The Company is an investment holding company. The
principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are provision of
finance leasing services in the PRC. Details of the Company’s
subsidiaries are set out in note 32.

The consolidated financial statements are presented in
Renminbi (“RMB"), which is also the functional currency of
the Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

—RE

KA nEREEARAF([EA7])
DEFREREEEIMA LN ARERA
A-HEROREBBMERSFABER AR
(MR FT]) GEMEm - R QA B B 5
T Bx 4845 B8 72 &) A Hero Global ° AR &)
MR ERE R EE A FE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

New and Amendments to HKFRSs that are mandatorily
effective for the current year

The Group has applied the following new and amendments to
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA") for the first time in the current year:

HKFRS 16 Leases

HK(IFRIC)-Int 23 Uncertainty over Income Tax

Treatments

Amendments to Prepayment Features with Negative

HKFRS 9 Compensation

Amendments to Plan Amendment, Curtailment or
HKAS 19 Settlement

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

Amendments to Annual Improvements to HKFRSs
HKFRSs 2015-2017 Cycle

Except as described below, the application of the
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 years and/or on the
disclosures set out in these consolidated financial statements.

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

FERHEAMEREER
{(;ﬁiﬁﬂﬂi%*ﬁ%i’iﬁ—ﬁlu)&,\
cH|

REEBRFERNHI B RBMBHREE
AR BASE]

RAFE AEEBERERBELES
fhng ([EREAAE])BEHNT
FIREI E B B |EER R BB

BEMBRSER HE

1657
B (ABEBBRE FEHEERN
REZE®) DHEE M
—2BE23%R
BAUBREER REETEMY
HRMIBE] RERE
BEg &R FHEEL IR
F195RMER] ®E
BEEHER REEATIREE
F28HMIER] rEZRBES
BEAUBREENE BAVBRE
EH) A -—T—RF
E-E—+F
B2 FELE

BT XAl EIN RAFERAE S
BREERNET L EH REEBRARF
ERBEFENTBRERRMRN KR,
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG

FINANCIAL REPORTING STANDARDS

("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily

effective for the current year (continued)
2.1 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.

Definition of a lease

The Group has elected the practical expedient to apply
HKFRS 16 to contracts that were previously identified
as leases applying HKAS 17 and HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease
and not apply this standard to contracts that were not
previously identified as containing a lease. Therefore,
the Group has not reassessed contracts which already
existed prior to the date of initial application.

For contracts entered into or modified on or after 1
January 2019, the Group applies the definition of a
lease in accordance with the requirements set out in
HKFRS 16 in assessing whether a contract contains a
lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS

("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (continued)

2.1 HKFRS 16 Leases (continued)

As a lessee

The Group has applied HKFRS 16 retrospectively with
the cumulative effect recognised at the date of initial
application, 1 January 2019.

As at 1 January 2019, the Group recognised additional
lease liabilities and right-of-use assets at amounts
equal to the related lease liabilities by applying HKFRS
16.C8(b)(ii) transition. Any difference at the date of
initial application is recognised in the opening retained
profits and comparative information has not been
restated.

When applying the modified retrospective approach
under HKFRS 16 at transition, the Group applied the
following practical expedient to leases previously
classified as operating leases under HKAS 17, on lease-
by-lease basis, to the extent relevant to the respective
lease contracts:

i. elected not to recognise right-of-use assets and
lease liabilities for leases with lease term ending
within 12 months of the date of initial application.

When recognising the lease liabilities for leases
previously classified as operating leases, the Group has
applied incremental borrowing rates of the relevant
group entities at the date of initial application. The
weighted average lessee’s incremental borrowing rate
applied is 7.0%.

e ISR

For the year ended 31 December 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (continued)
2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

2. EAFHITEAMKERELERD
(BB BHREEL ) RE
&3] (&)

REERHENWHTEBMBEREE
Bl EABFT (&)
2.1 BENBHEENEIHHEE
(#)
fERRBA (F)

At 1 January

2019
R=-ZT—-"#F
—ABA—H
RMB’000
ARETF T
Operating lease commitments disclosed RZE-NF+ZHA=+—H
as at 31 December 2018 2 BE Y 4SS TH B R 4,840
— Lease commencement date after - HERBBHPAE-Z—N\F
31 December 2018 +-A=+—HB2% 3,397
— Lease commencement date on or —HERBBEBHA-T—N\F
before 31 December 2018 FTZA=F+—HkZH 1,443
Lease liabilities discounted at relevant LR L 2 (5 5 R KB IR A
incremental borrowing rates HEaE 1,329
Less: Recognition exemption B ERRE—REHEE
— short-term leases (26)
Lease liabilities relating to operating leases R ER B R %S 2R
recognised upon application of HKFRS 16 FIoREHABHALE
HENHERE 1,303
Lease liabilities as at 1 January 2019 RZE—NF—A—8H
HEBE 1,303

Analysed as
Current
Non-current
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

APPLICATION OF NEW AND 2. EAMITEBMBEEREEL
AMENDMENTS TO HONG KONG (TERMBRELR ) RE
FINANCIAL REPORTING STANDARDS &3] (&)
("H KFRSS") (continued)
New and Amendments to HKFRSs that are mandatorily REERHERNWHITEBHMBERSEE
effective for the current year (continued) BIR EABET (&)
2.1 HKFRS 16 Leases (continued) 2.1 BEMEHREEREIHEE
(%)
As a lessee (continued) EBRBA ()
The carrying amount of right-of-use assets for own use RZZE-NF—-—A—BHNBERR®
as at 1 January 2019 comprises the following: REEAEFROERENTSIE:
Right-of-
use assets
EREEE
Note RMB'000
Bt & AR¥T T
Right-of-use assets relating to R IER BB 5 S 2 A
operating leases recognised upon FIHREEREELCERERN
application of HKFRS 16 EREEE 1,303
Adjustments on rental deposits RZE-—NF—HA—HH
at 1 January 2019 HEZRESHAE (a) -

1,303

S EREBARLR FEHE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (continued)
2.1 HKFRS 16 Leases (continued)

As a lessee (continued)

(a) Before the application of HKFRS 16, the Group
considered refundable rental deposits paid as rights and
obligations under leases to which HKAS 17 applied.
Based on the definition of lease payments under HKFRS
16, such deposits are not payments relating to the
right to use of the underlying assets and were adjusted
to reflect the discounting effect at transition. The
discounting effect has had no material impact on the
carrying amount of the refundable rental deposits of the

Group as at 1 January 2019.

As a lessor

In accordance with the transitional provisions in HKFRS
16, the Group is not required to make any adjustment
on transition for leases in which the Group is a lessor
but account for these leases in accordance with HKFRS
16 from the date of initial application and comparative
information has not been restated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS

("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (continued)

2.1 HKFRS 16 Leases (continued)

Sales and leaseback transactions
The Group acts as a buyer-lessor

In accordance with the transition provisions of HKFRS
16, sale and leaseback transactions entered into before
the date of initial application were not reassessed. Upon
application of HKFRS 16, the Group as a buyer-lessor
does not recognise the transferred asset if such transfer
does not satisfy the requirements of HKFRS 15 as a sale.
During the year, all sales and leaseback transactions in
which the relevant seller-lessees have an obligation or a
right to repurchase the relevant assets were accounted
as financing arrangements under HKFRS 9.

The transition to HKFRS 16 has no material impact on
the retained profits at 1 January 2019.

The following adjustments were made to the amounts
recognised in the consolidated statement of financial
position at 1 January 2019. Line items that were not
affected by the changes have not been included.

e ISR

For the year ended 31 December 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (continued)
2.1 HKFRS 16 Leases (continued)

Sales and leaseback transactions (continued)
The Group acts as a buyer-lessor (continued)

V& PR % 5T & 78 Bt 3% 3 o5 22 A
(TEEBMBRELEN ) RE

1&5] (#)

REERH

LR B RMBREE

Bl HASET (&)
2.1 EBUBHEERFI6HE

(%)

ERMEXE (&)
AEBERER-—HHEA (&)

Carrying Carrying
amounts amounts
previously under
reported at HKFRS 16
31 December at 1 January
2018 Adjustments 2019
KRR RZB-h§
—E-N\E —-B-BRE
+=A ERMBRE
=t-H ERIE165
ERNEEE RE 9 B I 1B
RMB'000 RMB'000 RMB'000
ARETT ARETT ARETT
Non-current Assets ERBEE
Right-of-use assets FREEE - 1,303 1,303
Current Liabilities REBEE
Lease liabilities MEBE - 641 641
Non-current liabilities EREBEE
Lease liabilities HEBE - 662 662
Note: For the purpose of reporting cash flows from operating et : BRBEREZESEAZ2REE-F

activities under indirect method for the year ended
31 December 2019, movements in working capital
have been computed based on opening consolidated
statement of financial position as at 1 January 2019 as
disclosed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (continued)

New and Amendments to HKFRSs that are mandatorily
effective for the current year (continued)
2.1 HKFRS 16 Leases (continued)

Sales and leaseback transactions (continued)

The Group acts as a buyer-lessor (continued)

Except as described above, the adoption of HKFRS 16
resulted in no other impact on the carrying amounts as
at 1 January 2019.

For the year ended 31 December 2019, the sales and
leaseback transactions of the Group did not satisfy the
requirements of HKFRS 15 as a sale. If HKAS 17 were
applied, there will be reclassification of loan receivables
to finance lease receivable of RMB13,105,000 as at
31 December 2019, as well as the reclassification
of interest income from loan receivables to finance
leasing income of RMB1,061,000 for the year ended 31
December 2019.

Except as described above, as lessor, the application
of HKFRS 16 has had no other material impact on
the amounts reported in the consolidated financial
statements for the year ended 31 December 2019.
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For the year ended 31 December 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

2. APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("H KFRSS") (continued)

New HKFRSs and amendments to HKFRSs issued but not
yet effective

The Group has not early applied the following new and
amendments to HKFRSs that have been issued but are not yet
effective:

HKFRS 17 Insurance Contracts’

FER#HTE B EREZER
(BB KREED]) R
&3] (&)

=

EEMEERERNFITIERVERE
HAIREBIMB®REER ZIEFT
REBEWEEFERAUTERMERK
ERH AT BB SR EER R EEET
7K

Amendments to
HKFRS 3

Amendments to
HKFRS 10 and
HKAS 28

Definition of a Business?

Sale or Contribution of Assets
between an Investor and its
Associate or Joint Venture3

EBH SRS £ RBRAH
175

EBM RS £ 28 FR?
EIRMIELT

BB KRS EA REZRHBENT]

F0RRBEGH
KRB 285F BT

LRELERL
BEHEIIE

Amendments to Definition of Material*

HKAS 1 and HKAS 8
Amendments to Interest Rate Benchmark Reform?*
HKFRS 9, HKAS 39
and HKFRS 7

! Effective for annual periods beginning on or after 1 January
2021

2 Effective for business combinations and asset acquisitions for
which the acquisition date is on or after the beginning of the
first annual period beginning on or after 1 January 2020

3 Effective for annual periods beginning on or after a date to be
determined

4 Effective for annual periods beginning on or after 1 January
2020

In addition to the above new and amendments to HKFRSs,
a revised Conceptual Framework for Financial Reporting
was issued in 2018. Its consequential amendments, the
Amendments to References to the Conceptual Framework
in HKFRS Standards, will be effective for annual periods
beginning on or after 1 January 2020.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS

("H KFRSS") (continued)

New HKFRSs and amendments to HKFRSs issued but not
yet effective (continued)

Except for the new and amendments to HKFRSs mentioned
below, the directors of the Company anticipate that the
application of all other new and amendments to HKFRSs
will have no material impact on the consolidated financial
statements in the foreseeable future.

Amendments to HKFRS 3 Definition of a Business
The amendments:

° add an optional concentration test that permits a
simplified assessment of whether an acquired set of
activities and assets is not a business. The election on
whether to apply the optional concentration test is
available on transaction-by-transaction basis;

° clarify that to be considered a business, an acquired
set of activities and assets must include, at a minimum,
an input and a substantive process that together
significantly contribute to the ability to create outputs;
and

° narrow the definitions of a business and of outputs by
focusing on goods and services provided to customers
and by removing the reference to an ability to reduce
costs.

The amendments are applied prospectively to all business
combinations and asset acquisitions for which the acquisition
date is on or after the first annual reporting period beginning
on or after 1 January 2020, with early application permitted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

APPLICATION OF NEW AND
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS

("H KFRSS") (continued)

New HKFRSs and amendments to HKFRSs issued but not
yet effective (continued)

Amendments to HKFRS 3 Definition of a Business
(continued)

The application of the amendments to HKFRS 3 in the current
year has had no material impact on the Group's financial
performance and positions for the current and prior years
and/or on the disclosures set out in these consolidated
financial statements.

Amendments to HKAS 1 and HKAS 8 Definition of
Material

The amendments provide refinements to the definition of
material by including additional guidance and explanations in
making materiality judgments. In particular, the amendments:

° include the concept of "obscuring" material information
in which the effect is similar to omitting or misstating
the information;

° replace threshold for materiality influencing users from
"could influence" to "could reasonably be expected to
influence"; and

o include the use of the phrase "primary users" rather
than simply referring to "users" which was considered
too broad when deciding what information to disclose
in the financial statements.

The amendments also align the definition across all HKFRSs
and will be mandatorily effective for the Group's annual
period beginning on 1 January 2020. The application of the
amendments is not expected to have significant impact on
the financial position and performance of the Group but may
affect the presentation and disclosures in the consolidated
financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

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

New HKFRSs and amendments to HKFRSs issued but not
yet effective (continued)

Conceptual Framework for Financial Reporting 2018 (the
“New Framework”) and the Amendments to References
to the Conceptual Framework in HKFRS Standards

The New Framework:

° reintroduces the terms stewardship and prudence;

o introduces a new asset definition that focuses on rights
and a new liability definition that is likely to be broader
than the definition it replaces, but does not change the
distinction between a liability and an equity instrument;

. discusses historical cost and current value measures,
and provides additional guidance on how to select a
measurement basis for a particular asset or liability;

o states that the primary measure of financial
performance is profit or loss, and that only in
exceptional circumstances other comprehensive income
will be used and only for income or expenses that
arise from a change in the current value of an asset or
liability; and

° discusses uncertainty, derecognition, unit of account,
the reporting entity and combined financial statements.

Consequential amendments have been made so that
references in certain HKFRSs have been updated to the New
Framework, whilst some HKFRSs are still referred to the
previous versions of the framework. These amendments are
effective for annual periods beginning on or after 1 January
2020, with earlier application permitted. Other than specific
standards which still refer to the previous versions of the
framework, the Group will rely on the New Framework on
its effective date in determining the accounting policies
especially for transactions, events or conditions that are not
otherwise dealt with under the accounting standards.
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SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition,
the consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (“Listing Rules”)
and by the Hong Kong Companies Ordinance (“CO").

The consolidated financial statements have been prepared
on the historical cost basis except for certain financial
instruments that are measured at fair values at the end of
each reporting period, as explained in the accounting policies
set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods or services.

Fair value is the price that would be received to sell an
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date,
regardless of whether that price is directly observable or
estimated using another valuation technique. In estimating
the fair value of an asset or a liability, the Group takes into
account the characteristics of the asset or liability if market
participants would take those characteristics into account
when pricing the asset or liability at the measurement date.
Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on such
a basis, except for leasing transactions that are accounted for
in accordance with HKFRS 16 (since 1 January 2019) or HKAS
17 (before application of HKFRS 16), and measurements that
have some similarities to fair value but are not fair value, such
as net realisable value in HKAS 2 Inventories or value in use in
HKAS 36 Impairment of Assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

For financial instruments which are transacted at fair value
and a valuation technique that unobservable inputs is to
be used to measure fair value in subsequent periods, the
valuation technique is calibrated so that at initial recognition
the results of the valuation technigue equals the transaction
price.

