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

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

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

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

This report, for which the directors (the “Directors”) of Sinofortune Financial Holdings Limited (the “Company”,
together with its subsidiaries, the “Group’) 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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CHIEF EXECUTIVE'S STATEMENT
THERERS

BUSINESS REVIEW

The Group recorded a loss of approximately HK$41.6 million for
the year ended 31 December 2020, compared with the loss of
approximately HK$133.6 million for the year ended 31 December
2019, it significantly reduced by approximately HK$92.0 million.
As disclosed in the Company’s announcement dated 11 March
2021, the loss for the year ended 31 December 2020 was mainly
due to (1) the substantial unrealised fair value losses amounting to
approximately HK$16.0 million arising from the Group’s unlisted
equity investments in the limited partnership engaged in investing
in new medicine development projects classified as financial assets
at the fair value through its profit or loss during the year ended
31 December 2020, and (2) the impairment of trade deposits paid
and other receivables amounting to approximately HK$11.0 million
relating to the segment of sales of motor vehicles of the Group.

The Group for the year ended 31 December 2020 recorded
total revenue of approximately HK$69.1 million, which was a
decrease of approximately HK$257.1 million compared with the
last corresponding year. It was due to a record of sales of motor
vehicles, provision of agency services and accessories sourcing
segment approximately HK$67.8 million for the year ended 31
December 2020, compared with approximately HK$325.1 million
for the previous year, representing a decrease of approximately
HK$257.3 million.

The performance of the sales of motor vehicles segment has been
seriously affected since the outbreak of COVID-19 pandemic, the
on-going Sino-US trade war and the change of the PRC government
policies. The Group has adjusted its business strategies in order
to stimulate the sales and clear the stocks of motor vehicles which
including, inter alia, reduced the price on certain models of motor
vehicles, focused on promoting the sales on those motor vehicles
which could be sold at profit, and controlled the costs of operation
in this segment. For the year ended 31 December 2020, the Group
recorded the revenue of sales of motor vehicles where the Group
acts as principal approximately HK$62.7 million and an agency fee
income from trading of motor vehicles and accessories sourcing
approximately HK$5.1 million. Approximately HK$324.3 million and
approximately HK$0.8 million were recorded respectively for the
revenue of sales of motor vehicles where the Group acts as principal
and an agency fee income from trading of motor vehicles and
accessories sourcing for the year ended 31 December 2019.

Regarding investment in the new medicine development market in
the PRC, the limited partnership of the Group co-operates with its
business partner in the joint development of four new medicines
in the treatment of lymphoma, cell tumors, colorectal cancer and
multidrug-resistant tuberculosis. As at 31 December 2020, one of
the new medicines has entered into the phase | of clinical trial and
the others are still in the researching stage.
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CHIEF EXECUTIVE'S STATEMENT

For proprietary stock trading, the Group recorded an unrealised loss
of approximately HK$0.2 million for the year ended 31 December
2020.

Reference is made to the Company’s announcements dated 20
December 2019 and 24 December 2019 in relation to the disposal
of the entire issued share capital of Sinofortune Securities Limited
and the subordinated loan advanced by the Company to Sinofortune
Securities Limited. On 2 June 2020, a notice of termination dated 1
June 2020 has been served by the purchaser to terminate the sale
and purchase agreement. Both vendor and purchaser agreed that
the sale and purchase agreement ceased to have any effect and all
rights and obligations of the vendor and the purchaser under the
sale and purchase agreement shall cease. The vendor forfeited the
deposit of approximately HK$0.7 million and returned the deposit of
HK$1.0 million to the purchaser.

FINANCIAL REVIEW

Results of the Group

The Group recorded total revenue of approximately HK$69.1 million
for the year ended 31 December 2020 as compared to total revenue
of approximately HK$326.2 million for the previous year, representing
a decrease of approximately HK$257.1 million or approximately
78.8%. The sharp decrease of revenue was primarily due to the
decrease in sales of motor vehicles business in PRC.

The Group recorded a loss for the year amounted to approximately
HK$41.6 million, compared with a loss of approximately HK$133.6
million for the corresponding year, representing a decrease loss
of approximately 68.9%. The loss of the year encompassed an
unrealised fair value losses on securities trading of approximately
HK$0.2 million, compared with unrealised fair value losses on
securities trading of approximately HK$0.5 million for the previous
year.

The loss also included the fair value losses arising from the Group’s
interest in the limited partnership engaged in the business of
investing in new medicine development projects at the unrealised fair
value through its profit and loss of approximately HK$15.7 million for
the year under review.

The loss also took the impairment loss of trade deposits paid and
other receivables of approximately HK$10.8 million for the year under
review, no impairment needed for such trade deposits paid and other
receivables in the previous year.

ERESEERAERARA | ZEZEFR

THRIZES

MEERSFEXSME  AEERBE_SZ
TFEF+"A=+—HILEFERESRERER
#9200,00078 7T °

ZRMAADABRA_ZE—HFE+_A_+
HE - E—AE+ B -+HENAH A
AREMEEERESARARNZ2MEET
BARKRBBRNFEREEBSERAT ZE
BEFR - R_E-Z=FEAB_H BEAFBEZE
ERHPRA ST TFEAB—HZE&ILEA
IR ITEBEwZ BEEEARREERET
BEEAMMAOREFRESFNREEHZE
T BN REFISKIE - BARBIKL
700,000/ 7032 & K [\ & 5 4R [E]1,000,00078
T e

A1 #% o] 8

TEEEE
rEBRRBEE_ S _ZF+_-_HA=+—HL
FEREAWZEA69,100,0008 7T > MEF
Bl #7848 R 75 49326,200,0003 7 > B /D &
257,100,0007 708 4978.8% o U 7 = B T &
FEARTEAEERWIHEB TR
e

SEFEFREEARNEEL41,600,000587T 0 M
2Bl & E51849133,600,00038 7T » E51E7H
D#I68.9%  FNEIBEIERSFEEZ A E
AT {EEE4200,0008 75> Mk EEE]
BEFEBZ RERAFEEELA500,000
BT

BRTEERREFEFSERNREEREN
MERLEEXBNARSBEENERE
EHNRATFESABEZ RER AT EEER
#915,700,0008 7T °

BETEENRCBEEEENEZ RS REM
FEWERIE 2 BB K18 4710,800,0008 7T > 7Y
T FEEEMNZEVES RS REMEK
FIBEITRE



CHIEF EXECUTIVE'S STATEMENT
THREZES

Liquidity and financial resources

The Group’s current assets as at 31 December 2020 amounted
to approximately HK$193.9 million compared with approximately
HK$239.9 million as at 31 December 2019 and the liquidity of the
Group, as demonstrated by the current ratio (current assets/current
liabilities) was 6.0 times, compared with 3.9 times for previous year.
Among them, the financial assets at fair value through profit or loss
were approximately HK$1.2 million (2019: approximately HK$1.4
million) which invested the equity securities listed in Hong Kong. As
at 31 December 2020, the Group’s cash and bank balances were
approximately HK$109.8 million (2019: approximately HK$118.8
million) of which approximately HK$16.3 million (2019: approximately
HK$5.7 million) were held on behalf of clients in trust and segregated
accounts.

As at 31 December 2020, the Group’s total borrowing amounted to
approximately HK$0.2 million (2019: approximately HK$2.4 million),
which fully repaid in January 2021. The bank borrowings were
secured by charges over the Group’s leasehold land and buildings
as well as corporate guarantee issued by the Company. The gearing
ratio of the Group as at 31 December 2020 (calculated by the total
liabilities of approximately HK$36.0 million over equity attributable
to the owners of the Company of approximately HK$206.4 million)
is 17.5% (2019: 28.1%). Taking into account of the amount of liquid
assets in hand, the Broad is of the view that the Group has sufficient
financial resources for future development of the existing business of
the Group and other business when investment opportunities arise.

The equity attributable to the owners of the Company amounted
to approximately HK$206.4 million as at 31 December 2020,
representing a decrease of approximately HK$32.1 million, or 13.5%
from that of 31 December 2019. The decrease was mainly due to
loss for the year attributable to the owners of the Company.

The Group manages the foreign exchange exposure arising from
its normal course of business activities and investments in foreign
operations by funding its local operations and investments through
cash flow generated from business transaction locally. As at the end
of the year, the Group did not have any material un-hedged foreign
exchange exposure of interest rate mismatch. Foreign currency
exposure did not pose a significant risk for the Group. However, we
will continue to stay vigilant and closely monitor our exposure to
movements of relevant currency.
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CHIEF EXECUTIVE'S STATEMENT

Capital structure
As at 31 December 2020, the Company’s issued share capital was
7,748,958,120 shares of HK$0.01 each.

Sales of motor vehicles, provision of agency and other
services for accessories sourcing

It recorded approximately HK$67.8 million of revenue for the year
under review compared with approximately HK$325.1 million for
the same period last year. It is principally engaged in motor vehicles
business in PRC, in particular, sales of motor vehicles and motor
vehicles parts. For the year under review, with concerns over the
economic outlook amid the ongoing Sino-US trade war, and the
outbreak of COVID-19 pandemic, global economic growth slowed
down. In addition, the change in government policies in relation to
automobile emission standard in the PRC, it led to a slowdown in
the sales of motor vehicles and incurred a loss of approximately
HK$1.9 million and approximately HK$84.5 million for the year
ended 31 December 2020 and the corresponding last year ended
31 December 2019. The loss from this segment of approximately
HK$1.9 million for 2020 (2019: approximately HK$84.5 million)
is arrived at after taking into account (i) reversal of provision for
onerous contracts amounted to approximately HK$4.2 million
(2019: provision for onerous contracts recognised of approximately
HK$21.9 million) and (i) impairment loss on trade deposits paid and
other receivables amounted to approximately HK$10.8 million (2019:
Nil).

Brokerage and securities margin financing service

Total revenue of this segment recorded approximately HK$1.3
million for the year ended 31 December 2020, compared with
approximately HK$1.0 million for the same period last year.
This segment loss approximately HK$1.6 million while loss of
approximately HK$2.8 million for the last corresponding period.

Trading and principal investments

The securities trading recorded no realised loss for the year ended
31 December 2020, compared with a realised gain of approximately
HK$0.5 million of the previous year. It recorded an unrealised
fair value losses of approximately HK$0.2 million for the year
under review, compared with an unrealised fair value losses of
approximately HK$0.5 million of the previous year. This segment
showed an operating loss of approximately HK$5.5 million for the
year 31 December 2020 and it recorded a loss of approximately
HK$6.9 million last year.
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CHIEF EXECUTIVE'S STATEMENT
THREZES

CHARGES ON ASSETS

Leasehold land and buildings of the Group with a carrying amount of
approximately HK$24.3 million (2019: approximately HK$25.9 million)
were pledged for banking facilities granted to the Group.

Subsequent to the end of reporting period, the amount of bank loans
has been fully settled on 28 January 2021. The charges on assets
has been released.

CONTINGENT LIABILITIES
As at 31 December 2020, the Group did not have any contingent
liabilities (2019: Nil).

MATERIAL ACQUISITION AND DISPOSAL OF
SUBSIDIARIES/FUTURE PLAN FOR MATERIAL
INVESTMENTS

Termination of the Disposal of Sinofortune Securities Limited
On 20 December 2019, Sinofortune Financial Holdings (BVI) Limited
(“Vendor”), a wholly-owned subsidiary of the Company and ATIF
Limited (“Purchaser”) entered into a conditional sale and purchase
agreement (“‘Agreement”) in respect of the disposal of 67,000,000
issued shares of Sinofortune Securities Limited and the unsecured
interest bearing subordinated loan in the sum of HK$10.0 million
advanced by the Company to Sinofortune Securities Limited at a
consideration of HK$5.7 million plus the aggregate amount of the
total equity of the Sinofortune Securities Limited and the principal of
the subordinated loan as at the completion date.

On 2 June 2020, a notice of termination dated 1 June 2020
(“Termination Notice”) has been served on the Vendor by the
Purchaser to terminate the Agreement and request the Vendor to
return the deposit in the sum of HK$1.0 million to the Purchaser
within 5 business days from the date of Termination Notice. It is also
mentioned in the Termination Notice that the Agreement shall cease
to have any effect and all rights and obligations of the Vendor and
the Purchaser under the Agreement shall cease after the Purchaser
receives the return of the deposit of HK$1.0 million. The Vendor
has no objection to the contents of the Termination Notice and
shall forfeit the deposit of HK$0.71 million and return the deposit of
HK$1.0 million to the Purchaser within the prescribed time.

BEEIER
REBEEREEL24,300,0008 7T (ZE—H
F 1 £925,900,0008T) 2 HE T RIEFE
MEFPARERZIRTREERI-

REBEHARE RBTERTEENR T - —
F—BZ+ N \BHEHESF BEEERIFEH
Bk o

HAREE
N _E_EZF+_HA=+—H AEFTE

ERHAEBE (CE—NE:

) o

MEBAREAWBERILE EXKREZ
Bigstal

RIEHEERESFARAE

A _E—HE+_RAZ+H ARTEEMN

B/~ B]Sinofortune Financial Holdings (BVI)
Limited (T&E 7)) B NRRBEIREEME
RAsl (BRI UBKRGEEE WS (T
FI)OANREHLHEERZSARLE
67,000,000 BE#1TRH KA R B MERFE
FHERATBEMAIE 10,000,000 70 2
KRt R REER > 1B 45,700,000 73 »
BSMERZFFBRABIN TN B ANEER
KREBEEREEHELE-

ﬁf:’;_ii/\ﬁ B rEREEBEAEEH
Aa— EEE/\H HB#& BB (T4
JJ:L%DJ) DR IEHE TERE HR&LE

BHASETEEEXERREEHRERS
1,000,000 7T 2 I BAF IR K > 1
THBETAM I BEHFEAERANHEET
ZHERANREEREFRGZREZ RS
1,000,000 T 4R 1E - B A H & IEFEAMNA
AurmEZ B R2WIEE710,0008 Tk
KRR EFBAMREFRZEZS1,000,000%8
oo

Sinofortune Financial Holdings Limited | Annual Report 2020



CHIEF EXECUTIVE'S STATEMENT

For more details, please refer to the Company’s announcements
dated 10 December 2019, 20 December 2019, 24 December 2019
and 3 June 2020.

Disposal of @G Ml &£ R (R BRAF (Transliterated as
Nan Rui Biotechnology Group (Shenzhen) Company Limited)
On 24 December 2020, the Group disposed of 30% equity interest
in mInEMREEER CFI) BRAR (Transliterated as Nan Rui
Biotechnology Group (Shenzhen) Company Limited) at a cash
consideration of RMB9.5 million. iR ER GRYI) AR
‘AB] (Transliterated as Nan Rui Biotechnology Group (Shenzhen)
Company Limited) indirectly held the project related to the setting up
of a biomedical laboratory in the PRC. For more details, please refer
to the Company’s announcements dated 24 December 2020 and 30
December 2020.

Save as disclosed, there was no other material acquisition/disposal
which would have been required to be disclosed under the GEM
Listing Rules for the year under review and the Group has no
concrete plans for other material investments.

EMPLOYEE INFORMATION

As at 31 December 2020, the Group had a workforce of 47
employees (2019: 90). The total staff costs, including Directors’
emoluments, amounted to approximately HK$18.7 million for the
year ended 31 December 2020 (2019: approximately HK$23.6
million). The Group’s remuneration policies are reviewed on an
annual basis and commensurate with the industry pay level. The
remuneration package includes basic salary, provident fund, medical
benefits and discretionary bonus. The Group has also adopted a new
share option scheme as an added incentive for its employees.
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CHIEF EXECUTIVE'S STATEMENT
THREZES

OUTLOOK

As at 31 December 2020, almost 98.2% revenue of the Group came
from the segment of sales of motor vehicles, provision of agency
services and accessories sourcing in the PRC.

As disclosed in the circular of the Company dated 19 March 2018,
the motor vehicles business has a risk of reliance on a small number
of customers. As at 31 December 2020, EER AW EEHEEZH
/A7 (transliterated as Chongging Sheng Yu Hong Jia International
Trading Company Limited) (“Sheng Yu Hong Jia”) has maintained
33 customers and with 36 customers in the progress of negotiation.
Sheng Yu Hong Jia will strive to increase more customers to reduce
the level of reliance in the future.

As disclosed in the announcement of the Company dated 12 March
2021, the limits and measurement methods for emissions from light-
duty vehicles (China 6) (Standard No.: GB18352.6-2016) (“China 6
Standard”) came into implementation on 1 July 2020 by the PRC
government to impose more stringent emission requirements on
motor vehicles in the PRC, and parallel imported motor vehicle that
only complies with limits and measurement methods for emissions
from light-duty vehicles (China 5) (Standard No.: GB18352.5-2013)
(“China 5 Standard”) was disallowed.

In order to register parallel imported motor vehicles that complies
with China 6 Standard for sale in the PRC, importers are required to
obtain two certifications for the motor vehicles including (1) China
compulsory certification (“3C Certification”) and (2) certification
administered by the Ministry of Ecology and Environment of
the PRC (“EE Certification”) and despite China 6 Standard was
implemented on 1 July 2020, so far only the details relating to the
requirements and procedures for importers to obtain 3C Certification
have been announced, the details relating to the requirements and
procedures for importers to obtain EE Certification have not yet been
announced, which has created serious uncertainties for the parallel
importers of motor vehicles in the PRC.

In view of the implementation of China 6 Standard, the Group has
further adjusted its business strategy and will no longer import China
5 Standard motor vehicles to PRC any more and will concentrate
with the disposal of its stocks of China 5 Standard motor vehicles.
The Group will participate in the import of China 6 Standard motor
vehicles to PRC once the details relating to the requirements and
procedures to obtain EE Certification are being announced by the
relevant ministry or agency of the PRC government.
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CHIEF EXECUTIVE'S STATEMENT

After the three years’ efforts since the implementation of the 13th
Five-Year Plan (2016-2020), the PRC has been reforming the
regulatory landscape in the pharmaceutical industry leading it has
a steady growth in the past few years, especially for major new
medicines development like the promotion of more lifesaving and
safe medicines to be listed and included in medical insurance.
Therefore, the Company decided to divert the Group’s resources to
invest in the new medicine development market in the PRC through
its investment in a limited partnership which can attain diversification
of the Group’s business.

The Group is optimistic and confident in the prospects of the China
and Hong Kong stock markets and will continue to develop other
businesses and seek opportunities to expand its revenue sources to
enhance the Group’s revenue.

Since January 2020, the outbreak of COVID-19 pandemic has
impact on the global business environment. Up to the date of
these financial statements, COVID-19 pandemic has not resulted
in material impact to the Group. Pending on the development and
spread of COVID-19 pandemic subsequent to the date of these
financial statements, further changes in economic conditions for the
Group arising thereof may have impact on the financial statements
of the Group, the extent of which could not be estimated as at the
date of these financial statements. The Group will keep continuous
attention on the situation of the COVID-19 pandemic and react
actively to its impact on the financial position and operating results of
the Group.

| would like to take this opportunity to thank our shareholders, Board
of Directors, our staff and business partners for their continuous
support and commitment.

By order of the Board
Wang Jiawei

Chairman

Hong Kong, 19 March 2021
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

EEREREEBAERE

EXECUTIVE DIRECTORS

Mr. Wang Jiawei (Former name: Wang Xufeng), aged 34, has
been an executive Director, a member of nomination committee
of the Company since May 2013. Mr. Wang was also appointed
as the chairman and chief executive officer of the Company and a
member of remuneration committee of the Company with effect from
22 September 2015. He is a director of various subsidiaries of the
Group. Mr. Wang obtained a Bachelor of Science in Mathematics
at Imperial College London in the United Kingdom in 2009 and a
Master of Science in Finance at City University London in the United
Kingdom in 2010. From October 2010 to July 2011, he was a
market analyst of the investment department in Shenzhen Shouguan
Investment Co., Limited in the PRC. Since August 2011, Mr. Wang
has been a manager of Sinofortune Securities Limited, a subsidiary
of the Group. Mr. Wang is also the director of Victor Creation Global
Limited from August 2014 and Elpis Capital from September 2014.

Ms. Lai Yuk Mui, aged 51, has been an executive Director of the
Company since 1 August 2015 and she was appointed as a member
of remuneration committee of the Company with effect from 22
September 2015. She is a director of various subsidiaries of the
Group. Ms. Lai received her Bachelor of Arts Degree in Financial
Services from Edinburgh Napier University in Scotland. Ms. Lai
joined the Company on 14 July 2008 as the executive secretary and
has been promoted to the Head of Personnel and Administration
Department of the Company since 13 February 2009.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE
EEMREREEBAERE

NON-EXECUTIVE DIRECTOR

Mr. Liu Runtong, aged 47, was appointed as a non-executive
Director of the Company on 2 February 2010. Mr. Liu obtained
Bachelor Degree from Department of Chinese of Nankai University
in 1996. He also holds qualifications of economist, registered
securities investment consulting analyst and registered insurance
broker issued by various professional organizations in China. For
the past 22 years, Mr. Liu has held different positions in various
financial media institutions and financial services institutions
in Mainland China. During his tenure from 1998 to 2002 as a
responsible person for marketing the newspaper “Securities
Times”, he participated in establishing the “Panorama Network”
(www.p5w.net), a well-known securities website in China and acted
as its major responsible person. In 2000, he acted as consultant in
establishing and operating the program “Securities Times” produced
by “China Central Television”. From 2002 to 2007, he served as
“Program Supervisor” in “Shenzhen Stock Exchange Shenzhen
Securities Information Co., Ltd”, where he participated in setting up
and managing “Trading Day”, the 24-hour PRC program regarding
securities. Because of his outstanding performance, he was elected
as one of the “Ten Best Staff” of the “Shenzhen Stock Exchange”
in 2004. From 2013 to July 2015, Mr. Liu served Convoy China
Financial Services Holding Ltd as a Vice President. He was the
executive director of Shenzhen Qianhai CONVOY Asset Management
Co., Ltd. from 2013 to July 2015. Mr. Liu has found Shenzhen
Qianhai Yinyan Asset Management Co., Ltd. since 2014 and serves
as the executive director.
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DIRECTORS AND SENIOR MANAGEMENT PROFILE

ESFhREREEAERE

INDEPENDENT NON-EXECUTIVE DIRECTORS

Professor Zhang Benzheng, aged 81, has been an independent
non-executive Director of the Company since 30 September 2008
and he was appointed as a chairman of nomination committee and
a member of audit committee of the Company in 2008. He was also
appointed as a member and chairman of remuneration committee
of the Company in 2008 and 2011 respectively. Professor Zhang
graduated with a Bachelor Degree from the Faculty of Engineering
Physics of the Tsinghua University in 1965. He was a visiting
scholar in the Brookhaven National Laboratory of USA and the
Stuttgart University of Germany. He was the vice director of the
Tsinghua University R&D department and the general manager of
Tsinghua University Science and Technology Corporation. During
the period from 1999 to 2002, he held various senior positions in
two companies listed on the Shenzhen Stock Exchange, namely
Tsinghua Unisplendour Limited and Tsinghua Unisplendour Guhan
Group Corporation. He was the chairman and legal representative
of Tsinghua Unisplendour Guhan Group Corporation and president
of Tsinghua Unisplendour Limited before he left these companies in
2002. He then joined Tsinghua Unisplendour (Group) Corporation
in 2002 and was its president until 2004. Professor Zhang was
the general vice president and secretary of the Beijing Non-
Governmental Science & Technology Entrepreneurs Association.
With his remarkable business leadership as well as exploratory
initiatives, Professor Zhang had made tremendous contribution to
the companies he worked for. He has not only gained compliments
from the society at large, but has also won a series of honors.
In 1997, Professor Zhang received the national prize of “The
Third Term Science and Technology Light Award for Outstanding
Scientific and Technological Entrepreneur”. In 2000, he won the
“Hong Kong Bauhinia Cup Outstanding Entrepreneur Award” and
the “Entrepreneurial Talent” award issued by the Beijing Non-
Governmental Science and Technology Entrepreneurs Association.
In 2002, he was selected as the first lot of “Zhongguan Village
Outstanding Entrepreneurs”. Professor Zhang is currently the Chief
Consultant of REERK (bR R EXEZERAR AT (transliterated
as Ronghui Future (Beijing) Technology Development Co., Ltd.).

BIIERMITES

REFEHT \N+—m% > BEZZZENFNAA
—t+HHEARABBIIERNTEERRN S
ENFEZTAE R RELEEGEFERSE
REEGMB -FITAIMNNRZZTENFERT
T——FEZEAERBDHNEZEERER
FE - RBENR—NAANAFEENFEKRE
TEYEZ NEEL2M REAWEALE
EBrookhaven National Laboratory {2 &
BIMFABFEEE - FEETFERER
HERRIE R RBEASZRIRHEEABRL
Be—NANNEE_SE _E/B BDH#E
FINBHERGPA LM ZBELARBBRR
BMBELRALLEEERHBRABEES
BER AT _FHERIIEMKXR AR
M A DR A BERCHEEERGSER
NBAZEEFRREAARKURBEERNR
MBERADZEEZE - E_EZ _F > FHME
HERN (EE) BRI BEE_ZEZM
FoREBREALRRENREERBEE
FREGERWNER RYUREEIHNEE
BEFEMRMERB® SETHENTE
EHRTEARNER FERSTHENEZ
B BPEN—ZRINEE-—ALNEER
HEFEET2EF-EREZ2NAEFTHEDL
(R TR TESEBERATCHFEE
TPEIREREINIEIARERNTEER G
MENTRERA KR _SEF " FNRTA
FEAN B MBS EER RBIBRATRE
FEOBGR HEEXERERAT ZEEHE
fi5 o

Sinofortune Financial Holdings Limited | Annual Report 2020



DIRECTORS AND SENIOR MANAGEMENT PROFILE
EEMREREEBAERE

Mr. Li Jianxing, aged 63, has been an independent non-executive
Director, a member of audit committee, nomination committee and
remuneration committee of the Company since 28 March 2011. He
was also appointed as chairman of audit committee of the Company
with effect from 22 September 2015. Mr. Li graduated from Shanghai
Maritime University with a Bachelor Degree in accounting. He also
received a Master Degree in Business Administration from Canisius
College of Buffalo. Mr. Li has over 30-year experience working in
the field of accounting and corporate finance and has substantial
experience in management in various listed companies, investment
business, investor relations and project management. He was the
senior manager of both the investment department and finance
department of China Everbright Holdings Co., Ltd from April 1998
to June 2000. He served as the Chief Finance Officer for Intermost
Corporation from June 2000 to 2003. From April 2003 to May 2004,
he was a General Manager of Investor Relations in China Resources
Power Holdings Co., Ltd. He was a director of Concord Investment
Holdings Limited from 2004 to 2012.
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ESFhREREEAERE

Professor Chen Shu Wen, aged 66, has been an independent
non-executive Director, a member of audit committee, nomination
committee and remuneration committee of the Company since
23 September 2011. Professor Chen graduated from B ILE4
#KE (Dongbei University of Finance and Economics) with a
Bachelor Degree in Economics and obtained a Master Degree and
a PhD in Economics from FH#AZ (Jilin University). He was a
practising solicitor at FEERXGEENEFT (Liaoning Tianhe Law
Firm). Professor Chen has substantial management and leadership
experience serving in the PRC government. He commenced his
career as the deputy county chief of the Benxi Manchu Autonomous
County, Liaoning Province, PRC, in 1992 and became the director
(EF) of ZEFLEREGNEEZE DT (Benxi City Commission for
Restructuring the Economic Systems) from 1995. He was the vice
director general (BlFEE) of KEMBINSHEEZESIERZE T (Benxi
Foreign Trade & Economic Cooperation Committee) from 1998 until
2001. From 2001 to 2009, Professor Chen was the professor and
the tutor for doctorate students at KEIE T K2 EIEZLT (Faculty
of Management and Economics of Dalian University of Technology).
From 2010 to 2014, he was the dean at KEIE T KB QA HEEEL
B E % (School of Public Administration and Law of Dalian University
of Technology). From 2010 to 2020, Professor Chen was the
professor and the tutor for doctorate students at KEHIE T KENFH
BB REEPR (School of Public Administration and Law of Dalian
University of Technology). He was an independent director of &
EEERMHABRAT (Zhangzidao Group Co. Ltd.) (Shenzhen Stock
Exchange Stock Code: 002069) from 2013 to 2019, A& AEZERKR
&7 BR/A T (Dalian Dafu Enterprises Holdings Co., Ltd.) (delisted
on Shanghai Stock Exchange in December 2019 with stock code:
600317) from 2015 to 2020 and & OEFHRINDBR AT (Yingkou
Port Liability Co., Ltd.) (Shanghai Stock Exchange Stock Code:
600317) from Feb 2020 to Nov 2020. Professor Chen is currently
an independent non-executive director of Weigiao Textile Company
Limited (Hong Kong Stock Exchange Stock Code: 2698).
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The Directors are pleased to present their annual report together
with the audited consolidated financial statements of the Company
and the Group for the year ended 31 December 2020.

CORPORATE INFORMATION
The Company was incorporated on 24 May 2001 as an exempted
company with limited liability in the Cayman Islands under the
Company Law of Cayman Islands.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The principal
activities and other particulars of the Company’s subsidiaries are set
out in note 21 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the year ended 31 December 2020
are set out in the consolidated statement of profit or loss and other
comprehensive income on pages 96 to 98.

The Directors do not recommend the payment of a dividend nor
transfer of any amount to reserves for the year ended 31 December
2020 (2019: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in property, plant and equipment of the
Group and the Company during the year are set out in note 17 to the
consolidated financial statements.

SHARE CAPITAL
Details of the movements in share capital of the Company are set out
in note 37 to the consolidated financial statements.

DISTRIBUTABLE RESERVES

Under the Companies Law of the Cayman lIslands, the share
premium of the Company is available for distribution as dividends
to its shareholders subject to the provisions of its Memorandum
and Articles of Association and a statutory solvency test. In
accordance with Article 137 of the Articles of Association of the
Company, dividends may be declared and paid out of the profits of
the Company or from any reserves set aside from profits which the
Directors determine to be no longer needed. With the sanction of
an ordinary resolution, dividends may also be declared or paid out
of share premium account. Accordingly, the Company’s reserves
available for distribution was HK$ nil as at 31 December 2020.
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DIRECTORS
The Directors of the Company during the year and up to the date of
this report were as follows:

Executive Directors
Wang Jiawei (Chairman and Chief Executive Officer)
Lai Yuk Mui

Non-executive Directors
Liu Runtong

Independent Non-executive Directors
Zhang Benzheng

Li Jianxing

Chen Shu Wen

In accordance with Article 87(1) of the Company’s Articles of
Association, the Directors retiring by rotation at the forthcoming
annual general meeting are Mr. Wang Jiawei and Professor Zhang
Benzheng. Both Directors are being eligible for re-election and will
offer themselves for re-election at the forthcoming annual general
meeting. The remaining Directors shall continue to hold office.

DIRECTORS’ SERVICE CONTRACTS

None of the Directors proposed for re-election at the forthcoming
annual general meeting has a service contract with the Company or
any of its subsidiaries which is not determinable by the employing
company within one year without payment of compensation other
than statutory compensation.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES
AND DEBENTURES OF THE COMPANY

As at 31 December 2020, the interests or short positions of the
Directors and chief executive of the Company in the shares,
underlying shares and debentures of the Company or any of its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (“SFO”) which were 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 which
they are taken or deemed to have taken under such provisions of
the SFO), or which were required, pursuant to Section 352 of the
SFO, to be entered in the register referred to therein, or which were
required, pursuant to Rules 5.46 to 5.67 of the GEM Listing Rules,
to be notified to the Company and the Stock Exchange, were as
follows:

(@) Long positions in shares of the Company
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XA WIRIEGEM EHRB55.46E5.67
BENEARBDRBRXMZERZIXBEN
T

(@) MRE2XFRMHZEE

Approximate

Number of percentage
Name of Directors Capacity shares held of shareholding
ESER 515 FRf5he i 8B FHRIBAHT S
Wang Jiawei Beneficial owner 2,102,255,935 27.13%
ITEE Em#EAA
Lai Yuk Mui Beneficial owner 2,780,127 0.04%
REiE BEm#EAA
Liu Runtong Beneficial owner 2,646,000 0.03%
= pESp i Em#EAA

(b) Long positions in underlying shares of the Company

Share option scheme of the Company

The share option scheme adopted by the Company on 17
December 2001 (the “Old Share Option Scheme”) has expired
on 16 December 2011. The Company adopted a new share
option scheme on its annual general meeting held on 21 June
2012 (the “New Share Option Scheme”) which complies with
Chapter 23 of GEM Listing Rules.
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(c)

The following table discloses the details of the share options
held by the Directors and chief executive to subscribe for
shares of the Company during the year ended 31 December
2020:

TERBESEARTHEASENB®E"T
“EFE+ A=+ —HLEFEEMRKTAE
AIREAERB RN 2 BREFIE

Number of share options
BRESA
Outstanding
Outstanding Granted Exercised Cancelled/ as at
Name of as at during during  lapsed during 31 December Exercise
Directors Date of grant 1 January 2020 the year the year the year 2020  Option period price
(HKS)
gt a3 RZBZ%E
-B-A +ZB=+-A
EEfY BHAH HRTE EREL ERITE  EREE/ %M WA  BRESR it
(ET0)
Lai Yuk Mui 13/04/2010 3,186,158 - - 3,186,158 —  13/04/2010-12/04/2020 0.419
(Note 1)
23 “Z-Z2EMA+=A (1) E-RENE+ZAE-_S-SEMA+CR
Liu Runtong 13/04/2010 31,861,575 - - 31,861,575 —  13/04/2010-12/04/2020 0.419
(Note 1)
2B “Z-Z2EMA+=A (1) E-RENE+ZAE-_S-SEMA+CR
Zhang Benzheng  13/04/2010 2,124,105 - - 2,124,105 —  13/04/2010-12/04/2020 0.419
(Note 1)
RALE “Z-Z2EMA+=A (1) E-RENE+ZAE-_S-SEMA+CR
Note: M5E -
(1) The share options have not been exercised during the option period, (1) ERENERESERMEETE FIER

therefore they have been lapsed on 13 April 2020.

Save as disclosed above, at no time during the year was the
Company or any of its subsidiaries a party to any arrangements
to enable the Directors or chief executive to acquire benefits
by means of the acquisition of shares in, or debt securities
(including debentures) of, the Company or any other body
corporate and neither the Directors, nor the chief executive, nor
any of their respective spouses or children under the age of 18,
had any right to subscribe for the securities of the Company, or
had exercised any such right during the year.

Short positions in underlying shares of the Company

No short positions of Directors and chief executives in the
underlying shares of the equity derivatives of the Company and
its associated corporations were recorded in the register or as
otherwise notified to the Company and the Stock Exchange
pursuant to Rule 5.46 to 5.67 of the GEM Listing Rules.

(c)

“ECRFNA+=ARN-

B ESORBEE N A ABHEA B
ARRAFEEMFERESTILEM
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ARBHREMEMEABREZRN K
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TABRUTFREREAIRBBEL
AfES A RNNAFETEERNZ
FREF o

R AT HERARG 2%
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AR B MAIEIEGEM L
HIRBE5.46E5.678BNEGARNT R
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SUBSTANTIAL SHAREHOLDERS’ AND OTHER
PERSONS’ INTERESTS AND SHORT POSITIONS IN
SHARES AND UNDERLYING SHARES OF THE COMPANY

(a)

(b)

Long positions in shares of the Company

As at 31 December 2020, the Directors and the chief executive
of the Company are not aware of any person (not being a
Director or a chief executive of the Company) who had an
interest or short position in the shares or underlying shares
which were notified to the Company and the Stock Exchange
pursuant to the provisions of Divisions 2 and 3 of Part XV of
the SFO as recorded in the register required to be kept under
section 336 of the SFO.

Long positions in underlying shares of the Company

As at 31 December 2020, the Company had not been notified
of any person (other than the Directors whose interests
are set out in the section “Directors’ and Chief Executive’s
Interests and Short Positions in Shares, Underlying Shares and
Debentures” above) who had an interest or short position in the
shares or underlying shares of the Company and was required
to be recorded in the register required to be kept under Section
336 of the SFO and/or was directly or indirectly interested in
5% or more of the issued share capital carrying rights to vote in
all circumstances at general meetings of any other members of
the Group.
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DETAILS OF THE OPTIONS GRANTED BY THE
COMPANY

Share Option Schemes of the Company

The Company has adopted a share option scheme under which the
Directors or employees of the Company or its subsidiaries or certain
other persons may be granted share options to subscribe for shares
of the Company subject to the terms and conditions stipulated in the
scheme.

The share option scheme adopted by the Company on 17 December
2001 has expired on 16 December 2011. The Company adopted a
new share option scheme approved by shareholders on its annual
general meeting held on 21 June 2012 which complies with Chapter
23 of GEM Listing Rules.

(1) Summary of the Scheme
(i) Purpose of the scheme
The purpose of the scheme is to provide the people and
the parties working for the interest of the Group with an
opportunity to obtain equity interest in the Company, thus
linking their interest with the interest of the Group and
thereby providing them with an incentive to work better
for the interest of the Group.

(i) Participants of the scheme

Pursuant to the scheme, the Company may grant share
options to (i) employees of the Company (whether fulltime
or part-time) or any of its subsidiaries or associated
companies; (i) Directors (whether executive Directors,
non-executive Directors or independent non-executive
Directors) of the Company or any of its subsidiaries or
associated companies; (iii) suppliers of goods and/or
services to the Company or any of its subsidiaries or
associated companies; and (iv) professionals engaged
by the Company or any of its subsidiaries or associated
companies.

FARR LB EH S

NS
AATOHMN—IERRES S B AR
BAINHNB AR ZESFHEEHETHMA
TRzt 8I5] E 2 IR AU IR IR B AR 1
MR ARB Z RN °
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GEMEm#RAI$E23E 2 MBIt & o
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(i)

(v)

(v)

Total number of shares available for issue under the
schemes

As at 31 December 2020, the total number of shares
available for issue under the New Share Option Scheme
was 774,895,812 shares, representing 10% of the total
issued share capital.

The maximum aggregate number of shares which may be
issued upon exercise of all outstanding options granted
and yet to be exercised under the New Share Option
Scheme and any other share option schemes of the
Group must not in aggregate exceed 30% of the shares
of the Company in issue from time to time. No options
may be granted under any schemes of the Company
(or its subsidiaries) if this will result in such limit being
exceeded.

Maximum entitlement of each participant

The maximum number of shares of the Company issued
and to be issued upon exercise of the options granted
and to be granted pursuant to the scheme and any other
share option schemes of the Company (including the
Pre-IPO Share Option Plan) to each participant in any
12-month period up to the date of grant of the options
shall not exceed 1% of the total number of shares of the
Company in issue, save for those share options already
granted under the Pre-IPO Share Option Plan.