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based
on the degree to which the inputs to the fair value
measurements are observable and the significance of the
inputs to the fair value measurement in its entirety, which are
described as follows:

o Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity
can access at the measurement date;

° Level 2 inputs are inputs, other than quoted prices
included within Level 1, that are observable for the asset
or liability, either directly or indirectly; and

° Level 3 inputs are unobservable inputs for the asset or
liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)
The principal accounting policies are set out below:

Basis of consolidation
The consolidated financial statements incorporate the

3.

FESITHEE (&)
TeHBERIMT :

BeEEE
REVBmEREBARRRARZHIES

financial statements of the Company and entities controlled ERREMBAGNTBEHRE -MWEAR
by the Company and its subsidiaries. Control is achieved BIRE & DA TR - BIAR R B 12 il e

when the Company:

. has power over the investee;

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

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

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies
into line with the Group’s accounting policies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Basis of consolidation (continued)

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

Investments in an associate

An associate is an entity over which the Group has significant
influence. Significant influence is the power to participate in
the financial and operating policy decisions of the investee
but is not control or joint control over those policies.

The results and assets and liabilities of an associate are
incorporated in these consolidated financial statements
using the equity method of accounting. The financial
statements of the associate used for equity accounting
purposes are prepared using uniform accounting policies as
those of the Group for like transactions and events in similar
circumstances. Under the equity method, an investment in an
associate is initially recognised in the consolidated statement
of financial position at cost and adjusted thereafter to
recognise the Group's share of the profit or loss and other
comprehensive income (“OCI”) of the associate. Changes
in net assets of the associate other than profit or loss and
OCI are not accounted for unless such changes resulted in
changes in ownership interest held by the Group. When
the Group's share of losses of an associate exceeds the
Group’s interest in that associate (which includes any long-
term interests that, in substance, form part of the Group’s
net investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses are
recognised only to the extent that the Group has incurred
legal or constructive obligations or made payments on behalf
of the associate.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate (continued)

An investment in an associate or is accounted for using the
equity method from the date on which the investee becomes
an associate. On acquisition of the investment in an associate,
any excess of the cost of the investment over the Group's
share of the net fair value of the identifiable assets and
liabilities of the investee is recognised as goodwill, which
is included within the carrying amount of the investment.
Any excess of the Group's share of the net fair value of
the identifiable assets and liabilities over the cost of the
investment, after reassessment, is recognised immediately
in profit or loss in the period in which the investment is
acquired.

The Group assesses whether there is objective evidence that
the interest in an associate may be impaired. When any
objective evidence exists, the entire carrying amount of the
investment (including goodwill) is tested for impairment in
accordance with HKAS 36 /Impairment of Assets as a single
asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its carrying
amount. Any impairment loss recognised is not allocated to
any asset, including goodwill, that forms part of the carrying
amount of the investment. Any reversal of that impairment
loss is recognised in accordance with HKAS 36 to the extent
that the recoverable amount of the investment subsequently
increases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate (continued)

When the Group ceases to have significant influence over
an associate, it is accounted for as a disposal of the entire
interest in the investee with a resulting gain or loss being
recognised in profit or loss. When the Group retains an
interest in the former associate and the retained interest is
a financial asset within the scope of HKFRS 9, the Group
measures the retained interest at fair value at that date
and the fair value is regarded as its fair value on initial
recognition. The difference between the carrying amount
of the associate and the fair value of any retained interest
and any proceeds from disposing the relevant interest in the
associate is included in the determination of the gain or loss
on disposal of the associate. In addition, the Group accounts
for all amounts previously recognised in OCI in relation to
that associate on the same basis as would be required if
that associate had directly disposed of the related assets or
liabilities. Therefore, if a gain or loss previously recognised in
OCI by that associate would be reclassified to profit or loss
on the disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss (as a
reclassification adjustment) upon disposal/partial disposal of
the relevant associate.

When the Group reduces its ownership interest in an
associate but the Group continues to use the equity method,
the Group reclassifies to profit or loss the proportion of
the gain or loss that had previously been recognised in OClI
relating to that reduction in ownership interest if that gain or
loss would be reclassified to profit or loss on the disposal of
the related assets or liabilities.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Investments in an associate (continued)

When a group entity transacts with an associate of the
Group, profits and losses resulting from the transactions with
the associate are recognised in the Group’s consolidated
financial statements only to the extent of interest in the
associate that are not related to the Group.

Revenue recognition

Finance leasing income consists of finance lease income and
is recognised over the period of lease (see accounting policy
in respect of leases below) and in accordance with HKFRS
16 (since 1 January 2019) or HKAS 17 (before application of
HKFRS 16). Interest income is calculated with reference to the
gross carrying amount of finance lease receivable, except for
those which have subsequently become credit-impaired, for
which interest income is calculated with reference to their
amortised cost from the next reporting period.

Leases

Definition of a lease (upon application of HKFRS 16 in
accordance with transitions in note 2)

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 or arising from
business combinations 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, modification date or acquisition date, as
appropriate. Such contract will not be reassessed unless
the terms and conditions of the contract are subsequently
changed.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in

accordance with transitions in note 2)

Allocation of consideration to components of a contract
For a contract that contains a lease component and one or
more additional lease or non-lease components, the Group
allocates the consideration in the contract to each lease
component on the basis of the relative stand-alone price of
the lease component and the aggregate stand-alone price of
the non-lease components.

Non-lease components are separated from lease component
on the basis of their relative stand-alone prices.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition exemption
to leases of land and building that have a lease term of 12
months or less from the commencement date and do not
contain a purchase option. It also applies the recognition
exemption for lease of low-value assets. Lease payments
on short-term leases and leases of low-value assets are
recognised as expense on a straight-line basis over the lease

term.

Right-of-use assets
The cost of right-of-use asset includes:

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

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

° any initial direct costs incurred by the Group; and
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

Right-of-use assets (continued)

o 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 are measured at cost, less any
accumulated depreciation and impairment losses, and
adjusted for any remeasurement of lease liabilities.

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 are 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 as a separate line item
in the consolidated statement of financial position.

Refundable rental deposits

Refundable rental deposits paid are accounted under HKFRS
9 Financial Instruments (“"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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES 3.

(continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

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:

o fixed payments (including in-substance fixed payments)
less any lease incentives receivable;

° variable lease payments that depend on an index or a
rate, initially measured using the index or rate as at the
commencement date;

J amounts expected to be payable by the Group under
residual value guarantees;

J the exercise price of a purchase option if the Group is
reasonably certain to exercise the option; and

o payments of penalties for terminating a lease, if the
lease term reflects the Group exercising the option to
terminate the lease.

After the commencement date, lease liabilities are adjusted by
interest accretion and lease payments.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. FESHEE ®
(continued)
Leases (continued) HE (&)
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The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

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

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

the lease payments change due to changes in market
rental rates following a market rent review/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.

The Group presents lease liabilities as a separate line item on
the consolidated statement of financial position.

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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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessee (upon application of HKFRS 16 in
accordance with transitions in note 2) (continued)

Lease modifications (continued)
For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability 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.

The Group accounts for the remeasurement of lease liabilities
by making corresponding adjustments to the relevant right-
of-use asset. When the modified contract contains a lease
component and one or more additional lease or non-lease
components, the Group allocates the consideration in the
modified contract to each lease component on the basis of
the relative stand-alone price of the lease component and the
aggregate stand-alone price of the non-lease components.

The Group as a lessee (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.

Operating leases payments are recognised as an expense on a
straight-line basis over the lease term, except where another
systematic basis is more representative of the time pattern in
which economic benefits from the leased asset are consumed.

The Group as a lessor

Classification and measurement of leases

Leases for which the Group is a lessor are classified as finance
or operating leases. Whenever the terms of the lease transfer
substantially all the risks and rewards incidental to ownership
of an underlying asset to the lessee, the contract is classified
as a finance lease. All other leases are classified as operating
leases.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

The Group as a lessor (continued)

Classification and measurement of leases (continued)
Amounts due from lessees under finance leases are
recognised as receivables at commencement date at amounts
equal to net investments in the leases, measured using the
interest rate implicit in the respective leases. Initial direct costs
(other than those incurred by manufacturer or dealer lessors)
are included in the initial measurement of the net investments
in the leases. Interest income is allocated to accounting
periods so as to reflect a constant periodic rate of return on
the Group's net investment outstanding in respect of the
leases.

Interest and rental income which are derived from the
Group's ordinary course of business are presented as revenue.

The Group as a lessor (upon application of HKFRS 16 in
accordance with transitions in note 2)

Allocation of consideration to components of a contract
When a contract includes both leases and non-lease
components, the Group applies HKFRS 15 to allocate
consideration in a contract to lease and non-lease
components. Non-lease components are separated from lease
component on the basis of their relative stand-alone selling
prices.

Refundable rental deposits
Refundable rental deposits received are accounted for under
HKFRS 9 and initially measured at fair value. Adjustments to
fair value at initial recognition are considered as additional
lease payments from lessees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Leases (continued)

Sale and leaseback transactions (upon application of
HKFRS 16 since 1 January 2019)

The Group applies the requirements of HKFRS 15 to assess
whether sale and leaseback transaction constitutes a sale by
the Group.

The Group acts as a buyer-lessor

For a transfer of asset that does not satisfy the requirements
of HKFRS 15 to be accounted for as a sale of asset, the Group
as a buyer-lessor does not recognise the transferred asset and
recognises loan receivables equal to the transfer proceeds
within the scope HKFRS 9.

Sale and leaseback transactions (prior to 1 January
2019)

The accounting treatment of a sale and leaseback transaction
depends on the type of lease involved. The leaseback may be
a finance lease if it meets the condition that substantially all
the risks and rewards of ownership remain with the lessee, or
it may be an operating lease (in which case, some significant
risks and rewards of ownership have been transferred to the
purchaser).

The Group as a buyer-lessor

For sale and leaseback transactions which are in substance a
financing arrangement under HKFRS 9, the Group as a buyer-
lessor does not recognise the transferred asset and recognises
a finance lease receivable equal to the net investment in the
lease.

3.

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

FESBE (8

HE (&)

EfHEOXE (—ZFE—AF—HF—HZ
BEFEBHBHEEEREI6)
AEERARBYBREEAEI155R
HELNTMERAERZIEEHEKASE
EHHE -

FEEEBER—HHEA

RATAEBEMBRELEFISHKR
EARSHEEENEEBRMS &
SE(ERAER-—HBEALTHERE
BB EENERREBMBREERE
IRBENERERREEFNELE

Eo
A °

EEHEX S (ZF-NF—-FA—AZ
A7)
EREENEEERIE T ABURR Y &
M ERE - EmE BB
[ B Ko B SR AFE AR IER TS - @A
AUERERE EHANEEERE
(EHBRT BB ER
LOBREKEBRRERT) -

FEEEBER—HHEA
REFBMBEHRELANESE EE L
ERRETHNERERRS A&H
(ERER-—HHEA) U THACEBEE
ERERNHE 2 HEFENHESFEK
BMEMERRE-

FEHRSE 2019

135



136

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Foreign currencies

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recognised
at the rates of exchanges prevailing on the dates of the
transactions. At the end of the reporting period, monetary
items denominated in foreign currencies are retranslated at
the rates prevailing at that date.

Exchange differences arising on the settlement of monetary
items, and on the re-translation of monetary items, are
recognised in profit or loss in the period in which they arise.

Borrowing costs
Borrowing costs are recognised in profit or loss in the period
in which they are incurred.

Retirement benefit costs
Payments to defined contribution retirement benefit plans
and the Mandatory Provident Fund Scheme are recognised as
an expense when employees have rendered service entitling
them to the contributions.

Employees in the PRC are members of a state-managed
employee pension scheme operated by the relevant municipal
government in the PRC which undertakes to assume the
retirement benefit obligations of all existing and future retired
employees. The Group’s obligation is to make the required
contributions under the scheme. The Group has no further
payment obligations once the contributions have been
paid. The contributions are recognised as employee benefit
expenses when they are due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Short-term employee benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be paid
as and when employees rendered the services. All short-
term employee benefits are recognised as an expense unless
another HKFRS requires or permits the inclusion of the benefit
in the cost of an asset.

A liability is recognised for benefits accruing to employees
(such as wages and salaries, annual leave and sick leave) after
deducting any amount already paid.

Taxation
Income tax expense represents the sum of the tax currently
payable and deferred tax.

The tax currently payable is based on taxable profit for the
year. Taxable profit differs from profit/loss before taxation
because 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 temporary 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. Deferred tax assets are generally recognised for
all deductible temporary differences to the extent that it is
probable that taxable profit will be available against which
those deductible temporary differences can be utilised. Such
assets and liabilities are not recognised if the temporary
difference arises from goodwill or from the initial recognition
(other than in a business combination) of other assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (continued)

Deferred tax liabilities are recognised for taxable temporary
differences associated with investments in subsidiaries and
an associate, 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. Deferred tax assets arising from deductible temporary
differences associated with such investments and interests are
only recognised to the extent that it is probable that there
will be sufficient taxable profits against which to utilise the
benefits of the temporary differences and they are expected
to reverse in the foreseeable future.

The carrying amount of deferred tax assets is reviewed at the
end of the 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 assets and liabilities are measured at the tax
rates that are expected to apply in the period in which the
liability is settled or the asset is realised, based on tax rates
(and tax laws) that have been enacted or substantively
enacted by the end of the reporting period.

The measurement of deferred tax liabilities and assets 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.

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Taxation (continued)

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.

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 to the same taxable entity by the same taxation
authority.

Current and deferred tax is recognised in profit or loss.

In assessing any uncertainty over income tax treatments,
the Group considers whether it is probable that the relevant
tax authority will accept the uncertain tax treatment used,
or proposed to be use by individual group entities in their
income tax filings. If it is probable, the current and deferred
taxes are determined consistently with the tax treatment in
the income tax filings. If it is not probable that the relevant
taxation authority will accept an uncertain tax treatment, the
effect of each uncertainty is reflected by using either the most
likely amount or the expected value.

Plant and equipment

Plant and equipment are tangible assets that are held for use
in the production or supply of services, or for administrative
purposes. Plant and equipment are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and accumulated impairment
losses, if any.
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For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Plant and equipment (continued)

Depreciation is recognised so as to write off the cost of
items of plant and equipment less their residual values over
their estimated useful lives, using the straight-line method.
The estimated useful lives, residual values and depreciation
method are reviewed at the end of each reporting period,
with the effect of any changes in estimate accounted for on a
prospective basis.

An item of plant and equipment is derecognised upon
disposal or when no future economic benefits are expected
to arise from the continued use of the asset. Any gain or
loss arising on the disposal or retirement of an item of plant
and equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset and is
recognised in profit or loss.

Intangible assets

Research and development expenditure

Expenditure on research activities is recognised as an expense
in the period in which it is incurred.

An internally-generated intangible asset arising from
development activities (or from the development phase of
an internal project) is recognised if, and only if, all of the
following have been demonstrated:

o the technical feasibility of completing the intangible
asset so that it will be available for use or sale;

° the intention to complete the intangible asset and use
or sell it;

° the ability to use or sell the intangible asset;

o how the intangible asset will generate probable future
economic benefits;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Intangible assets (continued)

Research and development expenditure (continued)

. the availability of adequate technical, financial and
other resources to complete the development and to use
or sell the intangible asset; and

° the ability to measure reliably the expenditure
attributable to the intangible asset during its
development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria listed above. Where no internally-generated
intangible asset can be recognised, development expenditure
is recognised in profit or loss in the period in which it is
incurred.

Impairment on plant and equipment and right-of-use
assets

At the end of the reporting period, the Group reviews the
carrying amounts of its plant and equipment and right-of-use
assets to determine whether there is any indication that those
assets have suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated in
order to determine the extent of the impairment loss, if any.

The recoverable amount of plant and equipment and right-of-
use assets are estimated individually. When it is not possible
to estimate the recoverable amount individually, the Group
estimates the recoverable amount of the cash-generating unit
to which the asset belongs.

In addition, the Group assesses whether there is indication
that corporate assets may be impaired. If such indication
exists, corporate assets are also allocated to individual cash-
generating units, when a reasonable and consistent basis of
allocation can be identified, or otherwise they are allocated
to the smallest group of cash-generating units for which a
reasonable and consistent allocation basis can be identified.
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For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Impairment on plant and equipment and right-of-use
assets (continued)

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use, the
estimated future cash flows are discounted to their present
value using a pre-tax discount rate that reflects current
market assessments of the time value of money and the risks
specific to the asset (or a cash-generating unit) for which the
estimates of future cash flows have not been adjusted.

If the recoverable amount of a relevant asset is estimated
to be less than its carrying amount, the carrying amount of
the asset is reduced to its recoverable amount. For corporate
assets or portion of corporate assets which cannot be
allocated on a reasonable and consistent basis to a cash-
generating unit, the Group compares the carrying amount
of a group of cash-generating units, including the carrying
amounts of the corporate assets or portion of corporate
assets allocated to that group of cash-generating units, with
the recoverable amount of the group of cash-generating
units. The carrying amount of an asset is not reduced
below the highest of its fair value less costs of disposal (if
measurable), its value in use (if determinable) and zero. The
amount of the impairment loss that would otherwise have
been allocated to the asset is allocated pro rata to the other
assets of the unit or the group of cash-generating units. An
impairment loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset is increased to the revised
estimate of its recoverable amount, but so that the increased
carrying amount does not exceed the carrying amount that
would have been determined had no impairment loss been
recognised for the asset in prior years. A reversal of an
impairment loss is recognised immediately in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments

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

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities
at fair value through profit or loss (“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 effective interest method is a method of calculating the
amortised cost of a financial asset or financial liability and
of allocating interest income and interest expense over the
relevant period. The effective interest rate is the rate that
exactly discounts estimated future cash receipts and payments
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected
life of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying amount on
initial recognition.

Interest income which are derived from the Group's ordinary
course of business are presented as revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets

Classification and subsequent measurement of financial
assets

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

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

J the contractual terms give rise on specified dates to cash
flows that are solely payments of principal and interest
on the principal amount outstanding (“SPPI").

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

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

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

All other financial assets are subsequently measured at FVTPL.

The Group's financial assets are classified as either amortised

cost or FVTPL which is determined by whether the financial
assets meet the SPPI.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial

assets (continued)

0]

Amortised cost and interest income

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

e IR M

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Classification and subsequent measurement of financial

assets (continued)

(i) Financial assets at FVTPL
Financial assets that do not meet the criteria for being
measured at amortised cost or FVTOCI or designated as
FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value at
the end of each reporting period, with any fair value
gains or losses recognised in profit or loss. The net gain
or loss recognised in profit or loss includes any dividend
or interest earned on the financial asset and is included
in the “other gains and losses” line item.

Impairment of financial assets and finance lease
receivable subject to impairment assessment under
HKFRS 9

The Group performs impairment assessment under ECL model
on financial assets (including loan receivables, refundable
rental deposits, other receivables, restricted bank deposits and
bank balances) and finance lease receivable which are subject
to impairment under HKFRS 9. The amount of ECL is updated
at each reporting date to reflect changes in credit risk since
initial recognition.

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019

3.

FESITHEE (&)

E@MITA (&)
EHEE (&)
EHEEZTBERAENE (&)

(i)

BAFEFABEZEREE

THEERBEHXALZRFE
FARMEEKEHIETEREA
FEFAEMEZEKETENGK
HHERMEE SRATVEFAR

Sz =
HETE ©

BRAFEFABRGSZEREES
REREIHRIRAFETE - EMR
NP ERGENEIEGERGD TR
R o B e P R R et BB RF
HREAEREERDEMNRE S
S WA THE A Yoas &2 &5 18
HEF-

RIEE B HHEERIEIFREAT W
EiF Gz MEERBEHE R NS A
Z e

AEBERBEMERABRRIRANEEY
BHREENFORBELERHEE (B
RRERKER AIREHERS HME
Wk E - ARSI R1TF R MERITAEH)
Kt B E W RIBE TR E RS - T
HERBRANEBENSRS BHERN -
AR BR B R FERIR = M ER A EAE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease
receivable subject to impairment assessment under
HKFRS 9 (continued)

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

The Group applies the simplified approach to measure and
recognise lifetime ECL for finance lease receivable that results
from transactions that are within the scope of HKFRS 16 (since
1 January 2019) and HKAS 17 (before application of HKFRS
16). To measure the ECL, finance lease receivable have been
grouped based on shared credit risk characteristics or are
assessed individually for credit-impaired balances.

For all other instruments, the Group measures the loss
allowance equal to 12m ECL, unless there has been a
significant increase in credit risk since initial recognition, in
which case the Group recognises lifetime ECL. The assessment
of whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES 3. TESFHEBEK (»)

(continued)

Financial instruments (continued) EWMITAE(£Z)

Financial assets (continued) fﬂl’ﬁE (#&)

Impairment of financial assets and finance lease RIBEBHBIHREERFEIF ALETH

receivable subject to impairment assessment under EBEFEZtHBEERMBEHERNGE

HKFRS 9 (continued) ZE (&)

(i) Significant increase in credit risk (i) =EHEREZEEM
In assessing whether the credit risk has increased REHE B s R E R R
significantly since initial recognition, the Group BREENE  AEEBER®RER

compares the risk of a default occurring on the financial
instrument and finance lease receivable as at the
reporting date with the risk of a default occurring on
the financial instrument or finance lease receivable
as at the date of initial recognition. In making this
assessment, the Group considers both quantitative
and qualitative information that is reasonable and

e m T ARREHERWEA

B #) R B ER A 46 FE AR A B 2 Al
TEASBEAERKFIBEELN
EXRBEITH R - 1T b
- AEEESEEAEH AR
EENEUHER BREREFNEHS
WEH KA 1 A] 1SR E 2

supportable, including historical experience and WKEE R ATIEEE R -
forward-looking information that is available without
undue cost or effort.

In particular, the following information is taken into KRl EafaEREREEBE
account when assessing whether credit risk has EE gZEBATER:

increased significantly:

e an actual or expected significant deterioration in e SRIAEMINM(IEAE)K
the financial instrument’s external (if available) or REEE TR B K TER
internal credit rating; mERNL:

e existing or forecast adverse changes in business, e TEIEENEBABERER
financial or economic conditions that are expected B RIR T PREETS - B 7
to cause a significant decrease in the debtor's AR B BR A ST B Y
ability to meet its debt obligations; TR B
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease
receivable subject to impairment assessment under
HKFRS 9 (continued)

()

Significant increase in credit risk (continued)
o an actual or expected significant deterioration in
the operating results of the debtor;

o 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 has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

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

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease

receivable subject to impairment assessment under
HKFRS 9 (continued)

(ii)

Definition of default

For internal credit risk management, the Group classifies
credit risk on finance lease receivable into 4 grades (low
risk, fair risk, loss and write-off) as disclosed in note 31.
The internal credit risk ratings are based on qualitative
(such as lessee’s operating conditions, financial
positions, etc.) and quantitative factors (mainly includes
past due information of the finance lease receivable).

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

Irrespective of the above, the Group considers that
default has occurred when a financial asset or finance
lease receivable 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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease

receivable subject to impairment assessment under
HKFRS 9 (continued)
(iii) Credit-impaired financial assets/finance lease

receivable

A financial asset or finance lease receivable is credit-

impaired when one or more events that have a

detrimental impact on the estimated future cash flows

of that financial asset/finance lease receivable have

occurred. Evidence that a financial asset/finance lease

receivable is credit-impaired includes observable data

about the following events:

(a)

(b)

significant financial difficulty of the issuer or the
borrower;

a breach of contract, such as a default;

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

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

the disappearance of an active market for that
financial asset because of financial difficulties; or

the purchase or origination of a financial asset at
a deep discount that reflects the incurred credit
losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

3. SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease

receivable subject to impairment assessment under
HKFRS 9 (continued)
(iv) Write-off policy

(v)

The Group writes off a financial asset or finance lease
receivable when there is information indicating that the
counterparty is in severe financial difficulty and there is
no realistic prospect of recovery, for example, when the
counterparty has been placed under liquidation or has
entered into bankruptcy proceedings. Financial assets or
finance lease receivable written off may still be subject
to enforcement activities under the Group's recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised in
profit or loss.

Measurement and recognition of ECL

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

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease
receivable subject to impairment assessment under
HKFRS 9 (continued)

(v) Measurement and recognition of ECL (continued)

Generally, the ECL 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 effective interest rate determined at initial
recognition. For a finance lease receivable, the cash
flows used for determining the ECL is consistent with
the cash flows used in measuring the finance lease
receivable in accordance with HKFRS 16 (since 1 January
2019) or HKAS 17 (prior to 1 January 2019).

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

o Nature of financial instruments (i.e. the Group’s
other receivables and finance lease receivable are
each assessed as a separate group.);

. Past-due status;

. Nature, size and industry of debtors; and

o External credit ratings where available.
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SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets and finance lease
receivable subject to impairment assessment under
HKFRS 9 (continued)

(v) Measurement and recognition of ECL (continued)

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

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

Derecognition of financial assets

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.

On derecognition of a financial asset measured at amortised
cost, the difference between the asset’s carrying amount
and the sum of the consideration received and receivable is
recognised in profit or loss.
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For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

FESBE (8

E@MITA (&)

EHEE (&)

RIEE B BEREER FIN RETH

EFEzEtMEERBEHERKIE

ZHE (&)

(v) BEHERBANERER
(#&)
B TIEHEIEE T HRa - AR
REMBR KD EED ERLER
JeR g2 5 14 o

MBWADRESREENKRRT
REATE RIFSRMEERLRER
AR - FERIER T FEWARE
TREENBEEKAGHE -

BEBEREMEE
EEaEEMMRERE A NERNE
MREREREEREERERZEXN
MozEBROKREZEZS—ER K
SESERHERTREE - HAKE
WAREBRIARRERERE BN E
p R ER WEEZENCEBEE A
AEBSRAARLASN 2 SEERR
ZEENMEHABEZREED LR
HERE HAKBRECERTHE
A2 B AR Bk K B ¥ - Al
SEEBEHATHMEE  THMKEZ
REERARDHERER-

REUBRBHK AT EZCREER -
ZEEREERCK R ERREZRZ
ZRENIEEARER



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

SIGNIFICANT ACCOUNTING POLICIES

(continued)

Financial instruments (continued)

Financial liabilities and equity

Classification as debt or equity

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

Equity instruments

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

Financial liabilities

The Group’s financial liabilities include other payables,
deposits from finance lease customers and bank borrowings.
Financial liabilities within the scope of HKFRS 9 are
subsequently measured at amortised cost, using the effective
interest method. Accounting policies for subsequent
measurement of lease liabilities are disclosed in the section
“Leases” in this note.

Derecognition of financial liability

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

Offsetting a financial asset and a financial liability

A financial asset and a financial liability are offset and the net
amount presented in the consolidated statement of financial
position when, and only when, the Group currently has a
legally enforceable right to set off the recognised amounts;
and intends either to settle on a net basis, or to realise the
asset and settle the liability simultaneously.
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4. KEY SOURCES OF ESTIMATION

UNCERTAINTY

In the application of the Group's accounting policies, which
are described in note 3, the directors of the Company are
required to make judgements, estimates and assumptions
about the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates and
associated assumptions are based on historical experience and
other factors that are considered to be relevant. Actual results
may differ from these estimates.

The estimates and underlying assumptions are reviewed on
an on-going basis. Revisions to accounting estimates are
recognised in the year in which the estimate is revised if the
revision affects only that year or in the year of the revision
and future years if the revision affects both current and future
periods.

Key sources of estimation uncertainty

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

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

THRERRZEERRRMA
at

BB AR 2 B ER (B
3 AR AESAFLBBEEA L
ARG 2 AERAEREE
Z A it REBR - fE RE BB
TR SRR R ABEN 2Ll
R (EL - B ERT AR RS
it o

et RAERR IR EEEETR
et bt 2 BT ERERT Bt 2 &
ERHER (s ;.T%%Q;EZEJ*HZEA
BRI FERARFERR (WISTTHE
ERTRAKRER) °

EA T RARZZEEZRR
UTARBERREAARARZ ETERR
AEfEEt T ERRR 2 EMEZRR -
HugemREARR SHAHT @
MRFEAZEERAGEREEELE
RAFE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

KEY SOURCES OF ESTIMATION
UNCERTAINTY (continuea)

Key sources of estimation uncertainty (continued)
Impairment of finance lease receivable

The measurement of impairment of finance lease receivable
requires judgement in evaluating the ECL. The Group uses
a provision matrix to measure ECL for the finance lease
receivable, except for the finance lease receivable which is
credit-impaired, which is assessed for ECL individually. As part
of the measurement process, the assessment of PD and LGD
is based on a number of historical data adjusted by forward-
looking information that is reasonable and supportable
available without undue costs or effort.

In particular, the parameters of the ECL models for the
provision matrix that require the use of judgements and
estimates mainly include (i) internal credit rating which assign
PD to grades of the finance lease receivable; (ii) determination
of associations between macroeconomic scenarios and
economic inputs, such as nonfarm payroll and purchasing
managers' index and the effect on PD, LGD and EAD; (iii)
selection of forward-looking macroeconomic scenarios and
their probability weightings, to derive the economic inputs
into the ECL models; (iv) the estimation of the amount and
timing of future cash flows, and fair value of the pledged
underlying assets.

In addition, finance lease receivables which are
credit-impaired are assessed for ECL individually based
on expectation of cash flows that take into account the
individual circumstances, including fair value of the pledged
underlying assets based on available market information and
credit risks characteristics of the particular individual lessees.

The provision of ECL is sensitive to changes in estimates of
expected cash flows to be received. The information about
the ECL and the Group’s finance lease receivable are disclosed
in notes 18 and 31.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (continued)

Key sources of estimation uncertainty (continued)
Recognition of deferred taxation

As at 31 December 2019, deferred tax assets of RMB4,996,000
(2018: RMB4,576,000), in relation to the temporary difference
arising from finance lease income and ECL provision were
recognised in the Group's consolidated statement of financial
position. The realisability of the deferred tax assets mainly
depends on whether sufficient future profits or taxable
temporary differences will be available in the future. In
cases where the actual future profits generated are less than
expected, a material reversal or recognition of deferred tax
assets may arise, which would be recognised in profit or loss
for the period in which such a reversal or recognition takes
place. Details of the deferred tax are disclosed in note 17.

SEGMENT INFORMATION

The chief operating decision maker ("CODM"), being the
executive directors of the Company, have determined that
the Group has only one operating and reportable segment
throughout the reporting period, as the Group is principally
engaged in providing finance leasing services in the PRC, and
the CODM, reviews the consolidated financial position and
results of the Group as a whole for the purposes of allocating
resources and assessing performance of the Group.

The Company is an investment holding company and the
principal place of the Group's operation is in the PRC. All the
Group's revenue and major non-current assets are attributable
to and located in the PRC.

None of the customers contributed over 10% of the total
revenue of the Group of the corresponding years.

REVENUE

Revenue for the year represents finance leasing income and
interest income on loan receivables received and receivable
arising from the finance leasing activities in the PRC.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

OTHER GAINS AND LOSSES 7. HtaREE
2019 2018
—E-hE —E-N\F
RMB’000 RMB'000
AREBT T AREFIT
Gain on sales of finance lease receivable @& 70 & FE U 7108 # & Y 25
(note i) (P&ED) 1,044 388
Gain on disposal of investments B B N Al as (B EE)
in an associate (note ii) 260 -
Gain on investment of structured ERETRZIEE R
deposits 63 45
Exchange (loss) gain, net FE W (1) W 55 (71) 650
Others HAih 32 -
1,328 1,083
Notes: M aE -

(i)

During the year ended 31 December 2019, a finance lease
receivable of which the lessee involved in a restructuring
activity, was sold to a third party, at the price of RMB1,200,000
(2018: RMB1,000,000), with carrying amount of RMB156,000
(2018: RMB612,000) after deducting an accumulated
impairment of RMB879,000 (2018: RMB608,000).