Option period

An option may be exercised in accordance with the terms
of the scheme at any time during a period of not more
than ten years to be notified by the Board of Directors
of the Company (the “Board”) to each participant which
period of time shall commence on the date on which an
offer of the grant of an option is accepted or deemed
to have been accepted in accordance with the scheme
and expire on the last day of such period as determined
by the Board. There is no minimum period for which an
option must be held before it can be exercised.
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(vi)

(vi)

(viii)

Payment on acceptance by option offer

HK$1 is payable by the participant to the Company on
acceptance of the option offer as consideration for the
grant and received by the Company within 14 days from
the offer date or within such offer period of time as may
be determined by the Board pursuant to the GEM Listing
Rules.

Basis of determining the exercise price

The exercise price per share of the Company under the
scheme is determined by the Board and notified to each
participant and shall be no less than the highest of (i) the
closing price of the shares of the Company as stated in
the daily quotations sheet issued by the Stock Exchange
on the date of offer, which must be a day on which the
Stock Exchange is open for the business of dealing in
securities (“Trading Day”), (i) the average closing price
of the shares of the Company as stated in the daily
quotations sheets issued by the Stock Exchange for the
five Trading Days immediately preceding the date of offer,
and (iii) the nominal value of a share of the Company.

Remaining life of the scheme

The Old Share Option Scheme has expired on 16
December 2011. The New Share Option Scheme will
remain valid for a period of 10 years commencing on 21
June 2012 (save that the Company, by ordinary resolution
in general meeting or Board may at any time terminate
the operation of the New Share Option Scheme) and
in such event, no further options will be offered but the
provisions of the Old Share Option Scheme and the New
Share Option Scheme shall in all other respects remain in
full force and effect.

(Vi)

(vi)

(viii)
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(2) Details of share options granted by the Company
On 13 April 2010, options to subscribe for 84,000,000 shares
of the Company were granted to the Directors and certain
employees of the Company. As at 31 December 2020, details
of the outstanding options were as follows:
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EETHRS

(2) ZFRFFELHERIEZFE
R _E-—BEMA+=ZH BAEEEAKR
NEIETREERHIEE84,000,000
BRAABRMDZERE- RS _FF
+ZBA=+—H> BARTEBRE

BWTF
Number of share options
REYE
OQutstanding Cancelled/  Outstanding
as at Granted Exercised lapsed asat
1 January during during during 31 December Exercise
Date of grant 2020 the year the year the year 2020 Option period price
(HKS)
RZBZEE gt k- 3
-B-H R/ +-A=1-8B
A WRITHE EREY ERiTE F3! HATE BREGR 1R
(%70)
13/04/2010 82,840,095 - — 82,840,095 —  13/04/2010-12/04/2020 0.419
“E-ZEMA+=H (Note 1) (Note 1) “E-ZEMA+-AE-T-SENATCA
(FizE1) Uizl
Note: P -

(1) Pursuant to the Old Share Option Scheme, 84,000,000 shares of share
options were granted by the Company on 13 April 2010 and were
adjusted on 15 June 2010. The share options have not been exercised
during the option period, therefore they have been lapsed on 13 April
2020.

DIRECTOR’S RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Other than the share option scheme as described above and in
note 39 to the consolidated financial statements, at no time during
the year was the Company or any of its subsidiaries a party to
any arrangements to enable the Directors to acquire benefits by
means of the acquisition of shares in, or debt securities (including
debentures) of, the Company or any other body corporate and
neither the Directors, nor the chief executive, nor any of their
respective spouses or children under the age of 18, had any right to
subscribe for the securities of the Company, or had exercised any
such right during the year.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Group were
entered into or existed during the year ended 31 December 2020.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS OF SIGNIFICANCE
There was no transactions, arrangements or contract of significance,
save as disclosed in the consolidated financial statements, in
relation to the Group’s business to which the Company or any of its
subsidiaries was a party and in which a Director of the Company had
a material interest, whether directly or indirectly, subsisted at the end
of the year or at any time during the year.

LITIGATION

a)

Arbitration Application Filed by FHIZEEHFIREBHER
A7) (Transliterated as Shenzhen Sinofortune Education
Investment Consultancy Co., Ltd) (“Sinofortune
Education”) Concerning the Repayment of Refundable
Earnest Money

According to 2018 annual report of the Company, Sinofortune
Education filed an arbitration application to South China
International Economic and Trade Arbitration Commission
(“SCIA”) against Yang Shunhong concerning the repayment of
the refundable earnest money of RMB20,000,000 together with
the interest of RMB997,260 and a penalty of RMB18,800,000
payable to Sinofortune Education. The final judgement of
the arbitration application has been handed down by SCIA
that Yang Shunhong shall repay the money but Sinofortune
Education neither received any repayment from Yang
Shunhong.

Our PRC legal adviser has applied to the Intermediate People’s
Court in Suining City, Sichuan Province, China (the “Court”)
on behalf of Sinofortune Education to include Yang Shunhong
in the list of restricted high consumption, the list of dishonest
persons and the list of restricted departures. In June 2017,
the PRC legal adviser of the Company received the execution
judgement from the Court that it terminated the compulsory
execution of repayment of the refundable earnest money from
Yang Shunhong and the Court concluded that Yang Shunhong
owns no executable assets after he pledged his shares of £
EFHAERABREAT (transliterated as Mingin Quantum New
Energy Co. Ltd.) (“Mingin Quantum”) to Sinofortune Education
as collateral.
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According to the PRC legal opinion, Sinofortune Education filed
an arbitration application to Shenzhen Court of International
Arbitration against Yang Shunhong, Liu Zulin, Yang Rui, Zhai
Qingguo and Mingin Quantum in July 2020 regarding the
repayment of the refundable earnest money. The parties then
entered into an arbitration settlement agreement in September
2020 (“Arbitration Settlement Agreement”) and applied to
Shenzhen Court of International Arbitration for adjudication
according to Arbitration Settlement Agreement.

It was held that (1) Mingin Quantum should repay the
refundable earnest money of RMB20,000,000 to Sinofortune
Education before 31 December 2020, (2) the penalty and
other compensation fee, arbitration fee and interest should
be repaid by Mingin Quantum on behalf of Yang Shunhong
to Sinofortune Education before 31 December 2022, (3) if
Mingin Quantum fails to fulfil the above repayment obligation,
Sinofortune Education shall auction or sell 62% equity
interest of Mingin Quantum which are actually owned by Yang
Shunhong to pay off the outstanding amounts. If there are still
outstanding amounts, Sinofortune Education shall auction or
sell 38% equity interest of Mingin Quantum which are actually
owned by Liu Zulin, Yang Rui and Zhai Qingguo to pay off
the balance of outstanding amounts, (4) if Mingin Quantum
repay all outstanding amounts on behalf of Yang Shunhong
to Sinofortune Education according to the adjudication,
Sinofortune Education should sign a share transfer document
with a transferee which is designated by Yang Shunhong, Liu
Zulin, Yang Rui, Zhai Qingguo to transfer back of 100% equity
interest of Mingin Quantum within the reasonable date. But
Mingin Quantum cannot received any consideration regarding
transfer back of 100% equity interest of Mingin Quantum and
(5) if Mingin Quantum repay the refundable earnest money of
RMB20,000,000 on behalf of Yang Shunhong to Sinofortune
Education before 31 December 2020, Sinofortune Education
should apply to the Court to cancel Yang Shunhong in the list
of dishonest persons within 15 days.

The PRC legal advisor of the Company formed an opinion that
the Arbitration Settlement Agreement is legal and valid and
the judgement adjudicated by Shenzhen Court of International
Arbitration according to the Arbitration Settlement Agreement
is legally binding with all parties with effect from the date of
issuance.
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b)

Arbitration Proposed by EER G EBERESBR AT
(Transliterated as Chongqing Sheng Yu Hong Jia
International Trading Company Limited) (“Sheng Yu Hong
Jia”)

According to the PRC legal opinion, Sheng Yu Hong Jia has
applied to Southwest Branch of China International Economic
and Trade Arbitration Commission for an arbitration against a
customer (the “Defendant”) in July 2019.

Both parties entered into an agreement that the Defendant
entrusted Sheng Yu Hong Jia to import 20 motor vehicles
from oversea. Due to funding problem, neither Sheng Yu
Hong Jia nor the Defendant paid the tax as scheduled, which
resulted in penalty incurred due to late payment of tax, delayed
customs clearance of motor vehicles and market price of
imported motor vehicles fell. After that, Sheng Yu Hong Jia
paid for the tax and completed the customs clearance of motor
vehicles. Under the failure of motor vehicles redemption by the
Defendant, Sheng Yu Hong Jia disposed the motor vehicles
but the proceeds of the disposal could not cover the amount
paid by Sheng Yu Hong Jia. Sheng Yu Hong Jia applied for the
arbitration for the compensation loss of RMB1,365,059 against
the Defendant according to the agreement.

During the arbitration, the Defendant proposed anti-arbitration
against Sheng Yu Hong Jia that requested Sheng Yu Hong
Jia to repay earnest money of RMB647,280 with interest and
other compensation fee and legal fee of RMB91,290 to the
Defendant.

It was held that the arbitration requests proposed by both
Sheng Yu Hong Jia and the Defendant were rejected and the
arbitration fees were borne by the proposers themselves.

b)
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MAJOR CUSTOMERS AND SUPPLIERS
The percentages of purchase and sales for the attributable to the
Group’s major suppliers and customers are as follows:

Purchases

— the largest supplier 85.7%
— five largest suppliers in aggregate 100.0%
Sales

— the largest customer 55.5%
— five largest customers in aggregate 97.1%

None of the Directors, their associates or any shareholder (which
to the knowledge of the Directors owns more than 5% of the
company’s share capital) had an interest in these major suppliers or
customers.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

During the year, neither the Company nor any of its subsidiaries
purchased, sold or redeemed any of the Company’s listed securities.

COMPLIANCE WITH RULES 5.48 TO 5.67 OF THE GEM
LISTING RULES

The Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. The Company’s Directors have complied with such
code of conduct and the required standard of dealings.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman lIslands which
would oblige the Company to offer new shares on a pro-rata basis to
existing shareholders.
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CORPORATE GOVERNANCE

The Company is committed to maintaining a high standard of
corporate governance and a detailed corporate governance report is
set out on pages 33 to 46 of this annual report.

The compliance officer of the Company is Ms. Lai Yuk Mui whose
biographical details are set out on page 12 of this annual report.
Ms. Woo Man Yi is the company secretary of the Company.
She is an associate member of both The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries and
Administrators, United Kingdom.

ENVIRONMENTAL POLICIES AND PERFORMANCE

We are committed to building an environmentally-friendly corporation
and minimising our impact on the environment. Discussion on the
environmental policies and performance is set out in the section
headed “Environmental, Social and Governance Report” on pages
47 to 86 in this annual report. The discussion therein forms part of
the Directors’ Report.

PUBLIC FLOAT

Based on the information that is publicly available to the Company
and to the best of the Directors’ knowledge, as at the date of this
annual report, there was a sufficient prescribed public float of the
issued shares of the Company under the GEM Listing Rules.

PERMITTED INDEMNITY PROVISION

At no time during the year and up to date of this report, there was
or is, any permitted indemnity provision being in force for the benefit
of the Directors of the Company (whether made by the Company or
otherwise) or any of its subsidiaries (if made by the Company).
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USE OF PROCEEDS

The net proceeds raised from the issuance of the Company’s shares
on a subscription on 12 October 2018 (the “Subscription”) was
approximately HK$86,350,000. The net proceeds raised from the
Subscription, the utilisation and remaining balance of the proceeds

as at 31 December 2020 are set out below:
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As at 31 December 2020
Z$-%5+-A=+-H

Net proceeds Remaining

Percentage of raised Utilised amount balance

Original intended uses Revised intended uses total amount (Approximately) (Approximately) (Approximately)
BEH
HEE TR FigmIESE

RNRERE BETRERR Batt (#49) BREE (B 58 (M%)

HK$ HK$ HK$

BT BT BT

Development and expansion of the existing motor i) N/A 40% 34,540,000 i) 16,980,000 i) -

vehicles business of the Group ii) General working capital of the ii) 7,060,000 i) 10,500,000
Group (Note 3) (Note 1)
(tiEa)
ERREAREERBNSEEHR ) AEA
i) AEE-REEES ()

Investments including potential acquisitions of i) Settlement of the Group's the 50% 43,175,000 i) 33,300,000 i) -
business related capital commitment in to the limited partnership (Note 2) i) 9,875,000 i) -
motor vehicles business of the Group ii) General working capital of the

Group (Note 2)

BE BEETUBALEESEEE ) GEAEERBRABEEN
BRNER EAKE (ff32)

i) FEAN—-REEES
(tiE#)

General working capital of the Group N/A 10% 8,635,000 8,635,000 -

rEEN-REEES TBR

Total 86,350,000 75,850,000 10,500,000

Bt
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Note:

(1) The remaining balance for the general working capital of the Group is expected to
be utilised by 30 June 2021.

(2) With reference to the Company’s announcement dated 9 September 2019,
in view of the uncertainty created by the on-going Sino-US trade war and the
unfavorable market condition for the motor vehicles business of the Group, the
Group decided to divert its resources to invest in the new medicine development
market in the PRC through its investment in the limited partnership which can
attain diversification of the Group’s business.

(3) With reference to the Company’s announcement dated 8 October 2020, since
January 2020, the outbreak of COVID-19 pandemic has impact on the global
business environment, the market conditions and the consumer sentiment of the
motor vehicles business and has adversely affected the motor vehicles business
of the Group. The situation has been worsen by the uncertainty resulting from the
on-going Sino-US trade war and the change of the PRC government policies.

AUDITORS

Since CHENG & CHENG LIMITED tendered its resignation on 24
August 2020 as auditors of the Company, the Board has appointed
CCTH CPA Limited as auditors of the Company for the year ended
31 December 2020.

CCTH CPA Limited shall retire in the forthcoming annual general
meeting and, being eligible, will offer themselves for reappointment.
A resolution for the reappointment of CCTH CPA Limited as auditors
of the Company will be proposed at the forthcoming annual general
meeting.

On behalf of the Board

Wang Jiawei
Chairman
Hong Kong, 19 March 2021
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CORPORATE GOVERNANCE PRACTICES

The Board assumes overall responsibility for the leadership and
control of the Group, including providing and setting the Group’s
directions and strategies in the interests of the Group. It believes in
good corporate governance and corporate governance practices
that promote investor confidence, development of the Group, and
transparency while having the long term interest of the Group and
enhancement of shareholders’ value as the ultimate objectives. It has
adopted the code provisions set out in the Corporate Governance
Code contained in Appendix 15 of the GEM Listing Rules (the
“Corporate Governance Code”). The Company has complied with
the applicable code provisions of the Corporate Governance Code,
except for the following deviation:

CODE PROVISION A.2.1

Code provision A.2.1 stipulates that the roles of chairman and
chief executive should be separate and should not be performed
by the same individual. The division of responsibilities between the
chairman and chief executive should be clearly established and set
out in writing.

Mr. Wang Jiawei is the chairman and chief executive officer of the
Company. In view of Mr. Wang has extensive experience in project
management and securities investments and is responsible for the
overall corporate strategies, planning and business development
of the Company. Under the supervision by the Board which is
comprised of three independent non-executive Directors and a
non-executive Director, which represent more than half of the Board,
the interests of the shareholders of the Company will be adequately
and fairly represented.

DIRECTORS’ SECURITIES TRANSACTIONS

In respect of the standard of dealings required of Directors, the
Company has adopted a code of conduct regarding Directors’
securities transactions on terms no less exacting than the required
standard set out in rules 5.48 to 5.67 of the GEM Listing Rules.
Having made specific enquires of all Directors, they confirmed that
they have complied with the Company’s code of conduct regarding
Directors’ securities transactions during the year.
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THE BOARD OF DIRECTORS

Comprising of two executive and four non-executive Directors
(including three independent non-executive Directors), the present
board has an appropriate composition of Directors. The Company
has received from each of the independent non-executive Directors
an annual confirmation of his independence pursuant to Rule 5.09
of the GEM Listing Rules and is in the opinion that all independent
non-executive Directors are independent. The present board is
composed of more than one-third of independent non-executive
Directors.

The present board of Directors consists of:

Wang Jiawei (Chairman and Chief Executive Officer)
Lai Yuk Mui (Executive Director)

Liu Runtong (Non-executive Director)

Zhang Benzheng (Independent Non-executive Director)
Li Jianxing (Independent Non-executive Director)

Chen Shu Wen (Independent Non-executive Director)

The biographical details of the Directors are set out on pages 12 to
16 of this annual report.

Save as disclosed in the section headed “Directors and Senior
Management Profile” to this annual report, the Directors have
no other financial, business, family or other material/relevant
relationships with one another.

The Board is mandated to determine and review strategic objectives,
appoint and supervise senior management, approve quarterly,
interim and annual reports, and review the principal risks of the
Group’s business to ensure that these risks are within manageable
limits. It is also mandated to approve any substantial investment,
acquisition or disposal by the Company. Major corporate matters
that are delegated to the management include the execution of
business strategies and initiatives approved by the Board and the
preparation of quarterly, interim and annual reports for the Board’s
approval.
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Responsibilities, accountabilities and contributions of the
board and management

The Board should assume responsibility for leadership and control
of the Company and is collectively responsible for promoting the
success of the Company by directing and supervising its affairs. All
Directors should take decisions objectively in the interests of the
Company.

The Board reserves for its decision on all major matters relating
to policy matters, strategies and budgets, internal control and risk
management, material transactions (in particular those that may
involve conflict of interests), financial information, appointment of
Directors and other significant operational matters of the Company.
Responsibilities relating to implementing decisions of the Board,
directing and coordinating the daily operation and management of
the Company are delegated to the management.

There were four board meetings during the year. The attendance of
Directors at the board meetings were as follows:

EXERRS

EFgREERZRI HARUHUKRER

EFCREERERENEARAT THER
EBEBESINEERATDEBMEERLF
WAt  2BEFRTEURAT A FR
RTE ©

EXSCQEREMAEEFE ERIK
HREE RBEAE ASEZERAR
BEBEARS FHEBHEG S KM EHR
) MBEN ZAEEFEREARFHMEKR
EEZH-FHETEFERAR -BERW
FAEREHBEEREENHEZRTERE
@ o

FARBTHREZFEER -EFZESF
GRHEROT

i3S

Attendance number
of meetings attended/
Number of meetings
during term of service

HEGERE
Members 54} EREITEERY
Wang Jiawei TEE 3/4
Lai Yuk Mui RE1g 4/4
Liu Runtong EApER 4/4
Zhang Benzheng SRAIE 4/4
Li Jianxing ERAT 4/4
Chen Shu Wen 19 3/4
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There were two general meetings during the year. The attendance of
Directors at the general meetings were as follows:

FAHBTIMARRARG - EFNREAE
ZHBERINT

Attendance number
of meeting attended/
Number of meeting
during term of service

HEGERE
Members 541 EREITEERY
Wang Jiawei TEE 0/2
Lai Yuk Mui RIS 2/2
Liu Runtong 2 H 18 0/2
Zhang Benzheng SRAIE 0/2
Li Jianxing ZRAT 0/2
Chen Shu Wen e 1 T 0/2

DIRECTORS’ TRAINING AND PROFESSIONAL
DEVELOPMENT

Pursuant to the Corporate Governance Code, all directors should
participate in continuous professional development to develop
and refresh their knowledge and skills. This is to ensure that their
contribution to the board remains informed and relevant.

During the year, Mr. Wang Jiawei, Ms. Lai Yuk Mui, Mr. Liu Runtong
and Mr. Li Jianxing have attended training courses conducted by
professional parties. The attended Directors have provided the
Company with their respective training records pursuant to the
Corporate Governance Code. All Directors were provided with
reading materials on relevant rules and regulatory updates.

REMUNERATION OF DIRECTORS

The Company has established a remuneration committee
(“Remuneration Committee”) with specific written terms of reference.
The present Remuneration Committee consists of a majority of
independent non-executive Directors.
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As at year end date, the present Remuneration Committee consisted
of five Directors, Professor Zhang Benzheng, Mr. Wang Jiawei, Ms.
Lai Yuk Mui, Mr. Li Jianxing and Professor Chen Shu Wen. Three
out of the five Directors are independent non-executive Directors.
Professor Zhang Benzheng, being an independent non-executive
Director, is the chairman of the committee. The Remuneration
Committee’s role and function includes making recommendations to
the Board on the Company’s policy and structure for remuneration
of Directors and senior management and on the establishment of
formal and transparent procedures for developing policy on such
remuneration. It also has the delegated responsibility to determine
the specific remuneration packages of all executive Directors and
senior management.

The Company’s remuneration policies are determined on the basis
of the contributions of staff and Directors. Long-term incentive
schemes for staff and Directors include share options and cash
bonuses.

The amounts paid to each Director for the year ended 31 December
2020 are set out in note 11 to the consolidated financial statements.

Pursuant to code provision B.1.5 of the Corporate Governance
Code, the annual remuneration of the members of the senior
management (other than the Directors) for the year ended 31
December 2020 by band is set out as follows:

fi&aE (Bw)

Remuneration band (in HK$)
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AEHEBEZEGIR -HNZETZWE
REESEMERABDEREFREREEA
BERHIBRRRE RMRILIEEMAS
RENEFGHEHFMER DEFTRER
FZoMMEEGTERBRERRATES
REREBABZREFHFMTE-

ARABZHMBERDRE I REEPIEERM
HEEBE - BIRERZRAEBIE
ERERERIREICA -

HE_Z-EF+ZHA=+—HILEFEM
BESINMZRIE BN EE M BRRM T
11

BREBEEEEARTFIEBASK BHE_S T
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ERN NEEFMIZEEHIIN T

Number of individuals

A B

Nil to 1,000,000 % 21,000,000
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The Remuneration Committee held one meeting during the year and
the attendance of its members was as follows:

%0 HpL
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Attendance number
of meeting attended/
Number of meeting
during term of service

HEGERE
Members 541 EREITEERY
Zhang Benzheng RAIE 11
Wang Jiawei FT=E 11
Lai Yuk Mui RN 11
Li Jianxing =T 1/1
Chen Shu Wen ek At 11

During the year, the Remuneration Committee’s work includes
conducting a review over the Company’s policy and structure for
remuneration. There was no Director’s service contract requiring
approval during the year.

NOMINATION OF DIRECTORS

The Company has established a nomination committee (“Nomination
Committee”) with specific written terms of reference. As at year
end date, Nomination Committee consisted of four Directors,
Professor Zhang Benzheng, Mr. Wang Jiawei, Mr. Li Jianxing
and Professor Chen Shu Wen. Three out of the four Directors
are independent non-executive Directors. Professor Zhang
Benzheng, being an independent nonexecutive Director, is the
chairman of the committee. Thus the present Committee consists
a majority of independent non-executive Directors. The Nomination
Committee’s role and function includes, but is not limited to,
reviewing the structure, size, composition and diversity (including
but not limited to skills, knowledge and experience, gender, age,
cultural and educational background, or professional experience)
of the Board at least annually and make recommendations on any
proposed changes; draw up, review and update, as appropriate,
the diversity policy for the Board’s approval having due regard to
the requirements of the GEM Listing Rules, review and update the
objectives that the Board has set for implementing such policy, and
monitor the progress made; identifying individuals suitably qualified
to become Board members and select or making recommendations
to the Board on the selection of individuals nominated for
directorships based on the board diversity policy; and assessing the
independence of independent non-executive Directors.
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The Nomination Committee held one meeting during the year and
the attendance of its members was as follows:

EXERRS

RUZEENFAERT—REH HL
ZHBERINT

il

Attendance number
of meeting attended/
Number of meeting
during term of service

HEERRE
Members 541 EREITEERY
Zhang Benzheng RAIE 11
Wang Jiawei FT=E 11
Li Jianxing FRAT 1/1
Chen Shu Wen ek At 11

On the nomination process, the Nomination Committee reviews
the suggested candidates for directorship having regard to the
candidates’ reputation and the specific skills or expertise that
these candidates can contribute to the Company in the light of the
structure, size, composition and diversity (including but not limited
to skills, knowledge and experience, gender, age, cultural and
educational background, or professional experience) of the board
of Directors. Only candidates who have integrity and can provide
specific contributions to the Company thereby enhancing the value
of the Company are considered for nomination to the board of
Directors by the Nomination Committee.

During the year, the Nomination Committee’s work includes
reviewing the structure, size, independence, composition and
diversity (including but not limited to skills, knowledge and
experience, gender, age, cultural and educational background, or
professional experience) of the Board and made recommendations
thereon. Drawing up, reviewing and updating, as appropriate, the
diversity policy for the Board’s approval having due regard to the
requirements of the GEM Listing Rules, reviewing and updating the
objectives that the Board has set for implementing such policy, and
monitor the progress made.
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Board diversity

The Company has adopted a board diversity policy setting out
the approach to achieve diversity on the Board with the aims of
enhancing Board effectiveness and corporate governance as well as
achieving sustainable and balanced development.

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 any other factors that the Board may consider
relevant and applicable from time to time.

Selection of candidates will be based on the Company’s nomination
policy and will take into account the board diversity policy. The
ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board. Having due regard to the
benefits of diversity on the Board and also the needs of the Board
without focusing on a single diversity aspect.

The Nomination Committee will monitor and review the
implementation of the board diversity policy, as appropriate,
to ensure the effectiveness of the board diversity policy. The
Nomination Committee will discuss any revisions to the board
diversity policy that may be required and make recommendation to
the Board for approval.

A copy of the board diversity policy has been published on the
Company’s website for public information. Currently, the Board
comprises six members and the Board composition and diversity are
as follows:

Capacity: Executive Directors, non-executive Director
and independent non-executive Directors

Gender: Male and female

Age: 34-81

Nationality: Chinese and American

Length of service: 6-12 years

Board expertise: Finance, law, accounting, investment,
engineering, economic, insurance,

investment consulting analysis
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AUDIT COMMITTEE

The Company has established an audit committee (“Audit
Committee”) with specific written terms of reference. As at
31 December 2020, the Audit Committee consisted of three
independent non-executive Directors, Mr. Li Jianxing, Professor
Zhang Benzheng and Mr. Chen Shu Wen. Mr. Li Jianxing, being
an independent non-executive Director, is the chairman of the
Committee. The Audit Committee’s role and function includes
making recommendations to the Board on the appointment,
reappointment and removal of the external auditor, and to approve
the remuneration and terms of engagement of the external auditor;
review and monitor the external auditors’ independence and
objectivity and the effectiveness of the audit process in accordance
with applicable standards; develop and implement policy on the
engagement of an external auditor to supply non-audit services;
monitor the integrity of financial statements, annual reports and
accounts, half-yearly and quarterly reports of the Company, and
review significant financial reporting judgments contained in them;
review the Company’s financial controls, internal control and
risk management systems; and review the Group’s financial and
accounting policies, procedures and practices.

The Audit Committee has reviewed the consolidated financial
statements of the Group for the year ended 31 December 2020
pursuant to the relevant provisions contained in the Corporate
Governance Code and Corporate Governance Report as set out in
Appendix 15 of the GEM Listing Rules and was of the opinion that
such statements had complied with applicable accounting standards
and that adequate disclosures had been made in respect thereof.

The Audit Committee held six meetings during the year and the
attendance of its members was as follows:
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Zhang Benzheng SRAIE 6/6
Chen Shu Wen R 41 SC 5/6
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The Directors’ responsibilities for preparing the accounts and the
reporting responsibilities of the auditors are set out on pages 87 to
95.

The accounts for the year ended 31 December 2020 were
audited by CCTH CPA Limited whose term of office will expire at
the conclusion of the forthcoming annual general meeting of the
Company. The Audit Committee has recommended to the Board that
CCTH CPA Limited be reappointed as the auditors of the Company
at the forthcoming annual general meeting of the Company.

CORPORATE GOVERNANCE FUNCTIONS

The Board is responsible for performing the functions set out in the
code provision D.3.1. The Board reviewed the Company’s corporate
governance policies and practices, training and continuous
professional development of Directors and senior management, the
Company’s policies and practices on compliance with legal and
regulatory requirements, the compliance of the GEM Listing Rules,
and the Company’s compliance with the Corporate Governance
Code and disclosure in this Corporate Governance Report.

AUDITORS’ REMUNERATION

For the year ended 31 December 2020, the remuneration paid to
the auditors, CCTH CPA Limited in respect of audit services and
non-audit services amounted to HK$600,000 and HK$30,000
respectively.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board is responsible for the risk management and internal
control systems of the Group and for reviewing its effectiveness. The
Board requires management to establish and maintain sound and
effective system of internal controls to safeguard the shareholders’
investment and the Group’s assets. The Board should conduct a
review of risk management and internal control system of the Group
at least annually, covering the material financial, operational and
compliance controls.
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Risk management

The Group has adopted a three-tier risk management approach to
identify, assess and manage different types of risks. At the first line
of defense, business units are responsible for identifying, assessing
and monitoring risk associated with each business or transaction.
The management, as the second line of defense, defines rule sets
and models, provides technical support, develops new system
and oversees portfolio management. It ensures risks are within
acceptable range and that the first line of defense is effective. As
the final line of defense, the internal audit function (either in-house
or outsourced) assists the Audit Committee to review the first and
second lines of defenses. With the assistance of the independent
internal control consultants, a risk register with risk rating and
risk owners were compiled by taking into account for continuous
risk assessment purpose. Risk owners are required to take
mitigating actions to address the identified risks and such actions
are integrated in the day-to-day activities and their effectiveness
is closely monitored. During the year, the risk register has been
circulated for discussion and assessed the ratings by key personnel
and management, by considering the likelihood and impact of each
identified risk. A written risks assessment report with the identified
key risks, evaluation of related risks and relevant mitigating actions
have been reported to the Audit Committee and reviewed by the
Board. The written report facilitates the Board in considering the
changes in the nature and extent of significant risks, the Group’s
ability in responding to changes in its business and the external
environment, as well as management’s ongoing monitoring of risks
and of the internal control system.

Internal controls

The Group emphasises the importance of a sound internal control
system which is also indispensable for mitigating the Group’s key
risk exposures. The Group’s system of internal control is designed
to provide reasonable, but not absolute, assurance against material
misstatement or loss and to manage and eliminate risks of failure
in operational systems and fulfilment of the business objectives.
The internal control system is reviewed on an ongoing basis by
the Board in order to make it practical and effective in providing
reasonable assurance in relation to protection of material assets
and shareholders’ interests. For any identified internal control
weaknesses or defects, the Group is committed to enhance
control measures to rectify such control weaknesses or defects.
The Group has implemented an effective control system which
includes a defined management structure with limits of authority,
a sound management system and periodic review of the Group’s
performance by the Audit Committee and the Board.
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Review the effectiveness of the risk management and internal
control systems

Through the Audit Committee, the Board has conducted annual
review of the effectiveness of the Group’s risk management and
internal control systems for the year ended 31 December 2020 by
considering written reports prepared by the independent internal
control consultants, covering the material financial, operational and
compliance controls, which are considered effective and adequate.

Audit Committee has annually reviewed the adequacy of resources,
staff qualifications and experience, training and budget of the
accounting, internal audit and financial reporting functions.

INSIDE INFORMATION

The Company assesses the likely impact of any unexpected and
significant event that may impact the price of the shares of the
Company or their trading volume and decides whether the relevant
information is considered inside information and needs to be
disclosed as soon as reasonably practicable pursuant to Rules
17.10 and 17.11 of the GEM Listing Rules and the Inside Information
Provisions under Part XIVA of the SFO. Executive Directors have
responsibility for approving certain announcements and/or circulars
to be issued by the Company under powers delegated by the Board
from time to time.

The Company has put in place on handling and dissemination of
inside information in a timely manner in such a way so as not to
place any person in a privileged dealing position and to allow time
for the market to price the listed securities of the Company with the
latest available information. The Company has appropriate internal
control and reporting systems to identify and assess potential inside
information. Dissemination of inside information of the Company
shall be conducted by publishing the relevant information on the
websites of the Stock Exchange and the Company, according to the
requirements of the GEM Listing Rules.

COMPANY SECRETARY

The Company Secretary of the Company is Ms. Woo Man Yi. The
Company Secretary assists the Board by ensuring good information
flow within the Board and that Board policy and procedures
are followed. She has taken no less than 15 hours of relevant
professional trainings to update her skills and knowledge in 2020.
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DIVIDEND POLICY

The Company has adopted a dividend policy, pursuant to which the
Company gives priority to distributing dividend in cash and shares
its profits with its shareholders. The dividend payout ratio shall be
determined or recommended, as appropriate, by the Board at its
absolute discretion after taking into account the Company’s financial
results, future prospects and other factors, and subject to:

- the Articles of Association of the Company;

- the applicable restrictions and requirements under the laws of
the Cayman Islands;

- any banking or other funding covenants by which the Company
is bound from time to time;

- the investment and operating requirements of the Company;
and

- any other factors that have material impact on the Company.

SHAREHOLDERS’ RIGHTS

Convening an extraordinary general meeting

Pursuant to Article 58 of the Articles and Associations of the
Company, any one or more shareholders holding at the date of
deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general
meetings of the Company shall at all times have the right, by written
requisition to the Board or the Secretary of the Company, to require
an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such
meeting shall be held within two months after the deposit of such
requisition. If within twenty-one days of such deposit the Board fails
to proceed to convene such meeting the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable
expenses incurred by the requisitionist(s) as a result of the failure
of the Board shall be reimbursed to the requisitionist(s) by the
Company.

Shareholders may put forward proposals at general meeting of the
Company by sending the same to the Company at the principal
office of the Company in Hong Kong ten days before general
meeting.
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Procedures for sending enquiries to the Board

For putting forward any enquiries to the Board, shareholders
may send written enquiries to the Board of Directors/Company
Secretary at the Company’s head office. For the avoidance of doubt,
shareholder(s) must deposit and send the original duly signed written
requisition, notice or statement, or enquiry (as the case may be)
to the Company’s head office and provide their full name, contact
details and identification in order to give effect thereto. Shareholders’
information may be disclosed as required by law.

INVESTOR RELATIONS

The Company adheres to high standards with respect to the
disclosure all necessary information to the shareholders in
compliance with GEM Listing Rules. The Company strengthens
its communications with shareholders through various channels
including publication of interim and annual reports, press release
and announcements of the latest development of the Company in its
corporate website in a timely manner.

During the year ended 31 December 2020, there is no significant
change in the Company’s memorandum and articles of association.
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INTRODUCTION, MISSION AND VISION,
ENVIRONMENTAL, SOCIAL AND GOVERNANCE (“ESG”)
MANAGEMENT STRUCTURE

This Environmental, Social and Governance Report (the “ESG
Report”) describes the performance from ESG aspects of
Sinofortune Financial Holdings Limited (the “Company”) and its
subsidiaries (collectively the “Group” or “we”).

The Group is principally engaged in the: (i) provision of securities
and futures contracts trading services in Hong Kong, (i) trading
and principal investments in the PRC and Hong Kong, and (iii) sales
of motor vehicles, provision of agency services and accessories
sourcing in the PRC.

After the three years’ efforts since the implementation of the
13th Five-Year Plan (2016-2020), the PRC has been reforming
the regulatory landscape in the pharmaceutical industry, driving
its steady growth in the past few years, especially the major
development of new medicines, such as promoting the inclusion of
more life-saving and safe medicines into the list of medical insurance
programs. Therefore, the Group has decided to divert the Group’s
resources in the new medicine development market in the PRC by
investing in a limited partnership, in order to attain diversification of
the Group’s business.

Since January 2020, the outbreak of COVID-19 pandemic has
affected the global business environment, market conditions and
consumer sentiment in the motor vehicle business. Apart from
closely monitoring changes in the business environment and PRC
government policy to formulate appropriate business strategies, the
Group also pays attention to the health and safety of employees and
the hygiene and cleanliness of the workplace. The Group strongly
believes that sustainable development is the key to our continued
success, and has formulated a sustainable development strategy
that aims to create sustainable values for our shareholders, as well
as reduce the environmental impact brought by the Group. The
Group recognises the importance of integrating the concept of ESG
into our risk management system and has taken corresponding
measures in our daily operations and governance.
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Mission and Vision

As an integrated financial service and parallel-imported motor
vehicles supplier in Hong Kong and the PRC, we are dedicated to
creating a comprehensive financial services platform which integrates
services of financing, brokerage, financial information and wealth
planning. We also committed to exploring the parallel-imported
motor vehicles market in the PRC to broaden the Group’s revenue
stream.

In response to the lack of investment information products and the
underdeveloped market in the PRC, as well as the urgent demand
of medium and small investors for such products, we aim to provide
them useful and effective information service, while striving to
minimise information asymmetry in the current market and promote
investor education. We strive to improve the market environment
through products and service competition, and aim to become a
high-quality integrated financial service provider by safeguarding
medium and small investors’ interests.

Upholding sustainable development as the ESG management
goal, the Group is devoted to handling ESG affairs effectively and
responsibly. The Group strongly believes that this is the key to our
continued success in the future and has made it a core part of our
business strategy.

ESG Governance Structure

The Group’s ESG duties are shared by the core members of
various departments of the Group. Responsible personnel are
responsible for collecting relevant ESG information to compile this
ESG Report. They will report to the Board of Directors (“The Board”)
to help identify and assess the Group’s ESG risk and evaluate the
effectiveness of ESG internal control mechanism, as well as examine
and assess the Group’s performance in various aspects of ESG
such as environment, health and safety, labour standards, and
product responsibility. The Board will set the general direction of the
Group’s ESG strategies, and ensure the effectiveness of ESG risk
management and internal control mechanism.

fESRHESR
ERUEBNTREAESETETHNGEES
RRE R PITEOAEMERD ROABNE
BRARPEKREDSITE —BEERERS
RZIRH  =MEARSE BRI RFBN
—BENREERRFBTE -FIN RHERAE
EENRAR AT AOFBETFTED
MRERFEZTE-

HHPEAREDISREENERERRER
TENHS URPNEEENENERS
RBUIWER RFIPESFNREERM
DEAMNENRS  BRAOXBEEENT
GLERTHBUERERREEHNE - R
RNBBERRREHFULETHIRE
WL RER/NEREENm AR RSB
—HEENGEMERRBHERS -

AEBRAUNFKBEERASERE HERE
BHNEESH BARBAUNKREEEHEE
BRE - HEREAEH FEBAREERE
BPERFEEBSA AR LERH
ERAEEBHEBBEIZOED -

RIG-HEREREEGHE
AEENRE - HEREATFHAERT
EEPFINZOREDE  HEAERKEEH
ERMPAERE HERELATENBERE
R R AESGHRE - HAABERNESFE
(TEFE)) ER HHHPBNTEEER
WIRE - ERERRRUATERERIR
B g RERRBIEREBINERIE TR
EREMNFERMAERE - HERERLE
WNIRGE - RERZ2 - FHIRE - EREETSF
TRSTENRE -EFTRERELAERIR
B EgREABRER ENKRG B LEFRR
15 18 R E S BB K A BR R 1 HIRY
BRIt

Sinofortune Financial Holdings Limited | Annual Report 2020



ENVIRONMENTAL, SociaL AND GOVERNANCE REPORT

REPORTING PERIOD

Unless otherwise stated, the ESG Report covers the activities,
challenges and measures with respect to ESG aspects of the Group
for the year ended 31 December 2020 (the “Reporting Period”).