In December 2019, the Group disposed of investment in
Shenzhen Kangyi Pediatric Medical Equipment Sharing
Management Co., Ltd., an associate of the Group that
invested in January 2019, to an independent third party
at consideration of RMB1,200,000, which resulted in
the Group recognising a gain of RMB260,000 in profit
or loss.

HE-_Z-—AF+=ZR=+—81L
FE —SREMAERBRE (%
AAATEETEMRETH)D KA
R #1,200,0007C (2018 : AR
1,000,0007) 2B HE T —RE=
71k REHEE A R#879,0000T
(2018 : AR #608,0007T)1%  EBE
H{E A AR 156,0005T (2018 : AR
#612,0007T) ©

MR2019F 12 AEEBUARE
1,200,000, 7T 8 ¥ & #5 R JI| BT 22 72 1}
ERAZEEABRIA (AEER
2019F 1 ARE Z & NF]) 2IEH
EFBEYE=F AUHBRAEEE
FEm AR260,0007T

FEHRSE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

8. FINANCE COSTS 8. MERAK
2019 2018
—E-hEF —E—N\F
RMB’000 RMB'000

AR®T R ARETTT

Imputed interests on interest-free deposits B EHE R F % B & H)

from finance lease customers HEF B 8,078 10,339
Interests on bank borrowings repayable R —F NEE/RIT
within one year &3 F B 4,379 1,521
Interests on lease liabilities HEBEME 508 -
Interests on financial liability arising from EIEHZE4SHSHEEN
repurchase agreements & 63 348
13,028 12,208

9. IMPAIRMENT LOSSES UNDER EXPECTED 9. EHIGEHAEBX ([FEHEH

CREDIT LOSS (“ECL”) MODEL, NET OF BX|)EXBETN2RBEERE
REVERSAL (HIRREEE)

2019 2018

—E-hE —E N\

RMB’000 RMB'000

AR®T T ARET T

Impairment losses recognised on: WEEEER
— finance lease receivable — B EHEERFIA 2,725 2,767
— loan receivables — U E R 136 -
2,861 2,767
Details of impairment assessment are set out in note 31. WA A IBHNME3 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

10. TAXATION 10. B

2019 2018
—E-NEF —E—)\F
RMB’000 RMB'000
AREBT T AREFIT

The charge (credit) comprises: T (Ee)BE:

Current tax BIHEARL 18

— PRC Enterprise Income Tax —FECEMSEH 8,022 6,183
Deferred tax (note 17) FEIER A (MI5E17) 1,558 (170)
9,580 6,013

No provision for taxation in Hong Kong has been made as the
Group’s income neither arises in, nor is derived from, Hong
Kong.

Under the Law of the PRC on Enterprise Income Tax (the “EIT
Law”) and Implementation Regulation of the EIT Law, the tax
rate of the PRC subsidiaries is 25% for both years.

The tax charge for the year can be reconciled to the profit
before taxation per the consolidated statement of profit or
loss and other comprehensive income as follows:

MEREBRBFELERE RESAE
BZWALFERBEEELEHNKAES

BIEFBRCEMERE ([DEREBH
ED) R EAEFIAEREIESG - R
BRAERMEFE ZHEHB25% o

FARARAX AIEGA R REMEE
W R A Z BB AR NSRRI :

2019 2018
—ZE-NEF —E-N\F
RMB’000 RMB'000
AR T AREF T
Profit before taxation B B B S 26,453 22,958
Tax at the domestic enterprise H NI EFRERBE
income tax rate in the PRC of 25% R25%H) IR 6,613 5,740
Tax effect of expenses not deductible for 7~ A] &t % 7 B #9158 &
tax purposes B ETE 989 273
Withholding tax on distributable earnings B/ & 2 & 7] 2 &
of the PRC subsidiaries W zm T8 H R B IE 1,978 -
Tax charge for the year FEMBEZH 9,580 6,013
ZAnEREEERAT FERE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

11. PROFIT FOR THE YEAR

1. FAEF

Profit for the year has been arrived at after charging:

F R M 2R

2019 2018
—E-hEF —ZE-NF
RMB’'000 RMB'000
ARBT R AR®TT
Directors’ emoluments (note 12) BEH (MeE12) 1,514 789
Other staff costs H 8 TR
— Salaries, allowances and other staff —FHe R ERHEME TER
benefits 12,868 7,034
— Staffs’ retirement benefit scheme — B IR RS 4k
contributions 763 515
Total staff costs B I AN4EFE 15,145 8,338
Less: staff costs recognised as research & : R E & & 5 X MR A
and development costs in other e B TR A
operating expenses (1,367) -
Staff costs recognised in profit MIERHER 2 B TR

or loss 13,778 8,338
Research and development costs TR B 5 2 /0 o B8 Al AR

recognised as an expense (BT AEMEERSE)

(included in other operating expenses) 1,451 -
Written off plant and equipment 5 55 Ko 5% 1 i 88 15 -
Depreciation of plant and equipment B REETE 335 203
Depreciation of right-of-use assets CRREEENE 2,754 -
Total depreciation BT e 3,089 203
Auditor’s remuneration ZEE e 1,100 1,100
Short-term leases payments EEHE MR 483 N/A 73
Minimum lease payments under MERBEEREHN 2

operating leases in respect of properties &{EH % N/A T A 1,084
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. DIRECTORS' EMOLUMENTS AND TOP
FIVE HIGHEST PAID EMPLOYEES
(a) Directors’ emoluments
Directors’ and chief executive officer’s remuneration for
the year, disclosed pursuant to the applicable Listing
Rules and CO, is as follows:

Name of directors EX4B

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

12.EEMeRIEESHEE

(a) EZEHM<
EZRITBAHRFARZFHHIR
WA LR AR BRI R

wmr
Retirement
benefits
Directors’ scheme  Salaries and
fee contributions other benefits Total
EHREHN HeR
Eshe It 2R @it

RMB'000 RMB'000 RMB'000 RMB000
ARBTR  ARBTTI  ARETR  ARETR

For the year ended 31 December 2019 BEZ-F-AE+-A=+t-ALEE

Executive directors: HITEE:
Mr. Zhang Junshen (note i) RIEREE (M)
Mr. Zhang Junwei (note i) REREE (W)
Non-executive directors: FHTEE:
Ms. Shen Qingli (note iii WEBZL (M)
Mr. Lyu Di (note iv) B (M)
Independent non-executive directors:  BUHHTEE
Mr. Chan Chi Fung Leo (note v) REELE (M)
Mr. Li Zhensheng (note v) FEELE (M)
Mr. Chow Siu Hang (note v) FKEEE (Mitv)

For the year ended 31 December 2018 BEZ=-F-\E+-A=+-ALEE

Executive directors: HITEE:
Mr. Zhang Junshen (note i) RIEREE (B
Mr. Liu Zhiyong (note vi) ABBLE (M3tvi)
Mr. Zhang Junwei (note i) REREE (W)
Non-executive director: FHTEE:
Ms. Shen Qingli (note iii) LEBLL (M)
Independent non-executive directors: B FHTEE
Mr. Chan Chi Fung Leo (note v) RE&LE (Mityv)
Mr. Li Zhensheng (note v) ZEARE (Wit
Mr. Chow Siu Hang (note v) Bk ERE (Mitv)

104 35 612 751
104 - - 104
64 - - 64
- 18 265 283
104 - - 104
104 - - 104
104 - - 104
584 53 877 1,514
53 40 397 490
34 - - 34
53 - - 53
53 - - 53
53 - - 53
53 - - 53
53 - - 53
352 40 397 789

S EREBARLR FEHE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

12. DIRECTORS’ EMOLUMENTS AND TOP
FIVE HIGHEST PAID EMPLOYEES (continued)

(a)

Directors’ emoluments (continued)

The executive directors’ emoluments shown above were
for their services in connection with the management of
the affairs of the Company and the Group.

The non-executive directors’ emoluments shown above
were for their services as directors of the Company and
its subsidiaries, if applicable.

The independent non-executive directors’ emoluments
shown above were for their services as directors of the
Company.

There was no arrangement under which a director or
the chief executive officer waived or agreed to waive
any remuneration during the year.

Notes:

(i) Mr. Zhang Junshen, being appointed as an executive
director of the Company on 28 October 2016, is
the Chairman and the chief executive officer of the
Company.

(i)  Being appointed as a non-executive director of the
Company on 13 January 2017, and has been re-
designated from the non-executive director to the
executive director on 9 November 2018.

(i)  Being appointed as a non-executive director of the
Company on 13 January 2017, and resigned as a non-
executive director of the Company on 15 August 2019.

(iv) Being appointed as a non-executive director of the
Company on 15 August 2019.

(v)  Being appointed as independent non-executive directors
of the Company on 12 June 2018.

(vi)  Being appointed as an executive director of the Company
on 13 January 2017, and resigned as an executive
director of the Company on 9 November 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

12. DIRECTORS’ EMOLUMENTS AND TOP
FIVE HIGHEST PAID EMPLOYEES (continued)

(b)

Five highest paid employees

The five highest paid employees of the Group during
the year included one director (2018: one director),
details of whose remuneration are set out in note 12(a)
above. Details of the remuneration for the year of the
remaining four (2018: four) highest paid employees who
are not a director of the Company are as follows:

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

NR.EEHERIEHESHFES
(&)
(b) EEBREHES

FRNAEBEZIERRHFER
BRE-BEF(ZT-N\F: -4
%) EFMFBEN EXME
12@) FAR-HTEE (ZF—N
FONR)WHARRERTZHRS
HEREZFHMFBOT

Salaries, allowances and other
benefits

Staffs’ retirement benefit scheme
contributions

The number of the highest paid employees who are not

¥ra o ERREMER

8 TR @ F 5t 811

2019 2018
—B-nE T N\F
RMB’000 RMB'000
ARMTRE  ARMT
3,428 1,739

111 129

3,539 1,868

RARFES REHREREAK

the directors of the Company whose remuneration fell ZEHHNFATEHE:
within the following bands is as follows:
2019 2018
—E-hEF —E-N\F
Nil to HK$1,000,000 £ % 1,000,000/ 7T 3 4
HK$2,000,001 to HK$2,500,000 2,000,001 E
2,500,000/ 7T 1 -
4 4

During the reporting period, no emoluments were
paid by the Group to any of the directors or the chief
executive officer of the Company or the five highest
paid employees of the Group as an inducement to join
or upon joining the Group or as compensation for loss
of office.

RB|EA - B ERARF
EHEEHTHREHRIAEEZ
haE=#HEEXNMEAER
MAREBKMARNEBIER 2 52
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e

B 7% ¥R 2R Y &

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

13.

14.

DIVIDENDS

Subsequent to the end of the reporting period, a final
dividend in respect of the year ended 31 December 2019 of
HK3 cents (2018: Nil) per ordinary share has been proposed
by the board of directors of the Company and is subject to
approval by the shareholders in the forthcoming general
meeting of the Company.

EARNINGS PER SHARE

The calculation of basic earnings per share attributable to
owners of the Company is based on the following data
assuming capitalisation issue of shares of the Company (as
detailed in note 25(ii)) had been effective since 1 January
2018:

13

14.

. RE
RMEPRE  RAIEZEZREE
E-E-NF+_A=+—HZKH

f% 8 &M @AR3E Il (2018 - &) - I
ARANTIRERNEERERAT RS Bt

JE e

BRAER

RRBEE ANEBEBREREFNTIZT
JIBUERTE  BERREARR 2N E
BT (R EE25()F ) EE =%
—NF-A—BRRER:

2019 2018
—ZE-hE —N\F
RMB’000 RMB'000
AR®BF ARBTT
Earnings: R
Profit for the year attributable to M EFRERRFF B
owners of the Company for the A EHEE A
purpose of basic earnings per share F A A 16,873 16,945
2019 2018
—E-hEF —E-N\F
‘000 ‘000
T8 F &
Number of shares: BRAEA :
Weighted average number of ordinary ~ BLEfEEREARZFME
shares for the purpose of basic H 3 i AR N S 19 E
earnings per share 400,000 348,219

No diluted earnings per share is presented as there was no
potential dilutive ordinary share in issue during both years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

15. PLANT AND EQUIPMENT

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

15. BMERRHE

Furniture
and office Leasehold
equipment improvement Total
HAR HE
WMAERME ES3 @t
RMB’000 RMB’000 RMB'000

ARETTT ARETTT ARETT

COST AR

At 1 January 2018 RZZE-—NF—H—H
Additions 0

At 31 December 2018 RZE-—NF+ZA=+—8H
Additions N

Written-off 1 58

At 31 December 2019 RZE-—AF+ZA=+—H
DEPRECIATION e

At 1 January 2018 RZE—-—N\F—H—H
Provided for the year F AR

At 31 December 2018 RZE—NF+ZA=+—H
Provided for the year F A

Written-off 58

At 31 December 2019 RZE-AF+ZA=+—H
CARRYING VALUES BREE

At 31 December 2019 RZE—hF+=ZA=+—H
At 31 December 2018 RZE-—NF+=ZA=+—8H

The above items of plant and equipment are depreciated on a
straight-line basis over the estimated useful lives:

Furniture and office equipment
RERBAERE
Leasehold improvement

HEMEEKE

1,013 - 1,013
54 - 54
1,067 - 1,067
203 535 738
(22) - (22)
1,248 535 1,783
313 - 313
203 - 203
516 - 516
228 107 335
(7) - (7)
737 107 844
511 428 939
551 - 551

BLE B BB R R T B LA L A (4
BERESERE

5 years
54
Over the term of the relevant lease

HEEHEE B GR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

16. RIGHT-OF-USE ASSETS

16. FREEE

Leasehold
land and
buildings

HE+r#HRETF
RMB'000
AREF T
As at 1 January 2019 R-ZZE—hE—H—H
Carrying amount BREE 1,303
As at 31 December 2019 R-Z-AF+=A=+—8H
Carrying amount RHEE 13,969
For the year ended 31 December 2019 BE-Z—hAF+=-H=+-—H
Depreciation charge HEER 2,754
Expense relating to short-term leases and HEMAERENEAURBEE KRR
other leases with lease terms end WIFBEAEYIREREEM EEmE
within 12 months of the date of HRE16FN 2 ZMI12EARZ
initial application of HKFRS 16 HiniaE 483
Total cash outflow for leases HERS AL ERE 2,826
Additions to right-of-use assets HEMEREIE N 15,420
For both years, the Group leases various offices for its PRETFEAEERNEXBEmMEEZS
operations. Lease contracts are entered into for fixed term of Em A= -HESGRZETNETEHRA
2 to 5 years. Lease terms are negotiated on an individual basis 2ESF - HEFREBEABRER LA
and contain a wide range of different terms and conditions. R EESBENRBER G - RET
In determining the lease term and assessing the length of the MHEFR &V T A] B B 2 R
non-cancellable period, the Group applies the definition of a AEBRBAERZEERETETRITE

contract and determines the period for which the contract is A 2 A -
enforceable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

17. DEFERRED TAXATION

The following is the analysis of the deferred tax balances for
financial reporting purposes:

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

17. EEHRIBEEE
AR At igsRE m s NEEF AL %
2T

2019 2018

—E—-hEF —N\F

RMB’000 RMB'000

AR TR AREFIT

Deferred tax assets RIERIBE E 4,996 4,576
Deferred tax liabilities EEHIBAE (1,978) -
3,018 4,576

The following are the major deferred tax assets (liabilities)
recognised and movements thereon during the year:

LATEHINFRER 2 T ERLEHIBEE
(BB REEE):

Temporary

Undistributed difference

earnings of arising from

ECL  finance lease
subsidiaries provision income Total

RARERE

AABTE KMAEE

)= PN REER ok
ELE: BABE E8 @t
RMB’000 RMB’000 RMB’000 RMB’000
ARBTT ARBTT ARETR ARBTR
As at 1 January 2018 RZE—\$—H—H 2,285 2,121 4,406
Credit (charge) to profit or loss 5t A (K B)EHF 539 (369) 170
As at 31 December 2018 “Z-\F+-A=+—-H 2,824 1,752 4,576

(Charge) credit to profit or loss (?Dﬁ?ﬁ)uﬂ\iﬂﬁﬁ( Bi5E10)

(Note 10) (1,978) 496 (76) (1,558)
As at 31 December 2019 “hWE+=-A=+—H (1,978) 3,320 1,676 3,018

Pursuant to the EIT Law and its detailed implementation rules,
dividend distributed out of the profit generated thereafter,
shall be subject to EIT at 10% and withheld by the PRC
entities.

RIFEEMBHAREEBERMA ALl
BREZNFNBEMDIROEE  BZ10%
MR EFREEMEH L hHE
RAEHA-

= g
B =2
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

18. FINANCE LEASE RECEIVABLE/LOAN

RECEIVABLES/DEPOSITS FROM FINANCE
LEASE CUSTOMERS

The Group entered into finance lease arrangements as a
lessor for equipments and motor vehicles. The average terms
of finance leases entered into usually range from 2 to 3
years. All interest rates inherent in the leases are fixed at the
contract date over the lease terms.

All of the lease contracts are with guaranteed residual values.
There was no unguaranteed residual value of leased assets
and no contingent rent arrangement that needed to be
recognised in both periods.

For the year ended 31 December 2019, the finance lease
receivable fluctuated due to the demand for printing and
medical equipment in the PRC and the Group’s efforts in
developing new customers in these industries.

(a) Finance lease receivable

18 MAERERUNE BUE
R HMEHEEFRS

ERRELTENHEA  AEBET L
TREHERB -RMEMEETINFH
FHBEME3F -MBEEANEES
RAET2ERHEERANE T &

PREHESRHABERMBEE R
P fE] 5 FE] O B R AR AR FIBRE (B - TR
FERERAZIAHELHTE-

BE-T-AST-A=t-BL%F
B RATEE KSR B E R B
RIRESERESLERRAEEE N
BRAENFES -

(a) BEHAERWNE

BEEENE BEEENERE
Present value of

Minimum lease payments minimum lease payments

2019 2018 2019 2018
“E-AF 0 ZF/\F 0 B ZEF)IF
RMB'000 RMB'000 RMB’000 RMB'000
AR®TRT ARETT AR¥TR ARETR

Finance lease receivable comprises: BEREEKFERE:
Within one year —FR 293,279 268,706 250,492 225,801
In the second year FoF 121,887 143,532 108,549 128,396
In the third year F=F 13,933 26,743 12,800 24,726
In the fourth year FNE - 853 - 758
429,099 439,834 371,841 379,681
Less: Unearned finance income A RERRERA (57,258) (60,153) - -
Present value of minimum lease payments & /B EZIER A 371,841 379,681 371,841 379,681
Less: lifetime ECL allowance A EHERERRARR (12,764) (10,918) (12,764) (10,918)
359,077 368,763 359,077 368,763

Analysed for reporting purposes as: REREMANA:

Current assets RBEE 240,050 217,001
Non-current assets FRHEE 119,027 151,762
359,077 368,763

ZIYUANYUAN HOLDINGS GROUP LIMITED
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

18. FINANCE LEASE RECEIVABLE/LOAN 18. MEHERKNE EBRE
RECEIVABLES/DEPOSITS FROM FINANCE R BMEHEEFES (®)
LEASE CUSTOMERS (continued)

(a) Finance lease receivable (continued) (a) BMEHNSEWFE£)
As at 31 December 2019, the interest rates implicit R-_ZE—hAhF+-_A=+—8"
in the above finance leases range mainly from 9.3% TR EEENREEMNENT
to 21.2% (31 December 2018: 9.5% to 21.2%) per 93%E212% (ZE—NE+ =
annum. B=+—H:95%%21.2%) °
The following is a credit quality analysis of finance lease LTRREMERKFENEE
receivable: BEEnih:
2019 2018
—E-hEF —E-N\F
RMB’000 RMB'000

ARBT T ARETTT

Non-past due < 780 B 360,666 365,058
Past due (note) B EH (HTaE) 11,175 14,623
Subtotal NEE 371,841 379,681
Less: lifetime ECL allowance B R HBHEAEAERE (12,764) (10,918)
359,077 368,763
Note: In the event that instalments repayment of a finance BT - fié BR & 18 & R YWGRIE ) 9 B
lease receivable are past due, the entire outstanding FEE - Rl E T EE i RIE
balance of the finance lease receivable is classified as FERWE A fr o k8 RE AR o
past due.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

18. FINANCE LEASE RECEIVABLE/LOAN
RECEIVABLES/DEPOSITS FROM FINANCE
LEASE CUSTOMERS (continued)

(a)

Finance lease receivable (continued)

Finance lease receivable is mainly secured by the leased
assets which are used in printing industry, medical
industry and logistics industry and customers’ deposits
where applicable. Customers’ deposits are collected
and calculated based on a certain percentage of the
entire value of the lease contract. Certain deposits are
returned to the customers in full by end of lease period
according to the terms of the lease contract. When the
lease contract expires and all liabilities and obligations
under the lease contract have been fulfilled, the lessor
must return the full lease deposits to the lessee. The
balance of the customers’ deposits can also be applied
and used to settle any outstanding lease payments for
the corresponding lease contract. As at 31 December
2019, the customers’ deposits of RMB35,052,000 (31
December 2018: RMB68,955,000) to be returned to the
customers in full by end of lease period.

The following is an aging analysis based on due dates of
the finance lease receivable instalments which are past
due (instalments which are not yet due at the end of the
reporting period are excluded):

.EEHERWTE ERE

R BMEHEEREFES »)

(a)

BEHErRWRE (&)
BMEHERWAKRBEEZHANED
Pl BREERDAENHEER
EREPE: (HMER)EEMR-
REEeNEHEANBEEBEN
AETESLLRMEE - BoRE
BIEBEAESNBRRRBEBLERE
PERETEP - BHEAKEIH
BEEAHNETHBEEELRER
BERETE . R AMEAERARA
RO2HHEERS BLIEESHBE
IRA] BAFE AR K AR B AR
EHESGHNNREERERNRK
RZZE—NFE+=-—A=+—8"
P& e A/ AR®35,052,0007T
—E-N\FE+ZHA=FT—H:A
R#68,955,0007T ) RTEE 45
BEHRBETER -

ATARBEEAPNREHEED
WA KRED T (FEER
EHR i R BB D B 50

2019 2018
—E-NF —EF-)N\F
RMB’000 RMB’000
AR®BF AREF T

Past due by: R
1 - 30 days 1230R 243 937
31 - 90 days 31%90H 241 1,078
More than 90 days B 3E90H 5,738 4,589
6,222 6,604
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

18. FINANCE LEASE RECEIVABLE/LOAN

18.

RECEIVABLES/DEPOSITS FROM FINANCE

LEASE CUSTOMERS (continued)

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

RmEAEREWRE ERE
R BMEHEEREFES »)

(b) Loan receivable EWER

2019
—E-NEF
RMB'000
AREFIT
Fixed-rate loan receivables & TE F & e U B 5k 13,241
Less: 12m ECL allowance B 121E BTEERE B kS (136)
13,105

Analysed for reporting purposes as: REBMEMNITA:
Current assets MENEE 7,208
Non-current assets IERBEE 5,897
13,105

The exposure of the Group's fixed-rate loan receivables

to interest rate risks and their contractual maturity dates

are as follows:

& B 6 B TE A X g W E K2 A
EREbgREE LT H A8 @R
T

2019
—E-hEF
RMB’000
AR¥ET T
Fixed-rate loan receivables: & 7E ) & fE W B 5K
Within one year —F R 7,282
In more than one year —FREMFRN
but not more than two years 5,441
In more than two years MFREBERLFNAN
but not more than five years 518
13,241
Less: 12m ECL allowance W12 ATEB{E RiE KB E (136)
13,105

S EREBARLR FEHE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

18. FINANCE LEASE RECEIVABLE/LOAN
RECEIVABLES/DEPOSITS FROM FINANCE
LEASE CUSTOMERS (continued)

(b)

Loan receivable (continued)

After application of HKFRS 16, the newly entered sales
and leaseback transaction which does not satisfy the
requirements of HKFRS 15 as a sale is recognised as a
loan receivable in accordance with HKFRS 9.

As at 31 December 2019, the carrying amount of loan
receivables amounting to RMB13,105,000 are pledged
with collaterals such as equipments and motor vehicles.
The Group is not permitted to sell the collaterals in the
absence of default by the borrower. There has not been
any significant changes in the quality of the collateral
held for the loan receivables. As at 31 December 2019,
all of the loan receivables were not past due.

Details of impairment assessment are set out in note 31.

19. PREPAYMENTS AND OTHER RECEIVABLES

.EEHERWTE ERE

R BMEHEEREFES »)

(b)

W& (&)
REREBMIEHRS ELE 165
% BERMEREERZIHEE
B MEEBISHFIESLE
MIRE - RIRIBE BRI SR E 2R
FORER R EWE R -

RZBE—-NF+_A=+—8"
EREREBLEAARE
13,105,0007T * LA & 8 & /R HE 1k
BERM -TERANEENER
B ARETSHEHKIFR B
WEFEFREETEE N
W-E—h&E+-A=+—8
B FE UL B SR g E o

B R EE B E N MRS -

19. A RRIR K H o f8 e FOR

2019 2018

—E-NEF —E-N\F

RMB’000 RMB'000

AR¥ TR AREF T

Value-added tax recoverable AT U [B] 12 (E FR 3,776 3,352
Prepayments T IR 467 297
Refundable rental deposits MREMEEES - 796
Other receivables H fth g Ug FR08 334 50
4,577 4,495
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

20. RESTRICTED BANK DEPOSITS/BANK 20. BRFIBRITER RITHE R
BALANCES AND CASH LBEE
The bank balances and the restricted bank deposits of the REEZRITHBRRBREIRITFRIZ
Group carry interest at market rates are as follows: TS AR ST
2019 2018
—E-hE —ZE-N\F
% %
Range of interest rates (per annum) MEEGE (FF) 0.01 - 0.35 0.01 - 0.35
The restricted bank deposits of HK$68,000 (equivalent to BRHI1IR 1717 5%68,000/%8 7T (FHE R A
RMB61,000) will be released upon the update of regular bank R#61,00070) R ANEE E 51— AR
account information by the Group. TERFPEM B BRI -
The bank balances and the restricted bank deposits that AR ER 2 e B N2 BB EHE
are denominated in currencies other than the functional 2 BRATHE R R B PR IR 1T 17 SR E B 40
currencies of respective entities are set out below: ™~
2019 2018
=E-NF —E-N\F
RMB’000 RMB'000

ARET T ARET T

Hong Kong dollar (“HK$") B (lsxl) 1,169 3,509
United States dollar ("US$") Erx([%Emx]) 4 4
1,173 3,513
For the year ended 31 December 2019, the Group performed BE_Z-NF+_A=+—HBL#F
impairment assessment on restricted bank deposits/bank IER $’§lfﬁﬁ_ﬁﬁ‘<%ﬂfﬁ TERKRITHE
balances, details of which are set out in note 31. BRETTRE TS - B HAM 31 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

21. OTHER PAYABLES AND ACCRUED 21. HENRERETEH
CHARGES
2019 2018
—E-hEF —E-N\F
RMB’'000 RMB'000

ARBT T ARETTT

Accrued listing expenses/issue costs FEET ER R S BATRR - 1,504

Advance receipts from prospective KREBEBEEREP 2 BWHIA
customers 1,372 553
Other accrued charges HihEsE A 4,292 1,522
Other tax payables H e 1 18 82 28
Other payables H b JE SRR 50 300
5,796 3,907

22. LEASE LIABILITIES 22. HEERE
2019
—E-hEF
RMB'000
ARBTT
Lease liabilities payable: JENEEAE

Within one year 1A 4,031

Within a period of more than one year —FIREMFR
but not more than two years 3,429

Within a period of more than two years MEBERFRN
but not more than five years 7,428
14,888

Less: Amount due for settlement with 12 months B 1FERGEEREHEGEI R &5

shown under current liabilities (4,031)
Amount due for settlement after 12 months —FREERERDEEINRZEE
shown under non-current liabilities 10,857
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

22. LEASE LIABILITIES (continued) 22. HERE#®)
Lease obligations that are denominated in currencies other NEASEERNINEEEUIN B
than the functional currencies of the relevant group entities AEMNHEEEEI AT :

are set out below:

2019
—E-hE
RMB'000
AR¥EF T
HK$ BTT 2,207
23. DEFERRED INCOME 23. IR A
Deferred income represents the difference between the BEEW AR YGEERAHRERE
nominal value of the deposits from finance lease customers EFESHNEHEHEEATFEZBE®
and their fair values at initial recognition dates. Deferred EZHoRTWAEREERANEERE
income is recognised in the profit or loss in a pattern which is BHERBERA—BHF A EIEEPE
consistent with recognition of finance leasing income over the e
lease period.
24. BANK BORROWINGS 24. SRITHER
2019 2018
=E-NF —ZE-N\F
RMB’000 RMB'000

ARET T ARETTT

Unsecured and guaranteed (note i) IR R AR () 56,180 -
Secured and guaranteed (note ii) BERRAER (M) - 30,065
Carrying amount repayable*: JEEZERMEE :
Within one year and shown under —FARRRBEEYT
current liabilities 56,180 30,065
* The amounts due are based on scheduled repayment dates set * HERBEDENZEER BTG
out in the loan agreements. BENAHTE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year

ended 31 December 2019

HE-S-AF+-A=+—ALFE

24. BANK BORROWINGS (continued)

Notes:

(i)

(if)

As at 31 December 2019, the variable-rate bank borrowings
amounted to RMB35,080,000, carrying interest rate per annum
at 161% of the benchmark rate offered by the People’s Bank
of China ("PBOC"), guaranteed by Mr. Zhang Junshen, an
executive director of the Company, Ms. Tang Yiping, the spouse
of Mr.Zzhang Junshen, and Shenzhen Ziyuanyuan Investment
Holdings Limited, Shenzhen Zhuojunye Investment Limited and
Shenzhen Suhao Investment Limited, which companies are
controlled by the Controlling Individual Shareholders of the
Company.

As at 31 December 2019, the Group's bank borrowings of
RMB18,100,000 were guaranteed by the Company and a
financial guarantee company, which is a third-party.

As at 31 December 2019, the Group's bank borrowings of
RMB3,000,000 were guaranteed by ZYY Finance Leasing, a
subsidiary of the Company.

As at 31 December 2018, the bank borrowings were variable-
rate borrowings with carrying interest per annum at 173% of
the benchmark rate offered by the PBOC.