REPORTING SCOPE

The ESG Report covers the overall performance, risks, strategies,
measures and commitment in four areas, namely, quality of
workplace environment, environmental protection, operating practice
and community involvement of the Group’s major subsidiaries in
the PRC and the offices in Hong Kong. Data for key performance
indicators (“KPI”) of ESG are obtained from the operations under the
Group’s direct operational control. We will continue to expand the
sc ope of disclosure in the future when the data collection system of
the Group is more refined and the sustainable development work is
enhanced.

REPORTING GUIDELINE

The ESG Report is issued in accordance with the Environmental,
Social and Governance Reporting Guide (the “ESG Reporting Guide”)
as set out in the Appendix 20 of the Rules Governing the Listing of
Securities on GEM of the Stock Exchange of Hong Kong Limited
(the “Stock Exchange”). For information about the Group’s corporate
governance structure and other relevant inf ormation, please refer to
the Corporate Governance Report on pages 33 to 46 of this annual
report.

STAKEHOLDER ENGAGEMENT

As a responsible enterprise, the Group attaches great importance to
communication with stakeholders and their feedback regarding our
business operation and ESG affairs, while proactively developing our
business and improving profitability, to balance the interests of all
parties and foster sustainable development. Therefore, stakeholder
engagement plays an indispensable role in the Group’s continuous
improvement in sustainable development performance. To fully
understand, respond and address the core concerns of various
stakeholders, we have been maintaining close communication
with key stakeholders, including but not limited to investors and
shareholders, clients, business partners and suppliers, employees,
community, non-governmental organisation (“NGOs”) and media.
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By using the diversified cooperation methods and communication
channels shown in the table below, we bring the expectation of our
stakeholders into our operation and ESG strategies.

Stakeholders
BindE

Communication Channels
BEEE

ERERTRATHNZTIESFEAARER
RE > RARFHENHESARMANEE
RIBIE T ERERHBED -

Expectations

HAE

Investors and shareholders

REERRR

Clients
BB

Business partners and suppliers
GIEBH R MER

° Annual general meetings and
other general meetings
REBFAGREMKRESE

o Annual reports, interim reports
and quarterly report
FR-HHRERTERS

° Announcements and circulars
A B2 5 K

o Customer service hotline and
email
B PR AR S B

° Company website
AGIEED

° Supplier meetings and events
HEE &R REH

° Business cooperation
[EEEEE

° Complying with relevant laws and
regulations
BFEBEERER

° Disclosing the latest information
in due course
diS YN S

° Reinforcing corporate
governance and risk control
Nag b 2EE A K A kg izl

° Focusing on improving operating
efficiency and financial growth,
creating stable returns
EITRACEVEIRERER
RIS R R EIR

° Identifying client needs and
improving product and service
quality
BRERPRE FEAEZERK
R#FE &R

° Respecting clients’ privacy and
protecting their interests

EERRPMR REZFHE

o Forging partnership to grow
together
B ARG HRKRE
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Stakeholders Communication Channels Expectations
Fin& BEEE HAE
Employees ° Regular management ° Providing safe workplace
3= communications and REZ2TFRIE
performance review ° Respecting all employees and
EHNEEBAMN TERRTFZ ensuring fair treatment
e Staff announcement BEMEET BEATEFSR
BT A e Supporting career growth and
° Email providing internal training
BB TREIBEZERE EHAEE
Bl
Community, NGOs and media ° ESG reports ° Giving back to society and
tL BT JEBUAT I AS R IR B2 RE-HEAEARARE promoting self-reliance
ElEEt e BIA BB

° Fulfilling environmental protection
responsibility
BITIRIBRESE

° Raising awareness of
environmental protection and
helping the needy, nurturing
virtue and values
Weg 8 TIRMRRBIARH » 1L
FREEEER

We are dedicated to working with our stakeholders to improve the FFIRHREAKZIFTNESEUNSKAERT

Group’s ESG performance and creating higher value for a larger REBE - HEREAFENRE LABEEZ
community. Nt BRFEREEANEE
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MATERIALITY ASSESSMENT

In hopes of understanding the views and expectations of
stakeholders on the Group’s ESG performance effectively, we
have adopted a systematic approach to conducting the annual
materiality assessment by inviting various stakeholders of the Group
to participate in the materiality survey and rate the potentially
material issues, and referring to the Group’s business development
strategies and industry practices. Results of the materiality survey
were analysed into a materiality matrix and the identified material
topics and stakeholders’ concerns were reviewed and discussed
with the management, and disclosed in the ESG Report. During the
Reporting Period, the Group’s materiality matrix is shown below:
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ASSESSMENTS AND DECISIONS

LEVEL OF INFLUENCE ON STAKEHOLDERS’

The Group’s Materiality Martix during the Reporting Period
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During the Reporting Period,

the Group confirms that it has
established appropriate and effective management policies
and monitoring systems on ESG issues, and confirms that the
disclosures meet the requirements of the ESG Reporting Guide.
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ENVIRONMENTAL

The Group welcomes opinions and suggestions from stakeholders.
You can provide your valuable advice on the ESG report or the
Group’s performance on sustainable development via:

Address: 16/F, CMA Building, 64-66 Connaught Road Central,
Hong Kong

Phone: (852) 2297 9900

Fax: (852) 2865 3888

Email: info@sinofortune.hk

1T I 4%
AEBRLFNERHERREZ BT
BB T AMAESGIR S H AL LA
FEZRIENRBREHEESER !

HAE EBPIRTHEF64-665%
i g K= 1612

BEE (852) 2297 9900

B (852) 2865 3888

BIES info@sinofortune.hk
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A. ENVIRONMENTAL

A1.

Emissions

The Group realises that the public and investors are
paying more attention on environmental protection
and corporate social responsibility. Therefore, we
always attach great importance to good environmental
management and strive to protect the environment to fulfil
the Group’s social responsibility. To minimise pollution
and environmental damage arising from our daily business
operations, we actively review the Group’s environmental
policies and strive to improve the environmental
management in our business process through a series of
measures and comply with the applicable environmental
regulations and standards.

The Group has established environmental management
system and procedures for the business operations
in Hong Kong and Mainland China to regulate the
greenhouse gas (“GHG”) and non-hazardous wastes
generated during the operation in order to contribute
to environmental protection and to pursue the goal of
sustainable development.
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To comply with relevant local laws and regulations and
implement environmental policies, the Group keeps
track of the latest national and regional environmental
protection laws and regulations regularly, and uses them
as a basis to strengthen our environmental protection
measures. The regulations strictly abided by the Group
include the “Environmental Protection Law of the People’s
Republic of China”, “Law of the People’s Republic of
China on Prevention and Control of Water Pollution”,
“Law of the People’s Republic of China on Prevention
and Control of Environmental Pollution by Solid Waste”
in Mainland China and “Air Pollution Control Ordinance”,
“Waste Disposal Ordinance”, “Water Pollution Control
Ordinance”, “Product Eco-responsibility Ordinance” in
Hong Kong and other legislations regarding environmental
protection in Mainland China and Hong Kong.

During the Reporting Period, there was no incident of
non-compliance with the relevant local environmental
laws and regulations relating to exhaust gas and GHG
emissions, discharges of pollutants into water and land
and generation of hazardous or non-hazardous wastes
that have a significant impact on the Group.

Exhaust Gas Emissions

The Group is primarily engaged in financial services, its
business activities does not generate significant amount
of exhaust gas. However, we are still committed to reduce
our exhaust gas emissions by executing the following
emission reduction measures actively:

° Regularly maintain and repair vehicles to prevent
them from generating excess emissions of exhaust
gas due to broken parts and other reasons; and

o Phase out unqualified trucks in accordance with the
local emission regulations.
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GHG Emission

The major sources of GHG emissions of the Group are
direct GHG emissions from the consumption of petrol
by vehicles (Scope 1), indirect GHG emissions from
purchased electricity (Scope 2) and other indirect GHG
emissions from employees’ business trips (Scope 3). In
line with the nation’s strategic development of overall
GHG emissions reduction to achieve the sustainable
development goal of energy-saving and carbon reduction,
the Group has been actively reducing GHG emission by
reducing energy consumption, thereby enhancing the
Group’s image. With respect to the emission sources
mentioned above, we adopted the following emission
reduction measures actively:

° Actively adopt emission reduction measures on
vehicles, which is explained in the section “Exhaust
Gas Emissions” in this Aspect;

° Actively adopt environmental protection and energy-
saving measures, which is explained in the section
“Energy management” in Aspect A2; and

o Reduce the frequency of business trips through
electronic communication channels, such as
conference calls and WeChat conferences.

In addition to the aforementioned measures, we also post
notices and posters with green messages at prominent
locations in the office to promote the best practice
of environmental management and raise employees’
awareness of environment protection. With these GHG
emission reduction measures, the employee’s awareness
of GHG emission reduction has been raised.
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During the Reporting Period, the performance of GHG

RBRERB ZEBRNEERE

emissions is summarised below: BERRIRWAMW T ¢
Indicator! Unit 2020 2019
ey B —s-Ex —= &
Direct GHG emission (Scope 1)  tCO2e 46.67 68.12
B BERBEHK (EE) W _HIEREE
Indirect GHG emission (Scope 2) tCO:ze 92.39 114.03
FEAERRHR EE ) W't E =
Indirect GHG emission (Scope 3) tCO:qe 13.85 12.91
MiERAERBHR (EE=) |t ES
Total GHG emission tCO2e 152.91 195.06
(Scope 1, 2 and 3)
BERBHHES WB-—atRE S
(EE— kD)
Intensity of GHG emission tCO2e/employee? 3.25 2.17
BERBHEREERE W_atiREE EE2
Note: #Eat
1. GHG emission data is presented in terms of carbon dioxide 1. RERBHERENDZE _SEKRE
equivalent and are based on, including but not limited to, “The 227 U2RBREEEFRRMER
Greenhouse Gas Protocol: A Corporate Accounting and Reporting BERMEFEEARAIFESERETRS
Standards” issued by the World Resources Institute and the World BEGHEN(CR=ERBEDTET
Business Council for Sustainable Development, the latest release £ hEGHEREEE) BRWE
of baseline emission factors for regional power grids in China, the R E S EAEGE A
“Global Warming Potential Values” from the IPCC Fifth Assessment ZEERABEREREEEMAILNE
Report, 2014 (AR5), “How to prepare an ESG Report — Appendix FIZBEAMEMA (% R RTHR
Il: Reporting Guidance on Environmental KPIs” issued by the HKEX E)YRNRIRFARAIEE -FTERXRS
and the “Sustainability Report 2019” released by HK Electric. Fresmm(mmEFRIE - M RE
RERE MR T BB RRA NS
ZERIESI ) RBEBEHRERR
NEHEM(2019F AR BELER
H)e
2. As at 31 December 2020 and 31 December 2019, the Group had a 2. Bz ZZF+"A=+—HkK

total of 47 and 90 employees respectively. The data are also used
for calculating other intensity data.
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Sewage Discharge

Given the nature of the Group’s business, it does not
generate any industrial wastewater in the course of
operation, but only domestic sewage. Water supply and
discharge are solely controlled by the office building
management, of which it is not feasible for the Group to
obtain water consumption and discharge data or sub-
metering from the relevant management office. Therefore,
the Group cannot provide statistical data on water
consumption and discharge. However, we believe that
the domestic sewage discharge amount of the Group is
normal and reasonable.

Waste Management

The Group adheres to the principles of waste
management and is dedicated to the reasonable
management and disposal of wastes generated from our
business activities. The Group maintains a high standard
in reducing wastes, educates employees the importance
of sustainable development and provides them with
relevant supports to improve their skills and knowledge in
sustainable development.

Hazardous Wastes

Due to business nature, the Group does not generate
any significant hazardous and non-hazardous wastes
during daily operation. Nevertheless, we are still devoted
to reducing wastes. If any hazardous waste is generated,
the Group must appoint a qualified chemical waste
collector to handle such wastes to comply with relevant
environmental laws and regulations.
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Non-hazardous Wastes

The major non-hazardous wastes generated during
our operation is paper. In addition to requiring our
employees to properly dispose of such office wastes
and encouraging them to sort them before disposal, we
arrange for staff to handle them centrally. With regard to
paper consumption in the office, we have implemented
the following measures:

° Use more electronic documents and establish
electronic work processes;

. Recycle used paper;

° Try to avoid printing and copying documents; and

o Try to print or copy on both sides.

Besides, we reduce the generation of e-waste by various
methods, such as donating used electronic gadgets to
charitable organisations. With the above measures, the
employees’ awareness of waste management has been
raised.

During the Reporting Period, the performance of non-
hazardous wastes is summarised below:

ENVIRONMENTAL, SocIiAL AND GOVERNANCE REPORT
B-HHERELBHRS

EZERY
RPEEBRETELENTEERS
BRYAMR HMAKRTEXRE
ITZERERBBETIERER
DEREN  TRFAER—E
B #HHMAEEAMEK HMAE
=9Ik il

s ZMABEFE BEUBFIT
B

o RIREAMEK;

H

s RBEBRBINENREEXXM

B

X

s REEMGBZEEIENSTH-

o HMTEEREMTES
FRRBETEZERS S
W EEBFER-EB® LAE
M HFPNE THERYEEN
ERCAEMmES-

RERSHE AEENETEES
BEEMHFBRBHALT

Types of wastes Unit 2020 2019
EE MR B il —EZEF —_Z—hEFE
Paper? kg

RS /Ny 479.00 N/A
Intensity of paper tonnes/employee

HREE mE e 8 10.19 N/A

Sinofortune Financial Holdings Limited | Annual Report 2020



A2.

EREEERARQARF | ZT=F

ENVIRONMENTAL, SociaL AND GOVERNANCE REPORT

Use of Resources

The Group strictly complies with relevant local laws
and regulations on environmental protection, and has
formulated various internal environmental protection
guidelines and measures, or cooperated with the rules
of the buildings where our offices are located, to achieve
energy-saving and consumption reduction, thus minimise
the negative environmental impact of our business
operation.

We review the business operation process regularly, carry
out improvement measures for effective use of water,
electricity and other resources, reduce or even stop the
use of wasteful or environmentally polluting products,
with the aim of achieving greater energy efficiency and
reducing unnecessary consumption of resources.

Energy Management

In daily operation, the Group’s major energy consumption
are electricity consumed in office and petrol consumed by
vehicles. Aside from energy-saving measures for vehicles
described in section “Exhaust Gas Emissions” under
Aspect A1, the Group has established system to promote
the green office culture to achieve the objective of
electricity-saving and efficient use of electricity. Relevant
measures are listed below:

° Use lighting system featuring in low energy
consumption, like LED lamps;

° Limit the use of air-conditioning to lower electricity
consumption;

° Encourage employees to turn off their computers
when they are away for long periods and put them
on hibernating or sleeping mode when they are out
for lunch breaks; and

° Enhance the maintenance and repairment of air
conditioners and computers to ensure the best
condition of all electronic devices and the efficient
use of electricity.
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We review the effectiveness of these measures from
time to time and make adjustments according to the
operation condition to improve the efficiency of the use
of resources. With these energy-saving measures, the
employees’ awareness of energy conservation has been
increased.

During the Reporting Period, the resource consumption
performance is summarised below:
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Types of energy Unit 2020 2019
AEIRTEEE E il —T-EF —ZT—NE
Direct energy consumption — Petrol MWh 170.05 247.49
BEGBREEE TN KB B

Indirect energy consumption — Electricity  MWh 147.22 185.68
B RABFEE — JKFUEF

Total energy Consumption MWh/employee 317.27 433.17
BERARAER KEFBE

Intensity of energy consumption MWh/employee 6.75 4.81
ERGEERE KEERE

Water Management KR EE

The Group’s water consumption is mainly for domestic
use in the office area. The Group has strengthened the
promotion of water conservation by posting water-saving
slogans at prominent locations in the office to remind
all employees and clients to develop the habit of saving
water consciously.

As most of the offices of the Group are solely controlled
by the building management in terms of water supply and
discharge, it is not feasible for such management office
to provide water consumption and discharge data or sub-
metering for an individual unit, and the Group believes
that only providing data for the individual office of the
Group does not reflect the actual water consumption.
Therefore, total water consumption data is not disclosed
in this ESG Report.

The Group does not have any issues in sourcing water
that is fit for purpose and believes that the water
consumption is at a reasonable level.
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Use of Packaging Materials

Due to business nature, the Group does not sell any
physical product, and therefore, the Group’s business
does not involve the use of packaging materials.

The Environment and Natural Resources

Despite that the Group’s major operations do not have
a significant impact on the environment and natural
resources, we, as a responsible corporate, are committed
to minimising the negative impact of our business
on the environment by assessing the environmental
risks of our operations and formulating appropriate
environmental measures, in the hope of contributing to
environment protection. In addition to abiding by relevant
environmental laws and regulations and the international
standards, we strive to achieve environmental
sustainability goals by incorporating the concept of
environmental and natural resource protection into our
internal management and daily operation activities.

Raising Environmental Awareness

We are convinced that in addition to strictly requiring
employees to implement the environmental protection
measures formulated by the Group, we need to
proactively promote environmental awareness among
our employees to effectively enhance our environmental
protection standards. Therefore, the Group reviews
its Code of Conduct, issues environmental guidelines
and notices to its employees and shares relevant
environmental information such as green office from
time to time. We will also consider participating in more
feasible and appropriate activities to help our employees
increase their awareness of the environment and natural
resources.

Indoor Air Quality

The Group are dedicated to providing our employees
with a comfortable and green working environment by
constantly monitoring and measuring the indoor air quality
of the workplace. We have equipped the office with
air purification equipment, cleaned the air-conditioning
system, including air filters and air duct, selected
products low or zero in volatile organic compounds, etc.
These measures can help avoid the blockage of vents
and exhaust pipes by filtering out pollutants and dust,
thereby maintain satisfactory indoor ventilation and indoor
air quality and ensure proper system operation.
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B. SOCIAL

B1.

Employment

The Group believes that human resources are the Group’s
most valuable asset and the core of its competitive
advantage, as well as the foundation for corporate
sustainable development. Therefore, we are dedicated
to improving our employment system in order to attract,
cultivate and retain talents and believe that this will
contribute significantly to the Group’s success. Besides,
the Group adheres to the people-oriented management
approach, respects and protects the legitimate rights
and interests of every employee, and has developed
an Employee Manual to standardise the employment
policies and codes to ensure that our employees clearly
understand their rights and responsibilities. By creating
a harmonious and warm working atmosphere, the Group
makes every employee feel cared for and valued by the
Group.

The Group has complied with all laws and regulations
related to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other
benefits and welfare, including but not limited to the
“Employment Ordinance” of Hong Kong, the “Labour
Law of the People’s Republic of China” and the “Labour
Contract Law of the People’s Republic of China” and
other existing laws and regulations. During the Reporting
Period, the Group was not aware of any incident of
non-compliance with laws and regulations relating to
employment that had a significant impact on the Group.
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As at 31 December 2020, the Group had 47 employees
and the composition is shown below:

B -HERELBRS

BE_E_ZTF+_A=+—
H x&EBEGHITREHE

S HEDWTF

Employees Percentage
LA
A¥ B
By gender DU BB 2
Male B 24 51%
Female pegis 23 49%
By age UF&RE D
<31 <31 3 6%
31-39 31-39 11 24%
40-49 40-49 10 21%
50-59 50-59 10 21%
>59 >59 13 28%
By geographical location D& 8 5
Chongging BE 5 11%
Shenzhen 3l 22 47%
Hong Kong 5% 20 42%
By employee category HEEEREI S
Administrative staff THEEAE 33 70%
Other staff HMB8T 14 30%

Recruitment, Promotion, Remuneration and Dismissal

We value talents and regard them as our most valuable
and core assets, uphold the principle of fairness,
impartiality and openness employment in recruiting
talents to provide sufficient talent reserves for the Group’s
various businesses and strengthen the competitiveness
of our business. After employees’ appraisal, the Group
determines employees’ salaries, benefits and promotion
opportunities based upon their job nature, experience,
work performance, results and market condition. The
Group guarantees fair treatment of employees and
prevents discrimination based on gender, race, religion,
age, marital and family status, disability or any other
grounds.
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In accordance with related laws and regulations,
we clearly stated the remuneration packages of our
employees in our Employee Manual. Apart from basic
salary, the Group also offers employees with their
benefits and rights, which include but not limited to
Mandatory Provident Fund, social insurance, directors
and officer’s liability insurance and medical benefits,
statutory and additional annual leave, sick leave, parental
leave, allowance and severance pay. For employees in
Mainland China, the Group pays “Five Social Insurance
and One Housing Fund” in accordance with the law,
including endowment insurance, medical insurance,
unemployment insurance, employment injury insurance,
maternity insurance and housing provident fund to protect
employees’ social insurance entitlements. In addition, the
Group complies with the relevant employment ordinance
and guidance. If employees need to be dismissed,
we will follow the procedures and provide reasonable
compensation to the dismissed employees. The relevant
provisions on termination of the employment relationship
have been set out in the employment contract of every
staff.

After reviewing the global economic situation, the
Group has reduced and adjusted our business based
on revenue. During the Reporting Period, employee
turnover of the Group was mainly due to the discontinued
operations. The employee turnover rate is as follows:
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Equal Opportunity, Diversity and Anti-discrimination

The Group understands the value of a diverse and
professional team of talents. We are dedicated to
developing and maintaining an inclusive and cooperate
workplace culture where all staff can thrive. The Group is
devoted to providing equal opportunity for all employees
and prevent any discrimination, physical or verbal
harassment in the workplace based on gender, race,
religion, age, marital and family status, disability or any
other grounds. To ensure a fair and equal protection for
all employees, the Group has zero-tolerate to any form of
workplace sexual harassment or bullying.

Communication Channel

The Group attaches importance to employees’
communication. Therefore, we have established various
communication channels to encourage employees
to express their views and facilitate communication
between management and employees. We also improve
business operation and management policies to
enhance operational efficiency. Also, we organise group
activities regularly such as staff dinner to strengthen
communication among employees and increase their
sense of belongings towards the Group.

Health and Safety

The Group’s operation does not involve in any high-risk
activities. The Group highly values employees’ health
and safety and is devoted to protecting our employees’
safety by providing an appropriate workplace. According
to industry practices and regulations, we formulate work
safety guidelines to ensure the cleanliness and tidiness of
the workplace, eliminate any potential health and safety
risks, and strictly implement relevant measures.
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We strictly comply with the “Labour law of the People’s
Republic of China”, the “Law of the People’s Republic of
China on the Prevention and Treatment of Occupational
Diseases”, “Fire Control Law of the People’s Republic of
China” of Mainland China, and the “Occupational Safety
and Health Ordinance” of Hong Kong and other relevant
laws and regulations. During the Reporting Period, there
was no significant incident of safety and work-related
fatalities or injuries. The Group was not aware of any non-
compliance with health and safety laws and regulations
that had a significant impact on the Group relating to
providing a safe working environment and protecting
employees from occupational hazards.

Improving Safety Awareness

The Group complies with related working safety
guidelines and constantly educates and reminds
employees of the importance of work health and safety.
The Group provides employees with relevant information
on crime prevention and emergency response through
training, promotions, drills and regular safety inspections.
We also coordinate with other organizations and property
management company of the office building, and
participate in regular fire drills to raise employees’ safety
and fire prevention awareness. In addition, our Employee
Manual clearly states the working safety guidelines
which are in accordance with the law and regulations.
If there are any violations of the guidelines, we will take
appropriate disciplinary actions or legal proceedings
against the staff to raise employees’ health and safety
awareness during work.

Physical and Mental Health

We care for our employees, especially for their mental
health. We encourage our employees to achieve work-life
balance and promote team cohesion, relieve stress and
create a harmonious working environment through social
activities. Meanwhile, we provide our employees with
information about health and safety, aiming to improve
their health consciousness.
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Outbreak of COVID-19 Pandemic

In response to the outbreak of the COVID-19 pandemic,
the Group has taken measures to enhance health and
safety precautions in the office to ensure the health of
employees, the Group’s internal safety and business
continuity. In addition to increasing the frequency of
cleaning and disinfection in the office areas, the Group
strictly requires staff to wear surgical masks in the office,
conducts stringent temperature checks, and remind
employees of the importance of maintaining personal
hygiene.

Development and Training

The Group regards employees as the core assets to
corporate success and believes that the support from
employees is fundamental to maintain the Group’s
core value and competitiveness, facilitate the Group’s
sustainable development, and foster employees’
growth and development. We cater to the needs of
employees from different positions through diversified
training models, including induction and management
training, in order to continuously improve the quality of
service provided by employees. In addition, we offer
employees comprehensive and various on-the-job training
programmes and professional training to improve their
quality, qualifications and skills for their potential and self-
development. We also encourage our staff to discuss
with management and supervisors on their promotion and
career objective, and to attend business-related training.

ERESEERAERARA | ZEZEFR

18 1

B3.

T HEKRESB®RS

HT 2 T K 0 B R IS R
REHTEERRES R BENIE
3 A& B B SR EUE B LN 58 i
NENRERZZFEER > X
BREENER AEERER
EREBEGE R T IBMEMR
NRE@EFENEF ARSI
AEBBRERETIERAER
ESMBIOE WETHREOER
A RES THRIFEAFTEN
2214

R R EN
FERREIAHTFEERBUR
NWREENEE RERAEE
ETHNER HEMEFTEAEERDN
ZOBERBRF BN EER
OFEER FARAMNBEBIA@AA
R ER HFIBEBABE
REEAEFINIFZ TEEIIE
ARMEESREZB/ETINTRAF
KoEETENFERHSDE
AR - IESh > HFBFE LR
EMZEENERIEIEE B
EIRHEEXRIIGR - IEEETLE
R BRI EETHEE
MBEZREA -FE - MBS
ITHRETIFEAREXERER
HEEBASSH URSMEE
BAERRIEIIE o

67



68

Training Management

The Group’s management is responsible to draw up
the training program annually and keep training records
in order to regulate training management and arrange
related professional training programs. The management
also conducts a regular review of the effectiveness of
different training programs to improve the efficiency
and quality of the Group’s training system and improve
employees’ working performances and efficiency.
The Group also provides subsidies and benefits to
encourage employees to participate in some external
training programs. In accordance with the annual training
program, the Group evaluates and monitors its training
programs and arrange suitable training courses for
different employees to help them reach their full potential.

Training Programmes
During the Reporting Period, the Group’s employees
completed a total of 110.5 hours of training.

The Group arranges professional training and
development programs, including expertise of financial
service and information technology, training on customer
service and product knowledge, regulatory seminars and
guidance, professional training on anti-corruption and
other relevant training programmes.

We highly encourage the Directors and senior
management to participate in the training on the GEM
Listing Rules of the Stock Exchange and corporate
governance in order to continuously enhance the Group’s
internal control and corporate governance level. We also
encourage accounting and secretarial staff to update their
relevant professional knowledge regularly.
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Labour Standards

Prevention of Child and Forced Labour

The Group strictly complies with the “Employment
Ordinance” of Hong Kong, as well as the “Regulation on
Labour Security Supervision”, the “Labour Law of the
People’s Republic of China” and “Labour Contract Law of
the People’s Republic of China” of Mainland China, and
has formulated internal guidelines and labour policies with
reference to international labour standards. All recruitment
process and promotion activities are closely monitored
under the Group’s human resources management
scheme to prevent child labour, forced labour, or any
discrimination by race, religion, age or disability in
Mainland China and Hong Kong. The Group will conduct
investigations, punishment or dismissal of relevant
employees immediately when any non-compliance is
being discovered. If necessary, the Group will further
improve the labour mechanism against illegal behaviours.
During the Reporting Period, the Group did not identify
any significant non-compliance of laws and regulations
related to prevention of child and forced labour, and there
were no incidents of discrimination involving race, religion,
age, disability, etc.

The Group requires all new employees to provide true and
accurate personal identification information. All personal
information, including identity card and bank accounts,
will be strictly scrutinised by our recruiters. The Group has
established a refined recruitment process for checking
candidates’ background and formal reporting procedures
to handle any exceptional cases. The Group also
conducts self-audits and inspections on a regular basis to
prevent child labour and forced labour.
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In addition, the Group’s employees work overtime on
a voluntary basis to avoid any violation of the labour
standards and protect employee’s legal rights and
interests. The Group also prohibits any punitive measures,
management practices and behaviours involving
verbal abuse, physical punishment, oppression, sexual
harassment (including inappropriate languages, postures
and physical contact), etc. against its employees for any
reason. The Group also avoids engaging vendors and
contractors with known records of using child labour and
forced labour in their operations to provide administrative
supplies and services.

Supply Chain Management

The Group highly values the importance of potential
environmental and social risks management in its supply
chain. A stringent and standardised procurement system
and a systematic selection process for suppliers and
contractors have been established and the requirement of
environmental and social risk control have been imposed
to all suppliers.

Procurement Mechanism

As a finance-related business, due to business nature
and needs, the Group did not hire major suppliers for
the provision of products, raw materials and services
during the Reporting Period, nor did it take part in any
negotiation between its corporate or institutional clients
and their suppliers. Generally, we purchase stationery,
paper, computers and other office stationery but we do
not enter into any long-term or bulk purchase agreements
with any suppliers. Two of the Group’s subsidiaries
purchase motherboards, modules, display modules,
batteries, cases and vehicles from its suppliers. The
suppliers are mainly from overseas, Chongqging, Chengdu,
Shenzhen, Dongguan and other places. The Group cares
about the integrity of the suppliers and partners and only
selects those with good business track records and no
material non-compliance or unethical behaviours.
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Supplier Management

We promote fair and open competition and aim to
develop long-term relationships based on mutual trust,
and the Group’s subsidiaries have strictly complied with
the “Bidding Law of the People’s Republic of China”
and other related laws and regulations during the
procurement. Our suppliers are required to work in a
responsible manner, and comply all relevant regulations,
international treaties and contractual responsibilities.
Therefore, the Group closely monitors the procurement
made by our staff and forbids any practices that are
against business ethics.

The Group have a set of control procedures and codes
of conduct for the procurement process to monitor our
employees’ procurement activities and strictly prohibit
any practices that are against business ethics. We closely
communicate with our subsidiaries and require them
to carefully manage the relationship with suppliers and
business partners in avoidance of transfer of interests
or exploitation of suppliers. We also adopt measures to
inspect whether the suppliers have complied with relevant
laws, regulations, and other standards related to health,
safety, child and forced labour, as well as their awareness
of the above-mentioned aspects, in order to minimise
the potential environmental and social risks in the supply
chain.
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Product Responsibility

The Group’s products and services include securities
and futures contracts trading service, and sales of motor
vehicles, provision of agency services and accessories
sourcing. As high-quality products and services can help
build a strong corporate reputation, we are dedicated to
maintaining high-level service and product quality through
internal control. We maintain on-going communication
with our customers to ensure that we understand
and meet their demands and expectation, as well as
understand their level of satisfaction to improve our
service quality.

We strictly comply with all relevant laws and regulations,
including but not limited to “Law of the People’s Republic
of China on the Protection of Consumer Rights and
Interests”, “Advertisement Law of the People’s Republic
of China”, “Interim Measures for the Administration
of Internet Advertising”, “Product Quality Law of the
People’s Republic of China” of Mainland China, as well
as the “Trade Descriptions Ordinance” of Hong Kong
on customers protection. During the Reporting Period,
the Group did not identify any material non-compliance
with any laws and regulations in relation to product and
service quality, nor recall any products for health and
safety reasons. Customer satisfaction has reached our
expected level.

During the Reporting Period, the Group does not received
any major complaints about products and services, and
there are no products sold subject to recalls for safety
and health reasons.
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Customer Communication

The Group strives to provide our customers with
competitive products and services with standardised
service quality, humanised service process and regulated
service management. We stress the importance of clients’
needs and collect their opinions through our customer
manager, and regards them as the foundation for the
continuous improvement of our business. Customers can
submit their complaints via email, phone or in person.
The process is confidential to protect all parties’ interest
and ensure fairness and proper documentation of the
process.

The complaint handling procedures have been
established by the Group to allow relevant departments
to carry out a detailed investigation, actively monitor
handling process, coordinate and communicate with all
involved parties, and properly respond to complaints.
We strive to understand the truth and root causes
of complaints made by our customers and identify
responsible parties and areas for improvement in order to
enhance the Group’s service quality, as well as to retain
customers by earning their loyalty towards the Group’s
service and to facilitate the Group’s future development.
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Customer Privacy Protection

Due to its business nature, the Group handles a large
amount of customer personal or corporate information.
The Group attaches high importance to safeguarding
clients’ interests and privacy and strives to maintain and
protect personal data. Through adopting a high standard
of security and confidentiality towards customer privacy
protection, we comply with regulatory requirements
regarding data privacy. We have formulated relevant
guidelines and handbook to regulate employees’ handling
of personal data of clients. We also arrange training from
time to time to raise the employees’ awareness of privacy
protection. According to our data protection policy,
we have to comply with the Private Policy Statement
and notify our customers the general policies and
practices of personal information collection, storage and
utilization. The Group maintains and reviews all customer
communication channels to obtain feedback, handle
complaints timely so as to conduct inspections and
improve customer service system.

Aadvertising and Labelling

Due to its business nature, the Group conducts limited
advertising campaigns and therefore does not involve any
significant advertising-related risks. Nevertheless, in terms
of the advertisement of products and services, we strictly
regulate and monitor products and services promotion
to ensure that they comply with advertising and
labelling related laws and regulations. Such marketing
and promotion must accurately reflect the quality and
performance of the Group’s products and services in
order to let clients to “get what they see”.
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B7. Anti-corruption

The Group believes that a clean corporate culture is the
key to our continued success. Therefore, we stress on
anti-corruption efforts and policy formulation, and strictly
prohibit any corruption activities. The Group strictly
complies with “Company Law of the People’s Republic
of China”, “Bidding Law of the People’s Republic of
China” of Mainland China and the “Prevention of Bribery
Ordinance” of Hong Kong. During the Reporting Period,
the Group did not identify any material non-compliance
with the relevant laws and regulations of bribery,
extortion, fraud and money laundering nor any concluded
legal cases regarding corrupt practices.

Anti-corruption and Anti-fraud

The Board adopts “zero-tolerance” attitude towards
corruption and fraud while such standard has been
outlined in our operation and employment policies. The
Group strictly complies with relevant laws and morale
standards of corruption and proactively maintains a good
corporate governance and risk control to protect the
interests of stakeholders and develop corporate culture
with integrity, openness and transparency.

The Group reminds employees to comply with the anti-
corruption and anti-fraud guidelines of Independent
Commission Against Corruption and provides anti-
corruption related training and information regularly to
raise their awareness towards anti-corruption. We urge
employees to maintain a high standard of professional
conduct and strictly follow the laws of Hong Kong and
Mainland China.
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Prevention of Money Laundering

To maintain the Group’s integrity and credibility, we
forbid any activities related to money laundering and
terrorist. The Finance Department is responsible to
evaluate the risk of money laundering in our business
operation annually, handle any suspicious cases of money
laundering, review all applicable policies and guidelines
published by the Hong Kong Monetary Authority and
other financial regulators on a regular basis and evaluate
the effectiveness on the enforcement of regulations in the
Group’s business operation.

Whistleblowing Mechanism

The Group educates all employees on anti-corruption
awareness and encourages them to report any corruption
or fraud activities. We promptly conduct inspections and
take necessary measures while protecting the identity
of the whistle-blower to prevent any conflict of interest
or behaviours that will bring harm to the Group and the
stakeholders.
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Community Investment

The Group is devoted to becoming a responsible
corporate citizen and offering appropriate resources to
the needy in the community. We believe that the Group
and our employees can build positive values through
charitable activities and become socially-responsible
citizens.

Community Investment

We encourage and support our staff to participate
in voluntary activities in their spare time and arrange
environmental and social service activities for the Group’s
employees. Through participating in those community
activities, we hope that our employees can contribute
to the communities, thereby enhancing the employees’
sense of caring while developing a sense of social
responsibility.

We donate to different organisations and engage in social
activities to fulfil our social responsibility as a corporate
citizen and develop a better public image. The Group
seeks to cooperate with different charitable organisations,
and at the same time be aware of the difficulties and
needs of the society and vulnerable groups, aiming to
give back to the society and promote social harmony.

ERESEERAERARA | ZEZEFR
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ENVIRONMENTAL, SocIiAL AND GOVERNANCE REPORT
RIE-HHEREGHRS

THE ESG REPORTING GUIDE CONTENT INDEX OF THE
STOCK EXCHANGE OF HONG KONG LIMITED

Subject Areas,

ERABMS R BMAMRATESGHREESI
AESEALIES

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBE--—REER
A 2 48 IS 1R bi:pa =38 L:| B¥
Aspect A1: Emission
BEA1 : HEmss
General Disclosure Information on: Emissions 53
— AR B B
(@)  the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to Exhaust Gas and
GHG emissions, discharges into water and
land, and generation of hazardous and
non-hazardous waste.
BRNER :
(@ HER; K
b) EFHITETABEAXZENHEBEERR
B> BRIBER R ERBHM s MK LT
MO - AERBEEEYNELEZN -
KPI A1.1 The types of emissions and respective emissions Emissions — Exhaust 54
(comply or explain) data. Gas Emissions, GHG
8 i B IS 1RA1 A BE AR 58 R AR RE HE I B © Emissions, Waste
(REFRLAETE) Management
BER—BEREINRER
BRHIN - BEEYERIR
KPI A1.2 GHG emissions in total (in tonnes) and intensity.  Emissions — GHG 55
(comply or explain) RERBAERE WUMEFTE) REE- Emissions
RARAEMIEIRAT.2 e —R=E RIS HEN
(R <F 7L TE)
KPI A1.3 Total hazardous waste produced (in tonnes) and Not applicable — explained 57
(comply or explain) intensity. TER-EmE
RARAE I IRA1.3 FRTELEBEEEMEE UUETE) REE-
(NETRLARTE)
KPI A1.4 Total non-hazardous waste produced (in tonnes) Emissions — Waste 58

(comply or explain)
B SR AE IE1RA1 .4
(RETILARTE)

and intensity.