As at 31 December 2018, all the bank borrowings were
guaranteed by Mr. Zhang Junshen, an executive director of the
Company, Mr. Zhang Shengijie, the father of the Controlling
Individual Shareholders, Ms. Tang Yiping, the spouse of Mr.
Zhang Junshen, and Shenzhen Ziyuanyuan Investment Holdings
Limited, a company controlled by the Controlling Individual
Shareholders, and secured by charges over certain finance lease
receivable of the Group with the aggregate carrying value of
RMB57,313,000.
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24. SR 1T

B & -

(i)

(if)

H =k =
B TA (&)

RZE—AE+ZA=+—H %5
FI &R 17 18 5 A AR 35,080,000
ToRTFEAREBT((PEARRE
THIREMEEREMI61%HFH
KB BAARRRITERTRERLE
EREBREEZEBEZEYTZTR
B 22 AR A BR B 1 A A BRI T K
TR EAEBEABR AR ORI EE
EXREBRAAMFYEHZRERR
AAEER-

RZBE—AE+A=+—RH #£&
B/ RITIERARE18,100,0007T M
ARBR—RE=ZFSBERDAE
IR o

RZBE—-—AE+-_A=+—08B K&
E 7R 7718 5 A R #3,000,000 T B A
ARARARAMFABIEKITTHMER
EREER

R-ZE—NE+-_A=+—8" 41T
BERANERNERER SFRPEA
RIBITH173%EER| KB -

WZZT—NFE+=ZA=+—8 fE
RITERBARFRITEERERE
& R EABR 2 SRR SRS R A
RIEREEZBEBSEEL LT FORY
TRITHEEEERAA (HER
EAPRRIZESI R R PR - WIAARE
HZ iR mEE AR 57,313,0007T K &
TREHEREEZGIRIERA -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

24. BANK BORROWINGS (continued) 24. RITER (#)

The exposure of the Group's variable-rate borrowing and 7N 55 [H 890 B M) 2K A& SR B E F KK

fixed-rate borrowings are as follows: BRI -
2019 2018
“E-AF —E-N\F
RMB’000 RMB'000
ARMTF T AREF T
Variable-rate borrowing F B I 2 AE 3R 35,080 30,065
Fixed-rate borrowings & 7E ) & 5 5 21,100 -
56,180 30,065

The ranges of effective interest rates on the Group's

borrowings are as follows:

AEBEFOBERNRGBELLT

2019 2018
—E-hEF —E-N\F
% %
Rate of variable-rate borrowing FENFRERFE (FF)
interest rates (per annum) 7.00 7.53
Range of fixed-rate borrowings EEFEERFNEEE (FF)
interest rates (per annum) 5.22-6.00 N/A i B
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e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

25. SHARE CAPITAL 25. IR A&
Details of movements of share capital of the Company are as AR RANEFSFIBHOT
follows:
Number of
shares Share capital
BHEE ;S
‘000 HK$'000
T i% FHET
Ordinary shares of HK$0.1 each BREBE0 1B LM E B
Authorised: EE
At 1 January 2018 RZZE—-—NF—H—H 3,800 380
Increase in authorised capital (note i) JETE R A HE N (B 5Ei) 996,200 99,620
At 31 December 2018, RZ_ZE-N\F+ZA=+—8H"
1 January 2019 and —E-NE-A—Ak
31 December 2019 —E-NE+=-A=+—H 1,000,000 100,000
Issued and fully paid: ERTRAR:
Number of
shares Share capital
g 4E| S
‘000 HK$'000
T i FiE T
At 1 January 2018 RZE—-NF—H—H 1,010 101
Issue of shares upon listing of the RZFE-NFEANBARAR
Company's shares on GEM of the 19 P Bk 32 P GEM = 7 B
Stock Exchange on 9 July 2018 (note i)  Z7TR% ) (Bt =Eii)
— Issue of new shares pursuant —IRBEEMBITHRMD
to the offering 100,000 10,000
— Capitalisation issue of shares —EBARBETRS 298,990 29,899
At 31 December 2018, RZE—NF+=-—_A=+—8"
1 January 2019 and —ET-NE-A—AkK
31 December 2019 —E-NE+=-HA=+—H 400,000 40,000
2019 2018
—E-hEF —E-N\F
RMB’000 RMB’000
AR® T AR¥T T
Shown in the consolidated statement e M BARR KRR
of financial position 33,839 33,839
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

25. SHARE CAPITAL (continued)

Notes:

@)

(if)

(iii)

Pursuant to the resolution passed by the shareholders of the
Company on 12 June 2018, the authorised share capital of the
Company was increased from HK$380,000 to HK$100,000,000
by the creation of additional 996,200,000 ordinary shares of
HK$0.1 each.

On 9 July 2018, the Company issued a total of 100,000,000
ordinary shares of HK$0.1 each at HK$0.76 (equivalent to
RMBO0.6429) pursuant to the initial public offering of the
Company’s shares. On the same date, the Company allotted
and issued 298,990,000 ordinary shares of HK$0.1 each
credited as fully paid to the shareholders by capitalising an
amount of HK$29,899,000 (equivalent to RMB25,292,000)
from the share premium account of the Company.

All the shares issued during the year ranked pari passu in all
respects with the then existing shares in issue.

e ISR

For the year ended 31 December 2019
R T NFF A=+ —HIFE

25. A& ()
B 5F -

@)

(iii)

BERARGBRER_Z—/\FRA
TZHABRNRER ARRVETER
7N F 818 58996,200,0000% & #%0.1
75 JT B @ A% 1380,0008 T B
100,000,000 7T

RZZE—NFEAILE A2FR
BARABBRMDE X AREEZ.76
BT (AERARB0.64297T) 217
4 #£100,000,0000 & B E E0.178
THEBEE-FB ARFBRBER
{£29,899,0008 L (FHHER AR
25,292,0007T ) M) A% 3 B 8 & %17
298,990,000/% & IR A H0.178 L) &
B ABREBEHY AHE -

FRBETOMBERNAES T HEE R
ZHRBEHTENDEFAREFMA-

=l
o
12
=5
bd
JiE
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26. RETIREMENT BENEFIT SCHEME

The Group operates a Mandatory Provident Fund Scheme
("MPF Scheme”) for all its qualifying employees in Hong
Kong. The assets of the scheme are held separately from
those of the Group, in funds under the control of trustees.
Under the rule of Mandatory Provident Fund Scheme, the
Group and its employees are each required to make a
contribution to the MPF Scheme at 5% of the employees’
relevant income subject to a cap of monthly relevant income
as specified in the rules. Except for voluntary contribution, no
forfeited contribution is available to reduce the contribution
payable in the future years.

The Group participates in a state-managed defined
contribution retirement scheme organised by the relevant
local government authority in the PRC. PRC employees of the
Group eligible to participate in the retirement scheme are
entitled to retirement benefits from the scheme. The Group
is required to make monthly contributions to the retirement
scheme of the eligible employees at specified percentage,
ranging mainly from 13% to 14% of the payroll and the local
government authority is responsible for the pension liabilities
to these employees upon their retirement.

Total cost recognised in profit or loss in respect of
contributions paid or payable to the schemes by the Group
for the year ended 31 December 2019 is RMB816,000 (2018:
RMB555,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

26. iR k18 75t &8

AEBRAIANRBEENGEREERL
mHlEAEeAE ([BEEEE]) -
BB EIMEETI R EAE M E
ERA BAKREEESHEE R
mHEREEEEIMRE  AEERE
BEHALEBRBARNS% WK
AFffE A8 ARBAR LRA®RES
At 8RR - B B B RN - B L Mk
PR AT AR D R SR AR O AN AR

AEE2HAFERERIW AT BEEEH
75 AT #1878 45 1) TE BB S BUR IR 81 -
BERSHRKFTENAERFTEES
BRZZRNGTEARIKER - AEE
AREEREENRKGE RIEEE
DEAEESARF EFESLEE
B13%E14% M A RNEREES
ZEREBRKENEKRSEE:

HE_ZT-NF+_A=+T—HILF
B BAEECDEN 2 EERR
BHERNBRANABARYS16,0007T
—ZZT—)\F: AR¥555,0007T) °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

27. RELATED PARTY TRANSACTIONS

(a)

(b)

27. @

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

BMAERXZ

Compensation of key management personnel () TEEEEAEHS
The remuneration of key management personnel, which FR-FEEREAE (FBXRQA]
represents the directors of the Company and senior EZREBERE)NFSOT:
management during the year is as follows:
2019 2018
—Z-hE —ZT-N\F
RMB’000 RMB'000
AREBF ARETF T
Salaries, allowances and
other benefits e RMREMETR 4,368 2,537
Retirement benefit scheme
contributions RRBH TSR 166 171
4,534 2,708
The remuneration of directors of the Company and RAAREERSAEEENT ©
senior management is determined having regard to the g EREAKRE RTS8 EE
performance of individuals and market trends. BT
Financial guarantees (b) BIIEEA&R

During the year ended 31 December 2019, the Group's
certain bank borrowings were guaranteed by related
parties. Details of financial guarantees by related parties
are set out in note 24.

BE-_ZT-NAF+-_A=+—H
LHFE - ARERE TRITERS
RARSE T IR YE (R - REREE T IR
M ERFAREBEME245 7
$o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

28.

29.

OPERATING LEASES 28. REHE
The Group as lessee SEERAAA
2018
—ZE-NF
RMB'000
ARBTT
Minimum lease payments paid FRARBEEREZMND
under operating leases during the year HEBEMNRK 1,084

The Group had commitments for future minimum lease
payments under non-cancellable operating leases which fall
due as follows:

REBHE TR HEECEHETHRKE
B ERFAEDT :

2018
—E-N\F
RMB’000
ARBET T

Within one year —F R
After one year but within five years —FRERFNA

At 31 December 2018, the Group had entered into a new
lease for land and building that is not yet commenced, with
lease term of 3 years, the total future undiscounted cash
flows under which amounted to RMB3,397,000.

CAPITAL COMMITMENTS 29.

1,784
3,056

4,840

RZTE-—NF+ZA=+—H K&
B Bt R G 2R 89 M RO SR W AT LN
HE HEMR=F REZXHEES
Rl KREAFHRBASRELESARY
3,397,0007T °

BEAREE
2019 2018
—E-NF —ZE-N\EF
RMB’000 RMB’000

ARB T ARETTT

Capital expenditure in respect of the ERIHAERTELRE B BERESP
acquisition of office equipment and PIRHBERARENHEE

leasehold improvement contracted for ~ ¥IZEEEHE AT H
but not provided in the consolidated
financial statements
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

30. CAPITAL RISK MANAGEMENT

31.

The Group manages its capital to ensure that entities in the
Group will be able to continue as a going concern while
maximising the return to owners of the Company through
the optimisation of the debt and equity balance. The Group’s
overall strategy remains unchanged from prior year.

The capital structure of the Group consists of bank
borrowings as set out in note 24 and equity attributable to
owners of the Company, comprising issued share capital and
reserves.

The directors of the Company reviews the capital structure
on a regular basis. As part of this review, the directors of
the Company consider the cost of capital and the risks
associated with the share capital and borrowings. Based on
recommendations of the directors of the Company, the Group
will balance its overall capital structure through new share
issues and issue of new borrowings.

FINANCIAL INSTRUMENTS

(@) Categories of financial instruments

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

30. EXEERE

31.

AREEBAEA  URRAEEN
BRI HSELE FEEREIE
BRiEE TE REREALARE
AZ B - A 7 B SR B —
ERHTE -

AEBZ EARBRERITER (M
L) ARKRABIHAE AEHER (AT
BTN R A AR ) ©

ARBEZTEMEHNEARE -ERIL
BHZ—#0 ARAEFEEEARK
AR R B AR K (B KA B 2 R o RIR AR
REEFZEZ AKEKEBHBN
BOIRBRFERTFEERBEAR
e

TMITH

() &EMIASDE

2019 2018
—E-NF —E-N\F
RMB’000 RMB'000
AR T AREF T
Financial assets EMEE
At amortised cost biog 11D N 36,863 25,850
Finance lease receivable MEHEEKRE 359,077 368,763
Financial liabilities EWmas
Amortised cost B PR A 92,654 99,873
Lease liabilities HEAE 14,888 -

FEHRSE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies
The Group’s major financial instruments include finance
lease receivable, loan receivables, refundable rental
deposits, other receivables, restricted bank deposits,
bank balances and cash, other payables, deposits from
finance lease customers, lease liabilities and bank
borrowings. Details of the financial instruments are

disclosed in respective notes.

The risks associated with these financial instruments
include market risk (currency risk and interest rate risk),
credit risk and impairment assessment and liquidity
risk. The policies on how to mitigate these risks are set
out below. The directors of the Company manage and
monitor these exposures to ensure appropriate measures
are implemented in a timely and effective manner.

Market risk
(i)  Currency risk

The Group's exposure to foreign currency risk
related primarily to certain restricted bank
deposits, bank balances, refundable rental
deposits and lease liability that are denominated
in HK$ and US$. The Group currently does not
have a foreign currency hedging policy. However,
management monitors foreign exchange exposure
and will consider hedging significant foreign

currency exposure should the need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies

(continued)

Market risk (continued)

(1)

(ii)

Currency risk (continued)
The carrying amounts of the Group's foreign
currencies denominated monetary assets and

e ISR

For the year ended 31 December 2019
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31. €@ T H (&)
(b) ¢REARSEEERKE (F)

TEEE ()

(i) EEmE(E)
R¥RE R NEE AN
AHECEREERBERE

liabilities at the end of the reporting period are as BT
follows:
Assets Liabilities
EE 8
2019 2018 2019 2018
“E-AF  ZE-\f ZE-AE ZE)\%
RMB’000 RMB'000 RMB'000 RMB'000
ARBTR ARBTR AR%TR ARET:
HKS$ BT 1,614 3,509 2,207 -
us$ e 4 4 - -

The Group’s exposures to foreign currencies
on financial assets and liabilities are mainly
concentrated in the fluctuation of foreign
exchange rates, for which the directors of the
Company considered the effect is immaterial.

Interest rate risk

Cash flow interest rate risk is the risk that the
future cash flows of a financial instrument will
fluctuate because of changes in market interest
rates. The Group is exposed to cash flow interest
rate risk in relation to restricted bank deposits,
bank balances and variable-rate bank borrowings.
The Group takes on exposure to the effects of
fluctuation in the prevailing market interest rates
affecting the cash flow risks.

AEEAZNEBEENRE
BRSNS E R E B R PRI
BEWEXKE ARARES
RREFEITEKN-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies

(continued)

Market risk (continued)

(ii) Interest rate risk (continued)
The Group is also exposed to fair value interest
rate risk in relation to fixed-rate bank borrowings,
lease liabilities, fixed-rate loan receivables, fixed-
rate finance lease receivable and deposits from
finance lease customers. The Group does not have
a fair value interest rate risk hedging policy.

Management monitors the related interest
exposure closely to ensure the interest rate risks
are maintained at an acceptable level. The level
of mismatch of interest rate repricing that may be
undertaken is monitored closely.

The Group's exposures to interest rates on
financial assets and liabilities are mainly
concentrated in the fluctuation of PBOC rate
arising from restricted bank deposits, bank
balances and variable-rate bank borrowings for
which the directors of the Company considered
the effect is immaterial.

Credit risk and impairment assessment

Credit risk refers to the risk that the Group’s
counterparties default on their contractual obligations
resulting in financial losses to the Group. The Group's
credit risk exposures are primarily attributable to
restricted bank deposits, bank balances, other
receivables, refundable rental deposits, loan receivables
and finance lease receivable.

The Group performed impairment assessment for
financial assets and finance lease receivable under
ECL model. Information about the Group's credit risk
management, maximum credit risk exposures and
the related impairment assessment, if applicable, are
summarised as below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)
Restricted bank deposits/bank balances

The credit risk on restricted bank deposits and bank
balances is limited because the majority of the
counterparties are banks with high credit-ratings
assigned by international credit-rating agencies, and
the probability of default of the counterparty banks is
insignificant, and accordingly, no allowance for credit
losses is provided as the amount of ECL is immaterial.

Other receivables/refundable rental deposits

For other receivables and refundable rental deposits,
the directors of the Company make periodic
individual assessment on the recoverability of other
receivables and refundable rental deposits based
on historical settlement records, past experience,
and also quantitative and qualitative information
that is reasonable and supportable forward-looking
information available without undue cost or effort at
reporting date. The directors of the Company believe
that there is no significant increase in credit risk of
these amounts since initial recognition and the Group
provided impairment based on 12m ECL. For the
year ended 31 December 2019 and 2018, the Group
assessed the ECL for other receivables and refundable
rental deposits were insignificant and thus no loss
allowance was recognised.

Loan receivables

In order to minimise the credit risk in relation to loan
receivables, credit limits and credit terms granted to
customers are approved by delegated officers and
follow-up action is taken to recover overdue debts. In
this regard, the directors of the Company consider that
the credit risk of the Group is significantly reduced.
The directors of the Company estimate the estimated
loss rates of loan receivables based on industry types,
the historical past due information and lessees'
creditworthiness. The directors of the Company believe
that there is no significant increase in credit risk of
these amounts since initial recognition and the Group
provided impairment based on 12m ECL.
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For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)
Finance lease receivable

In order to minimise the credit risk in relation to finance
lease receivable, credit limits and credit terms granted
to customers are approved by delegated officers and
follow-up action is taken to recover overdue debts. In
this regard, the directors of the Company consider that
the credit risk of the Group is significantly reduced.
Except for the finance lease receivable is credit-impaired,
which are assessed for impairment individually, the
remaining finance lease receivable is grouped under a
provision matrix based on industry types, the historical
past due information and lessees’ creditworthiness.