FREEEZSERYBE CUESHE) REE-

Management

Y —-ERYERE
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Subject Areas,

ENVIRONMENTAL, SoclAL AND GOVERNANCE REPORT
BRIE-HHEREBHRS

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
A& A XI5 1R Fis it =30 ;| BH
KPI A1.5 Description of reduction initiatives and results Emissions — Exhaust Gas 54
(comply or explain) achieved. Emission, GHG Emissions,
8 4B WIE1RA1.5 R B ENB R FIEME - Waste Management
(RETTLARTE) B —BEREINRER
BEHIN - R YR IR
KPI A1.6 Description of how hazardous and Emissions — Waste 57
(comply or explain) non-hazardous wastes are handled, reduction Management
B A 5 1RA1.6 initiatives and results achieved. B —BEEYERE
(RETRLARTE) HLREEESRBEEEYNF L REELSE
BB R PRIS AR ©
Aspect A2: Use of Resources
EBmEA2 : EiRfER
General Disclosure Policies on the efficient use of resources, Use of Resources 59
— IR including energy, water and other raw materials. & JRfEH
BEMERER (B1EER K REMEME) B
o
KPI A2.1 Direct and/or indirect energy consumption by Use of Resources — Energy 59
(comply or explain) type in total and intensity. Management
A S4B RIS 1RA2 1 RENASOMNEEKR SEEZEREEERE BEREAEREE
(R <T 7L %) e
KPI A2.2 Water consumption in total and intensity Not applicable — explained 60

(comply or explain)
RSB MIEIRA2.2
(R ETRLARTE)

BEKEREE-

ERESEERAERARA | ZEZEFR
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ENVIRONMENTAL, SocIiAL AND GOVERNANCE REPORT
RIE-HHEREGHRS

Subject Areas,

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
RASR AR RISIR Fis it =30 ;| BH
KPI' A2.3 Description of energy use efficiency initiatives Use of Resources — Energy 59
(comply or explain) and results achieved. Management
BB MIEIRA2.3 HMAE R A st B R PAIERR BRHEA—FEREE
(R ETRLARTE)
KPI A2.4 Description of whether there is any issue in Use of Resources — Water 60
(comply or explain) sourcing water that is fit for purpose, water Management
RE /8 I 1EA2.4 efficiency initiatives and results achieved. BEREA—KREE
(& TR ) i SR EE A 7KOR _E R A AR LUK
K st B R PSR R o
KPI A2.5 Total packaging material used for finished Not applicable — explained 61
(comply or explain) products (in tonnes) and with reference to per &8 HA—B#RE
i SR B IE1RA2.5 unit produced.
(R BT 7L TE) SR mFTABEMENAEE (UEE) k8%
EBA{EE-
Aspect A3: The Environment and Natural Resources
BEAS : RIERXAER
General Disclosure Policies on minimising the issuer’s significant The Environment and 61
—ARi EE impact on the environment and natural Natural Resources
resources. RIERKRAEIR
BIEBTAHIRERRAAREREREATEN
B o
KPI A3.1 Description of the significant impacts of activities The Environment and 61

(comply or explain)
A B2 48 RIS 1RAS.1
(R <T 7L %)

on the environment and natural resources and
the actions taken to manage them.

Mt EBEHHRERRARERNEATZER
ERNEEBMEZENITE

Sinofortune Financial Holdings Limited | Annual Report 2020

Natural Resources
RIERRAER



Subject Areas,

ENVIRONMENTAL, SoclAL AND GOVERNANCE REPORT
BRIE-HHEREBHRS

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
RASR AR RISIR Fis it =3 1 BH
Aspect B1: Employment
EmEB1 : BR
General Disclosure Information on: Employment 62
— MR =&
(@) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to compensation
and dismissal, recruitment and promotion,
working hours, rest periods, equal
opportunity, diversity, anti-discrimination,
and other benefits and welfare.
BEANER :
@ BE;Xk
b) BEFHITITABEAXENEBEERR
B> BRIFN R E B RE A LIEE
B -BA-TEHRET S0 -REFRUEK
HtFFB K@ e
KPI B1.1 Total workforce by gender, employment type, Employment 63
(recommended age group and geographical region. =15
disclosure) R EEEE - FRAN M RE DHNES
BB 151281 .1 Hagyo
(B &)
KPI B1.2 Employee turnover rate by gender, age group Employment —Recruitment, 64
(recommended and geographical region. Promotion, Remuneration
disclosure) R FReAER KRB DNEERKLER EBE-IBE S FK
RSB MIEIRB1.2 2 2
(B &)

ERESEERAERARA | ZEZEFR
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ENVIRONMENTAL, SociaL AND GOVERNANCE REPORT

RIE-HHEREGHRS

Subject Areas,

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
RASR AR RISIR Fis it =3 1 BH
Aspect B2: Health and Safety
[BEB2: REHAZZR
General Disclosure Information on: Health and Safety 65
— MR RERZS
(@)  the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to providing a safe
working environment and protecting
employees from occupational hazards.
BRANER :
(a) BE; K
b) ETFTHZETABEK BB AR R IR
B> BRAR % 2 TRIRIE R IRIE E B
RHEMGER
KPI B2.1 Number and rate of work-related fatalities. Health and Safety 66
(recommended A TERABRIETIAB B LEER BEREZE
disclosure)
RA B M5 18B2.1
(B )
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ENVIRONMENTAL, SoclAL AND GOVERNANCE REPORT
BRIE-HHEREBHRS

Subject Areas,

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
RASR AR RISIR Fis it =3 1 BH
Aspect B3: Development and Training
[BEB3 : ¥ERIZI
General Disclosure Policies on improving employees’ knowledge Development and Training 67
— R EE and skills for discharging duties at work. 2EEAE
Description of training activities.
NEBTIEITIFBENA SN LR 15
SE BRI HE M 0
Aspect B4: Labour Standards
[BEB4 : BT #A
General Disclosure Information on: Labour Standards 69
— AR B T2
(@) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to preventing child
and forced labour.
BEANER :
@ BE;Xk
b) BEFHTITABEAXZENEBEERR
B> BRAB - & T o aa g5 T o
Aspect B5: Supply Chain Management
[EHEBS : (HFEREIE
General Disclosure Policies on managing environmental and social Supply Chain Management 70
— R E risks of the supply chain. e SR

EEMHEENREREERBRER-

ERESEERAERARA | ZEZEFR
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RIE-HHEREGHRS

Subject Areas,

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
RASR AR RISIR Fis it =3 1 BH
Aspect B6: Product Responsibility
JEHEB6 : EREE
General Disclosure Information on: Product Responsibility 72
— MR EmEE
(@) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to health and safety,
advertising, labelling and privacy matters
relating to products and services provided
and methods of redress.
BRANER :
(@ HHE; XK
b)) BTFTHETATEAXTENHRBAEIER
RO BRAMREHERNMRBNRERER
2 EE - REBRIMWEEE USRI A
KPI B6.1 Percentage of total products sold or shipped Product Responsibility 72
(recommended subject to recalls for safety and health reasons. EmE1E
disclosure) BEFCEXERBHEPIRLT2HEEEERM
A SR 4B 15 12B6. 1 AW B DL
(€==374=9)
KPI B6.2 Number of products and service related Product Responsibility 72
(recommended complaints received and how they are dealt EmET
disclosure) with.
fA 48 W5 1%2B6.2 BERANERKRRBNEFEE AR 5%
(€==373=9)
KPI B6.3 Description of consumer data protection and Product Responsibility — 73
(recommended privacy policies, how they are implemented and Customer Communication,
disclosure) monitored. Customer Privacy
R B I512B6.5 mitoH B B B RHRE R AR EEE MR BRI#1T  Protection
(&) BRE Ao EmET-EREB - BTF

PR LR
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=

B -HERELBRS

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
EBmEm-—fRikER
RASR AR RISIR Fis it =30 ;| BH
Aspect B7: Anti-corruption
EmEB7: RES
General Disclosure Information on: Anti-corruption 75
— MR k&S
(@) the policies; and
(b) compliance with relevant laws and
regulations that have a significant impact
on the issuer relating to bribery, extortion,
fraud and money laundering.
BRANER :
(a) BE; K
b) BEBFHETABEAXENEREERR
B> BRI IEERRE ~ 1R ~ ERFF R 82 o
KPI B7.1 Number of concluded legal cases regarding Anti-corruption 75
(recommended corrupt practices brought against the issuer or &K&5
disclosure) its employees during the reporting period and
8 i B W15 1RB7 .1 the outcomes of the cases.
(&) RERAAHETANEEERHIEEEN
BISFA RN E kiFRER -
KPI B7.2 Description of preventive measures and Anti-corruption — 75
(recommended whistleblowing procedures, how they are Anti-corruption and
disclosure) implemented and monitored. Anti-fraud, Prevention
R4S 15127 .2 PG IE e A B2 UK ABRAEITREEE  of Money Laundering,
(GRZHILE) 5k Whistleblowing Mechanism

ERESEERAERARA | ZEZEFR
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RIE-HHEREGHRS

Subject Areas,

Aspects, General Page
Disclosures and KPIs Description Section/Declaration Number
fBm-—RRiRER

A& A XI5 1R Fis it =30 ;| BH
Aspect B8: Community Investment

[EmmBS8 : HtERE

General Disclosure Policies on community engagement to Community Investment 77

— R EE understand the needs of the communities where &8 &

the issuer operates and to ensure its activities
take into consideration the communities’
interests.
BRUESEREREEMTIHTERENME
REXEHEIHEEBHLEN SR
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INDEPENDENT AUDITOR’S REPORT

CCTH CPA LIMITED
i IERE &5 A R A H

©

TO THE SHAREHOLDERS OF
SINOFORTUNE FINANCIAL HOLDINGS LIMITED
(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Sinofortune Financial Holdings Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on pages
96 to 235, which comprise the consolidated statement of financial
position as at 31 December 2020, and the consolidated statement
of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of
cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2020, 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 OF 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
WIS

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the consolidated
financial statements of the current period. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we

do not provide a separate opinion on these matters.

Revenue recognition

Refer to Note 5 to the consolidated financial statements.

The Key Audit Matter
B EE

PREFHE

RBEESNEXHE FAREFFTER/ES
BZRARBNGESMBRETREENS
H-ZEFREEREESFERERGOMBR
KREEERFETRE MESFTEMZ
SEREFERER-

B2RGREMBREMEES

How our audit addressed the key audit matter

EENENAEIEMBENSFE

Revenue recognition is identified as a key audit matter
because of its financial significance to the consolidated
financial statements and is one of key performance
indicators of the Group. Accordingly, there may be
risks of material misstatements related to revenue
recognition.

KB HGREMBRERBREAUBELE B
» BEENEARXRFRREz — HEHERA—IEE
BESTEE-FIL AR F TR ERENERRE
IR 3t B L B o

For the year ended 31 December 2020, the Group
recognised revenue from motor vehicles trading
business amounted to approximately HK$67,800,000,
of which (i) approximately HK$62,702,000 was derived
from sale transactions in situations where the Group
acted as a principal and had the primary responsibility
for fulfilling the promise to provide the specified goods
to customers; and (i) approximately HK$5,098,000
was derived from provision of agency and other
services for accessories sourcing where the Group
acted as an agent in arranging to provide the specified
goods to customers.
BE_Z_ZEF+__A=1+—HLEE> EEERE
A BEIHE EBMISWEEA67,800,0008 7T HH
()%962,702,0008 7t KRB EEEFATEALEE
TRERAREREEYNAGBEETIEEENHER
5 &(i)#95,098,0008 02k B ESEEEANERH
MEFREEEEMNAIEREME G RERTS

Our procedures in relation to management’s revenue
recognition included:

Eamey

ESAMEEERSRaNEraE:

We obtained an understanding of and assessing the
design, implementation and operating effectiveness
of key internal controls in relating to revenue
recognition;

BT BTGB R W T 50 B0 BE 58 P9 BRI B9 5%
ST B REEARML ;

We inspected agreements, on sample basis, to
identify terms and conditions which may affect
revenue recognition and assessing the Group’s
revenue recognition policies;
EERMBEEERTHERZEUHN IETZ BN S
HRIMRR RG> U Rt h SEENWRARES
BUR ;

We performed analytical review on revenue and
gross margin by motor vehicle products categories
to identify significant or unusual fluctuation on
revenue;
EEHRRABERENB DN G REFNTETD
HER > UHEN KGN KBNS ERE ;

We tested on a sample basis, the supporting
documentation and the contractual terms of sales
transactions;

ESHHMBREERETHERZNERAXFREHF

Eo
)
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KEY AUDIT MATTERS (continued)
Revenue recognition (continued)

INDEPENDENT AUDITOR’S REPORT
W% E RS

FARESTRIE (&
Wz iR ()

Refer to Note 5 to the consolidated financial statements. (continued) FEE2BiEEHMFEREMES (&

The Key Audit Matter
RASEE st 518

How our audit addressed the key audit matter

BEENENAEIRMBENSEE

The Group determined whether itself is acting
as a principal or agent required judgement and
consideration of all relevant facts and circumstances.
EERETEAGUFEAGMNERREENITHR
BHET TR EHBAEERIBMR

We focused on this area due to the significant
judgement involved in the assessment of
management’s determination of principal or agent for
the purpose of revenue recognition of motor vehicles
trading business.

EEMIZEE RN EEEM AEHEXB AR
RETFTEASHERRNESONTHEIREKRH
[

ERESEERAERARA | ZEZEFR

We assessed on a sample basis, whether specific
revenue transactions occurred on or before and after
the end of the reporting date had been recognised
in the appropriate financial years by comparing
the transactions selected with relevant underlying
documentation, including customers’ receipts and
goods delivery notes;

EERBEEERBLLBEERZ REAXH (81
BERWEkEmRXAE)  sHEN R E BEREATE
FENRENRERZESENBEEMBFEAES;

We reviewed and discussed with management of the
Group a number of sales contracts with customers
and purchase contracts with suppliers, on a sample
basis, assessing the management’s conclusion
based on the specific facts and circumstances and
the applicable accounting standard; and
EERMBREEEZINE SEEEEENRAER
FEAIUNZEEEESHN  UREBRERTINSE
BEEATHEEERBABEERBRLUKE
At EREHNGR ; &

We evaluated whether the Group’s presentation of
revenue on a gross basis (as a principal) versus a
net basis (as an agent) was in conformity with the
applicable accounting standard.

EETME SEERREEEEZ NG (FAEEAS
7)) BB EEE W (FRAIE) 2258 R2
DEBAE R —o

89
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INDEPENDENT AUDITOR’S REPORT
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KEY AUDIT MATTERS (continued)

REEFE (F

Fair value of financial assets at fair value through profit or loss BRAFEFAEZZEHEEZATE

Refer to Note 27 to the consolidated financial statements.

The Key Audit Matter
RASEE st 518

FLRGR O M BREM 27

How our audit addressed the key audit matter

BEENENAEIRMBENSEE

As at 31 December 2020, the Group held unlisted
equity investment in a limited partnership with carrying
amount of approximately HK$17,199,000 which is
classified as financial assets at fair value through profit
or loss. This financial asset does not has a quoted
market price in an active market.

RIBEZEF+"A=+—H> BS&EERNEREE
rEFBEFLTRELRE ZREELNA17,199,000%
T HEB D EARATESABGRZEMEE %/
BERFRETS L EMIBERE-

Our procedures in relation to the fair value of Group’s
unlisted equity investment (classified as financial assets at
fair value through profit or loss) included:

EEy ESEEZIFLITRERE DER/BRAFTESA
EHRZEMEE) 2 ATEMRRNZEFEE

- We assessed management’s evaluation in relation to
the financial assets based on the Group’s business
model for managing the financial assets and the
contractual cash flow characteristics of the financial
assets;

— EERE EEREETRBEEZEBEARER
BEZENRESRERE THEEEHSHNEE
258 ;

- We reviewed management’s assessment for the
financial assets at fair value through profit or loss
and the irrevocable election to designate investment
in equity instruments that would be measured
subsequent changes in fair value in profit or loss;

— GEERNEEENRATESABEGZEMEERK
UARA B EZIEERATARE 2 & F
KREBBZ ATEHEHRENIBERSE
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KEY AUDIT MATTERS (continued)

Fair value of financial assets at fair value through profit or loss

(continued)

Refer to Note 27 to the consolidated financial statements.

(continued)

The Key Audit Matter
FAREEE

INDEPENDENT AUDITOR’S REPORT
W% E RS

REEFE (F
BRATFEHARGZEMNEEZATE (B

FR2RGREGMBRRME27 (&)

How our audit addressed the key audit matter

ESNBEHNMEEMRENEN

The fair value valuation of the unlisted equity
investment is complex and requires the application of
significant judgment by the management.
MIFLTREREETATEGLENFEERE BEE
KEEBERERBEAHE-

We focused on this area due to the magniture of this
equity investment and significant judgement involved in
the assessment of management’s determination of fair
value of financial assets at fair value through profit or
loss.
ELERAAZEE N HRNZRERENEEREREIE
EBEEEATEFABGZEMEEZ A TER ZT
&% e B KA o

ERESEERAERARA | ZEZEFR

We enquired the management and assessed the
methodologies used in fair value measurement and
the appropriateness of the key assumptions and
parameters based on our knowledge of the unlisted
equity investments;
BENEZEHFLTREREZDH EERNEERE
B R RFEFTEZMAR EURBRERS
BHZIGEN ;

We checked, on sample basis, the accuracy and
relevance of the input data used such as comparing
key underlying financial data inputs to external
sources and investee’s financial statements and
management information as applicable.
EEHEREEMARABR 2 ERE RETY > F
WLEERASR BRI B BRI RE R MUK L&
REENVHBMREEEER (WEA) °
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INDEPENDENT AUDITOR’S REPORT
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OTHER MATTERS

The consolidated financial statements of the Group for the year
ended 31 December 2019 were audited by another auditor who
expressed an unqualified opinion on those consolidated financial
statements on 20 March 2020.

OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises the information included in the annual report,
other than the consolidated financial statements and our auditor’s
report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information 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 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.

HfthEI\
BEEREBE_T-AF+A=+—HLHF
ENGEMBREAS -2 RHMEZ H
R_Z_EF-_A_+HRNZEEEHBR
RERBREER-

Hith&EH

EFFHHMENES HMWENBSEFR
PREMIFMAER GG BREREEN
ZEEMER F RSN o

ESHEGMBRENERTIARERMSE
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nEASEm o
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TREBE-AENH EFTRAEEAKRS

EFSRERRMGSHMBRRAREN
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INDEPENDENT AUDITOR’S REPORT

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

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

° 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.

° 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.

° Evaluate the appropriateness of accounting policies used

and the reasonableness of accounting estimates and related
disclosures made by the directors.
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INDEPENDENT AUDITOR’S REPORT
WIS

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

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.

We communicate with those charged with governance regarding,
among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in
internal control that we identify during our audit.

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

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

CCTH CPA Limited
Certified Public Accountants
Hong Kong, 19 March 2021

Lee Chi Hang
Practising Certificate Number: PO1957

Unit 1510-1517, 15/F., Tower 2,
Kowloon Commerce Centre,

No. 51 Kwai Cheong Road,

Kwai Chung, New Territories, Hong Kong
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CoNsoLIDATED STATEMENT OF ProFiT OR Loss AND OTHER CoMPREHENSIVE INCOME
SelEahkEMZEWAHRREK

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

2020 2019
—EEF —E-NEF
Notes HK$’000 HK$’000
B 5k FHT AT
Continuing operations FHEIREET
Revenue & 5 69,069 326,155
Other income and losses, net Han A K B518 7% 38 7 (6,544) (464)
Changes in inventories anir B2 &)
of finished goods 23 (63,093) (355,612)
Other direct costs HMBEZR A (263) (15,272)
Employee benefit expenses BERAEX 10 (18,668) (21,016
Depreciation of property, MR REREITE
plant and equipment 17 (2,658) (2,714)
Depreciation of right-of-use assets ~ FFHEEETE 19 (362) (3,517)
Amortisation of intangible assets mTE RS 18 (33) (30)
Impairment of right-of-use assets EREEERE 19 - (4,390)
Impairment loss on BENVESEEK
trade deposits paid and HAthfE W =i IE
other receivables Z Bk 1E 28(a)&(c) (10,841) -
Reversal/(recognition) of provisions & # 0]/ (FE:3 33 4,248 (21,902)
Other expenses HMhFx (12,396) (25,169)
Finance costs = YDN 8 (201) (735)
Loss before income tax PRPTIS IR AIES 18 9 (41,742) (124,666)
Income tax credit FriSHRIE % 13 182 182
Loss for the year from REFEREEH 2 FHNEIE
continuing operations (41,560) (124,484)
Discontinued operations BARIEEEERE
Loss for the year from REDRIEREEE
discontinued operations FHEIE 14 = (9,138)
Loss for the year FHEE (41,560) (133,622)
Other comprehensive income Hith2mUkA
Items that may be subsequently HEOSEEN 7HEE B m
reclassified to profit or loss: ZIHEH !
Exchange differences arising on MEBINEBREE
translation of foreign operations bE R E %R 9,921 (3,179)
Reclassification adjustment relating SFFHE ZBINEF AR
to foreign operations disposed of B oHEAE - 4,696
Other comprehensive income FRHEMEEUA
for the year, net of tax B0 9,921 1,517
Total comprehensive loss FARNEHEREIE
for the year “azE (31,639) (132,105)
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CoNsoLIDATED STATEMENT OF ProFIT OR Loss AND OTHER CoMPREHENSIVE INCOME
FEelEashEMZEWRAHRREK

For the year ended 31 December 2020 #E"Z"ZF+"A=+—HIFE

2020 2019
“E-TF —Z—hEF
Notes HK$’000 HK$’000
B 5 FET BT
Loss attributable to: FE(LESHE -
Owners of the Company KABEB A (41,399) (127,674)
Non-controlling interests FEERR (161) (5,948)
(41,560) (133,622)
Loss attributable to TAREEA
the owners of the Company: fE{LETIE -
From continuing operations REFEREE (41,399) (118,536)
From discontinued operations KEDKRIEREER - (9,138)
(41,399) (127,674)
Loss attributable to the JEPERR RS FE(L SIS ©
non-controlling interests:
From continuing operations REFEKEER (161) (5,948)
From discontinued operations KEERIEREER = -
(161) (5,948)
Total comprehensive (loss)/income FRAEEZE
for the year attributable to: (B548) U A 48%E :
Owners of the Company KRBIEB A (32,021) (125,978)
Non-controlling interests JEVERR TS 382 (6,127)
(31,639) (132,105)
Total comprehensive loss for the ZTATEEAER
year attributable to the owners  FE{GREESIELEEE :
of the Company:
From continuing operations REFEKREER (32,021) (121,537)
From discontinued operations FEERIEREER = (4,441)
(32,021) (125,978)
Total comprehensive income/ JEERESENEE
(loss) attributable to the WA (F538) 4888 :
non-controlling interests:
From continuing operations REFEBREE 382 (6,127)
From discontinued operations KEDRIEREER - -
382 6,127)

ERESEERAERARA | ZEZEFR
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CoNsoLIDATED STATEMENT OF ProFiT OR Loss AND OTHER CoMPREHENSIVE INCOME
SelEahkEMZEWAHRREK

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

2020 2019
—E-EHE —E-NEF
Notes HK cents HK cents
B 5 Al 1
Loss per share attributable FATATEES AEGLER
to owners of the Company E518
for the year
Basic loss per share SREAKXBIE 15
From continuing and REFEKES R
discontinued operations BRIEKEER (0.53) 1.65)
From continuing operations REFEQEET (0.53) (1.53)
Diluted loss per share EBREEEE 15
From continuing and REBFERE K
discontinued operations BRI S K N/A B H N/A 4
From continuing operations REFELEET N/A RiEH N/A 78

The accompanying notes form an integral part of these consolidated

financial statements.

e
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CONSOLIDATED STATEMENT OF FINANCIAL PosiTioN
mEMBRRAER

As at 31 December 2020 MIZZEZZHE+-F=+—H
2020 2019
—ECEHF S — N
Notes HK$’000 HK$’000
B 5k FET BT
Non-current assets ERHEE
Property, plant and equipment LY ER T E Yk 17 26,849 27,931
Intangible assets mEEE 18 3 35
Right-of-use assets FREEE 19 2,646 463
Statutory deposits and other assets SEEL & RHEHME E 20 405 505
Interests in associates REE QB ZER 22 = -
Financial assets at fair value through %A F (&5t A Eth
other comprehensive income PEBAZEHEE 26 - 9,997
Financial assets at fair value through QA FEFTAEBREZ
profit or loss TREE 27 17,199 31,703
Rental and other deposits paid EVHESREMEE 28 1,660 2,327
48,762 72,961
Current assets MEBEE
Inventories FE8 23 144 52,530
Trade receivables FE U B 5 "R IE 24 15,835 31,835
Loans receivable FERE =X 25 - 2,832
Financial assets at fair value AT ESAERZ
through profit or loss THMEE 27 1,198 1,385
Prepayments, deposits SEENETER ?ﬁ%)ﬁ’z
and other receivables Hh FE W Rk T 28 66,914 32,531
Bank balances and cash IRITHE &}Ezi\
— trust accounts i = 29 16,256 5,740
Bank balances and cash IRITHEFRRIRE
- general accounts ——fRER P 29 93,556 113,059
193,903 239,912
Current liabilities ik R=Ri
Trade payables FE (T BB 2 2T 30 16,313 5,770
Other payables and accruals Hf&ﬁ’%ﬁ,\ IEE’Z)%%%’XIE 31 1,798 25,221
Contract liabilities R IR 32 - 4,118
Provisions B 33 12,350 21,549
Borrowings EE 34 186 2,377
Lease liabilities HEaE 35 1,410 3,258
32,057 62,293
Net current assets RHEERE 161,846 177,619
Total assets BEEEERTHER
less current liabilities 210,608 250,580
EEEEEREBRRAT | ZZE2EFER
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CONSOLIDATED STATEMENT OF FINANCIAL PosiTioN
mEMBNRRER

As at 31 December 2020 R_Z-_ZTE+_"_F=+—H
2020 2019
—ECEHF —E2—hHF
Notes HK$’000 HK$’000
B 5 FET BT
Non-current liabilities JERENEE
Lease liabilities HEaE 35 1,246 1,677
Deferred tax liabilities FERIBEE 36 2,745 2,927
3,991 4,604
Net assets BEEFE 206,617 245,976
Capital and reserves B 2 B (5
Share capital [N 37 77,489 77,489
Reserves Ei 128,902 161,059
Equity attributable to TATEE AEGER
owners of the Company 206,391 238,548
Non-controlling interests JEIERRIE S 226 7,428
Total equity REx4agE 206,617 245,976

The consolidated financial statements on pages 96 to 235 were S$96EEF235EMESHHERERLEES
approved and authorised for issue by the board of directors on 19 RZZE - —F=ZF+ A B AERBET)

March 2021 and are signed on its behalf by: WHMUTALTREREE
Wang Jiawei Lai Yuk Mui

EEE RES

Director Director

o )

The accompanying notes form an integral part of these consolidated — B&EMt BI M sE 1B Al IE S 45 & BE PSR | A0 — 26
financial statements. oAk
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CoNSOLIDATED STATEMENT oF CHANGES IN EauiTy
GRS FH KK

F+B=+—HLEFE

For the year ended 31 December 2020 EHZE

4 A
17177 O = |

Attributable to the owners of the Company

i—7—7

BRARAAE
Fair value
through other Share-based Non-
Share Share  comprehensive Special Statutory  Translation compensation  Accumulated controlling Total
capital premium  income reserve reserve reserve reserve reserve losses Total interests equity
(Note 38) ~ (Note 38[i)  (Note 38{ii)
(atoa))  Cestoem) (s
BATEIA
AfteE
BE  RWEE  WABE  BRRR iEER ERGE ROBREE  RnbR 45 GeRER  RR4E
HKS000 HK$'000 HK§'000 HK§'000 HK§'000 HKS'000 HKS'000 HKS'000 HK$000 HKS'000 HK$'000
TEL T T T T T TR TiEn T TEL T
Balance at 31 December 2018 RZE-N\E+ZA=t+-H2EH 7489 1,673,299 - 4719 3912 22,296 30564 (1403119 364,618 13,557 318,175
Impact on infial application of HKFRS 16 HREREAHBREEN S0 - - - - - - - [¢2] [¢2] ? 94
Balance at 1 January 2019 RZE-NE-A-RZEH 77489 1,678,299 - 4119 3912 22,29) 30564 (1403211 364,526 18,565 378,081
Loss for the year FRER - - - - - - - (127,674) (127,674) (5,048) (133622)
Other comprehensive income for the year FREMZENA - - - - - 1,69 - - 1,69 (179) 1517
Transferred to accumulated losses EREXYREEE

Upon lapse of share options - - - - - - (8.930) 8,930 - - -
Balance at 31 Decenoer 2019 and RIB-NETZAZT-BR

1 January 2020 ZECFF-B-HER 71489 1,673,299 - 47119 3912 (20,600) 21604 (1,521,05) 238,548 1428 245,076
Loss for the year FRER - - - - - - - (41,399) (41,309) (t61) (41,560)
Other comprehensive income for the year EREMRERA - - - - - 9,378 - - 9,378 543 9,921
Transferred to accumulated losses upon lapse ke

of share options - - - - - - (21,624 21,624 - - -
Fair value gains on financial assets at fair value throwgh ~~ RATEARMRENA 2 £BEEL

other comprehensive income ATEhE - - 1,106 - - - - - 1,106 5 1,164
Transferred to accumulated losses upon HERDTEFARMRENAL

disposal of financil assets a fai value SHAERENSATRNER

through other comprehensive income reserve - - (1,106) - - - - - 1,106 (58) (1,164)
Acquisiton of addtional nterest in subsiciaries WEKRATZBIMNER (HE21(1RQ)

[notes 21(1) and (2)) - - - - - - - (136) (136) (7,584) (1,120)
Balance at 31 December 2020 ZRIRETIACH-BER 71,489 1,673,299 - 4719 3912 (11,222) - (1,541,866) 206,391 26 206,617
The accompanying notes form an integral part of these consolidated BEMIBIMI sE BRI S S I FE MR —
financial statements. e
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CoNsOLIDATED STATEMENT oF CAsH FLows

mEREME

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

2020 2019
—ETHE “E—NF
Notes HK$’000 HK$'000
B 5k FHT AT
Operating activities REEE)
Loss before income tax bR PSR i /&5 18
Continuing operations FEREET (41,742) (124,666)
Discontinued operations B4R | E A 275 14 = (4,755)
Total loss before income tax BRPTIS IR Al ES 1B 40 28 (41,742) (129,421)
Adjustments for: FL RO R IREHEE )
Depreciation of property, ME B RREBITE
plant and equipment 2,658 2,829
(Gain)/loss on disposal of property, — HEY# S K L
plant and equipment 2 (&) R (55) 4
Amortisation of intangible assets B EERE 33 30
Impairment of right-of-use assets FREBEERE - 4,390
Written down of inventories FEMB - 1,486
Unrealised fair value loss on JFERERE Y
unlisted equity investment KB NFEEIE 7 15,732 1,650
Sundry income HIE A B = (35)
Depreciation of right-of-use assets EHEEEINE 362 3,517
Written off of property, YD 2 ~ B ES SRR 1 I B
plant and equipment N ) N 252 463
Provision for compensation and VERFEABYBEE K
legal fee for legal proceeding REMERE - 5,842
Provision for loss BEESHEIERRG
on onerous contracts - 16,060
Reversal of provision for loss on BEEENEEEERLD
onerous contracts N (4,248) -
Unrealised fair value losses HHEEZRERATE
on securities trading 518 180 519
Impairment loss on BNEBZEEkK
trade deposits paid and HMEWRIE 2 B E 1R
other receivables 10,841 -
Gain on lease termination HE& IS (1,720) -
Gain on lease modification HEEI WS (735) -
Interest income M EUWA (1,269) (560)
Dividend income B S A (100) (55)
Finance costs GI=IDEN 201 735
Operating cash flows before EESEEMEz
movements in working capital  REHeRE (19,610) (92,546)
Decrease in statutory deposits and A E R & K EHME E /D
other assets \ 100 -
Decrease in inventories FERLD ) 56,327 3,525
Decrease/(increase) in trade FEUN & S aiEm L, (3 0)
receivables 18,388 (8,323)
(Increase)/decrease in prepayments, FENHIE1ZE K
deposits and other receivables Hig g (g b (51,090) 66,593
Decrease in financial assets at fair ~ RRF(E AIB# 2
value through profit or loss B ERLD - 15,146
(Increase)/decrease in bank RITEER— E5LIRA
balances - trust accounts (1gm) R (10,516) 2,559
Increase/(decrease) in trade payables FE{TE ZIBEL N, GRiL 10,110 (2,501)
(Decrease)/increase in other payables EL1thF& (< 71 18 Kz & 51 FUIE
and accruals CRIZV) /38 (24,315) 8,836
(Decrease)/increase in contract EHE[/ CAL) /1HEm
liabilities (680) 1,896
Cash used in operating activities REEHEFAZIRE (21,286) (4,815)
Interest received 2F & 1,269 249
Net cash used in operating mEESEAZREFE
activities (20,017) (4,566)
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CoNSOLIDATED STATEMENT oF CAsH FLows

For the year ended 31 December 2020 #E"Z"ZF+"A=+—HIFE

4 A
17177 N |

RE

N =
ﬁf%

2020 2019
—ETHE “E—NF
Notes HK$’000 HK$ 000
B 5k FHT AT
Investing activities BEEE
Acquisition of property, by EN 2

plant and equipment (2,619) (1,372)
Proceeds from disposal of property, HEYE 142K

plant and equipment RAEFTSRIE 380 20
Net cash inflow from HE—BENBRABZ

disposal of a subsidiary WEFRA 41 = 1,765
Deposit from disposal of a subsidiary <&@ (Rig) /UWE H & —

(refunded)/received by the Group (NIEYNEIPE & (1,000) 1,710
Increase in loans receivable FEW B ZRIE N - (2,883)
Repayment of loans receivable BB ZER 2,857 5,382
Dividend received B S 100 55
Proceeds from redemption EOBRAFEFABRZ

of financial assets at fair value TRIEESRIEA

through profit or loss 7 29,684
Acquisition of additional interests WHEM B AR 2 BN ER

in subsidiaries (8,080) -
Investment in financial assets KRERERAFES AEM

at fair value through other SEBAZEMEE

comprehensive income - (10,176)
Proceeds from disposal of financial — HE&E & A F{E A EAM

assets at fair value through other 2EWAZ EREE

comprehensive income FTigsR18 11,161 -
Investment in financial assets 5% ﬁﬁ”‘&@ﬁfﬁ FAERZ

at fair value through profit or loss THEE - (52,913)
Interest received B WF 2 - 230
Net cash generated from/ KREZEBESE  (FHAH) 2

(used in) investing activities REFE 2,806 (28,498)
Financing activities LB E
Proceeds from unsecured borrowings & B ﬁt?&#%%zﬁﬁf 43 1,140 42,398
Repayment of lease liabilities HEEBRZER 43 (2,558) (3,779)
Repayment of bank borrowings IRITEMZER 43 (2,191) (2,121)
Repayment of unsecured borrowings EILIFER Z BN 43 (1,140) (42,398)
Interest paid B2 (52) (402)
Net cash used in RMEEHEAZ

financing activities REFE (4,801) (6,302)
Net decrease in cash and HERBEEEEERLVFE

cash equivalents (22,012) (39,366)
Cash and cash equivalents at FYzRERIRETEEER

the beginning of the year 113,059 153,054
Effect of foreign exchange rate X E

changes 2,509 (629)
Cash and cash equivalents FRZHEERREEEHIER

at the end of the year 93,556 113,059
Analysis of cash and FRZAERHAEEE

cash equivalents at IHES R

the end of the year
Bank balances and cash IRITAEREIRE

— general accounts ——RERP 93,556 113,059

The accompanying notes form an integral part of these consolidated

financial statements.
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NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS
z-&- L

T

& MR MW

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

GENERAL INFORMATION

Sinofortune Financial Holdings Limited (‘the Company”) was
incorporated as an exempted company with limited liability in
the Cayman Islands under the Companies Law of the Cayman
Islands. The Company’s registered office is situated at Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman KY1-
1111, Cayman lIslands. The Company’s principal place of
business is situated at 16th Floor, CMA Building, No. 64-66
Connaught Road Central, Hong Kong.

In the opinion of the directors of the Company, the ultimate
controlling party of the Company is Mr. Wang Jiawei, the
Chairman and executive director of the Company.

The Company’s shares are listed on the GEM of The Stock
Exchange of Hong Kong Limited (“the Stock Exchange”).

The Group, comprising the Company and its subsidiaries, is
principally engaged in (i) provision of securities and futures
contracts trading services in Hong Kong, (ii) trading and
principal investments in Hong Kong, and (i) sales of motor
vehicles, provision of agency services and accessories sourcing
in the PRC.

During the year ended 31 December 2019, the Group ceased
its business in the trading of electronic products, electronic
student cards and school safety products and provision of
electronic student card platform, which are classified as
discontinued operations in the Group’s consolidated financial
statements for the year ended 31 December 2019.

The functional currency of the Company is Hong Kong dollar
(“HK$”). The consolidated financial statements are presented
in Hong Kong dollars as management of the Company
considered it is more beneficial to users of the consolidated
financial statements. All values stated in these consolidated
financial statements are rounded to the nearest thousands
Hong Kong dollars (HK$’000), unless otherwise stated.

—REH

EZERSETEERRAT ((KAF) &
HEeEHEREMNESHERBAEMAR
UABERRERAD AR Z M
M E BRI Cricket Square, Hutchins
Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman lIslands° Z&A T 2
FTEEEMBUNET B THEBET64-66
R E g KEI16E

KRB ERRR BRBZREES T
BMERNBEFERATESIEREE

TABRPREBHERZAARAE
(Tt 32 Ffr 1) GEM LT @
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APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
Amendments to HKFRSs that are mandatorily effective
for the current year

In the current year, the Group has applied the Amendments to
References to the Conceptual Framework in HKFRS Standards
and the following amendments to HKFRSs issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) for
the first time, which are mandatorily effective for the annual
period beginning on or after 1 January 2020 for the preparation
of the consolidated financial statements:

HKAS 1 and
HKAS 8 (Amendments)

Definition of Material

HKFRS 3 (Amendments) Definition of a Business

HKFRS 9, HKAS 39
and HKFRS 7 (Amendments)

Interest Rate
Benchmark Reform

Except as described below, the application of the Amendments
to References to the Conceptual Framework in HKFRS
Standards and the amendments to HKFRSs in the current
year had no material impact on the Group’s financial positions
and performance for the current and prior years and/or on the
disclosures set out in these consolidated financial statements.

Impacts on application of Amendments to HKFRS 3
Definition of a Business

The Group has applied the amendments for the first time in
the current year. The amendments clarify that while business
usually have outputs, outputs are not required for an integrated
set of activities and assets to qualify as a business. 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.
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2.

APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(continued)

Impacts on application of Amendments to HKFRS 3
Definition of a Business (continued)

The amendments remove the assessment of whether
market participants are capable of replacing any missing
inputs or processes and continuing to produce outputs. The
amendments also introduce additional guidance that helps to
determine whether a substantive process has been acquired.

In addition, the amendments introduce an optional
concentration test that permits a simplified assessment of
whether an acquired set of activities and assets is not a
business. Under the optional concentration test, the acquired
set of activities and assets is not a business if substantially all
of the fair value of the gross assets acquired is concentrated in
a single identifiable asset or group of similar assets. The gross
assets under assessment exclude cash and cash equivalents,
deferred tax assets, and goodwill resulting from the effects
of deferred tax liabilities. The election on whether to apply
the optional concentration test is available on transaction-by-
transaction basis.

The amendments had no impact on the consolidated financial
statements of the Group but may impact future periods should
the Group make any acquisition.
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2. APPLICATION OF AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(continued)

New and revised HKFRSs issued but not yet effective

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

effective:

HKFRS 17

HKFRS 16 (Amendments)
HKFRS 3 (Amendments)
HKFRS 9, HKAS 39,

HKFRS 7, HKFRS 4
and HKFRS 16 (Amendments)

HKFRS 10 and HKAS 28
(Amendments)

HKFRS 1 (Amendments)

HKAS 16 (Amendments)

HKAS 37 (Amendments)

HKFRSs (Amendments)

Insurance Contracts and
the related Amendments'’

Covid-19-Related Rent
Concessions*

Reference to the
Conceptual Framework?

Interest Rate Benchmark
Reform — Phase 2°

Sale or Contribution
of Assets between
an Investor and
its Associate or
Joint Venture®
Classification of
Liabilities as Current
or Non-current and
related amendments
to Hong Kong
Interpretation 5 (2020)'
Property, Plant and
Equipment — Proceeds
before Intended Use?
Onerous Contracts — Cost
of Fulfilling a Contract?
Annual Improvements to
HKFRSs 2018-2020?

! Effective for annual periods beginning on or after 1 January 2023

2 Effective for annual periods beginning on or after 1 January 2022

8 Effective for annual periods beginning or after a date to be determined
4 Effective for annual periods beginning on or after 1 June 2020

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

The directors of the Company anticipate that the application
of these new and amendments to HKFRSs, which are not yet
effective, will have no material impact on the consolidated
financial statements in the foreseeable future.
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

3.

SIGNIFICANT ACCOUNTING POLICIES

3.1

Basis of preparation of consolidated financial
statements

The consolidated financial statements have been
prepared in accordance with Hong Kong Financial
Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”).
For the purpose of preparation of the consolidated
financial statements, information is considered material
if such information is reasonably expected to influence
decisions made by primary users. In addition, the
consolidated financial statements include applicable
disclosures required by the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (‘GEM Listing
Rules”) and by the Hong Kong Companies Ordinance.

The consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments, which are measured at fair values,
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 and 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 share-based payment transactions that
are within the scope of HKFRS 2 Share-based Payment,
leasing transactions that are accounted for in accordance
with 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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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.1

Basis of preparation of consolidated financial
statements (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 technique 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:

° 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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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
The principal accounting policies are set out below:

3.2 Basis of consolidation
The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company and its subsidiaries. Control is
achieved when the Company:

° has power over the investee;

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

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

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

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group 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.

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
3.2 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.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which
represent present ownership interests entitling their
holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.

Business combinations or asset acquisitions
Optional concentration test

Effective from 1 January 2020, the Group can elect to
apply an optional concentration test, on a transaction-
by-transaction basis, that permits a simplified assessment
of whether an acquired set of activities and assets is not
a business. The concentration test is met if substantially
all of the fair value of the gross assets acquired is
concentrated in a single identifiable asset or group
of similar identifiable assets. The gross assets under
assessment exclude cash and cash equivalents, deferred
tax assets, and goodwill resulting from the effects of
deferred tax liabilities. If the concentration test is met,
the set of activities and assets is determined not to be a
business and no further assessment is needed.

Asset acquisitions

When the Group acquires a group of assets and liabilities
that do not constitute a business, the Group identifies
and recognises the individual identifiable assets acquired
and liabilities assumed by allocating the purchase price
first to financial assets/financial liabilities at the respective
fair values, the remaining balance of the purchase price
is then allocated to the other identifiable assets and
liabilities on the basis of their relative fair values at the
date of purchase. Such a transaction does not give rise to
goodwill or bargain purchase gain.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.2 Basis of consolidation (continued)

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

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

o deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 /ncome Taxes and HKAS 19 Employee
Benefits respectively;

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

° assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued
Operations are measured in accordance with that
standard; and
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SIGNIFICANT ACCOUNTING POLICIES (continued)
3.2 Basis of consolidation (continued)

Business combinations or asset acquisitions

(continued)

Business combinations (continued)

° lease liabilities are recognised and measured at the
present value of the remaining lease payments (as
defined in HKFRS 16) as if the acquired leases were
new leases at the acquisition date, except for leases
for which (a) the lease term ends within 12 months
of the acquisition date; or (b) the underlying asset
is of low value. Right-of-use assets are recognised
and measured at the same amount as the relevant
lease liabilities, adjusted to reflect favourable or
unfavourable terms of the lease when compared
with market terms.

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

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate share
of the relevant subsidiary’s net assets in the event of
liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets or at fair value.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.2 Basis of consolidation (continued)

Changes in the Group’s interests in existing
subsidiaries
Changes in the Group’s interests in subsidiaries that do
not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying
amounts of the Group’s relevant components of equity
and the non-controlling interests are adjusted to reflect
the changes in their relative interests in the subsidiaries,
including re-attribution of relevant reserves between the
Group and the non-controlling interests according to the
Group’s and the non-controlling interests’ proportionate
interests.

Any difference between the amount by which the non-
controlling interests are adjusted, and the fair value of the
consideration paid or received is recognised directly in
equity and attributed to owners of the Company.

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling
interests (if any) are derecognised. A gain or loss is
recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any
retained interest and (i) the carrying amount of the
assets (including goodwill), and liabilities of the subsidiary
attributable to the owners of the Company. All amounts
previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the
Group had directly disposed of the related assets or
liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/
permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date
when control is lost is regarded as the fair value on initial
recognition for subsequent accounting under HKFRS 9
Financial Instruments (“HKFRS 9”) or, when applicable,
the cost on initial recognition of an investment in an
associate or a joint venture.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3

Investments in associates

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 associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when the
investment, or a portion thereof, is classified as held for
sale, in which case it is or the portion so classified is
accounted for in accordance with HKFRS 5 Non-current
Assets Held for Sale and Discontinued Operations. Any
retained portion of an investment in an associate that
has not been classified as held for sale continues to be
accounted for using the equity method. The financial
statements of associates 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 of
the associate. Changes in net assets of the associate
other than profit or loss and other comprehensive income
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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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3

Investments in associates (continued)

An investment in an associate 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 an 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 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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3. SIGNIFICANT ACCOUNTING POLICIES (continued)

3.3

Investments in associates (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
of 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 other comprehensive income
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 other comprehensive income 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 other comprehensive income 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.

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 consolidated
financial statements only to the extent of interests in the
associate that are not related to the Group.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.4 Non-current assets held for sale

Non-current assets (and disposal groups) are classified
as held for sale if their carrying amount will be recovered
principally through a sale transaction rather than
through continuing use. This condition is regarded as
met only when the asset (or disposal group) is available
for immediate sale in its present condition subject
only to terms that are usual and customary for sales
of such asset (or disposal group) and its sale is highly
probable. Management must be committed to the sale,
which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving loss
of control of a subsidiary, all of the assets and liabilities
of that subsidiary are classified as held for sale when the
criteria described above are met, regardless of whether
the Group will retain a non-controlling interests in the
relevant subsidiary after the sale.

When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment,
in an associate, the investment or the portion of the
investment that will be disposed of is classified as held
for sale when the criteria described above are met, and
the Group discontinues the use of the equity method in
relation to the portion that is classified as held for sale
from the time when the investment (or a portion of the
investment) is classified as held for sale.

Non-current assets (and disposal groups) classified as
held for sale are measured at the lower of their previous
carrying amount and fair value less costs to sell except
for financial assets within the scope of HKFRS 9 and
investment properties which continue to be measured
in accordance with the accounting policies as set out in
respective sections.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Revenue from contracts with customers

The Group recognises revenue when (or as) a
performance obligation is satisfied, i.e. when “control”
of the goods or services underlying the particular
performance obligation is transferred to the customer.

A performance obligation represents goods or service (or
a bundle of goods or services) that is distinct or a series
of distinct goods or services that are substantially the
same.

Control is transferred over time and revenue is recognised
over time by reference to the progress towards complete
satisfaction of the relevant performance obligation if one
of the following criteria is met:

° The customer simultaneously receives and
consumes the benefits provided by the Group’s
performance as the Group performs;

° The Group’s performance creates and enhances
an asset that the customer controls as the Group
performs; or

o The Group’s performance does not create an
asset with an alternative use to the Group and the
Group has an enforceable right to payment for
performance completed to date.

Otherwise, revenue is recognised at point in time when
the customer obtains control of the distinct goods or
services.

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not yet
unconditional. It is assessed for impairment in accordance
with HKFRS 9. In contrast, a receivable represents the
Group’s unconditional right to consideration, i.e. only
the passage of time is required before payment of that
consideration is due.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Revenue from contracts with customers (continued)

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to the
same contract are accounted for and presented on a net
basis.

In determining the transaction price, the Group adjusts
the promised amount of consideration for the effects of
the time value of money if the timing of payments agreed
(either explicitly or implicitly) provides the customer or
the Group with a significant benefit of financing the
transfer of goods or services to the customer. In those
circumstances, the contract contains a significant
financing component. A significant financing component
may exist regardless of whether the promise of financing
is explicitly stated in the contract or implied by the
payment terms agreed to by the parties to the contract.

For contracts where the period between payment and
transfer of the associated goods or services is less than
one year, the Group applies the practical expedient of not
adjusting the transaction price for any significant financing
component.
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When another party is involved in providing goods or
services to a customer, the Group determines whether
the nature of its promise is a performance obligation to
provide the specified goods or services itself (i.e. the
Group is a principal) or to arrange for those goods or
services to be provided by the other party (i.e. the Group
is an agent).

The Group is a principal if it controls the specified goods
or services before that goods or services is transferred to
a customer.

The Group is an agent if its performance obligation is
to arrange for the provision of the specified goods or
services by another party. In this case, the Group does
not control the specified goods or services provided
by another party before that goods or services is
transferred to the customer. When the Group acts as an
agent, it recognises revenue in the amount of any fee or
commission to which it expects to be entitled in exchange
for arranging for the specified goods or services to be
provided by the other party.

Further details of the Group’s revenue and other income
recognition policies are as follows:

Revenue from contracts with customers

(@@ Commission income from securities and futures
brokerage is recognised at point in time on a trade
date basis.

(b)  Service income is recognised at point in time when
the relevant services have been rendered.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.5 Revenue from contracts with customers (continued)
Principal versus agent (continued)
Revenue from contracts with customers (continued)

(©

Revenue from sales of motor vehicles is recognised
at point in time when the customer obtains control
of the promised goods or services in the contract.
If the products are a partial fulfilment of a contract
covering other goods and/or services, then the
amount of revenue recognised is an appropriate
proportion of the total transaction price under the
contract, allocated between all the goods and
services promised under the contract on a relative
stand-alone selling price basis.

Agency income recognised at point in time from
trading of motor vehicles and accessories sourcing
is recognised on a net basis, when the agency
services have been rendered.

Other revenue, other income and gains

(e

Interest income is recognised using the effective
interest method. When a loan and receivable is
impaired, the Group reduces the carrying amount to
its recoverable amount, being the estimated future
cash flow discounted at the original effective interest
rate of the instrument, and continues unwinding
the discount as interest income. Interest income on
impaired loans and receivables is recognised using
the original effective interest rate.

Dividend income is recognised when the right to
receive payment is established.

Government grants and subsidies

Grants and subsidies from the government are
recognised at their fair value where there is a
reasonable assurance that the grant or subsidies
will be received and the Group will comply with all
attached conditions.

Realised fair value gains or losses on securities
trading are recorded on a trade date basis whilst
unrealised fair value gains or losses are recorded on
change in fair value on the reporting period.
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A contract is, or contains, a lease if the contract conveys
the right to control the use of an identified asset for a
period of time in exchange for consideration.

For contracts entered into or modified on or after
the date of initial application or arising from business
combinations, 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. As a practical expedient, leases
with similar characteristics are accounted on a portfolio
basis when the Group reasonably expects that the effects
on the consolidated financial statements would not differ
materially from individual leases within the portfolio.

The Group as a lessee

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.

Short-term leases and leases of low-value assets

The Group applies the short-term lease recognition
exemption to leases 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 leases 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
or another systematic basis over the lease term.

ERESEERAERARA | ZEZEFR

3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEGHHE
3.6 Lease 3.6 8
Definition of a lease HENES

MREMBREER L —EHIME
PR 2 ) 42 7B B! B E RO 16 AR DU ER
KB AEHREESGATES
HE-

HRERERAERI BTN
EBIRRAEBEHMELENS
W AEERBEBUYHBRSE
AE16E T ESR  REEM%A
HESESTHBARRBE R (0@
B et RrEEENR
62 & o FRIES A9 BY R FRAD %
HEERBEL TRITEEMN
FEERGHO -ERAITERES
T EBEAEEGERBENNASR
BLUFHENEENEGAHEEN
NAHERNEEEESEEETT
S RENFROMBRENTE
FTEEERER AZEGEE
EITEstEE

ZTEBEBE-A
DB E S AIHIAE BB 77
HRe=HEHEMED Kk—IE
ZIRBEINMEAENIFHEER D
MEN AERERKSAEEN
BONENBEEEREIFEEAR
R ER ) BY B B ER B S AR
BHrBEEZXHEEEMED -

S ERIAEEEEHE
AEEGEFRKL BHESERR
12EFHUT RIS BEEEE
MWEERAEREEmIHRE-
HIREEEEAERBES
B -mEERKEEEEM
EMEENRNEBRNUEGE
% m— BB AN T AR DR
%o

123



NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS

e M RRMNE

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.6 Lease (continued)
The Group as a lessee (continued)
Right-of-use assets
The cost of right-of-use assets 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;

o any initial direct costs incurred by the Group; and

° an estimate of costs to be incurred by the Group
in dismantling and removing the underlying assets,
restoring the site on which it is located or restoring
the underlying asset to the condition required by the
terms and conditions of the lease.

Right-of-use assets in which the Group is reasonably
certain to obtain ownership of the underlying leased
assets at the end of the lease term 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.

Refundable rental deposits

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

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.6 Lease (continued)
The Group as a lessee (continued)
Lease liabilities (continued)
The lease payments include:

° 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;

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

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

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

After the commencement date, lease liabilities are
adjusted by interest accretion and lease payments.

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

° the lease term has changed or there is a change in
the assessment of exercise of a purchase option, in
which case the related lease 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.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.6 Lease (continued)

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

o 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.

For a lease modification that is not accounted for as a
separate lease, the Group remeasures the lease liability,
less any lease incentives receivable, 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 assets. 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FEGHHE
3.7 Foreign currencies 3.7 S

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. Non-monetary items carried at fair value that are
denominated in foreign currencies are retranslated at
the rates prevailing on the date when the fair value was
determined. Non-monetary items that are measured
in terms of historical cost in a foreign currency are not
retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise, except for exchange differences on
monetary items receivable from or payable to a foreign
operation for which settlement is neither planned
nor likely to occur (therefore forming part of the net
investment in the foreign operation), which are recognised
initially in other comprehensive income and reclassified
from equity to profit or loss on disposal or partial disposal
of the Group’s foreign operations.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s
operations are translated into the presentation currency
of the Group (i.e. Hong Kong dollars) using exchange
rates prevailing at the end of each reporting period.
Income and expenses items are translated at the average
exchange rates for the period, unless exchange rates
fluctuate significantly during that period, in which case
the exchange rates at the date of transactions are used.
Exchange differences arising, if any, are recognised in
other comprehensive income and accumulated in equity
under the heading of translation reserve (attributed to
non-controlling interests as appropriate).
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

3.7

3.8

Foreign currencies (continued)

On the disposal of a foreign operation (that is, a disposal
of the Group’s entire interest in a foreign operation, or a
disposal involving loss of control over a subsidiary that
includes a foreign operation, or a partial disposal of an
associate that includes a foreign operation of which the
retained interest becomes a financial asset), all of the
exchange differences accumulated in equity in respect of
that operation attributable to the owners of the Company
are reclassified to profit or loss.

In addition, in relation to a partial disposal of a subsidiary
that does not result in the Group losing control over
the subsidiary, the proportionate share of accumulated
exchange differences are re-attributed to non-controlling
interests and are not recognised in profit or loss. For all
other partial disposals (i.e. partial disposals of associates
that do not result in the Group losing significant
influence), the proportionate share of the accumulated
exchange differences is reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a foreign
operation are treated as assets and liabilities of that
foreign operation and translated at the rate of exchange
prevailing at the end of each reporting period. Exchange
differences arising are recognised in other comprehensive
income.

Borrowing costs
All borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.9 Employee benefits

(a)

EREEERARQARF | ZT=F

Retirement benefit costs

Payments to defined contribution retirement
benefit plans are recognised as an expense when
employees have rendered service entitling them to
the contributions.

The Group operates a defined contribution
Mandatory Provident Fund retirement benefits
scheme (the “MPF Scheme”) under the Mandatory
Provident Fund Schemes Ordinance, for those
employees who are eligible to participate in the
MPF Scheme. Contributions are made based on
a percentage of the employees’ basic salaries
and are charged to the consolidated statement
of profit or loss and other comprehensive income
as they become payable in accordance with the
rules of the MPF Scheme. The assets of the MPF
scheme are held separately from those of the
Group in an independently administered fund. The
Group’s employer contributions vest fully within the
employees when contributed into the MPF Scheme.
During the reporting period, the total amount of
forfeited contributions, which arose upon employees
leaving the MPF Scheme and available to reduce the
contribution payable in future years was nil (2019:
Nil).

Retirement benefits to employees in the PRC are
provided through a defined contribution plan.
The Group is required to participate in a central
pension scheme operated by the local municipal
government. The Group is required to contribute
certain percentage of its payroll costs to the
central pension scheme. The contributions are
charged to the consolidated statement of profit
or loss and other comprehensive income as they
become payable in accordance with the rules of the
central pension scheme. The Group has no legal or
constructive obligations to pay further contributions
after payment of the fixed contribution.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.9 Employee benefits (continued)

(b)

Share-based compensation

The Group operates an equity-settled, share-based
compensation plan, under which the entity receives
services from employees as consideration for equity
instruments (options) of the Group. The fair value of
the employee services received in exchange for the
grant of the options is recognised as an expense.
The total amount to be expensed is determined by
reference to the fair value of the options granted:

° including any market performance conditions
(for example, an entity’s share price);

o excluding the impact of any service and non-
market performance vesting conditions (for
example, profitability, sales growth targets and
remaining an employee of the entity over a
specified time period); and

° including the impact of any non-vesting
conditions (for example, the requirement for
employees to save).

Non-market performance and service conditions
are included in assumptions about the number of
options that are expected to vest. The total expense
is recognised over the vesting period, which is
the period over which all of the specified vesting
conditions are to be satisfied.

At the end of each reporting period, the Group
revises its estimates of the number of options that
are expected to vest based on the non-marketing
performance and service conditions. It recognises
the impact of the revision to original estimates,
if any, in the consolidated statement of profit or
loss and other comprehensive income, with a
corresponding adjustment to equity.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.9 Employee benefits (continued)

(b)

(c)

Share-based compensation (continued)

When the options are exercised, the Company
issues new shares. The proceeds received net
of any directly attributable transaction costs are
credited to share capital.

The grant by the Company of options over its
equity instruments to the employees of subsidiary
undertakings in the Group is treated as a capital
contribution. The fair value of employee services
received, measured by reference to the grant
date fair value, is recognised over the vesting
period as an increase to investment in subsidiary
undertakings, with a corresponding credit to equity
in the parent entity accounts.

Termination benefits

Termination benefits are payable when employment
is terminated by the Group before the normal
retirement date, or whenever an employee accepts
voluntary redundancy in exchange for these
benefits. The Group recognises termination benefits
at the earlier of the following dates: (a) when the
group can no longer withdraw the offer of those
benefits; and (b) when the entity recognises costs
for a restructuring that is within the scope of HKAS
37 Provisions, Contingent Liabilities and Contingent
Assets and involves the payment of termination
benefits. In the case of an offer made to encourage
voluntary redundancy, the termination benefits are
measured based on the number of employees
expected to accept the offer. Benefits falling due
more than 12 months after the end of the reporting
period are discounted to their present value.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.10 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
income tax 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 profits will be available against which those
deductible temporary differences can be utilised. Such
deferred tax assets and liabilities are not recognised if
the temporary difference arises from the initial recognition
(other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable
profit nor the accounting profit. In addition, deferred tax
liabilities are not recognised if the temporary difference
arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments in
subsidiaries and associates, 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3.
3.10 Taxation (continued)

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

Deferred tax 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 rate (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.

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 are recognised in profit or loss,
except when they relate to items that are recognised in
other comprehensive income or directly in equity, in which
case, the current and deferred tax are also recognised
in other comprehensive income or directly in equity
respectively. Where current tax or deferred tax arises from
the initial accounting for a business combination, the
tax effect is included in the accounting for the business
combination.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.11 Property, plant and equipment

Property, plant and equipment are tangible assets that
are held for use in the production or supply of goods or
services, or for administrative purposes. Property, plant
and equipment are stated in the consolidated statement
of financial position at cost less subsequent accumulated
depreciation and subsequent accumulated impairment
losses, if any.

Depreciation is recognised so as to write off the cost
of assets 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, as follows:

Plant and machinery
Leasehold land and buildings
Leasehold improvements

10 years

25 years

3 to 5 years, or over
the term of leases

if shorter
Office equipment and furniture 3 to 5 years
Computer equipment 3 years

Motor vehicles 3 to 10 years

An item of property, 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 property, 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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.12 Intangible assets

(a)

(b)

(c)

Goodwill

Goodwill arises on the acquisition of subsidiaries
and represents the excess of the consideration
transferred, the amount of any non-controlling
interests in the acquiree and the acquisition-date fair
value of any previous equity interest in the acquiree
over the fair value of the identified net assets
acquired.

For the purpose of impairment testing, goodwill
acquired in a business combination is allocated
to each of the cash-generating units (‘“CGUs”), or
groups of CGUs, that is expected to benefit from
the synergies of the combination. Each unit or
group of units to which the goodwill is allocated
represents the lowest level within the entity at which
the goodwill is monitored for internal management
purposes. Goodwill is monitored at the operating
segment level.

Goodwill impairment reviews are undertaken
annually or more frequently if events or changes in
circumstances indicate a potential impairment. The
carrying value of the CGU containing the goodwill is
compared to the recoverable amount, which is the
higher of value in use and the fair value less costs of
disposal. Any impairment is recognised immediately
as an expense and is not subsequently reversed.

Trading rights

The Group’s intangible assets represent eligibility
rights to trade on or through the Stock Exchange
and on the Hong Kong Future Exchange Limited. The
trading rights are carried at cost less accumulated
amortisation and accumulated impairment losses, if
any.

Software

The software has a finite useful life and is carried at
cost less accumulated amortisation and impairment.
Amortisation is calculated using the straight-line
method to allocate the cost of software over its
estimated useful life from 3 to 10 years.

ERESEERAERARA | ZEZEFR

3. FEGHHE
3.12 EFEE

(a)

(b)

(c)

BE
HERWERE LS RE
ToRIFTEENAE WU
B EMIFERER SRR
E R oAl S 4 U BB 77 B AR 1
REREBRRNATESRE
W Rl B EEFERN AT
BERBELR

FURERAEME  £H G H
IS A ER S EESER
B BR G HIBRERmAY
ReEEEMU (REELE
i) IR ELEEMMER -
SEESECHENEMNE
Bl ERRA R SRS E
MERBENREREE- &
BREENBREmEREEZE-

BEEEEERARSRER
B AEEEHABRELE
AT BE R IRBE R B
BERRB-LIHENRE
EE B REESE A IRE
=2 B EREERATE
B E R UREE R )
TELL 8 o 35 3R R (B BD By B
X BT gEOe

X5

rEBZEVEERRNE
BEI T RERBPERZR
ERQARDEBEEZGERE
) o 32 5 18 TH 4% B 7 Rl R 5t
B Rt RERE WA)
BB o

L7 dhs

R BREREBFER I
2R AR R 5T B KR E 2
AR-BISRBEMRASE
FERHEEE R ERFEHSS
FE10FER DB A o

135



136

NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS

4 A

T

=

Bt %5 ¥ &= MY 5E

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

3.

SIGNIFICANT ACCOUNTING POLICIES (continued)
3.13 Impairment on property, plant and equipment, right-

of-use assets, and intangible assets other than
goodwill

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

The recoverable amount of property, plant and
equipment, right-of-use assets, and intangible 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 testing a cash-generating unit for impairment,
corporate assets are allocated to the relevant cash-
generating unit when a reasonable and consistent basis
of allocation can be established, or otherwise they
are allocated to the smallest group of cash generating
units for which a reasonable and consistent allocation
basis can be established. The recoverable amount is
determined for the cash-generating unit or group of cash-
generating units to which the corporate asset belongs,
and is compared with the carrying amount of the relevant
cash-generating unit or group of cash-generating units.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3.
3.13 Impairment on property, plant and equipment, right-

of-use assets, and intangible assets other than
goodwill (continued)

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) 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. In allocating the
impairment loss, the impairment loss is allocated first to
reduce the carrying amount of any goodwill (if applicable)
and then to the other assets on a pro-rata basis based
on the carrying amount of each asset in the unit or 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 (or cash-generating unit
or a group of cash-generating units) is increased to the
revised estimate of its recoverable amount, but so that
the increased carrying amount does not exceed the
carrying amount that would have been determined had no
impairment loss been recognised for the asset (or a cash-
generating unit or a group of cash-generating units) in
prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES (continued)

3.14

3.15

Inventories

Inventories are stated at the lower of cost and net
realisable value. Cost is determined using the first-in first
out method for the finished goods (motor vehicles) and
the weighted average method for accessories of motor
vehicles. Net realisable value is the estimated selling price
in the ordinary course of business less the estimated
costs necessary to make the sale.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required to
settle that obligation, and a reliable estimate can be made
of the amount of the obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle the
present obligation at the end of the reporting period,
taking into account the risks and uncertainties
surrounding the obligation. When a provision is measured
using the cash flows estimated to settle the present
obligation, its carrying amount is the present value of
those cash flows (where the effect of the time value of
money is material).

When some or all of the economic benefits required to
settle a provision are expected to be recovered from a
third party, a receivable is recognised as an asset if it is
virtually certain that reimbursement will be received and
the amount of the receivable can be measured reliably.

Onerous contract

Present obligations arising under onerous contracts are
recognised and measured as provisions. An onerous
contract is considered to exist where the Group has a
contract under which the unavoidable costs of meeting
the obligations under the contract exceed the economic
benefits expected to be received from the contract.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3.
3.16 Financial instruments

FTEFHEE (&
3.16 €M T A

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

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are initially
measured in accordance with HKFRS 15. 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.

Dividend income which are derived from the Group’s
ordinary course of business are included in other income
and losses, net.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 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

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.

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

° 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, except that at initial recognition of a financial
asset the Group may irrevocably elect to present
subsequent changes in fair value of an equity investment
in other comprehensive income if that equity investment
is neither held for trading nor contingent consideration
recognised by an acquirer in a business combination to
which HKFRS 3 Business Combinations applies.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)
Financial assets (continued)
Classification and subsequent measurement of financial
assets (continued)
A financial asset is held for trading if:

it has been acquired principally for the purpose of
selling in the near term; or

on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern
of short-term profit-taking; or

it is a derivative that is not designated and effective
as a hedging instrument.

In addition, the Group may irrevocably designate a
financial asset that are required to be measured at the
amortised cost or FVTOCI as measured at FVTPL if doing
so eliminates or significantly reduces an accounting
mismatch.

(i)

Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost and debt
instruments/receivables subsequently measured at
FVTOCI. 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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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)
Financial assets (continued)
Classification and subsequent measurement of financial
assets (continued)

(ii

(ii)

Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and
losses arising from changes in fair value recognised
in other comprehensive income and accumulated
in the FVTOCI reserve; and are not subject to
impairment assessment. The cumulative gain or loss
will not be reclassified to profit or loss on disposal
of the equity investments, and will be transferred to
accumulated losses.

Dividends from these investments in equity
instruments are recognised in profit or loss when the
Group’s right to receive the dividends is established,
unless the dividends clearly represent a recovery
of part of the cost of the investment. Dividends are
included in the other income line item in profit or
loss.

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
excludes any dividend or interest earned on the
financial asset and is included in the “other income”.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. XTEGHHEK &
3.16 Financial instruments (continued) 3.16 #fI A (&
Financial assets (continued) ETHEE (&)

Impairment of financial assets A E e

The Group performs impairment assessment under
expected credit loss (“ECL”) model on financial assets
(including trade receivables, loans receivable, other
receivables, bank balances and cash - trust accounts
and bank balances and cash — general accounts) which
are subject to impairment assessment under HKFRS 9.
The amount of ECL is updated at each reporting date to
reflect changes in credit risk since initial recognition.

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

The Group always recognises lifetime ECL for trade
receivables.

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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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

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

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

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

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

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

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

(i)

Significant increase in credit risk (continued)

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

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

Definition of default

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

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion is
more appropriate.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)

Financial assets (continued)

Impairment of financial assets (continued)

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

(@)

significant financial difficulty of the issuer or the
borrower;

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

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

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

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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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)

(iv)

Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation
or has entered into bankruptcy proceedings.
Financial assets written off may still be subject to
enforcement activities under the Group’s recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a 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, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data and forward-looking
information. Estimation of ECL reflects an unbiased
and probability-weighted amount that is determined
with the respective risks of default occurring as the
weights.

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

For a financial guarantee contract, the Group is
required to make payments only in the event of a
default by the debtor in accordance with the terms
of the instrument that is guaranteed. Accordingly,
the ECL is the present value of the expected
payments to reimburse the holder for a credit loss
that it incurs less any amounts that the Group
expects to receive from the holder, the debtor or any
other party.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)
Financial assets (continued)
Impairment of financial assets (continued)
(v)  Measurement and recognition of ECL (continued)

For undrawn loan commitments, the ECL is
the present value of the difference between the
contractual cash flows that are due to the Group if
the holder of the loan commitments draws down the
loan, and the cash flows that the Group expects to
receive if the loan is drawn down.

For ECL on financial guarantee contracts or on
loan commitments for which the effective interest
rate cannot be determined, the Group will apply
a discount rate that reflects the current market
assessment of the time value of money and the risks
that are specific to the cash flows but only if, and to
the extent that, the risks are taken into account by
adjusting the discount rate instead of adjusting the
cash shortfalls being discounted.

Lifetime ECL for trade receivables are considered on
a collective basis taking into consideration past due
information and relevant credit information such as
forward looking macroeconomic information.

For collective assessment, the Group takes into
consideration the following characteristics when
formulating the grouping:

° Past-due status;

o Nature, size and industry of debtors; and

o External credit ratings where available.

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.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued) 3. XEFHHE &
3.16 Financial instruments (continued) 3.16 #fI A (&
Financial assets (continued) ETHEE (&)
Derecognition of financial assets AR IFHESETHE E

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.

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition
to measure at FVTOCI, the cumulative gain or loss
previously accumulated in the FVTOCI reserve is
not reclassified to profit or loss, but is transferred to
accumulated losses.
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3. SIGNIFICANT ACCOUNTING POLICIES (continued)
3.16 Financial instruments (continued)

Financial liabilities and equity instruments
Classification as debt or equity
Debt and equity instruments are classified as either
financial liabilities or as equity instruments in accordance
with the substance of the contractual arrangements
entered into 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 at amortised cost
Financial liabilities (including trade payables, other
payables and accruals, provisions, borrowings and lease
liabilities) are subsequently measured at amortised cost,
using the effective interest method.

Effective interest method

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

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and
only when, the Group’s obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised and
the consideration paid and payable is recognised in profit
or loss.
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CRITICAL ACCOUNTING JUDGMENTS AND 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 underlying
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 period in which the estimate is revised if the
revision affects only that period, or in the period of the revision
and future periods if the revision affects both current and future
periods.

The following are the critical judgments and estimation
uncertainties that the directors have made in the process
of applying the entity’s accounting policies and that have
the most significant effect on the amounts recognised in the
consolidated financial statements.

(a) Impairment of intangible assets other than goodwill
The Group periodically reviews internal or external
resources to identify indications that the intangible
assets other than goodwill have suffered any impairment
in accordance with accounting policy stated in note
3.12. If the recoverable amount of an intangible asset
is estimated to be less than its carrying amount, the
carrying amount of the intangible asset is reduced to its
recoverable amount. The assessment of the recoverable
amount requires the use of estimates and assumptions.
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4.

CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(continued)

(b)

(c)

Impairment of trade and other receivables and loan

receivables

The management of the Group assessed the loan
receivables based on the financial background, collateral
and the historical settlement records, including past due
dates, default rates, forward-looking information that is
reasonable, supportable and available without undue cost
or effort.

Provision for expected credit losses of trade
receivables

The Group uses a provision of matrix approach to
calculate ECLs for trade receivables. The determination
of default rates takes into account historical data and
forward-looking information which involves a significant
degree of management judgement.

The provision of ECLs is sensitive to changes in
circumstances and of forecast general economic
conditions. If the financial condition of the customers or
the forecast economic conditions were to deteriorate,
actual loss allowance would be higher than estimated.

Impairment of interests in associates

The Group has made substantial investments in
associates. The Group conducts impairment reviews
of these assets whenever events or changes in
circumstances indicate that their carrying amounts may
not be recoverable.

Determining whether interests in associates are impaired
requires an estimation of the recoverable amounts
of the interests in associates. The Group recognised
the impairment of interests in associate based on
an assessment of future economic benefits of the
investment that will flow to the Group. The associate
ceased its business due to the policy review by the PRC
government, and such review has not yet completed up
to present. Where the policy will be completed and the
expectation is different from the originate estimate, such
difference will impact the interests in associate in the
period in which such estimates has been changed.
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY 4. BEARGHIEREAFEEEZE

SOURCES OF ESTIMATION UNCERTAINTY
(continued)

(d)

Estimated useful lives of property, plant and
equipment

The useful lives of the Group’s property, plant and
equipment are estimated at the time of purchase of
these assets after considering business developments
and the Group’s strategies. The Group performs regular
review to assess the appropriateness of the depreciation
policy of the Group’s property, plant and equipment,
including the estimation of their useful lives. Such review
takes into account any unexpected adverse changes in
circumstances or events, including declines in projected
operating results, negative industry and economic trends.
The Group extends or shortens the useful lives and/or
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makes impairment provisions according to the results of SRR E R o
the review.
(e) Income taxes (e) FRiG#

(f)

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

Determining the basis on impairment relating

to refundable earnest money paid for proposed
business acquisition in previous year

The Group has paid the refundable earnest money of
RMB20,000,000 (approximately HK$23,052,000) for the
proposed acquisition for the entire registered capital of
HEFFIERAR AT (transliterated as Mingin Quantum
New Energy Co. Ltd.)(“Mingin Quantum”) in January
2015. The Group has received the collateral which are
the entire shares of Mingin Quantum from the vendor.
The proposed acquisition terminated in May 2015 and
the Group filed an arbitration application to South China
International Economic and Trade Arbitration Commission
for the repayment of the overdue receivables.
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4.

CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(continued)
(f) Determining the basis on impairment relating
to refundable earnest money paid for proposed
business acquisition in previous year (continued)

Although the final judgment ordered the vendor to repay
the refundable earnest money to the Group, the vendor
did not return the said deposits to the Group. On 6 June
2017, the PRC legal advisor of the Company received the
execution judgment (the “Execution Judgment”) issued
by Intermediate People’s Court (the “Court”) of Suining
District, Sichuan Province dated 25 April 2017. According
to the Execution Judgment, the Court terminated the
compulsory execution of repayment of the said deposits
from the vendor and the Court concluded that the
vendor owns no executable assets after he pledged his
shares of the Mingin Quantum to the Group. The Group
continued to communicate with its PRC lawyer to follow
up the claims from the Court during the current year
but the status was not changed. The management had
made an impairment of refundable earnest money paid
for the proposed acquisition of Mingin Quantum in year
2017. Based on the facts and circumstances described
above, the management considers the recoverability
of refundable earnest money paid for the aforesaid

acquisition is remote.
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY
(continued)

(g) Revenue recognition in respect of motor vehicles

trading business

The Group assesses its business relationship with
suppliers and customers in respect of the trading of
motor vehicles business to determine whether the Group
acts as a principal or agent. The factors taken into
account by management in assessing whether the Group
acts as the principal or agent include:

(i) Whether the Group has the primary responsibility for
fulfilling the promise to provide the specified goods
or services.

(i)  Whether the Group has inventory risk before the
specified goods or services has been transferred
to a customer and whether the Group is exposed
to significant inventory risk. The Group considered
that it has minimal inventory risk in respect of
situations where the Group concluded that it itself
is just an agent in arranging goods to be delivered
to the customers. In those situations, the Group
only places purchase orders to suppliers after it has
received sales orders from customers. On the other
hand, where the Group concludes that it itself is
a principal, it is mainly relating to situations where
the Group has significant inventory risk regarding
trading of the motor vehicles which the Group did
not receive any sale orders from customers before
purchasing the motor vehicles from the suppliers.

(i)  Whether the Group has discretion in establishing
the price for the specified goods or services
and whether the Group is exposed to significant
price risk. The Group basically agreed the price
of the motor vehicles with the customers before
purchasing the motor vehicles from the suppliers
in situations where the Group concludes that it
itself is an agent while the Group has discretion in
establishing the price for the motor vehicles with the
customers or exposure to significant price risk for
the sales transactions where the Group concludes
that it is a principal.
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4. CRITICAL ACCOUNTING JUDGMENTS AND KEY 4. EXEHIEIRGHAFREESEZE
SOURCES OF ESTIMATION UNCERTAINTY BERE &)
(continued)
(g) Revenue recognition in respect of motor vehicles (9) SEHEEFTZWEEST (&
trading business (continued)

(iv) Whether the pre-agreed sales contracts with (iv) HRRENREELAHREDLS
customers are legally binding especially in BEIREBERER EUE
circumstances where only insignificant deposits PIWEB/EZRENERT
are received from the customers before the Group HERERIGENHEESE
settling the entire purchase amounts with the MREBERBORORAE
suppliers and whether the Group is exposed to ERTARZEAREERR-

significant credit risk.

Based on the management assessment, the Group REEEBFGH AEBR AT
acted as principal in the trading of motor vehicles ERAEESHETEEAS
transacted during the current year and the proceeds MERFERNIEEREMERELY
from sales of motor vehicles amounted to approximately 62,702,000 B TERI AL ER
HK$62,702,000 for the year have been recognised as Wz o

revenue of the Group.

156 Sinofortune Financial Holdings Limited | Annual Report 2020



NoTes To THE CoNSOLIDATED FINANCIAL STATEMENTS
EAEMBHRERMWEE

17177 O = |
For the year ended 31 December 2020 #HEZZ-ZF+_"_F=+—HILFE
4. CRITICAL ACCOUNTING JUDGMENTS AND KEY 4.

EXEHAEREFFREEZE

SOURCES OF ESTIMATION UNCERTAINTY
(continued)

(i)

EREEERARQARF | ZT=F

Provision for loss on onerous contracts

Management estimates the provision for loss on onerous
contracts, which are related to situations where motor
vehicles have not been delivered to the Group but
purchase agreements were entered into before 31
December 2020, being the present obligation of the
unavoidable costs less the economic benefits expected to
be received under the non-cancellable purchase contract
of motor vehicles. The expected economic benefits are
estimated based on estimated future sales and selling
price taking reference by the existing market condition
and estimated number of motor vehicles sold under
the existing market condition while unavoidable costs
are estimated based on the motor vehicles purchase
contracts that the Group is obliged to settle.