As at 31 December 2019, the Group's concentration
of credit risk on finance lease receivable included five
major counterparties accounting for 6.9% (2018:
6.9%), of the aggregate outstanding balance at the
respective year end date.

The Group has closely monitored the recoverability of
finance lease receivable from all counterparties, ensured
adequate collateral is received from these counterparties
and taken effective measures to ensure timely collection
of outstanding balances.

The Group is exposed to the concentration of
geographical risk on revenue which is generated mostly
from customers located in the PRC during the reporting
period. The directors of the Company have closely
monitored the business performance of these customers
in the PRC and will consider diversifying its customer
base as appropriate.
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31. FINANCIAL INSTRUMENTS (continued)

(b)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

Financial risk management objectives and policies

(continued)

Credit risk and impairment assessment (continued)

The Group's internal credit risk grading assessment

comprises the following categories:

Internal

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

(b)

31. @ T H (&)

TREAREEEEREE (&)

1= A /3 g 2 el 18 5P A (A2)
R B 2 WERE A R 5 R R G

BREATER

Finance lease

Other

credit rating Description receivable financial assets
R 5 E R AR i MEHERELRE HUsREE
Low risk The counterparty has a low risk of default and Lifetime ECL - 12m ECL
does not have any past due amounts not credit-impaired
i9ENES RHGHUFHZENRRE HEHEREX 12EABEBERERX
— I EEARE
Fair risk The counterparty frequently repays after due Lifetime ECL - Lifetime ECL -
date but usually settle in full or the asset is not credit-impaired  not credit-impaired
past— due within 90 days
—RE R RHZUFH/ERIBERZBERSEED 2PRBEHAEL 2HEHEHEX
Hi1290 R WE Y -~V EERRE — I EERRE
Loss There is evidence indicating the asset is credit- Lifetime ECL - Lifetime ECL -
impaired or more than 90 days past-due credit-impaired credit-impaired
EPS ERBBETEAELRERANEXaHNEAE90A 2HEHEAELS 2HEHEHEX
—{ERRE —ERRE
Write-off There is evidence indicating that the customer Amount is Amount is
is in severe financial difficulty and the Group written off written off
has no realistic prospect of recovery
i 35 BERBETZEFRNBEMBRNBESIAEE SRR & B M

W\ B2 B A BE

The table below detail the credit risk exposure of the

group’s financial assets and finance lease receivable,

which are subject to ECL assessment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e IR M

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued) 31. €@ T A (#)
(b) SRIEAMEEBEERBE (&)

(b) Financial risk management objectives and policies
(continued)
Credit risk and impairment assessment (continued)
As at 31 December 2019

1= /5 2] B ] et {8 5T 1 (48)
R-E—-hE+=-A=+-—H

Average  Gross carrying Impairment
External/Internal credit rating 12m or lifetime ECL loss rate amount loss allowance
B/ R B TR REARZHEREABL THPBAE REAE HEBERE
RMB'000 RMB'000
ARETR ARETR
Financial assets at amortised cost
REBHEEATTESREE
Restricted bank deposits
BRI RITI7H
AAA (note i) (Fff5Ei) 12m ECL N/A (note ii) 61 -
NEABRERERL TEA (M)
Bank balances
RiTHE 5
AAA/AA+ (note i) (FiTEI) 12m ECL N/A (note i) 22,291 -
NEABSMERER TEA (i)
Other receivables
E M EWE
N/A (note iii) 12m ECL N/A (note ii) 334 -
@A (i) NEABRERERL TEA (M)
Refundable rental deposits
REMEL S
N/A (note iii) 12m ECL N/A (note ii) 1,072 -
@A (i) NEABRERAL A (Mati)
Loan Receivables
BB
Low risk 12m ECL 1% 13,241 136
KRk NEAEHEREBL
Other item
HEE
Finance lease receivable (note iv)
BEHEENE (MzTiv)
Low risk Lifetime ECL - (not credit-impaired) 1% 348,567 4,021
EER SHENEREX (LEERNE)
Fair risk Lifetime ECL - (not credit-impaired) 15% 16,528 2,212
—RER SHERCEREX (LEERHE)
Loss Lifetime ECL - (credit-impaired) 90% 6,746 6,531
BE 2HEREREX (FERRE)
Subtotal 371,841 12,764
Nt
Total 408,840 12,900
@it

1 92 ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019




31. FINANCIAL INSTRUMENTS (continued)

(b)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)
As at 31 December 2018

(b)

31. @ T H (&)
LRMEAREERERKE (&)

1= /5 /& B I et (B 57 1 (48)
R-ZE—-NFE+=ZHA=+—H

Average  Gross carrying Impairment
External/Internal credit rating 12m or lifetime ECL loss rate amount loss allowance
M/ RBEETR REARHRBEARE THBRAE FEBE BEBERE
RMB'000 RMB'000
AREFT ARETT
Financial assets at amortised cost
RBHRAGESREE
Bank balances
RS
AAA/AA+ (note i) (BTEED) 12m ECL N/A (note ii) 25,004 -
NEAEREREL A (M)
Other receivables
M ERHE
N/A (note iii) 12m ECL N/A (note ii) 846 -
TR (FEin) NEAEHEREX i A (B )
Other items
HttEH
Finance lease receivable (note iv)
BEHEREYWHE (Hiiv)
Low risk Lifetime ECL - (not credit-impaired) 1% 340,476 2,546
YA LHRHEREL (LEERMNE)
Fair risk Lifetime ECL - (not credit-impaired) 10% 30,623 2,221
— iR PHRBEREX (TRERAMNE)
Loss Lifetime ECL - (credit-impaired) 73% 8,582 6,151
E#E 2HRHEREX (FRAE)
Subtotal 379,681 10,918
Nat
Total 405,531 10,918
st

EAnEREEBERLDA

FEHRSE 2019



194

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
R T NFF A=+ —HIFE

31. FINANCIAL INSTRUMENTS (continued)

(b) Financial risk management objectives and policies
(continued)
Credit risk and impairment assessment (continued)
Notes:

(i) The credit rating is external credit rating from China
Lianhe Credit Rating Co., Ltd. and China Chengxin
International Credit Rating Co., Ltd..

(i)  The directors of the Company reviewed and assessed
the impairment under ECL model, considering that these
financial assets were determined to have low credit
risk as these financial assets have a low risk of default
and the debtors have a strong capacity to meet their
contractual cash flow obligations in the near term, and
no loss allowance was recognised as the amount of ECL
was assessed to be immaterial.

(iii)  For the purposes of internal credit risk management, the
Group uses past due information to assess whether credit
risk has increased significantly since initial recognition. As
at 31 December 2019 and 31 December 2018, all of the
other receivables and refundable rental deposits were not
past due.

(iv)  For finance lease receivable, the Group has applied the
simplified approach in HKFRS 9 to measure the loss
allowance at lifetime ECL. Except for customers who are
credit-impaired, the Group determines the ECL on these
items by using a provision matrix, grouped by internal
credit rating. As at 31 December 2019, Credit-impaired
finance lease receivable with gross carrying amounts of
RMB6,746,000 (2018: RMB8,582,000) were assessed
individually.

ZIYUANYUAN HOLDINGS GROUP LIMITED ANNUAL REPORT 2019

31. @ T H (&)
cREREEREERBEE (&)

(b)

1= A /3 g 2 el 18 5P A (A2)

B & -

()

(i)

(iii)

EEFBARBEEEFEA
PR AR & P 1 B ER A5 A AT AR
BEREFERFAERNINBE
B

EEIZEcREEHRBRE
WERRR AAZEemAERE
AEREmMEORRBEHA
MHAERANENEITALD
RERERT - ANEHERE
REFFNER/LAEKN BbR
REBARRE-

RAZEARREENS A&
EFRBPERTHEARR
REASERBEREEM-
RZE-—NRF+ZA=+—H
E=ZZF—-—NF+=ZA=+—81"
Fi7g E fih JE W kT8 KR AR BT
EmnevEaS-

MEEEEEKKIEMS &K
SEEERBEBMEHREED
FNR 2B S ERSBERGE
REXFEEABE -KRELHR
FRAREZEFIN NERFEA
RINGEEETZEEE 2BH
FRBK  WIRAEBEEFTRD
H-R—_ZE-—NEF+_A=+—
A BERBREAREzZRERE
EWREZEREERARE
6,746,0007C (=T — \F: A
R #8,582,0007T) © B # 17 1A
RIFT A o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)
The measurement of ECL is a function of the PD, LGD
and the EAD. The assessment of the PD and LGD is
based on historical data adjusted by forward-looking
information related to the economic inputs and the
future macroeconomic conditions such as nonfarm
payroll and purchasing managers’ index.

The Group calculated PD by applying linear regression
by inputting credit default swap, purchasing managers’
index and certain other index with adjustment factors
such as industry and region. The LGD were based on
historical observed default rates over the expected life
and by referencing the external database on regional
recovery by creditors.

As at 31 December 2019, the Group provided
RMB6,233,000 (2018: RMB4,767,000) impairment
allowance based on the provision matrix. Impairment
allowance of RMB6,531,000 (2018: RMB6,151,000) was
made on credit-impaired finance lease receivable.

The following table shows the movement in lifetime ECL
that has been recognised for finance lease receivable
under the simplified approach.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and policies
(continued)
Credit risk and impairment assessment (continued)

31. @ T H (&)
(b) LREARSEEERKE (F)

1= A /3 g 2 el 18 5P A (A2)

Lifetime ECL Lifetime
not ECL
credit-impaired  credit-impaired Total
2HEH 2HES
FREX FREX
(EE|EARE) (ERRE) @t
RMB'000 RMB’000 RMB'000
AR®TR AR®TR ARETR
As at 1 January 2019 RZE-NE—-A—H 4,767 6,151 10,918
Changes due to finance lease receivable 7—A—H#R
recognised as at 1 January: BERERWGIESH &
— Transfer to credit-impaired (note i) -EBREEHENE (HE) (131) 131 -
— Impairment losses recognised (note i) — 2 HERFEREE (M i) - 2,381 2,381
— Impairment losses reversal (note iii) —REBEED (PN ii) (2,157) (1,253) (3,410)
- Disposal —HE - (879) (879)
Changes due to net addition of HEMERNFIEN L FE
finance lease receivable (note iv) (FisEiv) 3,754 - 3,754
As at 31 December 2019 RZE-NFE+ZRA=+—H 6,233 6,531 12,764
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

31. FINANCIAL INSTRUMENTS (continued) 31. €@ T B (#)
(b) Financial risk management objectives and policies (b) €REMREEEEREE (£)

(continued)

Credit risk and impairment assessment (continued) 1= /8 B B R dl (B 7715 (4E)

Lifetime ECL Lifetime
not ECL
credit-impaired  credit-impaired Total
2 HTEH 2 HEH
EREBX ERBX
(Y EERAE) (ERRE) B
RMB'000 RMB'000 RMB'000
ARBTR ARETR ARETR
As at 1 January 2018 R-_E-\E—H—H 5,436 3,323 8,759
Changes due to finance lease receivable 7—A—H#R
recognised as at 1 January: BERERWGIESH &
- Transfer to credit-impaired (note i) ~BEZERMNE (HEi) (1,197) 1,197 -
— Impairment losses recognised (note ii) — 2 BB EEE (B - 4,012 4,012
— Impairment losses reversal (note iii) ~ —JH{EBERE (B Eii) (2,405) (1,773) (4,178)
- Disposal -HE - (608) (608)
Changes due to net addition of BEMERNFEN L FEEH
finance lease receivable (note iv) &8 (Kiiv) 2,933 - 2,933

As at 31 December 2018 R-Z-N\E+-A=+—H 4,767 6,151 10,918

(i) Transfer to credit-impaired was caused by the triggering () HRZEEHAABEIHFARE
event from the debtors such as default or the debtor BHAZBESMH (PINENE
encountering significant financial difficulty during the e E AMRE XY BEE#)
year. P& g -

(i) Impairment losses recognised was caused by further (i BRARESEEIHKEAR
impairment provided for the credit-impaired finance lease ERmEHERWHEIRZE
receivable. —PRERBRER-

(i) Impairment losses reversal was caused by full settlement (i) R {E BB B Bl ) i A B E A
of the outstanding balance of the finance lease EHERWHRIE Z HARERE
receivable. ERPTEE -

(iv) It was caused by impairment allowance provided in (ivy ETBEFARMEEREEKZK
relation to newly originated finance lease receivable BRHR 2 R ER BT ER -

during the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)
During the year ended 31 December 2019, the Group
provided RMB136,000 impairment allowance for loan
receivables, based on 12m ECL.

The movements in the gross carrying amounts of finance

31. @ T H (&)

(b) EREAMEEERERBE (&)

1= /5 /2 B K el (B 7 15 (48

HE-ZT-NF+=-A=+—H
WEFE - ANEEEMN2E AR
EABKTIRARE 136,000

(ERESER

BEHEE WA REAES

lease receivable were as follows: EVpCRNE
Lifetime ECL Lifetime
not ECL
credit-impaired  credit-impaired Total
2HES 2HES
ERBX ERBX
(TE|EARE) (ERRE) Foh
AR®TrR AR®TR ARETR
RMB'000 RMB'000 RMB’000
As at 1 January 2019 R-E-NnE—HF—H 371,099 8,582 379,681
Changes due to finance lease receivable N—A—HERZBHERE
recognised as at 1 January: ERFEZH 28
- Transfer to credit-impaired ~EREZERNE (1,592) 1,592 -
- Settlement —#5 (221,260) (2,393) (223,653)
- Disposal -HE - (1,035) (1,035)
Changes due to net addition of BERERYGUENEFEER
finance lease receivable 228 216,848 - 216,848
As at 31 December 2019 RZE-NE+ZA=+—H 365,095 6,746 371,841
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31.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

FINANCIAL INSTRUMENTS (continued)
(b) Financial risk management objectives and policies
(continued)

Credit risk and impairment assessment (continued)

31. @ T H
SREABREEEERRE (&)

(b)

(#&)

1= A /3 g 2 el 18 5P A (A2)

Lifetime ECL Lifetime
not ECL
credit-impaired  credit-impaired Total
2HEH 2 HEH
EREX EREBX
(Y EERAE) (ERRE) B
ARETT AREFT ARETT
RMB'000 RMB’'000 RMB’000
As at 1 January 2018 RZZE-N\E—-H—H 339,376 6,120 345,496
Changes due to finance lease receivable H—A—HERZAERE
recognised as at 1 January: ERFIEEH 28:
- Transfer to credit-impaired —-BERZEHRE (12,006) 12,006 -
- Settlement —#E (182,591) (8,324) (190,915)
- Disposal —-HE - (1,220) (1,220)
Changes due to net addition of BERERYGUAMEFEEN
finance lease receivable &L 226,320 - 226,320
As at 31 December 2018 -N\E+-A=+—8 371,099 8,582 379,681
The movements in the gross carrying amounts of loan FEUEREEBABEEHOT
receivables were as follows:
2019
—NEF
RMB'000
ART T
As at 1 January 2019 RZE—-hF—H—H -
Advance of new loan receivables IL E W E R 17,535
Settlement of loan receivables EREREE (4,294)
13,241
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued)

(b)

Financial risk management objectives and policies
(continued)

Liquidity risk

Ultimate responsibility for liquidity risk management
rests with the directors, and the entity has built an
appropriate liquidity risk management framework for
the directors’ short, medium and long-term funding
and liquidity management requirements. The Group
manages liquidity risk by maintaining adequate reserves
and banking facilities, by continuously monitoring
forecast and actual cash flows and matching the
maturity profiles of financial assets and liabilities.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
assets and financial liabilities. The table has been drawn
up based on the undiscounted cash flows of financial
assets and financial liabilities. The table includes both
interest and principal cash flows.
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31. @ T H (&)