Management conducted an assessment of the market
condition and subsequent sales price and the estimates
and assumptions contained therein are reviewed
regularly. As at 31 December 2020, provision for loss on
onerous contracts remained outstanding amounted to
approximately HK$12,350,000 (2019: HK$15,778,000).

FER

EXRR (#&)

(i)

BESHNGIERE
BEEEBEGABENR_-ZZER
+ B =+—HALZHER
EEXRODAEERRNTAENEE
BREEBEDN OIS RRAZ
IR P &S TR TA AR 35 1 AT B8
REBE SO UWE B E M o
FEHELEMRDERZRIETH
MG ARKREEREBUKRIR
BROTMAEERAEHEE
TEET MA A& R AR %R
AEEBEENSEREESNME
5t e

EEBHTRUKBENEBE
e BESEEESREN
et RBE - RN _E_EFE+
B=+—H HXGEBEZzHEES
H BB H 212,350,000 7T

ZE—HFE 15,778,000
JT) ©
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5.

REVENUE 5. Wz
Disaggregation of revenue 15 &5 40 53
Disaggregation of revenue from contracts with customers by BRIEESARBEIPNEREL
major products or service lines is as follows: W™ -
2020 2019
—E-THF “E-nF
HK$’000 HK$’000
FHTT FAETT
Revenue from contracts with EARAMBHEERF1558
customers within the scope of SHEAMNEE ALY E
HKFRS 15
Disaggregated by major products BFEEmIRBARE D
or service lines
Commission income from securities FHEKRIPERLRE 2
and futures brokerage services EEAVON 851 429
Sales of motor vehicles where KEBETFEAEHRZ
the Group acts as principal REIHE 62,702 324,300
Agency and service fees income from  UIE K ARFS B UL A
Trading of motor vehicles AHEEZ = 298
Accessories sourcing Fe S 5,098 526
68,651 325,553
Revenue from other sources KEHMBEZ WS
Interest income from securities and KBTS RIAEKAART
futures brokerage services Z M EWA 418 602
Total revenue m 4B EE 69,069 326,155
Disaggregated by timing of revenue BEMBHREGERFE165
recognition within the scope & [B] P9 1% Y 2 e S0 B 4 0
of HKFRS 15
Over time VB R EL -
At point in time ¥4 B ) B 68,651 325,553
68,651 325,553

Disaggregation of revenue from contracts with customers by
geographical markets is disclosed in note 6.

pEmHZE 2T, N RE
M6 B o

by
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SEGMENT INFORMATION

The executive directors of the Company (the “Executive
Directors”) are regarded as the chief operating decision-maker.
The Executive Directors review the Group’s internal reporting in
order to assess performance and allocate resources. Operating
segments were determined based on these reports.

Specifically, the Group’s reportable segments are as follows:

1. Brokerage and securities margin financing services —
provision of brokerage and securities margin financing
services

2. Trading and principal investments — securities trading

3. Sales of motor vehicles, provision of agency services
and accessories sourcing — trading of motor vehicles,
provision of agency and related services

In October 2019, the Group ceased its business in the trading
of electronic products, electronic student cards and school
safety products and provision of electronic student card
platform, which is classified as discontinued operations in
the Group’s consolidated financial statements for the year
ended 31 December 2019. Details regarding the discontinued
operations are set out in note 14.

ERESEERAERARA | ZEZEFR

6.

SBWEH

ERABZHTESR ((PITESE)) WE
BHEBEBRRE -PTEFERALTE
BrRERE UFZERBERDEE
R RBRERETEEEE DM

AREmME AEERREDMAT :

1. BERBHRETHBERT IR
IS AL KB S5 ReE R B IRTS

2. EBEBEKBERE-XHFEEHE

3. HWERE -RHAERSKEM
RE—SEES RERERH
BIARTS

RZF-—NFE+R AEERILHEE
EFfEm BFfR2ERRRNBEZEE
mUKREHEFREERFANES > Z
EGREAEEBE_Z-—NE+A
=t+t—HLEFENGEMBTERERDD
BRERIEEEEF -ARERILLEE
EHZHBHIN 140
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6. SEGMENT INFORMATION (continued) 6. SREEH &
Segment revenue and results DEBUN R 4R

The following is an analysis of the Group’s revenue and results UTHBAERZAIRSDEE DEE
from continuing operations by reportable segments: REREXHFNWE REEDNT .

For the year ended 31 December 2020 BE_E_-_S5+-A=+—HLHE

E
Sales of
motor
Brokerage vehicles,
and provision of
securities agency
margin  Trading and  services and
financing principal  accessories
services  investments sourcing Total
FCERY HERE
EHREE EER RESERS
B R BERE - REMFLHE EaHy
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Continuing operations FRKELEE
Segment revenue ax: G
External sales SNEREHE 1,269 - 67,800 69,069
Inter-segment sales DEEHE - - - -
1,269 - 67,800 69,069
Segment loss DEEE (1,562) (5,486) (1,867) (8,915)
Interest income FIEMA 802
Other income and losses, net Ht A KB EFE (12,183)
Unallocated expenses e (21,245)
Finance costs EEES (201)
Loss before income tax BRETBINATE (41,742)
Income tax credit FrEfige 182
Loss for the year EREE (41,560)
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SEGMENT INFORMATION (continued) 6. 7EEH (E
Segment revenue and results (continued) DEINE RESE (B)
For the year ended 31 December 2019 HE_Z—NAWF+ZHA=+—HLLHF
E
Sales of
motor
Brokerage vehicles,
and provision of
securities agency
margin Trading and services and
financing principal accessories
services investments sourcing Total
CERY HERE
EHRER BER  RERERS
MER% BELE RECHE mat
HK$'000 HK$’'000 HK$'000 HK$'000
TAT FET TET FTAT
Continuing operations BRCEER
Segment revenue DEUE
External sales SNEBEHE 1,031 - 325,124 326,155
Inter-segment sales DEEHE - - - -
1,031 - 325,124 326,155
Segment loss NEHE (2,808) (6,907) (84,467) (94,182)
Interest income FIEWA 508
Other income and losses, net HtAREGIEFE (1,522)
Unallocated expenses FPEREE (24,345)
Impairment of right-of-use assets ~ EREEERE (4,390)
Finance costs BB A (735)
Loss before income tax BRETEHAIES 1B (124,666)
Income tax credit PRSI s 182
Loss for the year FREB (124,484)

The measure used for reporting segment profits or losses
is adjusted loss before interest and taxes. To arrive at the
adjusted loss, the Group’s loss are further adjusted for items
not specifically attributed to individual segments, such as
unrealised fair value loss on unlisted equity investment, finance
costs, certain interest income and head office or corporate

administration costs.

ERESEERAERARA | ZEZEFR

BARREDBERNNBEERZ HERT
BRA B RIREREREBE - B EHE
RBEE AEBZBERIHILRIEE
BRER DB EEFHE—DHE
WMIFEMREREZ REHEAFES
B BB A B8 0 F) B A LU 483
ERVUATDITHAZ
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6. SEGMENT INFORMATION (continued) 6. gn ¥ (=
Other segment information is as follows: EfSsEnT
For the year ended 31 December 2020 %:’f‘: E-EE+ZHA=+—HLE
ISZ
Sales of motor
Brokerage vehicles,
and provision of
securities agency
_ margin Tradingand  services and
financing principal accessories
services  investments squreing Unallocated Total
wd an Bl e
K 00 HK; 00 HK$:000 HKE?}OO HK$! 0
Additions to property, plant and equipment NE BERRERE - - 5 2,614 2,619
Depreciation and amortisation EREHE 13 - 556 2,484 3,053
Unrealised fair value losses on securities trading SEZAERNTEFR - 180 - - 180
Unrealised fair value loss on unlisted equity investment ~ FE L FREREZ X ERATEFE - - - 15,782 15,732
Reversal of provision for loss on onerous contracts BRANBEEERE - - (4,248) - (4,248)
Impairment loss on trade deposits paid and BB aREREMBRTEL
gther receivables P P %%%?é i - - 10,841 - 10,841
Provision for compensation and legal fee BEREMERE s = = = o
Written off of property, plant and equipment MEBERZENE - - - 252 252
(Gain)/loss on disposal of property, plant and equipment  HEME B RRE WE) /B8 - - (186) 131 (55)
Gain on lease termination RER W - - (24) (1,696) (1,720)
Gain on lease modification A - - - (735) (735)
Interest income FIEBA )] - (465) (802) (1,269)
For the year ended 31 December 2019 %é‘::g—ﬂfﬁ‘f‘:ﬁ =+—HIF
=
=4
Sales of motor
Brokerage vehicles,
and provision of
securities agency
margin Trading and services and
financing principal accessories
services investments sourcmg Unallocated Total
R . HESEN
HHERET BEER RERERE
S R BERsE REAE KN it
H 00 RS 000 HKS /000 HKS000 HKS.000
BT B THET THAT TAT
Additions to property, plant and equipment NE RERZERE 31 - - 1,226 1,257
Depreciation and amortisation TERES 5 - 1,117 5,139 6,261
Unrealised fair value losses on securities trading EHEEZAERNTEFE - 519 - - 519
Unrealised fair value loss on unlisted equity investment ~ FE L FREREZ X ERATEFE - - - 1,650 1,650
Provision for loss on onerous contracts BERGNEEEE - - 16,060 - 16,060
Impairment oss on trade deposits paid and BN EZREREMERTEHESE
other receivables - - - - _
Provision for compensation and legal fee BEREMERE - - 5,842 - 5,842
Written off of property, plant and equipment ME BBRREENE - - 463 - 463
Gain on disposal of property, plant and equipment HEME BBRRRBENE - - - - -
Gain on lease termination REL RS - - - - -
Gain on lease modification AEET - - - - -
Interest income FIEBA (4 - 41) (508) (553)
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SEGMENT INFORMATION (continued) 6.
The segment assets and segment liabilities of the Group as at
31 December 2020 and 2019 are analysed as follows:

DEEH )

==

FEERR-ZT"Z

ER-F—NEF

+oA=+—BWABEERSHE

BT :
Segment assets 2020 2019
PBEE —E-THF “E—hE
HK$’000 HK$’000
FHTT FAETT
Brokerage and securities margin B hFBHRBEMERT
financing services 38,679 26,044
Trading and principal investments EEKREERE 1,190 2,071
Sales of motor vehicles, provision HERE N REMRIERS
of agency services and KECHHE
accessories sourcing 78,762 116,943
Total segment assets DEEERE 118,631 145,058
Unallocated assets APOECEE 124,034 167,815
Total consolidated assets SEEEMRE 242,665 312,873
Segment liabilities 2020 2019
pag:A=RE —E-EH =K
HK$’000 HK$’000
FHT FHET
Brokerage and securities margin Rl RBHREBETHERT
financing services 16,506 5,937
Trading and principal investments BEEMEERE = -
Sales of motor vehicles, provision HEAE N RHAERE
of agency services and KBRS
accessories sourcing 12,656 38,052
Total segment liabilities DE B ELREE 29,162 43,989
Unallocated liabilities Pl =R 6,886 22,908
Total consolidated liabilities e aEBEE 36,048 66,897
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6.

SEGMENT INFORMATION (continued)

Segment assets consist primarily of certain property, plant
and equipment, intangible assets, right-of-use assets,
statutory deposits and other assets, certain inventories, trade
receivables, certain other receivables and deposits, loans
receivable, certain financial assets at fair value through profit or
loss, financial assets at fair value through other comprehensive
income and certain bank balances and cash.

Segment liabilities consists primarily of trade payables, certain
other payables and accruals, contract liabilities, provisions and
lease liabilities.

Geographical information

The Group mainly operates in Hong Kong and the PRC.
Revenue from external customers are allocated based on the
geographical areas in which the customers are located.

An analysis of the Group’s revenue by geographical location is
as follows:

SBWEH (E
DHEETBZCERBIDE KRR
RE-BLEE - CRAREE EAER
ERHEMEE-ETEFE BWRESM
BB HMBWRERRE  BRE
TOETRATVESABRGZEME
E-RATEFAREMEERAZER
BEUKREDRITERRIRE -

DHMEETEAERNEZRER B2
HitEMERESRE - a0aE
BehkHEEAR-

& H
AEEEBRESRPELE G5
REE 2 WHREFFEHERS o

AEEIZMIEALE 8 B 2 Ul
T

2020 2019
—E-EH —E-NE
HK$’000 HK$’000
FHET FET
Revenue g &=

Hong Kong 5% 1,269 1,031
The PRC A 67,800 325,124
69,069 326,155

Non-current assets JERENEE
Hong Kong 5% 24,881 26,764
The PRC == 6,682 4,497
31,563 31,261

The geographical location of non-current assets is based on
the physical location of assets (excluding financial assets at fair
value through other comprehensive income and financial assets
at fair value through profit or loss), in the case of property,
plant and equipment and right-of-use assets, the location
of the operations to which they are allocated, in the case of
intangible assets, statutory deposits and other assets, rental
and other deposits paid and location of operations, in the case
of interests in associates.

B ERRBEREAREE
ERBEEZ BB EREED
RROBME (FRERATEI AL
MR EUAZ SREEREAT @
ANBEZEMEE)  HPNEREE
EEREREMARE EAEERE
e » LMD IR B T B ELFT AR T
T BB E AT 2R BIER
BEMTE -
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6. SEGMENT INFORMATION (continued) 6. 7EEH (E
Information about major customers FEXRZER
Revenue from customers contributing over 10% of the Group EREBRKEI0ONU EZ TP U &

revenue is as follows: FEnH
2020 2019
—ECEHE —E—AHF
HK$’000 HK$’000
FET FAET

Sales of motor vehicles, provision $H&SHE IRMHREBERER

of agency services and e

accessories sourcing
Customer A ZHA 38,296 N/A “5E
Customer B =EB 28,790 N/A 58
Customer C BHERC N/A A& B> 93,291
Customer D ZFD N/A RiERB* 44,274
Customer E EFE N/A RiERB* 35,419

BEFC-BEFDREFERHBE_ZT-ZTHF
+ZBE=+—HEFELREAER KGR
B910%LL E o

The customer C, customer D and customer E did not contribute over 10%
of the Group’s revenue for the year ended 31 December 2020.

BEFARBEFRBREBEEZE_Z—NAFE+A
=+—HLEFEUEREAERMBRN10%
Ll ko

# The customer A and customer B did not contribute over 10% of the #
Group’s revenue for the year ended 31 December 2019.
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by the Group up to the end of the reporting period.

7. OTHER INCOME AND LOSSES, NET 7. HtWAREEREE
2020 2019
- et 3 3 —T—hE
HK$’000 HK$’'000
FET FET
Other income Hhlg A
CCASS fee income RREERGERWA 21 13
Interest income from bank deposits RITERFEWA 60 241
Interest income from financial assets BAFEFABRZ
at fair value through profit or loss THMEEZFEWA - 19
Other interest income (Note a) HuF S A (izEa) 1,209 293
Dividends from financial assets at BAFEFABRZ
fair value through profit or loss THEENRE 100 55
Deposits received on disposal of BUEMEHENB A
subsidiary forfeited (Note 31) FrUER Y% & (BF5E31) 710 734
Government grants and subsidies (Note b) B #8 B) & w5 (fisEb) 4,922 -
Sundry income HEIEUL A 175 544
7,197 1,899
Other gains and losses Hthuh i R 518
Fair value (loss)/gain on financial assets AV {EzF AT
at fair value through profit or loss ETHEEZRFE
(B538) /W=
Unrealised fair value losses BHEBEZREHR
on securities trading NEEFBE (180) (519)
Realised gains on securities trading FHEB2EERENE - 452
Unrealised fair value loss on unlisted JELEMRERES
equity investment (Note 27) FEIRNF(ERIE
(3 5¥27) (15,732) (1,650)
(15,912) (1,717)
Exchange losses, net (AN = ek (87) (183)
Gain on lease termination HE& WS 1,720 -
Gain on lease modification HEETW =S 735 -
Gain on disposal of property, HEME HBRREWE
plant and equipment 55 -
Written off of property, YD 128 R B I EE
plant and equipment (252) (463)
Other losses, net Hings18/3%8 (13,741) (2,363)
Other income and losses, net HMW A 518558 (6,544) (464)
Notes: M5t
(a) The other interest income of the Group arose from the loan and other (a) AEENHEMAERARBERE=7 K
receivables from third parties and an associate. BE AR ZERREMARIE
(o)  The conditions for the government grants and subsidies have been fulfilled b) AEEEEREHAREMEHNEE KL

BREYIS 1

Sinofortune Financial Holdings Limited | Annual Report 2020



NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS
e MR R M

For the year ended 31 December 2020 #E"Z"ZF+"A=+—HIFE

8. FINANCE COSTS 8. FMEMZA
2020 2019
—EEHE —E-nF
HK$’000 HK$’000
FET FAEIT
Interest on bank borrowings IRITIERZF R 45 115
Interest on lease liabilities HEsBAZME 149 333
Interest on unsecured wEIRRERZFHE
borrowings — related party —BREEAL 7 271
Other interest expenses HMF EM% - 16
201 735
9. LOSS BEFORE INCOME TAX 9. BRFREIRAIRSIE
2020 2019
—E-EH —E-N=E
HK$’000 HK$’ 000
FAET FEIT
Loss before income tax has been PRETISIRAIRES 18
arrived at after charging: B TIEIE
Auditor’s remuneration 1% S EM BN =
— audit services — IZ B AR 7% 600 530
- non-audit services — IEZER 75 80 70
Legal and professional fees FRRBEEER 840 1,189
Declaration services fee REARTEE - 6,328
Exhibition and marketing fee RERTSHEEER 1,753 1,781
Transportation, accessories and storage EB&#H - KE#E 25 3,869
Certification fee EREeh =]
(included in other direct cost) (Note) GtAEMBZRAE)
(FF5%) - 15,147
Note: The certification fee was paid for preparing the China Compulsory ek : RBEARANIZNHRESERGME
Certification, which is a compulsory safety requirement for motor vehicles LR ERBEFEN P EREIZDE]
in the PRC.
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10. EMPLOYEE BENEFIT EXPENSES 10. EE®AIMAX
2020 2019
k- et 3 3 “ZE-NEF
HK$’000 HK$’000
FET FAETT
Wages and salaries ITE&ERHE 18,177 19,650
Pension costs — defined contribution RIRE A —E R ARG
schemes 491 1,366
Employee benefit expenses including EERHHS BEEEE
directors’ emoluments (Note 11) (FFsE11) 18,668 21,016
11. DIRECTORS’ EMOLUMENTS 11. EFME
For the year ended 31 December 2020 HE_ZZHFF+"HA=+—HILHF
=
Salaries, Employer’s
allowances,  contributions
and benefits to pension
Fees in kind scheme Total
&
Name of director BYR  BHhEsEz
EENS s EMAE EEHR @t
HK$’000 HK$’000 HK$’000 HK$’°000
FART FAERT FAERT FET
Executive Directors HTES
Mr. Wang Jiawei (Chairman and IEREE
Chief Executive Officer) (FEHRITHES) - 1,800 18 1,818
Ms. Lai Yuk Mui REBUL - 600 18 618
Non-executive Director FRTES
Mr. Liu Runtong 2 BmLE - - - -
Independent Non-Executive BiuERiTES
Directors
Professor Zhang Benzheng RANEHE 130 - - 130
Mr. Li Jianxing FRITRE 125 - - 125
Professor Chen Shu Wen B SR 120 - - 120

375 2,400 36 2,811
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11. DIRECTORS’ EMOLUMENTS (continued) 1. ESEME &
For the year ended 31 December 2019 HE_Z—NF+ZHBE=+—HLLHF
E
Salaries, Employer’s
allowances, contributions
and benefits to pension
Fees in kind scheme Total
e
Name of director EMR BBz
BENS nE BEWF @ BEMHER st
HK$'000 HK$'000 HK$'000 HK$'000
FTAT TAT TET AT
Executive Directors HiTER
Mr. Wang Jiawei (Chairman and TEREAE (FRFTHER)

Chief Executive Officer) - 1,800 18 1,818
Ms. Lai Yuk Mui REBRLT - 600 18 618
Non-executive Directors EHiTES
Mr. Liu Runtong Bl b - - - -
Mr. James Beeland Rogers Jr.(note () James Beeland Rogers Jr. 554

(P 2%()) - - - -
Independent Non-executive BIERTES

Directors
Professor Zhang Benzheng RAEHE 130 - - 130
Mr. Li Jianxing FRITEE 125 - - 125
Professor Chen Shu Wen TR i SO 120 - - 120

375 2,400 36 2,811

Note: B EE -
(i) Mr. James Beeland Rogers Jr. resigned as a non-executive director of the (i) James Beeland Rogers Jr.itEFHEARQE]

Company with effect from 8 November 2019. HERTEE BEZE—NEFE+—HB/N\H

REAERL o

During the year, no emoluments were paid by the Group to the FR AERTEAESESZNEAMNE
directors as an inducement to join or upon joining the Group EA RSN EE S N0 B A & B B 2 2%
or as compensation for loss of office (2019: Nil). None of the BRIEABEEE CE—NE 8 -
directors waived or agreed to waive any remuneration during FR wREBSRENERRET M
the year (2019: Nil). & (CTE2E—NF 8| o
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12. FIVE HIGHEST PAID INDIVIDUALS 12. AAREHAL
The five individuals whose emoluments were the highest in the FAXRERRAEEETALTEERS
Group for the year include two (2019: two) directors of whose (ZE—hF MA) £ HEZM
remuneration are set out in note 11. B NN
During the year, no emoluments were paid by the Group to the FR - AEBRTEBDASRSHAL
five highest paid individuals as an inducement to join or upon S EEMEEARSI 0B S H R
joining the Group or as compensation for loss of office (2019: AREBRZRZENIEABERBE (CZ
Nil). —NE ) e
The aggregate of the emoluments in respect of the other three Ht=% (CZ2—N%F : =%) ATHI
(2019: three) individuals are as follows: SHEENT
2020 2019
—E-EH —E—nF
HK$’000 HK$’'000
FHT BT
Salaries and other emoluments e REMME 4,840 5,880
Retirement schemes contributions BRIRETEIHRR 30 54
4,870 5,934
The emoluments of the three (2019: three) individuals with the =H(CE-AF 2R EREFATZ
highest emoluments are within the following bands: B 5 EE
2020 2019
—EC-EH —E-nF
Number of Number of
individual individual
A A
Nil to HK$1,000,000 = %F1,000,0007 7T 1 1
HK$1,000,001 to HK$1,500,000 1,000,001 TE
1,500,00078 7T = -
HK$1,500,001 to HK$2,000,000 1,500,001 8=
2,000,000 7t 1 -
HK$2,000,001 to HK$2,500,000 2,000,001 B TE
2,500,000 7T 1 1
HK$2,500,001 to HK$3,000,000 2,500,001 E
3,000,000 7T - 1
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13. INCOME TAX CREDIT 13. FRfSMiER
2020 2019
—E-EF —ET-NE
HK$’000 HK$’000
F#T THT
Current tax ENER#RIE - -
Deferred tax credit (Note 36) EIEFRIEIR 7 (MI5E36) (182) (182)
Income tax credit RS iIK % (182) (182)

No provision for Hong Kong profits tax and PRC enterprise
income tax has been made in the consolidated financial
statements as the group companies that are subject to tax had
incurred tax losses for the year (2019: Nil).

The income tax credit can be reconciled to the loss from
continuing operations before income tax per the consolidated

AR FERARMEEBNGR KTEE
FARMNERRQRHRERNIEGRE &
WERFEEMBRRGTIREENER
RABETERERER (CT-LE:

) o

FREMB R RS EE REMEE
WARKZERFTISMAIRBFREEE

statement of profit or loss and other comprehensive income as =B EBEHIRNT
follows:
2020 2019
—E-EHF —E-NEF
HK$’000 HK$’'000
FHT FET
Loss before income tax PRSI0 BT 18 (41,742) (124,666)
Tax calculated at domestic tax rates in BEBRBEEEERIRNE
respective tax jurisdiction STEZRIE (8,819) (29,303)
Income not subject to tax BARBRUA (694) (13,096)
Expenses not deductible for MMIBBE NN 2 X
tax purposes 6,172 6,642
Unused tax losses not recognised KER 2 RENERIBEIE 1,862 29,940
Tax loss not allowable TSR] 2 IR IERT 1B 1,559 1,763
Prior year’s tax losses utilised FAZIBTFERIERE (515) (568)
Temporary differences not provided REEHERER 253 4,384
Others Hh - 56
Income tax credit FTi8MmiER (182) (182)

14. DISCONTINUED OPERATIONS

Following the completion of the Group’s disposal of its wholly
owned subsidiary, FIIHKEBERFEBRAQE (transliterated
as Shenzhen Star Technology Co., Ltd) (“Shenzhen Star
Technology”), during the year ended 31 December 2019 (Note
41), on 31 October 2019, the Group discontinued its business
operations of trading of electronic products, electronic student
cards and school safety products and provision of electronic
student card platform which were undertaken by Shenzhen
Star Technology.
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

14. DISCONTINUED OPERATIONS (continued) 14. BRILREER (&
An analysis of the discontinued operations for the period from 1 N _E—HNF—RB—HBE_ZE—HF
January 2019 to 31 October 2019 is analysed as follows: +E=+—HBBRLERSE XK
DM -
1 January
2019 to
31 October
2019
—ZE-NF
—BA—B=
—E-NF
+B=+—H
HK$’000
FAET
Revenue W 3,069
Other income and loss, net Hg A K #5158 % %8 39
Changes in inventories RamFE 2 EF)
of finished goods (1,563)
Written down of inventories FEMR (1,486)
Other direct costs HMBEZRA @)
Employee benefits expenses BEEFHX (2,538)
Depreciation of property, plant and ME BB REREITE
equipment (115)
Other operating expenses Hih&ERx (2,159
Loss before income tax PRPT1S TR AT RS 18 (4,759)
Income tax expense PSRRI -
Loss for the period PS8 (4,755)
Loss on disposal of a subsidiary (Note 41) HE—EBWBE AT ZEE (MsE41) (4,383)
Loss from discontinued operations KECKRIEKEER B (9,138)
Other comprehensive income from RECHIEBEEEZ
discontinued operations: Hth2EKA :
Exchange gain on translating foreign RHEREEGENDEE
operation reclassified from equity to BmzMEBINER ZER KNG
profit or loss upon disposal 4,696
Total comprehensive loss for the period N2 mEEERE (4,442)
Net cash used in operating activities RETEBAZIREFE (2,788)
Net cash used in investing activities KREGZEBAZIREFE (94)
Net decrease in cash and cash equivalents IR&RIRESEEER R
HE (2,882)
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For the year ended 31 December 2020 #HEZZ-ZF+_"_F=+—HILFE

15. LOSS PER SHARE 15. SREIE
(a) Basic loss per share (a) SRELREIE
From continuing operations KEIFEEESER

AABHEAENBEESRELBR

The calculation of the basic loss per share attributable

to the owners of the Company is based on the following ZEEERUTEE .
data:
2020 2019
—E-EH —E—nF
HK$’000 HK$’'000
FHT FAEIT
Loss for the year attributable to ZIN/NETEZZ =N
owners of the Company FELFEE (41,399) (127,674)
Loss for the year from discontinued RE B IEEE X7
operations FREE = (9,138)
Loss for the purpose of basic REFEKREEFBR
loss per share from STESRELREE
continuing operations Z K518 (41,399) (118,536)
2020 2019
—E-EHF —E-NEF
’000 ‘000
T A% T 5%
Number of shares g 4=
Number of ordinary shares for the  FistESREKREGIES
purpose of basic loss per share ZEKREE 7,748,958 7,748,958

ERESEERAERARA | ZEZEFR
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15. LOSS PER SHARE (continued)
(a) Basic loss per share (continued)
From continuing and discontinued operations

The calculation of the basic loss per share from
continuing and discontinued operations attributable to the
owners of the Company is based on the following data:

15. BikEHR (&

(a)

SRELEHE (2
KEFHEEEFERCHEILLEE
L
ERBEEARBEFEEEES
RERIEEEXEH SREXES
BZEERUT#E

2020 2019
—ECEHF —Z2—hHF
HK$’000 HK$’'000
FHT FAEIT
Loss for the purpose of basic loss AR ESKRER
per share [SEi=d SFi!
Loss for the year attributable to KNBHEB NE
the owners of the Company FREIE (41,399) (127,674)

The number of ordinary shares used for the calculation of
the basic loss per share from continuing and discontinued
operations is the same as that detailed above for the
basic loss per share from continuing operations.

From discontinued operations

Basic loss per share for the discontinued operations for
the year ended 31 December 2019 is calculated based
on the loss for that year from the discontinued operations
of approximately HK$9,138,000 and 7,748,958,120
ordinary shares in issue during that year.

(b) Diluted loss per share

The computation of diluted loss per share for the years
ended 31 December 2020 and 31 December 2019 did
not assume the exercise of the Company’s share options
because the exercise price of those options were higher
than the average market price for shares of the Company
for both of the years ended 31 December 2020 and
2019.

No diluted loss per share for both of the years ended 31
December 2020 and 2019 is presented as there were no
potential ordinary shares in issue for both of the years
ended 31 December 2020 and 2019 other than the
Company’s share options detailed above.

16. DIVIDENDS
The directors of the Company do not recommend any payment
of a dividend in respect of the year ended 31 December 2020
(2019: Nil).

(b)

16. BIBR

STERERACEEBRERLL
KEEB 2 BREABEMER
WEBERHME R MM R
RESEEXEBZSRELBRERR
EAEMEE -

FKE BRI EETE
HE_Z—NEFE+_B=+—
HEFEZEREEEELDN
ERELABEZFEERE
RIEREEFENZENHFELY
9,138,000 T M ZFWNBEELT
7,748,958,1200% & 3@ 5% ©

SRBEE5EIE

BE_ T ZFE+_HA=1+—H
ER_ZE—-hE+_-_B=+—HI
FENERBEEEZAET
ERBANE ZEREETE
FERAZEBERENTEESN
KATRBE_SE_EFER_E
—hE+ZB=+—HItmEE
ErRMANFEHEHE-

WhEBIHE S _BFRKL-F
—NE+_B=+—HLEMES
EzEREBE5EE FRAKRELE
Nz RATBEREIN  HE
TETEER_E-NE+_A
—t+—HIERMEFEEHEETE
FEER o

KNBESITEEMEBEE_ZS-_ZF
+ZA=+—BHLEERGTEAIRE
(ZE—hFE 8| -
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For the year ended 31 December 2020 #HEZZ-ZF+_"_F=+—HILFE

17. PROPERTY, PLANT AND EQUIPMENT 17. ME-HRRRE
Leasehold Office
Plant and land and Leasehold equipment Computer Motor
machinery buildings improvements  and furniture equipment vehicles Total
fl WAERE ] )
HERRE TiRiEF HEVERE R R BiiRE HE h
HK$'000 HK$iOOO HK$'000 HK$1000 HK$'000 HK$'000 HK$'000
TAT TET FET FET FET TAT TAT
At 1 January 2019 R=F-h&E-A-AH
Cost ﬁjZK 880 40,327 1,746 11,916 647 6,624 62,140
Accumulated depreciation ES i (880) (12,770) (1,075) (11,332) (579) (5,477) (32,113)
Carrying amount REfE - 27,557 671 584 68 1,147 30,027
Year ended 31 December 2019 ~ HEZE—-hE
TZA=+-BHLEE
Carrying amount at 1 January 2019 RZZ—-NE—F—-HZKEE - 27,557 671 584 68 1,147 30,027
Additions, at cost ’v‘g ?ﬁﬁfl& 78 922 308 69 - 1,372
Currency translation difference BEHEEE 9 - (11) (10) - (16) (40)
Disposals and written off (Note (i) & & Rifis (GEN - - (462) (1) - (24) (487)
Disposal of subsidiary HE-HEHEAR (69) (1) (42) - - (112)
Depreciation charge (Note (i) TEREZ (k) ) (1,613) (449) (260) (60) (447) (2,829)
Carrying amount at RZB-NE+ZA=1+-H2
31 December 2019 REE - 25,944 676 574 7 660 27,931
At 31 December 2019 BHZF-hAE+ZA=+-H
Cost ﬂzk - 40,327 1,569 3,934 716 5,861 52,407
Accumulated depreciation KEHE - (14,383) (893) (3,360) (639) (5,201) (24,476)
Carrying amount REE - 25,944 676 574 77 660 27,931
Year ended 31 December 2020 HE_E-FF
+ZB=+-HLEE
Carrying amount at 1 January 2020 R Z-ZE-ZF—F—-HZKEE - 25,944 676 574 i 660 27,931
Additions, at cost AE BYA - - 373 647 - 1,599 2,619
Currency translation difference BERBEEDR - - 9) (564) - 107 (466)
Disposals and written off (Note (i) % Relifiss (Ffz(ii)) - - (218) (184) - (175) (577)
Depreciation charge TERY - (1,613) (389) (264) (36) (356) (2,658)
Carrying amount at RZEZTE+ZE=+-HZ
31 December 2020 REE - 24,331 433 209 41 1,835 26,849
At 31 December 2020 R-E-FF+ZA=+-H
Cost BA - 40,327 1,187 1,300 716 5,889 49,419
Accumulated depreciation REHE - (15,996) (754) (1,001) (675) (4,054) (22,570)
Carrying amount FEE = 24,331 433 209 4 1,835 26,849
Notes: P -

(i) As at 31 December 2020 and 31 December 2019, leasehold land and
buildings in Hong Kong under long lease with a carrying amount of
approximately HK$24,331,000 (2019: approximately HK$25,944,000) was
pledged to secure the bank borrowings of the Group (Note 34).

(ii) The depreciation charge was contributed from continuing operations and
discontinued operations.

(iii) The written off of leasehold improvements was mainly due to office

removal.
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

18. INTANGIBLE ASSETS 18. MICEE
Contractual
customer
Software Trading rights relationship Total
Bt Rtk BHERMR st
HK$'000 HK$'000 HK$'000 HK$'000
FET TR TER TR
At 1 January 2019 AZE-hE—-A—H
Cost %N 22,385 3,224 201,996 227,605
Accumulated amortisation and impairment SEHEERAE (22,319) (3,224) (201,996) (227,539)
Carrying amount RAEE 66 - - 66
Year ended 31 December 2019 HE_Z-hE+-A=+-H
LLEE
Carrying amount at 1 January 2019 A: E-NE—-F—HBZKEE 66 - - 66
Currency translation difference EinEEE (1) - - (1)
Amortisation charges ﬁ&%ﬁ] B (30) - - (30)
Carrying amount at 31 December 2019 RIZ-NE+ZA=+—-HZK
HfE 35 - - 35
At 31 December 2019 R-E-h&+-RB=+-H
Cost %N 104 3,224 - 3,328
Accumulated amortisation B gt (69) (3,224) - (3,293)
Carrying amount FREE 35 - - 35
Year ended 31 December 2020 BE_T-TFE+ZA=+-H
LLEE
Carrying amount at 1 January 2020 “2TZE-A-HZKAE 35 - - 35
Currency translation difference g Wﬁlﬁ#%’ﬁ 1 = = 1
Amortisation charges BiHEY (33) - - (39)
Carrying amount at 31 December 2020 RIZZZF+ZA=+-BZK
HfE 3 - - 3
At 31 December 2020 —Z_Z¥+ZRA=+-H
Cost EEZ’S 104 3,224 - 3,328
Accumulated amortisation Rt E (101) (3,224) - (3,325)
Carrying amount fRmEE 3 - - 3
The amortisation charge for the year is presented in FRNHEERINGEEEaAEMNE2E
the consolidated statement of profit or loss and other WAFRKABHES o

comprehensive income separately.
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INTANGIBLE ASSETS (continued)

Note:

(i)

(i)

(il

As at 31 December 2020 and 31 December 2019, the software mainly
represents accounting software with the estimated useful life of 3 years.

The contractual relationships with customers were acquired through the
acquisition of Shenzhen Star Technology (Note 14) in the year 2014. The
contractual customer relationships are carried at cost less accumulated
amortisation. Amortisation is calculated using the straight-line method
over the expected useful life of 8 years of the customer relationships.
Such contractual relationships with customers are fully amortised in
previous year and disposed upon disposal of Shenzhen Star Technology
on 31 October 2019 (Note 41).

The trading rights as at 31 December 2020 represent two (2019: two)
trading rights on the Stock Exchange and one (2019: one) trading right on
the Hong Kong Futures Exchange Limited.
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19. RIGHT-OF-USE ASSETS

19. EREEE

Office premises

MAEME
HK$’'000
FAET
Carrying amount at 1 January 2019 RIZE—hF—HB—HZEKHEE 5,016
Additions, at cost =R NN 4,035
Impairment loss recognised B EERE (4,390)
Lease modification HEEST (658)
Depreciation charged for the year FRITERS (3,517)
Exchange realignment fE R oH (23)
Carrying amount at 31 December 2019 and RIZZE—hF+ZBA=+—HX
1 January 2020 2 EF-A—HZREE 463
Additions, at cost B AN 2,945
Impairment loss recognised BB ERE -
Lease termination EE&IE (549)
Depreciation charged for the year FRITERS (362)
Exchange realignment b 2 eH 149
Carrying amount at 31 December 2020 R ZETEFEFZRA=+—H
ZBREE 2,646
2020 2019
_— 7 -_—= E = _j-l..ﬂi
HK$’000 HK$’000
FHTT FAETT
Expense relating to short-term leases BIGHME SRR HAX
(included in other expenses) GtAHMBEX) - 260
Total cash outflow for leases HEZRSMBEE 2,558 4,039

For both of the years presented, the Group leases office
premises for its operations. Lease contracts are entered into HE
for fixed term of one to two years, but may have extension
and termination options. Lease terms are negotiated on an
individual basis and contain different terms and conditions. In
determining the lease term and assessing the length of the
non-cancellable period, the Group applies the definition of a

R FHERR

FIAH B S

contract and determines the period for which the contract is

enforceable.

REF2F B MEEE  AEBYAEE
SHAEYE - HESLONETEHIR
AB—EMF BoERILEN

mIEEERE

MIZE R B ERER > HAT
B R B A5 £ o B B TE AR BRI 5F {5 A 5)
B FRER  AEERBAONTE
K PIR B FITRIHAIR -

Sinofortune Financial Holdings Limited | Annual Report 2020



NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS
e MR R M

For the year ended 31 December 2020 #E"Z"ZF+"A=+—HIFE

20. STATUTORY DEPOSITS AND OTHER ASSETS 20. ZERERHMEE
2020 2019
ot et~ 3 3 “ZE-NEF
HK$’000 HK$’000
FET FAEIT
Hong Kong Securities Clearing BEEFPREEBRAE
Company Limited (“‘HKSCC”) (T&EB&HEHED
Contribution fund deposit REESEE 100 100
Admission fee deposit WANE 7 & 100 100
The Stock Exchange of ERBMERZMBRAR
Hong Kong Limited
Compensation fund deposit EEESRE 100 100
Fidelity fund deposit EREEERE 100 100
Stamp duty deposit ENTEM T & 5 5
The Securities and Futures Commission &BHEEFEHLKIAEEHEE
of Hong Kong &89
Deposits for responsible officers BEAERE - 100
405 505

ERESEERAERARA | ZEZEFR
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

21. INVESTMENTS IN SUBSIDIARIES

The following is a list of the Company’s principal subsidiaries
as at 31 December 2020 and 2019:

21.