(b)

TREAREEEEREE (&)

mEEZ/m b
mBESEREE RKEMHR
EXAE EXERERNESTL
Mo RRAEERADESER
FERYEERDECERER
ER - AEEFEBER R RHEN
RITRE U RBBFEEREAR
MERRESREYEAEREE
ERAEZEHER BEERDES
LB o

TRANAREFTESREE
EemBEORBAORIHA - %
KREEREEREBRABNHR
RRBESRERR - KT EEFE
EAEHRERE-



(b)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

31. FINANCIAL INSTRUMENTS (continued) 31. ﬁ Eﬂ T E (4&)
Financial risk management objectives and policies (b) SHEAKREEEEREE (£)
(continued)
Liquidity risk (continued) TEELERE (&
Weighted
average Total
effective  Overdue/ Within 1t03 4to 12 1102 Over undiscounted Carrying
interest rate  on demand 1 month months months years 2years  cash flows amount
nETH BRER
BRAE 88/REX 1BAR  1E3@A  4Z12fEA 1828 WAL RERE KEE
% RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
% ARETT ARETR ARBTR ARETT ARETR ARETR ARBTn ARETR
Asat31December 2019 ~ R-F-A%+=A=1-A
Assets EE
Finance lease receivable BEREENZE 12.85 6,222 28,156 56,199 202,702 121,887 13,933 429,099 359,077
Loan receivables EER 1248 - 795 1,593 6,522 6,164 604 15,678 13,105
Refundable rental deposits ~ WRERERS - - - - - 118 954 1,012 1,012
Other receivables EfEUR - - 334 - - - - 334 334
Restricted bank deposits BRHBTER 0.01 - - - 61 - - 61 61
Bank balances and cash RIOERRRS 035 22,291 - - - - - 22,291 22,291
Total @i 28,513 29,285 51,192 209,285 128,169 15,491 468,535 395,940
Liabilities af
Other payables Et M zE - 1,422 - - - - - 1422 1,422
Deposits from finance BERERFES
lease customers 12,68 - 588 3,146 23,292 11,510 330 38,866 35,052
Lease liabilities HERE 7.00 - 474 760 3,621 4,080 8,198 17133 14,888
Bank borrowings BT 6.37 - 1,099 2,188 54,634 - - 57,921 56,180
Total &t 1422 2,161 6,094 81,547 15,590 8,528 115,382 107,542
Asat31December2018 ~ W=ZF-NF+=fA=+-8
Assets EE
Finance lease receivable RERERMNE 1383 6,604 25,038 50,658 186,406 143,532 27,5% 439,834 368,763
Other receivables EtbfekzE - - 50 31 - 120 445 846 846
Bank balances and cash BERRRS 035 25,004 - - - - - 25,004 25,004
Total @i 31,608 25,088 50,889 186,406 143,652 28,041 465,684 394,613
Liabilities ff
Other payables EtiEf - 853 - - - - - 853 853
Deposits from finance BEMERPES
lease customers 12.68 - 577 2,133 29,686 35422 12,049 80,467 68,955
Bank borrowings BITER 753 - 188 376 31,599 - - 32,163 30,065
Total &5t 853 765 3,109 61,285 35422 12,049 113,483 99,873
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

31. FINANCIAL INSTRUMENTS (continued) 31. €@ T B (2)
(c) Fair value measurements of financial instruments () EMIBEZAFEFTE
The fair value of financial assets and financial liabilities cHEELSRAGBGBZATETD
is determined based on discounted cash flow analysis, REBEFRRBESRESONEE RE
with the most significant inputs being the discount rate EZHABBRREZISEHFH
that reflects the credit risk of counterparties. ERER 2RI
The directors of the Company consider that the RRAREERR  HEHERAGTA
carrying amounts of financial assets and financial FEMBRARceREERS
liabilities recorded at amortised cost in the consolidated BAEREEELATERSE -
statement of financial position approximate to their fair
values.
32. PARTICULARS OF SUBSIDIARIES 32. B A RFF1E
As at 31 December 2019, the Company has direct and RZE-NEFE+_A=+—HB K27
indirect shareholders/equity interests in the following RUATHBRARESEZ MEERER,
subsidiaries: IR 2 -
Particulars Proportion of ownership
of issued/ interest/voting rights
Place and date of registered held by the Group as at Principal
Name of subsidiary incorporation/establishment capital 31 December activity
BRfT/ AEERt-AZ+-HEEZ
WEARER FRAL/ KUt ERAS ERERFE RERER/REELH TEEH
2019 2018
ZE-hnE Z2-N\F
Directly owned
ERRF
Honor Global Holdings Limited BVI 28 October 2016 US$50,000 100% 100% Investment
holding
REXHRERERAF KERZBECST % 50,000% 7T RERR
tAZt+AR
Infinite Success Enterprises Limited BVI 2 July 2019 UsS$1 100% N/A Investment
holding
KERIME-S-NEtAZH (Ep TR REBRR
Indlirectly owned
BBEE
HK Lixin Hong Kong 6 March 2013 HK$50,000,000 100% 100% Investment
holding
BRUEEFERAA EE_T-=F=AKA 50,000,000 REER
BT
Ziyuanyuan Finance Limited Hong Kong 8 October 2018 HK$10,000 100% 100% Money lending
ERTHBERRA FEZT-/\E+ANR 10,0007 7 HE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

32. PARTICULARS OF SUBSIDIARIES (continued) 32. B A RS (&)

Particulars Proportion of ownership
of issued/ interest/voting rights
Place and date of registered held by the Group as at Principal
Name of subsidiary incorporation/establishment capital 31 December activity
B8/ AEERT-A=+-BAKEZ
WEARAR HMAL/ Rt ERAH ERERFE RERER/REELDH TEEHR
2019 2018
“E-NE ZE-N\EF
Indirectly owned
BEEE
Ruiheng Holdings Limited Hong Kong 26 July 2019 HK$1 100% N/A Investment
holding
mERRERAA BE_Z-NELAZTRE BT TER  REBR
ZYY Finance Leasing" PRC 28 May 2014 US5$50,000,000 100% 100% Provision of
finance leasing
services
ZTTRERE PE-F-MERAZTNE 50,000,000 RUBERIRY
e
Ziyuanyuan (Shenzhen) Technology Limited*# PRC 6 September 2015 RMB2,000,000 100% 100% Provision of
technological
services
Znm (R BEERRA PE-Z-RENANA AR RERRRS
2,000,0007T
Shenzhen Ruiheng Equipment Trade Limited*" PRC 16 August 2019 US$2,898,800 100% N/A Equipment trading
AITREREEHERAT PEZZ-nENATAE 2,898,800% T TER  REES
# English translated name is for identification purpose only. ¢ BN B R BHEEEA -
» The entities are wholly foreign owned enterprise established in " BRI EECEEE-
the PRC.
* The entity is a domestic enterprise established in the PRC. * EHRBEKIHAEREER:
Except for HK Lixin which adopts the financial year end date REABLEESERATRMNSNA=T
of 30 June, all subsidiaries are limited liability companies and HRUMMEEFE&EBINN FTEHRERR
have adopted 31 December as their financial year end date. HEERAR  WEHEMTZA=1+—
BREMBFERFSER
None of the subsidiaries had issued any debt securities at the PSR 25 BAOR 50 pA AR M8 45 & A fe] BF T
end of the reporting period or at any time during both years. MmN B AR BITEMNELE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e MBBRRME

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

33. RECONCILIATION OF LIABILITIES ARISING
FROM FINANCING ACTIVITIES

The table below details changes in the Group’s liabilities
arising from financing activities. 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.

3B.AMEFHELECEGEZHER

TRAMAEEEREEDEL CAE
ZEB - RERDELZABREAETR
BERE (HAKRREREH) NALH
ZHEARERERANDERBELRDZ
RenEZRE

2019 —E—RE
Financing cash flows Non-cash changes
BEREHE E3E L)
Net cash
As at from

1 January (used in) As at

2019 financing 31 December

(restated) Cash in Cash out activities Accruals 2019

R

R BEED ZE2-NE

“E-NF & (R t=A

-A-H K DN Refi RERR EHER =1-A

RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000

ARBTR ARETR ARETr ARETR AR%Tn  ARETR

Bank borrowings - principal BITfER-4% 30,000 61,000 (34,600) 26,400 - 56,400

Bank borrowings - interest RITEF-FI2 65 - (4,664) (4,664) 4379 (220)
Financial liability arising from DEREELNERER A2

repurchase agreements - principal - 4,953 (4,953) - - -
Financial liability arising from mEREEENEHERE-HE

repurchase agreements - interest - - (63) (63) 63 -

Lease liability - principal (note 2) HEBE-A2 (F352.) 1,303 - (1,612) (1,612) 15,197 14,388

Lease liability - interest HEAE-FI2 - - (508) (508) 508 -

Accrued issue costs JER BT A 346 - (346) (346) - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A WK MR

For the year ended 31 December 2019

33. RECONCILIATION OF LIABILITIES ARISING

HBEz—FT— F+=

H=+—HILFE

3B.RMEFHELECEGBZYHR

FROM FINANCING ACTIVITIES (continued) (#&)
2018 —E-NF
Financing cash flows Non-cash changes
RERERE FRe#
Net cash
from
As at (used in) As at
1 January financing 31 December
2018 Cashin Cash out activities Accruals 2018
R
N BEEY it A3
—E-\F At () +=A
-A-B  R&RA  ReRL  ReF¥E  EHER =1+-H
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETFT ARETR ARETR ARETT AREFT ARETR
Bank borrowings - principal RITER-12 - 60,000 (30,000) 30,000 - 30,000
Bank borrowings - interest BTER-FE - - (1,456) (1,456) 1,521 65
Financial liahility arising from DEBZEENEREAR-12
repurchase agreements - principal 8,340 - (8,340) (8,340) - -
Financial liability arising from OEBEENEREE-FS
repurchase agreements - interest 373 - (721) (721) 348 -
Amounts due to related parties JEf B 7R 26,351 31,500 (57,851) (26,351) - -
Accrued issue costs JERTBITIA 1,558 - (5,227) (5,227) 4,015 346

S EREBARLR FEHE 2019
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e HRAR MR

For the year ended 31 December 2019
BFr —FE—-NF+_H=F—HIFE

34. STATEMENT OF FINANCIAL POSITION OF 34, KA T 2 BRI &R
THE COMPANY

31/12/2019 31/12/2018
—ZE-NEF —E-N\F
+=ZHA=+—-H8 +=-—A=+—8
RMB’000 RMB'000

ARBT T ARET T

NON-CURRENT ASSET ERBEE
Interests in subsidiaries NGIENGIPA: 120,009 120,009
CURRENT ASSETS REBEE
Prepayment BT FRIE - 146
Amounts due from subsidiaries A NGRS 1,589 1,701
Bank balances and cash SRITHEHRNIR S 234 1,206
1,823 3,053
CURRENT LIABILITIES R
Accrued listing expenses/issue cost fEEt ETF X /BT AR - 1,504
Other accrued charges Hib et & A 2,813 253
Amounts due to subsidiaries RN E 20,920 20,920
23,733 22,677
NET CURRENT LIABILITIES REBAEFEHE (21,910) (19,624)
NET ASSETS BEEFHE 98,099 100,385
CAPITAL AND RESERVES EXRRGEE
Share capital fig A 33,839 33,839
Reserves M 64,260 66,546
TOTAL EQUITY A 98,099 100,385
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

34. STATEMENT OF FINANCIAL POSITION OF

35.

THE COMPANY (continued)

e ISR

For the year ended 31 December 2019
BFr —FE-NF+_H=1—HIFE

4. KRB 2B MRRE (2)

Movement in reserves REEEH
Share Accumulated
premium losses Total
P 17 5 B RitEE wEt
RMB'000 RMB'000 RMB'000
ARBTIT AREFTT AREFT
As at 1 January 2018 RZE-N\F—HA—H 61,913 (13,132) 48,781
Loss and total comprehensive expense FABEREAMAZ AR
for the year - (4,757) (4,757)
Issue of new shares BITH (D 55,829 - 55,829
Issue of shares by capitalisation of BREREBRMEERETRN
share premium account (25,292) - (25,292)
Transaction costs attributable to BITHRMO B 2R HHAR
issue of new shares (8,015) - (8,015)
As at 31 December 2018 RZBE-NF+=ZA=+—H 84,435 (17,889) 66,546
Loss and total comprehensive expense FABEREAMAZ AR
for the year - (2,286) (2,286)
At 31 December 2019 RZE-NF+=ZA=1+—H 84,435 (20,175) 64,260

EVENT AFTER THE REPORTING PERIOD
The ECL at 31 December 2019 was estimated based on
a range of forecast economic conditions as at that date
and information available of that date without undue cost
or effort. Since early January 2020, the novel coronavirus
("COVID-19") outbreak has spread across mainland China
and beyond, causing disruption to business and economic
activity. The impact on certain key indicators will be
considered when determining the severity and likelihood of
downside economic scenarios that will be used to estimate
ECL under HKFRS 9 in 2020.

As the situation remains fluid as at the date these financial
statements are authorised for issue, the directors of the
Company considered that the financial effects of the
COVID-19 on the Group's consolidated financial statements
cannot be reasonably estimated. Nevertheless, the COVID-19
outbreak is expected to affect the consolidated results of the
Group for the first half and full year of 2020.

Except as disclosed above and in Note 13 of the consolidated
financial statements, the Group had no other significant
subsequent event after the reporting period.

35. HEH RSN

W-EBE—-AFE+-_A=1+—HB2ZHEH
ERBARERZA — XYL EER
BREZABBENHO TN BHKA
KGN ERERMEROGE -8
TE-TFE-AYINR FRERES
(fcovID-19]) B % E EEEF B A&
VAR Efth b [ - 37 36 7 3 M 48 VR B i
KRTFE-BRE-_ZS_ZFEEUHHRE
ERIESRHETEAEAIEBAETEE
TITIE BB E AN A] e - I
REBREENTE-

HREERETI KRR 2B 15
MDA EE ARREERAELLRE
{5 COVID-19¥ AN & B 4R & B 75 3R
KR FFE - EBE ML COVID-198Y
BRE BT EAEE S T F ¥
FE2FMERAEE -

B EXRARA R SRR M 13 MES
S AEBRBERRUBEELMEKRR
BERE-

S EREBARLR FEHE 2019
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SUMMARY OF FINANCIAL INFORMATION

MBERRE

A summary of the published results and of the assets and liabilities AEEBE-_Z-NE ZE-N\F - =T
of the Group for the years ended 31 December 2019, 2018, 2017, —+tF E-RNFEFR_ZT—HF+ A
2016 and 2015, extracted from the audited financial statements Tt HIFEZEHEEEUREERE
in this annual report and the Prospectus of the Company dated 25 BERE (HEErFHREARABHAEZST

June 2018, is as follows:

“NEFERA+TRRAZHERERAZLEZ

B mER)MAT:
RESULTS: &
Year ended 31 December
BZ2+-A=1t—-HLEE

2019 2018 2017 2016 2015
“E-hE ZE-)\F ZZ—+tF ZT—R —ZT—RF
RMB’000 RMB'000 RMB’'000 RMB’000 RMB'000
ARETR ARBTT ARETT ARETRT ARETR
Revenue & 68,125 60,409 52,060 29,546 10,807
Profit before taxation B %53 Al A 26,453 22,958 15,942 7,536 958
Taxation 18 (9,580) (6,013) (6,377) (2,319) (278)
Profit for the year ERE A 16,873 16,945 9,565 5,217 680

ASSETS AND LIABILITIES: BEERAR:

As at 31 December
R+=—A=+-—~H

2019 2018 2017 2016 2015
“E-hE —Z-N\F —E—+F E—RFE —T-HF
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
AREBTRT AREFTT ARBTRT AREFT ARETT
Total assets BERAE 426,572 403,389 351,908 285,171 207,090
Total liabilities aEeR (126,301) (119,991) (141,557) (177,911) (89,018)
Total equity k| 300,271 283,398 210,351 107,260 118,072
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