RtBARZIRE
UFBR-B-BER-T—AEF
+ZA=+—B2ARREBWEL
e

Attributable equity
interest
and voting power
held by the Company
FARFHEE
BEHHRREE
. . . . As at
Place of incorporation/  Particulars of issued 31 December
establishment and share capital/ o
kind of legal entity registered capital ®+=R=+-H Principal activities and
Name of subsidiary MM Rt R BRTRE/ 2020 2019 place of operations
WEARAE EEERER AMESHE ZSZ%E —TnF 0 TEEBREEME
% %
Sinofortune Financial British Virgin Islands, 611,700 ordinary shares 100 100 Investment holding
Holdings (BVI) Limited limited liability company of US$1 each
Sinofortune Financial HEEYHE BRAT 611,700 100 100 RERk
Holdings (BVI) Limited BREEIZTZEBR
Stockmartnet Limited Hong Kong, limited HK$3 100 100 Investment holding
liability company
TRHBRAT B BRRF 3BT 100 100 RERK
Sinofortune Securities Limited Hong Kong, limited HK$67,000,000 100 100 Securities and futures
liability company brokerage and securities
margin financing services
in Hong Kong
ERFEFARAD &8 BRAF 67,000,000 70 100 100 REBRERSFREAE
KL REFRESRH
BR%
IFN-GT Financial Holdings Limited  British Virgin Islands, 1 ordinary share 100 100 Investment holding
limited liability company of US$1 each
IFN-GT Financial Holdings Limited ~ EBEZ#S > BRAH 1REREEIZT 100 100 RERk
2 EBER
Sinofortune Property Limited Hong Kong, limited HKS$1 100 100 Property holding in
liability company Hong Kong
ERHMERRAR &8 BRAF AT 100 100 REEFENE
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For the year ended 31 December 2020 #HEZZ-ZF+_"_F=+—HILFE

INVESTMENTS IN SUBSIDIARIES (continued)

Particulars of issued
share capital/
registered capital

Place of incorporation/
establishment and
kind of legal entity

. RtBAaRzZE @

Attributable equity
interest
and voting power
held by the Company
FRRFAERS
BEEERIEERE

As at
31 December

®+ZB=+-H

Principal activities and

Name of subsidiary AL/ LB R BETRE 2020 2019 place of operations
WEARAE EEERER AMESHE ZTZTE _T-hF 0 TEEBREEMY
% %
Aceview International Limited British Virgin Islands, 1 ordinary share 100 100 Investment holding
limited liability company of US$1 each
HEERERAR EBRLEE BRAR 1REREEIET 100 100 REER
2 BBR
GoHi Holdings Limited British Virgin Islands, 3,500 ordinary shares 100 100 Investment holding
limited liability company of US$1 each
GoHi Holdings Limited HERYEE BRAT 3500REREEIZT 100 100 REER
2 EBR
FNEGHBREZHBIRLE  PRC, foreign wholly- Registered capital 100 100 Provision of education
(transliterated as Shenzhen owned enterprise of RMB40,000,000 information and
Sinofortune Education consultancy services
Investment Consultancy in PRC
Company Limited)
(“Sinofortune Education”) (Note 1)
MIERYBRELHBRAE  FE HEBELE AMEARR 100 100 RABEREAEE?
(ER#E) (HE1) AR #40,000,0007 )
Precious metals
FNEREUEEBLERRAE  PRC, limited Registered capital 95 80 brokerage
(transliterated as Shenzhen liability company of RMB20,000,000 and spot trading in PRC
Guoyin Brilliant Precious Metals
Limited) (“Guoyin”)
AMIBREUEEBLEERRE FEBERAT AMEARR 95 80 RHENEEEELL
UEG ) AR #20,000,0007 RREXS

EREEERARQARF | ZT=F
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

21. INVESTMENTS IN SUBSIDIARIES (continued) . RMBAaRZIK/E (&)
Attributable equity
interest
and voting power
held by the Company
FRRFAERS
BEEERIEERE
. . . . As at
Place of incorporation/  Particulars of issued 31 December
establishment and share capital/ o
kind of legal entity registered capital ®+=R=t+-H Principal activities and
Name of subsidiary AL,/ B R BETRE/ 2020 2019 place of operations
WEARAE EEERER AMESHE ZTZTE _T-nF 0 TEEBREEMY
% %
EERAAREREZERAE  PRC, limited Registered capital 99.67 93.33  Sales of motor vehicles,
(transliterated as Chongaing liability company of RMB150,000,000 provision of agency
Sheng Yu Hong Jia services and accessories
International Trading sourcing in the PRC
Company Limited
(“Sheng Yu Hong Jia") (Note 2)
EERANRZERERERAS  HE ARAT SAMELRR 99.67 93.33 RAEHESE-
(MEmshz)) (F5t2) A E#150,000,0007 RERERE
RE#RE
FNEBEMREERARAT  PRC, foreign wholly- Registered capital 100 100 Investment holding
(transliterated as Shenzhen owned enterprise of RMB50,000,000 in the PRC
Huayi Biotechnology
Group Company Limited
(*Huayi Biotechnology”) (Note 3)
RERENVEERBRR HE SEEERE AMELRR 100 100 RAERERR
(FEERENHR) (ﬁﬁuzs) AR #50,000,0007T
FNEERBEMREABRAT  PRC, limited Registered capital 20 0 Sales of medicines
(transliterated as Shenzhen liability company of RMB5,000,000 in the PRC
Huayi Health Biotechnology
Company Limited
(*Huayi Health”) (Note 4)
MIERREZEMREBRRE  FE BRAS AMELRR 90 90 NI R )
(MR (H5t4) AE%5,000,0007
ERBERE (RN BRAR PRC, limited Registered capital 51 51 Sales of calligraphy and
(transliterated as Huayi liability company of RMB5,000,000 painting in PRC
International Culture (Shenzhen)
Company Limited
(*Huayi Culture”) (Note 5)
ERERYXE (RN BRAF HE BRAH AMELRR 51 51 RHEHESE
(MEEf@xqb)) (Hizts) B #5,000,0007T
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For the year ended 31 December 2020 #HEZZ-ZF+_"_F=+—HILFE

INVESTMENTS IN SUBSIDIARIES (continued) 21. RMBARZRE (&)

Notes: [

1. During the year ended 31 December 2020, Sinofortune Education, a 1. HEZ-ZF+ZA=+—HIEEFE>
wholly owned subsidiary, acquired an additional 15% equity interest in 2EMNBABERK S WEEIREING®
Guoyin for a consideration of approximately RMB1,000,000 (approximately B, KEBAOAB AR1,000,0007T (B
HK$1,090,000). The excess of the attributable net asset value of the 1,090,000 7t) © BlR15%A% REFE(L & &%
15% equity interest in Guoyin over the consideration paid, amounted to BB NRENEEEZ5,418,00048 7T
HK$5,418,000 was credited to accumulated losses of the Group. Bt AREEREEIE-

2. During the year ended 31 December 2020, Guoyin, a 95% equity-owned 2. BHE_Z_ZF+"A=+—HLEEE>
subsidiary, acquired an additional 6.67% equity interest in Sheng Yu Hong KN BB I5%/RHE 2 I B A = [ IR Uk 8
Jia for a consideration of approximately RMB6,410,000 (approximately BRI SL R EEING.67T%RIE  RENAAR
HK$6,990,000). The excess of the consideration paid over the attributable 6,410,0007T (496,990,0007& 7T) ° B RIE
net asset value of 6.67% equity interest in Sheng Yu Hong Jia amounted HBH BRI Sh3=6.67 %R IERILE EFEN
to HK$5,554,000, was charged to accumulated losses of the Group. ZEFEA5,554,0008 7 ERAEERTE

Bk
3. The subsidiary was established on 12 June 2019. 3. ZRBRAER_ZE—NAFEAB+IZHEHK
o

4. The subsidiary was established on 10 May 2019. 4. ZWBABIN _E—hEHEA+HMIL

5. The subsidiary was established on 4 April 2019. 5. ZHBABIN ZZ—NFOEB MBI

The above table lists the subsidiaries of the Group which, in the TREINEEDAE A EFXEENE

opinion of the directors, principally affect the results or assets ERNIEREZMBRAG -EHR3D

of the Group. To give details of other subsidiaries would, in 7oV HEHM B AR 2 BN ENE
the opinion of the Directors, result in particulars of excessive BN NAIE =g

length.

2020 2019
HK$'000 HK$’'000
FHTT BT
Company’s commitment to provide KRABNRERFHME LB
funding to subsidiaries if called REESZEKEE 32,253 28,941

As at 31 December 2020 and 2019, there are no contingent
liabilities relating to the Group’s interest in the subsidiaries.

Material non-controlling interests

The total non-controlling interests as at 31 December
2020 is approximately HK$226,000 (2019: approximately
HK$7,428,000), of which approximately HK$367,000 (2019:
HK$2,402,000) attributable to Guoyin and HK$271,000 (2019:
HK$5,263,000) attributable to Sheng Yu Hong Jia. The non-
controlling interests in respect of other subsidiary is not
material.

Summarised financial information on the subsidiaries
with material non-controlling interests

The following table lists out the information relating to
Guoyin and Sheng Yu Hong Jia, the two subsidiaries of the
Group which have a material non-controlling interests. The
summarised financial information presented below represents
the amounts before any inter-company elimination.

FER

R CECTER_FT-NAFTZA
=18 tEEEAEEANBAD
ZREZHRER-

BERIEERRER

N_Z_TFF+"F=+—HFER

55 4B ZE49226,0008 7T (ZB—H.F .
#97,428,00048 75) > HPEIREHL
367,000 7T (Z&E— N5 : 2,402,000
B 7T) BB Ak B FE15271,0008 7T (Z
T—H4F 5,263,000 7T) o B REEM
MTF/\TBﬁaEWﬂ““jtTEj:o

BEEARFERERZMB AR ZMH
BHE
—F?\%%ﬁuzl&%@ﬁ?aﬁ%ﬁéﬁ%?ﬂﬂy
HamzWBABBIERE L ELE
Ko T 25| 2 B ERBREIRERR
BIE BRI 2 FRIE o
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21. INVESTMENTS IN SUBSIDIARIES (continued) 21. RfIBATIZIRE (&
Summarised financial information on the subsidiaries BEXREERESZB AR ZME

184

with material non-controlling interests (continued) BREBE &
Summarised statement of financial position HERREREE
Sheng Yu Sheng Yu
Hong Jia Guoyin Hong Jia Guoyin
23 Tp E iR BAAhE El R
2020 2020 2019 2019
k- et -3 k- et -3 —E-NE —ZhE
HK$’000 HK$’000 HK$’000 HK$'000
F#ET F#ET FET TET
Current TRE
Assets BE 94,499 11,944 116,002 17,875
Liabilities &8@& (12,514) (338) (38,041) (309)
Total net current assets MENBEEMFE 81,985 11,606 77,961 17,566
Non-current JERE
Assets BE 314 7,597 983 -
Liabilities &8@& (144) - - -
Total net non-current assets FRBEELFE 170 7,597 983 -
Net assets BEEFE 82,155 19,203 78,944 17,566
Capital to be contributed by EEREREEAZER
non-controlling interests - (1,186) - (3,332)
Capital to be contributed by the Group ~ AE£EETIAZER - (10,672) - (7,776)
Non-controlling interests FEERR R 271 367 5,263 2,402
Summarised statement of profit or loss and other HERREMPEIKA REHE
comprehensive income
Sheng Yu Sheng Yu
Hong Jia Guoyin Hong Jia Guoyin
BAhE E R BAAAE G
2020 2020 2019 2019
ZEZZF k- k33 —Z-hEF —T-hEF
HK$’000 HK$’000 HK$'000 HK$'000
T#ET T#ET FET FTET
Revenue Wt 67,800 81 325,124 -
Loss before income tax FRETSTRAIAS 18 (2,005) (134) (85,304) (103)
Income tax expense PREMAZ - = - -
Loss for the year EREE (2,005) (134) (85,304) (103)
Other comprehensive income/(loss) Hihz@mh A/ (§58) 5,216 1,021 (1,973) 375
Total comprehensive income/(loss) 2EBA (B5H) 85 3,211 887 (87,277) (478)
Profit or loss allocated to non-controling B9 L EJFIERER 2 B
interests (5) () (5,687) (21
Total comprehensive income/(loss) ENEEFERERY
allocated to non-controlling interests 2EMBA S (5F518) 8% 12 46 (5,818) (72)
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21. INVESTMENTS IN SUBSIDIARIES (continued) 21. RMBARZIRE (&
Summarised financial information on the subsidiaries BEXRIEERERZBRAT ZMT
with material non-controlling interests (continued) BREBE &

Summarised statement of cash flows BEREXTE
Sheng Yu Sheng Yu
Hong Jia Guoyin Hong Jia Guoyin
Bk Eif3 BAE E:f]
2020 2020 2019 2019
ZEZZF ZEZZF —Z-hE “T-hEF
HK$’000 HK$’000 HK$'000 HK$'000
FET FET FTET FET
Net cash generated from /(used in) mEEBEL/ @H)
operating activities ZREFE 2,433 (92) 2,836 (198)
Net cash generated from /(used in) REEHEE/ @A)
investing activities ZREFE 109 6,739 11 (1,904)
Net cash used in financing activities MEZHHHACREFE (168) - (483) -
22. INTERESTS IN ASSOCIATES 22. RBEQARZHEX
2020 2019
—ECEHF “E—NF
HK$’000 HK$’000
FHT BT
Cost of unlisted investments in REE QB ZIF LTREMA
associates 22,700 22,728
Share of post-acquisition losses DI EBEIE M
and other comprehensive income Hihe2mmW A 1,270 1,270
Impairment loss recognised EERRERBE (23,180) (23,194)
Exchange realignment b T2 5 £ (790) (804)
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22. INTERESTS IN ASSOCIATES (continued)
Particulars regarding the associate are as follows:

22, NBEQATIZER (&
ERBME AT ZEBEINT ¢

Attributable equity
interest
and voting power
held by the Company
T RRRAHES
REEaRigRiE

As at
31 December

K+ZR=+-H Principal activities and

Place of Particulars of
Incorporation/ issued
establishment and share capital/

Name of associate kind of legal entity registered capital 2020 2019 place of operations
SEMERIL It BETRE/
HERTLTE BREEBRER HMERFE —FITE 2% TEEBRELHE
% %
FFBEZEREERRZHL  PRC, limited Registered capital 38 38 Provision of trading
BRAT liability company of RMB38,000,000 platform for precious
(transliterated as Shenzhen HE BRAE AELA metal and provision of
Qianhai First China AR #38,000,0007% related consultancy

services in the PRC
ROEREESBRS
T & RS ARE

International Commodities
Exchange Centre Limited)
(“Qianhai First China”)
AIFEEZERERR S0
BRAA (TRIEEE)

MIFHRBEERMERAE  PRC, limited Registered capital =
(transliterated as Shenzhen liability company of RMB1,000,000
Zhongeai Yingtong Information 1B AR AT HAMELS
Technology Company Limited) AR 1,000,0007¢
(“Zhongcai Yingtong”)

40  Provision of development
services, and sales of
software for information
network equipment,

terminal products and

MFHRREERMERAT calculators
(ThErmE)) in the PRC
PRERER M B4R

B RIEERKGEESR

Bz REREREE
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22. INTERESTS IN ASSOCIATES (continued)

Qianhai First China

Summarised financial information of Qianhai First China

REEQRZz2#Ex (&
AIBEE
FIBEEZHMBEHEE

2020 2019
—E-EF —E-NEF
HK$’000 HK$’000
FHT AT
Current assets MNEE 58,400 61,725
Non-current assets EREEE 1,314 2,771
Current liabilities P =R (35,949) (40,943)
Non-current liabilities ERBEE - -
Net assets BEFE 23,765 23,553
2020 2019
—E-EH —E—nF
HK$’000 HK$’'000
FHT FAET
Revenue & 571 -
Loss for the year FAREE (1,303) (7,308)
Aggregate amounts of translation RAmEB®E RNE 2
reserve arising from translating of the B #ERERMELEZ
associate’s financial statements bE R B AR S5 1,515 (527)
Total comprehensive income/(loss) SEWA S (B518) 4248 212 (7,870)
Unrecognised share of income/(loss) ~ AEREDEMLIA (F518)
for the year 81 (2,977)
Cumulative unrecognised share of loss R &t R ERE(LEE (13,669) (13,750)
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22. INTERESTS IN ASSOCIATES (continued) 22, REEATIZER (&
Qianhai First China (continued) AIBEHE (&
Summarised financial information of Qianhai First China HBEEZHMBEEHHE (&
(continued)
Reconciliation of the summarised financial information to the BHEENBEARSM BRI PESR
carrying amount of the interest in the associate recognised in ZRBERB 2 R 2 IREENHER .

the consolidated financial statements:

2020 2019
—ECEHE —E—nF
HK$’000 HK$’'000
FHT TFAETT
Net assets of Qianhai First China AIBEEZEEFE 23,765 23,553
Proportion of the Group’s ownership in ZNEBRAIEEEZ
Qianhai First China FREDHT 38% 38%
The Group’s share of net assets of AEBEGLAIBEEES
Qianhai First China BETE 9,030 8,950
Goodwill on acquisition included in FAREBEHMEAT ZHAZ
cost of investment in associate g 14,150 14,230
Impairment loss recognised on interest FREAE AT 2 2
in associate (Note) EREREREE () (23,180) (23,180)

Carrying amount of the Group’s interest ZNE BN AIBEE 2 FE 2
in Qianhai First China REE - -
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INTERESTS IN ASSOCIATES (continued)
Qianhai First China (continued)
Summarised financial information of Qianhai First China

(continued)
Note:

In the prior year ended 31 December 2017, Qianhai First China suspended its
business operations as a result of the implementation of review by the PRC
local government of the laws and regulations governing the operations. In this
regard, impairment loss on interest in this associate was fully recognised in the
consolidated financial statements for that year, and the Group ceased to account
for the associate using the equity method of accounting.

Up to the end of the reporting period, the PRC local government’s review of
the laws and regulations is still in progress, accordingly, no adjustment on the
impairment loss previously recognised on the interest in associate is considered
to be made in the consolidated financial statements of the current year.

Cumulative share of loss of this associate amounted to HK$13,669,000 was
not recognised as impairment loss on interest in this associate was made in the
consolidated financial statements.

Litigation against to Qianhai First China

As at 31 December 2020, Qianhai First China has some
unresolved legal cases relating to the contracts dispute with
some investors and involving the total claimed amount of
approximately RMB3,853,000 (approximately HK$4,569,000)
(2019: approximately RMB3,962,000 (approximately
HK$4,401,000)). According to the legal opinion obtained
from the Group’s PRC lawyer, the PRC lawyer opined that
from recent judgments, the courts tends to rule in favour
of the investors in claims of similar nature, therefore it is
likely Qianhai First China may have to compensate these
investors accordingly. The Group considers that the associate
has sufficient financial ability to compensate the claim from
investors, therefore no further provision of liabilities needed to
made by the Group.

Commitments in respect of Qianhai First China

22.

REEQRZz#E=s (@)
AIBHE (&
FIBEEZHBEENBE (7

B -

BE_Z—tF+_A=+—HLBEEE A
PAREM T AN E EEE R A RERET
FE O RBEHEUEACEEY -RILEMS > N &
BMERARNZREZ AEBERENZEENREH
BERRTURD MAEETBRAREGZE
HBE AR ETERE

BEERSHR PEMABFDEBEERER
At REBRAFEZ GV BREINABE
PR EE AR 2 Bm R 2 BRI LR

ZHE AT REHELE51813,669,0007 T Ak
DoNEABRGEEVMBREFUZMERRD Z#
WA

sHHEAIEEEZRFR
W_B_EBE+_A=+—H’ A8
BEFAETMABAZHETRES
ENMMERRNERES TS KA
REESHHNAREES,853,0007T (89
4,569,000587m) (ZE2E—AF AR
#£3,962,0007T (494,401,00078 7)) © 1R
BEEAERNTEEMREZEZEER
RO EEMBAE BERAHA R P
FEUEERRS  AREEPMMEREF
RTEEWHR AL EEERAAE
BEEEEZEREE AEERAH
ENPABENYRENUEERE
BRE ALEAEEEEE—THIRES
B

BRI BEEZRIE

2020 2019
—E-EHF —T—hE
HK$’000 HK$’000
FHET AT
Group’s commitment to provide funding 2% B 72 2 K 85 [0 711 /8 B FE IR
to Qianhai First China if called B2 K 22,531 21,105
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22.

INTERESTS IN ASSOCIATES (continued)

Zhongcai Yingtong

In the prior year ended 31 December 2019, the Group
had held 40% equity interest in Zhongcai Yingtong, which
was established in the PRC and was principally engaged
in provision of development services and sales of software
for information network equipment, terminal products and
calculators in the PRC. This associate was inactive during the
years ended 31 December 2020 and 2019. Impairment loss
on interest in this associate amounted to HK$14,000 was
recognised in the consolidated financial statements in prior
years and the Group ceased to account for the associate using
equity method of accounting. During the current year, Zhongcai
Yingtong was forced to liquidation. No profit or loss was
recognised on the Group’s investment in this associate written
off during the year.

22.

REBEARNZHEE (&

B
BE-T-—AE+-A=+—BLB
R A BISE B FUEZ40%8
% T B BB R B I E B
PR EIR I E BRERE  ERERR
SO BIRRIS RA o i
AARRE_S_BER_F—NF
+ZAS+—HLEEELRES R E
B A ) 2 2 2 L A5 414,000
TERBEFENEAHBRRED
EES Y ESBREEL R
ATETE BT RAEER > P
BB ISR o £ P 3L AN A £
PR R ) 2 38 W R BB AE A MR
G
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23. INVENTORIES 23. #8
2020 2019
—E-TF —ZE—hEF
HK$’000 HK$’'000
FHT FAET
Motor vehicles for sale HEARE - 52,058
Other finished goods HAM AL o 144 472
144 52,530
The analysis of the amount of inventories recognised as an BRABRSIILSABRZEETED
expense and included in profit or loss is as follows: M
2020 2019
- k-3 3 —T—hE
HK$’000 HK$’000
FHT FAETT
Amount of inventories sold BEEGFEDEE 63,093 355,612
24. TRADE RECEIVABLES 24. BWEZHRE
2020 2019
—E-EF “E-nF
HK$’000 HK$’000
FHET AT
Trade receivables arising from securities 35 % 8 40 2 75 B 22 £ FE R
brokerage business: B MIE
Margin clients REBESER 2,433 1,578
Cash clients ReEER 1,099 5,098
Hong Kong Securities Clearing ERAPREEERAT
Company Limited (“HKSCC”) (net) (TEBHEHE) BB 466 134
Trade receivables arising from AEBSMESE
trading of motor vehicles FEUN & 5 =18 11,837 25,025
15,835 31,835
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24.

TRADE RECEIVABLES (continued)

Receivables arising from margin clients

Trade receivables from margin clients are repayable on
demand, bearing interest at prevailing market rates and are
secured by clients’ pledged securities which are listed on the
Stock Exchange with a total market value of approximately
HK$15,457,000 as at 31 December 2020 (2019: approximately
HK$17,212,000). The Group considers that the credit risk
arising from the receivables from margin clients is significantly
mitigated by the client’s pledged securities.

Receivables arising from cash clients and HKSCC

The settlement terms of the receivables arising from cash
clients and HKSCC are one or two trade days after the trade
execution date. Subsequent to the end of the reporting
period, the trade receivables from cash clients amounted to
HK$1,099,000 were settled by the clients.

Aged analysis of receivables arising from securities brokerage
business is not presented as management of the Company
considers that the aged analysis does not give additional value
in view of the nature of this business.

Receivables from trading of motor vehicles
The receivables from customers in respect of the trading of
motor vehicles are due in 120 days from date of billing.

The trade receivables amounted to approximately
HK$7,447,000 (2019: approximately HK$5,659,000) from
customers arising from trading of motor vehicles that were
past due but not impaired at 31 December 2020 is related
to the customers that had a good track record of credit with
the Group. Based on past credit history and its financial
background, management believes that no impairment
allowance is necessary in respect of these balances as there
has not been a significant change in credit quality and the
balances are still considered to be fully recoverable.

Further details on the Group’s credit policy and credit risk
arising from trade receivables are set out in note 45.

24,

BB S HE (&
FElREEERMRIE
BUWREEERAZEWE ZHRIBER
EXRESZ BBOHHEMNEFE WU
ERARZEIEF+ZA=1+—H#
M {E#915,457,0008 7T (ZE—HE !
#917,212,0008 7t) 2 R EHm 2
BB S EIRIT - AEBER AR KRS
SERPAMEfMELENEERRERE
MEFEZSEMALBR L

BRREEEREBEEZHIE
EWRREERAREREEZNERE
ARG ABEE—FIHEZZHALT e
RBEHRE BRIREEEZE R
151,099,000 T EHEREH

BERNBFELCEBZEE  xRFEE
JE 28 7% BR e 0 AT M AT A1 BROME (B >
RE2IREBREEZBEREZ
AREC DT o

W SEE S wIE
MAEHESEREAIEESRHIRS
HERFEEH120H A EHR ©

N_E_EFE+"A=+—H H"EE
SELENARERRENERERE
BIRIEA AT ,447,00058 T (ZE—Ah,
& [ #95,659,000/870) » EIEAEE
BERTEHZBNETLER R8T
NEELRAEVES S EEBERA
HREEERTAZEEANEE B4
BRI R A R M SE 2R FILEE R
ZEERRETIR R E RS o

ERAKEEERRRENEZ A
FREEEERRZE—DFBEHIH
5450
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The following is an aged analysis of the trade receivables
arising from trading of motor vehicles based on invoice dates at

the reporting period:

24,

FEUE % RIA (&)
REAEESZERBESRERRSE
HIERERAMZREDTIOT

2020 2019

—E-THF “E-nF

HK$’000 HK$’000

FET FAETT

0 - 30 days 0ZE30H 3,132 20,032
31 - 90 days 31E90H 316 413
91 to 180 days 91E&180H 7,148 2,789
181 to 365 days 181%E365H 800 1,498
Over 365 days 365H U k& 441 293
11,837 25,025

The maximum exposure to credit risk at the end of the
reporting period is the carrying amount of trade receivables.
Other than the amounts receivable from margin clients, the
Group does not hold any collateral as security in respect of its

trade receivables.

The carrying amount of the Group’s trade receivables are

denominated in the following currencies:

RB|EPR > RREERRAEKES
MIAZREE RERFRRETEPARE
Sy REBMEMERWRE ZHIERA
EEIIE IR G (R HE4R o

FEERBEZREZREEZAT
E85E :

2020 2019

—E-EH —ET-NF

HK$’000 HK$’'000

FHET FAEIT

Hong Kong dollars BT 3,998 6,810
RMB AR 11,837 25,025
15,835 31,835

ERESEERAERARA | ZEZEFR



194

NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS

e M RRMNE

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

25. LOANS RECEIVABLE

25. FERE™®

2020 2019

—EEHE “ZE-NEF

HK$’000 HK$’'000

FHT FAET

Loans to associates BRTHE AT = 2,832

The loans receivable carried interest at 1.95% per annum and
were unsecured. As at 31 December 2019, these loans were
past due for periods of 8 to 29 days. During the current year,
the loans receivable were fully repaid in January 2020.

EWERREF1.95E 515 BmIgH -
R_E-—NF+-B=+—H &%FE
MEHABE29H - MAFE » BB
R_E_EF—FOTHEER-
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26. FINANCIAL ASSETS AT FAIR VALUE THROUGH

OTHER COMPREHENSIVE INCOME

BRATFEAAHRMZEBRAZER
"BE

2020 2019

—E_ELH —E—hE

HK$’000 HK$’'000

FHET FAET

Unlisted equity investment JELTRERE - 9,997

Movements in unlisted equity instruments are as follows:

JFEMRETIRZEFHWNT

2020 2019

—E-EHF —E-NEF

HK$’000 HK$’000

FHT FAETT

At 1 January n—A—H 9,997 -
Acquisition during the year FRUEE - 9,997
Gain on change in fair value NEEEH 2 W 1,164 -
Disposed of during the year FRHE (11,161) -
At 31 December R+ZB=+—H - 9,997

During the year ended 31 December 2019, the Group
acquired 30% equity interest in FIHEYR L ER GEYI)
BIR/AT (transliterated as Nan Rui Biotechnology Group
(Shenzhen) Company Limited) (“Nan Rui Biotechnology”) for a
consideration of RMB9,000,000 (equivalent to approximately
HK$9,997,000). Nam Rui Biotechology is an entity established
in the PRC engaging in biomedical laboratory project
investment. According to the Articles of Association, the
number of directors in the board of Nan Rui Biotechnology
are three and the shareholders agreed that the Group would
not nominate any representative to be a director of Nan
Rui Biotechnology. Therefore, without significant influence
or control, the equity investment was classified as financial
assets at FVTOCI with changes in fair value recognised in fair
value through other comprehensive income reserve (“FVTOCI
Reserve”).

ERESEERAERARA | ZEZEFR
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26. FINANCIAL ASSETS AT FAIR VALUE THROUGH

OTHER COMPREHENSIVE INCOME (continued)

On 24 December 2020, the Group entered into an agreement
with an independent third party to dispose of 30% equity
interest in Nan Rui Biotechnology for a consideration of
RMB9,500,000 (equivalent to approximately HK$11,161,000).
Completion of the disposal took place on 27 December 2020.
Upon the completion of the disposal, the FVTOCI Reserve
amounted to HK$1,106,000, which was attributable to the
Group’s investment in Nan Rui Biotechnology, was transferred
to accumulated losses. Details of the disposal are set out in the
Company’s announcements dated 24 December 2020 and 30

27.

December 2020.

FINANCIAL ASSETS AT FAIR VALUE THROUGH

PROFIT OR LOSS

26.

27.

BAFESAAHMZEWMAZER
BE (&

W _E_EFE+_RB_+NH > x&E
BRBYE=As]utpE MEHER
HmEMMEIONKRE KBAARKE
9,500,0007T (B9% 711,161,000
TT) cHEFEEN _ZE_ZTE+_AH
Tt+tHER O REEEEREME
AEBREHREYHENKEREWG
ZEAFESAHMEZEWAFEE
1,106,000 B Tt HBEERFEHEE -HE
FEFEFEENALADHBEA_ZE -
F+-_ A 4+NHKR_E_ZTE+_
B=+HZAffe

BRATEAAREZENEE

2020 2019
- et 3 3 —T—hE
HK$’000 HK$’000
FHT FAET
Equity securities listed in Hong Kong I &#E 2 iB7AE 1,198 1,378
Unlisted investments JELTEE - 7
Unlisted equity investments (Note) JELEMRERE (D) 17,199 31,703
18,397 33,088

Analysed for reporting as: BERDTOT
Non-current assets EREMEE 17,199 31,703
Current assets REEE 1,198 1,385
18,397 33,088
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27. FINANCIAL ASSETS AT FAIR VALUE THROUGH

PROFIT OR LOSS (continued)

Note:

During the year ended 31 December 2019, the Group entered into a limited
partnership agreement with ARAESEEIR M EEH L (transliterated as
Chengdu Lan Bao Kun Business Management Centre) (the “General Partner”)
for 50% ownership investment in a limited partnership, AEREETRE (BEEIE
Ay (transliterated as Chengdu Lan Bao Zhen Business Management Centre)
(the “Limited Partnership”). The Group acted as a limited partner in the Limited
Partnership with injected capital of RMB30,000,000 (equivalent to approximately
HK$33,324,000). According to the limited partnership agreement, all decisions
related to the relevant activities of the Limited Partnership are made by the
General Partner, which is independent from the Group, and the term of the
Limited Partnership is five years from the issuance date of the business licence.
The General Partner has the right to extend the term of the Limited Partnership.

Pursuant to the terms of the limited partnership agreement, upon termination
of the Limited Partnership, any surplus assets of the Limited Partnership, after
payment of termination expenses, wages, social insurance expenses, statutory
compensation, tax liabilities and outstanding debts, shall be divided among the
partners in proportion to their respective paid capital contributions. The principal
asset of the Limited Partnership is a 90% equity owned PRC subsidiary, f%#535=
REEIRBER AR /AT (transliterated as Chengdu Jia Bao Yao Yin Medicine
Technology Company Limited) (“Chengdu Jia Bao Yao Yin”), which is principally
engage in investing and participation in new medicine development projects
in the PRC. In September 2019, Chengdu Jia Bao Yao Yin entered into a joint
development agreement with a business partner to co-operate in the joint
development of three new medicines. In October 2019, Chengdu Jia Bao Yao Yin
entered into an agreement to acquire the patent of a medicine from the business
partner.

The fair value of the Group’s interest in the Limited Partnership as at 31
December 2020 and 31 December 2019, which are measured based on
discounted cash flows from the patent of a medicine held by and individual new
medicine development projects undertaken by the subsidiary of the Limited
Partnership with discount rates ranged from 6.18% to 19.48% (2019: 6.18% to
19%), were estimated to be HK$17,199,000 (2019: HK$31,703,000). Loss on
fair value change of the Group’s interest in the Limited Partnership amounted
to RMB14,037,000 (equivalent to approximately HK$15,732,000) (2019:
RMB1,460,000 (equivalent to approximately HK$1,650,000)), are included in
“other income and losses, net” in the consolidated statement of profit or loss and
other comprehensive income.

Details regarding the fair value measurement are set out in note 45.

—ECTFFR

27.

BRATFEAABHRZEMEE (@)
GEE

BE_Z—AE+_BA=+—HLEE£&£E
B EERMCEEEPL ((EEEAB AL 5T
ERGEHZ UREEREBLEMBERE
TCEZERL (BREBRE)) Z50%EHE R &
EELEREBLENEREBA EABELRA
F2 #30,000,0007T (895 5233,324,000587T) ° 1R
ERGBHE RERSBOEXMERMEHEEN
FIAREHHBIRAEENEESBE AL
BREREGBLENPERASENRBEEZARER
F EREPAERILIREREGBLEZFH-

BEERGBEHZZGR RAERAGBEELL
BoRENBRLIAS - ITE- HERBRER ETE
BE-RNMBEERHAEEEFR ARABD
EZAMBFEERRAGBARRSSAHEY
BN E-BREBEENTEEEDER
90% 1 ai < BT B A B) Al & 52 TR IR BR R R i
BRAT (THEERER)  HIBZRERER
DEPENERBEE - R _2—NFALA M
WERRRA—REBAERHIIHORER
FOUGBMERE=ZBNEN - N _F—hEF+
B B REREBEZSEBHITIULHZEUN
BEEEY HAR

RIEZEF+-A=+—HEZZ—AE+Z
B=+—B A&EEREREBLENEZZ A
TEDEREREBLEZHNBARFAENEY
FEA R AEN—EE R FEEEEIEE N BRI IRIR
EREFE (BEENTF6.18%%E19.48% (==
—NLE 1 6.18%FE19%) » {f5T 417,199,000 7T

“E— R 31,703,000 7)) c KEEMNEAE
REBLENREZ ATEETHEEAARE
14,037,00070 (895 7215,732,000 75) (ZZE—H
F . AR 11,460,0007T (895 141,650,0005% 7))
STAGREERREMEERARRATEMBA R
51873 HE] ©

BRRATESEZFBEHNM LS
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28. PREPAYMENTS, DEPOSITS AND OTHER 28. FAIRIA-HERHEMEWKRTRIE
RECEIVABLES
2020 2019
—EEHF —E—HE
HK$’000 HK$’000
FHT THET
Deposits paid for acquisition of BEEESE BENERE
motor vehicles for resale (Note (a)) (MI5%(a)) 43,165 20,686
Advance payment for acquisition of BE—EYEZBNRIE
a property (Note (b)) (5% (b)) 1,660 1,555
Other deposits and prepayments Hitig s RFEIRIE 865 1,790
Total deposits and prepayments HE RFENHRIE4EEE 45,690 24,031
Other receivables HpEwkIa
Reclassified from deposits paid for ENMOEEEEERE
acquisition of motor vehicles for B #%E (WaE@)kkc)
resale (Notes (a) and (c)) 5,684 -
Value added tax recoverable AJ UL Bl (E R 2,051 6,552
Advances to a subsidiary of the BHTFEREBELEWB AT
Limited Partnership (Note (d)) Z B (MI5E(d)) 11,858 -
Sundry receivables (Note (e)) IR UERIE (HEEEe)) 3,291 4,275
Total other receivables Huh W Ig48%8 22,884 10,827
68,574 34,858
Analysed for reporting as: BERDTOT
Non-current assets EREEE 1,660 2,327
Current assets MENEE 66,914 32,531
68,574 34,858
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28. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Notes:

(@)

EREEEERBRAA

Movements of the deposits paid for acquisition of motor vehicles for resale
are set out below:

28.

ARE -REREMERRE

()
ER

() HESEAREZECRSEIHHIINT :

2020 2019

—E-EF ZZ-hEF

HK$’000 HK$’000

FAET THET

Balance at 1 January W—B—HZ &8 20,686 89,717

Purchase deposits paid during the year ERENEERS 40,797 320,854
Decrease in purchase deposits paid FERBNEERZSRD

during the year:
Offset against deposits received

WHBWIRE REEN O EREME

with remaining amount reclassified to WRIE (MTEE())
other receivables (Note (i) (11,665) -
Transferred out and formed cost of BB ERE R
motor vehicles purchased (1,174) (389,209)
Impairment loss recognised for the year FRERDBEEE (B )
(Note (ii)) (7,918) -
Exchange realignment PE A2 2,439 (676)
Balance at 31 December R+ZB=+—HZ#& 43,165 20,686

In prior years, the Group made deposits payments amounted to
RMB10,502,000 (approximately HK$11,665,000) to a purchase
supplier (Supplier A as referred to in note 33(a)) for the acquisition
of motor vehicles for resale purpose and, in this connection,
received deposits amounted to RMB3,100,000 (approximately
HK$3,443,000) from a customer (a third party) for sales of
motor vehicles. The deposits paid to the purchase supplier of
approximately HK$11,665,000 and the deposits received from the
customer (Customer X as referred to in note 33(a)) of approximately
HK$3,443,000 were included in the deposits paid for acquisition of
motor vehicles and contract liabilities respectively at 31 December
2019.

In December 2020, the Group entered into an agreement with
the Supplier A and the Customer X, pursuant to which (i) the
purchase from the Supplier A lapsed and (ii) the deposits received
from the Customer X amounted to RMB3,100,000 (approximately
HK$3,443,000) was applied to set off against the deposits paid
to the Supplier A, and the remaining balance of the deposits paid
amounted to RMB7,402,000 (approximately HK$8,191,000), which
are unsecured and interest free, are repayable by the Customer X
to the Group by four quarterly instalments, the last of which falls
due in December 2021. Such remaining balance was reclassified to
other receivables.

—ECTFFR

RBEFE ~EEHEEHERS
(EFERA > 3 U0 F 5233(a)Fr i) B
BESESEFEENESOTRABA
F#10,502,0007% (4911,665,000
B o mMHBLEAFTE (—%H=
B) B E SEREA AR
3,100,0007% (493,443,000 7T) ©
RIE—-hE+-_B=+—H"'B
(JEBMHER > EE411,665,000
BRAEERER (BEEX WM sE
33(a)ffritt) #2%:493,443,0008 T E
DR ABENBEREZRERE
HEa\Ee

RIZZZE+ZH  ARE@mEEM
FERAREBXTIL s UL (i)
BHEFBABEEEAMKIIBRE
BEX#aeA AR®3,100,0007T (49
3,443,000%75) » ALK E S H
[EEAZ EE MENERENGTE
B AR 7,402,0007T (498,191,000
BT) AEBREREE HEEXER
NEZEEDHEETAEE RE
—HR - —F+ A3
Rtk TAERWENRDEE HME

I ©
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28. PREPAYMENTS, DEPOSITS AND OTHER
RECEIVABLES (continued)

Notes: (continued)

(if) Management conducted a review of the financial position of
the purchase suppliers and is of the view that as the Group
has not fulfilled its performance obligations under the purchase
agreement entered with another supplier (Supplier B as referred
to in note 33(b)), it is highly uncertain that the Supplier B will
complete the sales of motor vehicles to the Group under the
related purchase agreement entered with the Group, or refund
the purchase deposits amounted to RMB7,064,000 (equivalent
to HK$7,918,000) paid by the Group. In this regard, impairment
loss on the purchase deposits amounted to HK$7,918,000 was
recognised in the profit or loss in respect of the current year (2019:
Nil).

In August 2019, a subsidiary of the Company entered into an agreement
for acquisition of the property in the PRC which is intended to be for
own use purpose. The consideration for the acquisition amounted to
RMB1,400,000 which was fully paid by the Group in the prior year. At the
end of the reporting period, the property was still under development and
the Group will gain control of the property upon its completion.

28. FAITRIA & R HE Mt EWKRIE

()

Wizt :

()

(ii) EEECHESHERNMBERR
EIBE URAHRAEERE
THES—2ER (HEFB B
Mf5E33(b)Frit) T MBS B R 1B
THRHSE FILHERBIKIERE
MAAEBMITINBREBE HE TR
BAEEFEESE RREXREER
EXTHEERE ARE7,064,000
7t (547,918,000 7T) FHESER
HEM-FIEMS  BERSZHME
#5187,918,0008 TE R A FE B
FHER (CE—hE @) o

RIZE—AFENB  ARE—HEKEBE AT
MW EPE—EREFERANMET LB
FHoWBERER ARK1,400,0007T BEH
REEP E—FEEFHIT - RREHER
MEDMEHEMKE AEEBERZYWES
THRESETGIRZ.

As referred to in note (a), certain trade deposits amounted to () UM (R ETE SRS AR
RMB7,402,000 (equivalent to HK$8,191,000) were reclassified to other 7,402,0007T (tHE 528,191,000 7T) BEE
receivables. Having considered the financial position of the Customer HoBEEEMEWERIE & B REAXIE
X, management of the Company is of the view that it is appropriate to Bk AAREERER A RAFEER
recognise an impairment loss amounted to HK$2,923,000 (2019: Nil) T 52 2 FE W ER B B SRR (B K5 382,923,000
against this receivable in profit or loss in respect of the year. At the end BT (CEZ—NFE B VBBERE - PRESH
of the reporting period, receivable from the Customer X amounted to o FERE BXFIB AR 14,794,0007T (18
RMB4,794,000 (equivalent to HK$5,864,000) remained outstanding. & 115,864,000 7T) KUK [E] o Z FE W FRIAE
Movements of this receivable are as follows: HESWMT -
2020 2019
ZE-ZHF —ZT—hEF
HK$’000 HK$’000
FHET FET
At 1 January w—A—H - -
Reclassification from trade deposits paid BENEZEEEMDE 8,191 -
Impairment loss recognised BRRBERIE (2,923) -
Exchange realignment P& A 2 416 -
At 31 December RW+ZB=+—H 5,684 -
The advances to a subsidiary of the Limited Partnership (note 27) (d) BNFEREBEE (W27) WBARZ
amounted to HK$11,858,000 (2019: nil) are unsecured, interest free and #3011,858,0008 T (ZE—NF | AE
repayable on demand. HIF R ERBREREE
Included in sundry receivables at 31 December 2019 is a receivable from (e) RIE—NFE+ZA=+—HWHIERE

a third party amounted to RMB3,300,000 (approximately HK$3,699,000)
which was fully received by the Group during the current year.

KR ECEEK—2F = ARBARKE
3,300,0007T (493,699,00038 7T) » AZA<EE
B2 A £ EE AR B UER
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20. SRITEBGRRIRE

2020 2019
—BEHg —2—-hHF
HK$’000 HK$’000
FET FAET
Cash at bank and on hand RITKRFHERES 107,672 116,675
Short-term bank deposits AEHRIRITER 2,140 2,124
109,812 118,799

Analysed for reporting as: BERATUWT -

Bank balances and cash RITHEFRRIRE

— trust accounts T = 16,256 5,740
— general accounts ——fRERP 93,556 113,059
109,812 118,799

As at 31 December 2020, the Group had bank balances
(general accounts) and cash totalled approximately
HK$62,779,000 (2019: approximately HK$64,523,000) which
are denominated in RMB. The remittance of these funds out
of the PRC is subject to the exchange control restrictions

imposed by the PRC Government.

The cash at bank and short term bank deposits are deposited
with creditworthy banks with no recent history of default. These
bank balances and short-term bank deposits carried interest at
interest rates from 0% to 0.1% (2019: 0% to 0.1%) per annum.

ERESEERAERARA | ZEZEFR

N_E_EF+_B=+—H &&
BEUABRBIEZRTERR (—RER
) RIREEH462,779,000% T (Z
T —H4F 1 £964,523,000587T) c B E
FBEBEHPEIRIINTPIEARFTE R
SNEEE I T IR ©

RTHREARERRTEREREER
o B S ERME R se Bk 2 3R1T o R FIRTT
5 R AR HAIR1TF A B #0% E0.1%

(Z2—NE 0%E0.1%) FRIE
S
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30. TRADE PAYABLES

30. E(ITEZRIE

2020 2019
—EEHE —E—HE
HK$’000 HK$’'000
FHT FAET

Payables arising from BH R EBTELENRIEA !

securities brokerage business:

Margin clients k= 9,680 89
Cash clients REFR 6,627 5,675
Other trade payables HMENE S HIE 6 6
16,313 5,770

Payables to margin clients are repayable on demand. The
settlement terms of amounts payable arising from cash clients
are one or two trade days after the trade execution date.

Aged analysis of payables arising from securities brokerage
business is not presented as management of the Company
considers that the aged analysis does not give additional value
in view of the nature of this business.

The following is an aged analysis of other trade payables based

BREY AT o

EARETEFANBAAREREE -]
TEPAEERUMREANRETRS
AEB—MERZ B R

BERBFELCEBZEE  xRAEE

B R A IREe 0 AT 1L EAT (R BRIMBEE > &
REZIREBREEZRUREZ

HtENESRERBEEZHHRZIR

on invoice dates: B MruE
2020 2019
ot et 23 “E-NEF
HK$’000 HK$’000
FHET TET
Over 365 days 3658 U k& 6 6
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31. OTHER PAYABLES AND ACCRUALS 31. HthBE(IFRIEKRETRIEA
2020 2019
—ECEHE —E—hE
HK$’000 HK$’000
FHT FAET
Deposit received for disposal EREE—RRBATEZ
of a subsidiary (Note) BWizE (M5 - 1,710
Received in refundable advance in BRANRERS AW RERE
respect of agency services - 9,442
Provision of consumption tax and ERAEES CEMAHEERK
customs duties payable in respect of  BE 1
trading of motor vehicles - 11,887
Sundry payables and accruals MIEFEI IIE R st TUIE 1,798 2,182
1,798 25,221
Note:  The disposal of subsidiary was cancelled during the current year. fisk : HEMRBABSIERAEENEH BWig
Deposit received to the extent of HK$1,000,000 was refunded to the %1,000,000 B TTEREFITNH BT
contracting party with the remaining amount of HK$710,000 forfeited by FEET10,00078 7T H A S EDLQ UL > T 5H A
the Group and included in other income and losses, net (note 7). Hthw AR B8 55 (fisx7) o
32. CONTRACT LIABILITIES 32. AHNE®R/
2020 2019
—ECER “E-NHF
HK$’000 HK$’000
FET FHET
Payments received in advance of BHZ FEWRIE
performance
Agency services RIBARTS - 602
Trading as principal FTEABMBPE - 3,516
- 4,118
The contract liabilities at 31 December 2019 to the extent of N CE-NFFZB=+—HBHHEAK
HK$3,443,000 was applied to set off against trade deposits BEE$3,443,00058 7T 75 BRI EE 2
paid by the Group, as detailed in note 28(a)(i), with the EFENES e GEBRME28(a)
remaining balance recognised as revenue for the year ended 31 () MBRBELIREE_SEEF+Z
December 2020. B=1+—HLLFEE®D AW
When the Group receives advance payments before fulfilling MAEERETEBBARBSENS
its agency obligations on sourcing and principal obligations EBEMEERHEEAENTEASN
on trading of the motor vehicles, this will give rise to contract BSEAERANRIE BRI E47)
liabilities at the start of a contract, until the consideration HEAEHE8E BEEERREBHER
received is recognised as revenue. U o
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33.

PROVISIONS 33. #fE
2020 2019
k- et 3 3 “ZE-NEF
HK$’000 HK$’000
FET FAET
Provision for loss on onerous BEESNEIEEE (H5ta)
contracts (Note a) 12,350 15,778
Provision for compensation BEREMEEE (HsEb)
and legal fee (Note b) - 5,771
12,350 21,549
Movements during the year are as follows: FAREHHUWT :
2020 2019
—ECEHE —E2—hHF
HK$’000 HK$’'000
FET FAET
Balance at 1 January W—HB—HZ#&8 21,549 -
(Credit)/charge in profit or loss PriE= GtA) 0k
Provision for onerous contracts (BE) AN BEEOES
(reversed)/recognised (4,248) 16,060
Provision for compensation and BEE S RN & EE
legal fee - 5,842
Legal claim settled by the Group AHAE B A ERE (5,823) -
Exchange realignment bE 2 S 872 (353)
Balance at 31 December R+ZB=+—HZ4#&8 12,350 21,549
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33. PROVISIONS (continued)

Notes:

(@)

EREEEEARRAE | ZFZ

During the year ended 31 December 2019, the Group entered into
purchase agreements with three third parties (“Supplier A", “Supplier B”
and “Supplier C”) under which the Group has agreed to purchase motor
vehicles for resale purpose from these purchase suppliers and in this
connection trade deposits amounted to RMB10,502,000, RMB7,064,000
and RMB1,057,000 were paid by the Group to the Supplier A, Supplier
B and Supplier C respectively. Completion of the purchase of motor
vehicles from these suppliers has not taken place up to 31 December
2019 and management of the Company, having considered the terms of
the relevant agreements and the underlying business circumstances of the
Group, considers it appropriate to make provisions for onerous contracts
amounted to RMB3,588,000, RMB10,414,000 and RMB203,000 relating
to the agreements with the Supplier A, Supplier B and Supplier C
respectively, which were recognised in the profit and loss in respect of the
prior year ended 31 December 2019.

During the current year, the Group completed the purchase of motor
vehicles from the Supplier C, management of the Company considered
it appropriate to reverse the provision for onerous contracts amounted
to RMB203,000 which was made in the prior year, as the Group has
discharged all its obligations and liabilities under the relevant purchase
agreement. Reversal of the provision of RMB203,000 (equivalent to
HK$227,000) (2019: Nil) was recognised in profit or loss in respect of
current year.

During the current year, the Group entered into an agreement with the
Supplier A and a customer (“Customer X”), under which the purchase
of motor vehicles from the Supplier A lapsed. Details of this agreement
are set out in Note 28(a).
appropriate to reverse the provision for onerous contracts amounted
to RMB3,588,000, which was made in the prior year, as the Group has

Management of the Company considered it

released all of its obligations and liabilities under the relevant purchase
agreement. Reversal of the provision of RMB3,588,000 (equivalent to
HK$4,021,000) (2019: Nil) was recognised in profit or loss in respect of
the current year.

The provision for loss on onerous contracts amounted to RMB10,414,000
(equivalent to HK$12,350,000) outstanding at 31 December 2020
represents the management’s best estimate of the costs and other
charges that are required to settle the obligations and liabilities under the
purchase agreement with the Supplier B.

—=E=—

TEFR

33. i\ (&)

M5E

(@)

REE_ZT—hE&E+_HA=+—HIE
> zt&%@éﬁi_%”_ﬁ (MtrEmAl ~ Tt
FEREBI R MiEEC)) sTUBE HE &
b AEBERERZEEEHERES
RENMFESERR BAEEMRILLAEE
BAHERBRMEEFECH BT E %
£ AR ¥10,502,00075 AR 7,064,000
TR ARK1,057,000cc EE_E—NE
+ZBE=t+—HERTERNZEHEEERE
BAE MAADBEEBLEEBMGES
HEREAEBNRABERRR D5
Eﬁif#ﬁ’éﬁA\mﬁﬁﬁswﬁtﬁéﬁoﬂj%m
ZERMNAEANDBFREBARE
8,588,0007'5\)\E*%1O,414,OOOTE7S’Z/\E
203,000 E ) MUILRBEE_Z—H
FE+ZHA=+—HIEEZARNIBRTE

=31
a0 ©

REREE ~EETRAEEECEE S
BHoANEBEBRABONEEIEHM
EHEEHEE ARIE203,000T 5B E
ERAAEBECETERBMBEE RS
ETHNFEEBERST - ZEEEAR
#203,0007T (FHE 227,000%7T) (ZF
—hE B ERAEEERRESD -

RAEE AEBAHRBEIAR—BREFFR
(TEEX)) I — 1Dt Hib o e
BABERESEE N RK - ILHENFESR
Rt sE28(a) c AR B EEEBRABLON A
FIEHENBES OB ARTES,588,0007T
DEE RRANEBECRBRENIERE
BREBETNMERE ST BB E
AR #3,588,0007c (18 E 124,021 ooo?&ﬁ)
(ZZ—IEF .8 ERNEsFESRD

TECEF+ A=+ —BHKXEEN
BESHEEREEARE10,414,0007T (18
E7%12,350,0008 7T) #» EEfEHIFEREM
EFBNRENEETNERREEME
B9 R 2 B ELA A S2 Y &R (i 5t o
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33. PROVISIONS (continued)

Notes: (continued)

(b)

In April 2019, a litigation was lodged against a subsidiary of the Company,
under which the plaintiff (a customer of the Group) claimed for repayment
of a sum of RMB5,000,000 which was paid by the customer to the
Supplier B. It was held, in the first instance of the trial in the PRC court
in September 2019, that the Group is required to repay the sum of
RMB5,000,000 to the plaintiff. The subsidiary thereafter filed an appeal
against the court’s judgment to the PRC relevant court. In this connection,
provision for claim and legal fees amounted to a total of RMB5,195,000
was made in the consolidated financial statements of the Group for the
year ended 31 December 2019.

During the current year, the final judgment was issued by the PRC court in
favour of the plaintiff, the Group thereafter paid a sum of RMB5,000,000
to the plaintiff and the litigation closed. In addition, management of the
Company is of the view that it is highly uncertain to recover the sum of
RMB5,000,000 from the Supplier B, accordingly, this receivable from
the Supplier B has not been recognised in the consolidated financial
statements.

34. BORROWINGS

33. & (&

GEX

(b)

()

RZZE—AFEMNA > —RFRDEHEARD
BB ARRE FIb RS (REE
—2ER)RRBEXT R AMHERB:
FHIF B AR 5,000,000 R ZE—H
FNAETBEERETIER REBRE
HABRARSREZNEARS5,000,000
7T o Mt /B A B BE R B A PR F R @ o B4
BARRIRH Esropilb M S > 485t AR
5,195,000t RB R EMENAEEEE

E—NE+_BA=Z+—BHLEEEZES
MISHRTIREE-

RAREE REARREH RS B R &
B& A ~EBBEEARSEZTARE
5,000,0007c > BifsABER o tboh > &
NEEEERA AHEFEBREARE
5,000,000z 75 FF & FHERE > (Al Itk 5% FE U 14
FEFBRIBE M RN &M MR PRESD o

2020 2019

—E-EH = —NE

HK$’000 HK$’000

FAET FET

Secured bank loans BEFIRITER 186 2,377
Analysed for reporting purpose: BERENDTUOT :

Presented under current liabilities RREhaEBE T~EY 186 2,377
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34. BORROWINGS (continued) 34. &=k (&)
Notes: MI5E :
(@) The maturity of the bank loans is as follows: () IRTTEREHAHFEBUT ©
2020 2019
—ECZEF —E-NE
HK$’000 HK$’000
FHET FET
On demand or within one year BERE—FA 186 2,191
In the second year ETF - 186
186 2,377
The bank loans were secured by the charges over the Group’s leasehold IRITERHAER ZEE T RIEFHC
land and buildings (Note 17) and corporate guarantees executed by the (FFsE17) (FAIRFF > WARAQEIRMTAR
Company (Note 40). These bank loans are denominated in HK$, carried AR (MF5340) - ZFIRITEFTH LA TS
interest at HK$ prime rate less 2.25% (2019: 3.25%) per annum. B> WEFUEBETRESFNZRE2.25E (=

ZT— N I 3.25F) 5tRe

(b) The bank loans are shown under current liabilities as the loan agreement (b) HRERHZHE BREREERRT B
contains a repayment on demand clause. RITERNABBEETZY -
(©) Subsequent to the end of the reporting period, the bank loans were fully (0) R|ERRE RBTERERZZZ—F
repaid by the Group on 28 January 2021. —BZ+ N \BHHEAEETRHEE-
35. LEASE LIABILITIES 35. fHE&AfR
2020 2019
—EEHE “E-NF
HK$’000 HK$’ 000
FAET FET
Present value of lease EAEEaEIRE
liabilities payables:
Within one year —FR 1,410 3,258
After one year and within two years —FBEMERN 1,246 1,677
2,656 4,935
Less: Amount due for settlement B REERE TIR12(8 A
within 12 months shown | ER(EERRIE
under current liabilities (1,410) (3,258)
Amount due for settlement after FIRIERBEEETR12ER &
12 months shown under FHRBERIE
non-current liabilities 1,246 1,677
The weighted average incremental borrowing rates applied to HEEEERNNEESOEEEMN
lease liabilities is 4.75% (2019: 4.75%) per annum and lease MEABSELTE% (ZE—HF
liabilities are denominated in RMB. 4.75%) > HHEBEUAREE-

EESHEEIEARAR | _S-SEER 207
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36.

DEFERRED TAX LIABILITIES
Movements of the deferred tax liabilities, which are attributable
to accelerated tax depreciation, are as follows:

36. BIEIEEFE

AR TR B 37 26 P A5 2 MBI IR B B
BB :

2020 2019

—E-EH 2R

HK$’000 HK$’'000

FET FAEIT

Balance at 1 January R—A—HZ%&& 2,927 3,109
Credited to profit or loss (Note 13) s AB@m (Mi5E13) (182) (182)
Balance at 31 December R+B=+—H2Z&& 2,745 2,927

A deferred tax asset has not been recognised in the
consolidated financial statements in respect of estimated
unused tax losses available for offset against future profits due
to the uncertainty of future profit streams. As at 31 December
2020, the unrecognised tax losses of the Group amounted
to approximately HK$397,961,000 (2019: approximately
HK$386,350,000). These tax losses have no expiry date except
that approximately HK$138,477,000 will expire from 2020 to
2025 (2019: approximately HK$134,058,000 will expire from
2019 to 2024).

No deferred tax liabilities have been recognised in respect
of the unremitted earnings of PRC subsidiaries because the
Group is in a position to control the dividend policies of these
subsidiaries and it is probable that such differences will not be
reversed in the foreseeable future. As at 31 December 2020
and 2019, the unrecognised temporary differences in respect
of the unremitted earnings of the PRC subsidiaries attributable
to the Group are approximately of RMB54,049,000 and
RMB45,388,000 respectively.

ERRERTEH BRI E
RiEEaHEREMTBLURHEH &R
Mz bt REBBRBHEERIELER
BEE- RN _Z_ZEF+_-_B=+—
H AEBZABIREBEGENS
397,961,000 T (Z2—NF : &
386,350,000/ 7T) ° Px49138,477,000
BTN _E_ZFEE_ZT_AHFH
BEm (CZE—H4F 1 49134,058,0008
TR _E—NEE_Z _NEHH
[Em) 9 ZERIEBETEE mER

HRAEBEERENZENBARZ
KREBK BERERAFAETRAR
MR B UL ENB AR ZE
EHBRIEIELERBEE N2
EER_E-—NE+B=+—H'F
RARNEBEEGTEKN B AR ARESH
BAZABRIREREZEINOABAR
#54,049,0007c k2 A R 145,388,000
7T o
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SHARE CAPITAL AND PREMIUM 37. BREKi&E
Number of Share Share
shares capital premium Total
RHYE i R iR i1 st
'000 HK$'000 HK$'000 HK$'000
T TET &R TER
Ordinary shares of HK$0.01 each SREE.0IBTZLER
Issued and fully paid BEITRER
At 1 January 2019, 31 December 2019, RZIE—-n—B—8
1 January 2020 and 31 December 2020 2-NE+ZRA=+t—8"
“ZZE-A-Bk
“Z-%F+”-BA=+—H 7,748,958 77,489 1,673,299 1,750,788

The authorised ordinary shares of the Company comprise
10,000,000,000 shares (2019: 10,000,000,000 shares) with a
par value of HK$0.01 per share (2019: HK$0.01 per share).

RESERVE 38.
(i) Fair value through other comprehensive income
reserve

Fair value through other comprehensive income reserve
represents cumulative gains and losses arising on the
fair value change of equity instruments at fair value
through other comprehensive income. Such reserve will
be transferred to accumulated losses when the related
equity instruments are disposed of or are determined to
be impaired.

ERESEERAERARA | ZEZEFR

RRBWETE &38R 83510,000,000,000
f& (—Z—Ah4 : 10,000,000,0008%) &
KREEA001EBT (CTE—HhE 8K
0.0187T) NRID °

Ei]
() BAFEFAHRMEEBAGRE

BAFESARMEAWRARRE
BERAFEFARMEZERAZ
BaTENAFEEIMEEN
RetiEm - ARRAER N ARE
m T B & S E 7 R R e
ERFTEE
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38. RESERVE (continued)

(i)

(i)

(iv)

Special reserve

The special reserve of the Group represents the difference
between the nominal amount of the shares issued by the
Company and the aggregate of the nominal amount of the
issued share capital and share premium of Sinofortune
Financial Holdings (BVI) Limited acquired pursuant to the
corporate reorganisation undertaken in preparation for the
listing of the Company’s shares on GEM on 11 January
2002.

Statutory reserve

PRC companies are required to appropriate 10% of
statutory net profits to statutory reserve, upon distribution
of their post-tax profits in accordance with the PRC
laws and regulations. A company may discontinue the
contribution when aggregate sum of the statutory surplus
reserve is more than 50% of its registered capital. The
statutory surplus reserves shall only be used make up
losses of the companies, to expand the companies’
operation, or to increase the capital of the companies.

Translation reserve

Exchange translation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of foreign operations. The reserve is
dealt with in accordance with the accounting policies set
out in Note 3.7.

38. f#fk (&

(i)

(i)

(iv)

HRIGEE
FEBZENREELIEEATIR
EREBEARAARMH_-EZ
—E—B+—HBHEGEM LA
ETCESHEMETRMOZE
B B P W BESinofortune Financial
Holdings (BVI) Limited 2 217 i3 2
HEMRMD G EBAEREE Z Z5E

ERE

RIFEREEZRRER FEAF
IR E BRI & i B A RE
ERFEE B EEMANI0% -2
NEVEERBFREBHAMNBER
SEMERNS0%E » AT A =1
B AERKRHEERTRBER
BARNBE -BERAATNEE
WIBMABELA

EREAE
ERREELERABINEFYHR
RMBEEENRMAINEER &
BT R MI 5E3. 7FR 51 & 5T BUR
FRIE o
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39. SHARE OPTION SCHEMES

(a)

The Old Share Option Scheme

The Company operates a share option scheme under
which persons working for the interest of the Group are
entitled to an opportunity to obtain equity interest in the
Company. The number of shares in respect of which
options may be granted under the share option scheme
and any other share option schemes is not permitted to
exceed 30% of the shares of the Company in issue from
time to time, without prior approval from the Company’s
shareholders. The maximum number of shares issued and
to be issued upon exercise of options granted and to be
granted pursuant to the Old Share Option Scheme and
any other share options schemes of the Company to any
person (including both exercised and outstanding options)
in any 12-month period up to the date of grant of options
shall not exceed 1% of the shares of the Company
in issue, without prior approval from the Company’s
shareholders.

The Old Share Option Scheme was adopted pursuant
to a resolution passed on 17 December 2001. The
purpose of the Old Share Option Scheme is to provide
the people and the parties working for the interest of the
Group with an opportunity to obtain equity interest in the
Company, thus linking their interest with the interest of
the Group and thereby providing them with an incentive
to work better for the interest of the Group. Under the
Old Share Option Scheme, the Board of Directors of
the Company may grant options to eligible employees,
including Directors of the Company and its subsidiaries,
to subscribe for shares in the Company. Additionally, the
Company may, from time to time, grant share options to
outside third parties for settlement in respect of goods or
services provided to the Group.

HK$1 is payable on the acceptance of the option per
grant. Options may generally be exercised at any time
during a period to be notified by the Board to each
grantee provided that the period within which the option
must be exercised shall not be more than 10 years from
the date of grant of the share option.

ERESEERAERARA | ZEZEFR

39. fmRgtEstaE

(a)

EfREstE
FRBEREBRESE ABE
EEN @ ITFZALTRHESE
NEREZHRG - BRIFERER
BIRERE LA TRIREBER
st 8 R EMAEMBRESE A
FTREOZEBRERMD RRKRMDH
B T"REBBERBFKEET
BR1130% - FRIFERF A AT KRR
SRAE TRINKREERED
BRI EMA12@ B HE - RIRER
IRiEst 8 AR BEMEMBR
B8 EERRERTENAL
ZHERE (BREETERERT
EEkE) ETERESRRE
BTz ERSHEE TREBB
TRBBEHTRMNI%

AANBRER _EE—F+_A4
T+t HEBZREZE  RNER
TR -EEREFEEERD
AREBNZIEZALTRER
REESARBDREZHE ]
MKEZHHmARER M m
BE UABREARERZF
HNHBEALE o IRIBEREKRE
FEARBEEGUEAER
BE (BEARBAREWERTR
BE) RHERE UREALAT
f&15 o IS » A A B B R EF B SR
FZHRHEBRE UETZEE
AtEAEERERRIRBEZ
BR-

ERNERERAMESXNELZE
RIEZ BT BRIE—RAN
EFTBRNRARAZHBEANE
IR EITE HREREZITER
FRED I BB A 1 H HAESt 15 8
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39. SHARE OPTION SCHEMES (continued)

(a)

39. MRRgtEstE (@)

The Old Share Option Scheme (continued) (a) EREERESD @)
The exercise price is determined by the Board, and will THEEHEESET BFRER
not be less than the higher of (i) the closing price of the T =FBZREER () ARABK
Company’s shares on the date of grant; (i) the average MR IEHERZWSEE ;()RHM
closing price of the shares for the five Trading Days REBFELHBRAAERZHZ
immediately preceding the date of grant; and (iii) the SEHURHE ; KR)RDEE-
nominal value of a share.
The Old Share Option Scheme adopted by the Company KANBR_EE—F+"F+t
on 17 December 2001 had expired on 16 December HERMW 2 EERESENR S
2011. The Company has adopted the New Share Option —F+"H+HEEHHo K
Scheme on 21 June 2012, REIMNZE—ZHF-B=Z+—H
RN EERRESTE -
The following table discloses the movements of the share TERFEEHE_ZSZ-_ZF+_H
options granted under the Old Share Option Scheme =+ —HILEFERBEERES
during the year ended 31 December 2020: SR RE S8 .
Outstanding Outstanding
as at Grant Lapsed as at
Exercise  Exercisable 1 January during during 31 December
Name of grantee Date of grant price  period 2020 the year the year 2020
o a2 i
-A-8 +2A=+-8
ARARS REAH @ TEHE FRITE FEREY EREY HRITE
M. Lai Yuk Mu 13 April 2010 HKS0.419  13/4/2010 - 12/4/2020 3,186,158 = (3,186,158) =
(executive director) ZZ-3F 0498 ZET-TENE+=HZ
REBELL @IES) mB+=H ZZCZEMA+CH
Mr. Liu Runtong 13 Apr 2010 HKS0.419  13/4/2010 - 12/4/2020 31,861,575 = (31,861,575) =
(non-executive director) “2-%% 04198t “5-ZFEME+=RHE
2BARE GFRTES) mA+=H ZZCZEMA+CH
Professor Zhang Benzheng 13 April 2010 HKS0.419  13/4/2010 - 12/4/2020 2,124,105 = (2,124,105) =
(independent non- “2-2f 04198 ZZ-ZEME+ZHE
executive director) mA+=H ZEIZEMA+CH
RALHE BUFATES)
Sub-total for directors 37,171,838 - (37,171,838) -
E2qt
3 employees 13 Apr 2010 HKS0.419  13/4/2010 - 12/4/2020 45,668,257 = (45,668,257) =
=%fE8 E-%% 04198 “E-FEMA+ZHE
mA+=H —2_ZEMATCA
Sub-total for employees 45,668,257 - (45,668,257) -
BE/Nat
Total 82,840,095 = (82,840,005 -
i3t
Weighted average exercise price HK$0.419 - HK$0.419 -
METHHEE 0.419787T 0.419%7
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39. SHARE OPTION SCHEMES (continued)

(a)

39. MRRgtEstE (@)

The Old Share Option Scheme (continued) (a) EREERESD @)
The following table discloses the movements of the share TEREFEEHE_Z-HLEFE+ZAH
options granted under the Old Share Option Scheme =t+—BULEFERBEERES
during the year ended 31 December 2019: SPFIRLERE . 2H)
Outstanding Outstanding
as at Grant Lapsed as at
Exercise  Exercisable 1 January during during 31 December
Name of grantee Date of grant price  period 2019 the year the year 2019
RIB-NE RIZ—hE
—-A-H +ZB=+-H
ARAES RUES I8 EHE HRTE EREE EREN HA{TE
Ms. Lai Yuk Mui 13 April 2010 HK$0.419  13/4/2010 - 12/4/2020 3,186,158 - - 3,186,158
(executive director) —2-%f 04987 “E-REMB+=AZ
REBLT BTES) mA+=H “E_3EMA+ZH
Mr. Liu Runtong 13 April 2010 HK$0.419  13/4/2010 - 12/4/2020 31,861,575 - - 31,861,575
(non-executive director) Z2-%f 0419%r Z—EZ-ZEMA+ZHE
2BARE GFRES) mA+=H —Z2_EEMA+CH
Professor Zhang Benzheng 13 April 2010 HK$0.419  13/4/2010 - 12/4/2020 2,124,106 - - 2,124,106
(independent non- Z2-%% 04198 ZB-ZEMNB+ZHE
executive director) mBE+=H ZZ2ZEME+CA
REAEHE (BUEATES)
Sub-total for directors 37,171,838 - - 37,171,838
20t
3 employees 13 April 2010 HK$0.419  13/4/2010 - 12/4/2020 45,668,257 - - 45,668,257
=4EE “2-2f 041987 Z—Z-REMABT+=HE
mA+=H “ECZEMA+CH
Sub-total for employees 45,668,257 - - 45,668,257
BE /st
Total 82,840,095 - - 82,840,095
st
Weighted average exercise price HK$0.419 - - HK$0.419
MEFITEE 0.419%7T 0.419%7

As at 31 December 2020, the Company had nil (2019:
82,840,095) share options outstanding for the share
options granted under the Old Share Option Scheme.
The exercise in full of the remaining share options
would, under result in the issue of nil (2019: 82,840,095)
additional ordinary shares of the Company and additional
share capital of HK$ nil and share premium of HK$ nil
(2019: share capital of HK$828,401 and share premium
of HK$33,881,599).

ERESEERAERARA | ZEZEFR

A _ECEFE+"B=+—H"
KABDBEM (ZE—NE
82,840,0951) 1R 15 & B A% 1
ERE T BEREERITE-
Wer TR EE2EITE
BERBEHNETER (ZTE—H
£ 182,840,095K) AT E®E
B UREEBINEATEE TR
B aBEET (ZE—h&E:
Be 7828,4018B T KR M H B
33,881,599 7T) ©
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39. SHARE OPTION SCHEMES (continued)

(b)

The New Share Option Scheme

The Company operates a New Share Option scheme
under which person working for the interest of the Group
are entitled to an opportunity to obtain equity interest in
the Company. The number of shares in respect of which
options may be granted under the New Share Option
Scheme and any other share option schemes is not
permitted to exceed 30% of the shares of the Company
in issue from time to time, without prior approval from
the Company’s shareholders. The maximum number of
shares issued and to be issued upon exercise of options
granted and to be granted pursuant to the New Share
Option Scheme and any other share options schemes of
the Company to any person (including both exercised and
outstanding options) in any 12-month period up to the
date of grant of options shall not exceed 1% of the shares
of the Company in issue, without prior approval from the
Company’s shareholders.

The New Share Option Scheme was adopted pursuant to
are solution passed on 21 June 2012. The purpose of the
New Share Option Scheme is to provide the people and
the parties working for the interest of the Group with an
opportunity to obtain equity interest in the Company, thus
linking their interest with the interest of the Group and
there by providing them with an incentive to work better
for the interest of the Group. Under the New Share Option
Scheme, the Board of Directors of the Company may
grant options to eligible employees, including Directors of
the Company and its subsidiaries, to subscribe for shares
in the Company. Additionally, the Company may, from
time to time, grant share options to outside third parties
for settlement in respect of goods or services provided to
the Group.

HK$1 is payable on the acceptance of the option per
grant. Options may generally be exercised at any time
during a period to be notified by the Board to each
grantee provided that the period within which the option
must be exercised shall not be more than 10 years from
the date of grant of the share option.

39. MRRRtEstE (=

(b)

iR TR
KANBREMBRESE > 05
REBA G TEZ ATIRMHES
RABREZ T - FRIFESFA
NEREIELEME TRRIEN
B AR EMERER
B FEEZERER Y KRS
HE FEBBARAFREE
TRHB30% BRIFER KRB R
RELME TR BRE
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TH+—HBBZRER RWN
BRESTE - MEBERESEE®
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39. SHARE OPTION SCHEMES (continued)

(b)

39. MRRgtEstE (@)

The New Share Option Scheme (continued) (b) ¥riERgtEETE (&)
The exercise price is determined by the Board, and will THEEHEEEET BARER
not be less than the higher of (i) the closing price of the T =FBZ2EREEE (AR K
Company’s shares on the date of grant; (i) the average MRBEHBERZWSEE ;()RHD
closing price of the shares for the five Trading Days REEFHHBRREERZHEZ
immediately preceding the date of grant; and (iii) the FEHWTEE ; K(i)EA QRO E
nominal value of a share of the Company. Fo
No options under the New Share Option Scheme was HE_ZZF+"F=+—H
granted, exercised or lapsed during the year ended 31 IFEE BEmERESTIIET
December 2020. Movements of the share options granted HEREERE T 1THERR -
under the New Share Option Scheme during the year EE-AFE+ZB=1+—HI
ended 31 December 2019 are as follows: FERBENBRESTEIFAELE
i ST
No. of options granted
ERHEREYE
Outstanding Outstanding
as at Grant Lapsed as at
Exercise  Exercisable 1 January during during 31 December
Name of grantee Date of grant price  period 2019 the year the year 2019
RIZ-NE RIZE-1E
—B—H +ZB=t+-H
AEARSA RHAH B 1TEHE AT EREL FREH HRITHE
Mr. James Besland Rogers Jr. 22 September 2014 HKS0.518  22/9/2014 - 21/9/2024 20,000,000 - (20,000,000) -
(non-executive director) “Z-mE 05188t Z“E-MEABZ+ZHE
James Beeland Rogers Jr. 7t NAZ+ZH ZZMEABZ+-H
FFafEs)
Mr. James Besland Rogers Jr. 16 October 2015 HK$0.238  16/10/2015 - 15/10/2025 20,000,000 - (20,000,000) -
(non-executive director) ZZ-REHAtARE 0238En ZZ-LETAETAHE
James Beeland Rogers Jr. 54 “2ZRF+A+RA
FFafTES)
Mr. James Besland Rogers Jr. 6 November 2016 HK$0.15  6/11/2016 - 5/11/2026 20,000,000 - (20,000,000) -
(non-executive director) “E2-RE+-BAR 015 ZE-AET-AAHE
James Beeland Rogers Jr. 7t Z22RE+-ARA
FFanEs)
Total 60,000,000 - (60,000,000) -
i3
Weighted average exercise price HK$0.302 - HK$0.302 -
METHTEE 030257 030257

As Mr. James Beeland Rogers Jr. resigned from his
position as a non-executive director of the Company on
8 November 2019, the options granted to him which are
not exercised have been lapsed accordingly.

As at 31 December 2020 and 2019, the Company did not
have any share options outstanding for the share options
granted under the New Share Option Scheme.

ERESEERAERARA | ZEZEFR

H ¥ James Beeland Rogers Jr.5t
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40. SIGNIFICANT RELATED PARTY TRANSACTIONS 40. EXAREALERS
In addition to the transactions and balances disclosed RILEFEEMBRREMEHMEE
elsewhere in these consolidated financial statements, the RGRAEFIN REBRERNGTLUAT
Group had the following significant related party transactions BEABREALRS .

during the year:

2020 2019
—ECEHF =%
Notes HK$’000 HK$’000
B 5 FET TAET
Loan to an associate BT —REEE AR 0) - 2,832
Interest income from an associate KB —RBHE AT 2
FBWA (ii) - 62
Interest expenses paid to a BARRNE—HES
director of the Company IAHMERZ (ii) 7 271
Rental payment to a director of BAAB—%EER
the Company ANy (iii) 213 -
2020 2019
—ECEF “E—nF
HK$’000 HK$’'000
FET FET
Key management compensation FEBEBEASZFHMN
Salaries and other short-term e REMBIAREREEHN
employee benefits 2,775 2,775
Post-employment benefits BB 2 F 36 36
2,811 2,811
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40. SIGNIFICANT RELATED PARTY TRANSACTIONS
(continued)

Notes

@i

(i)

(ii)

EREEEERBRAA

Pursuant to loan agreements entered into on 18 January 2019, 3 April
2019 and 24 June 2019 between Qianhai First China, an associate of the
Group, and Sinofortune Education and Guoyin, both are subsidiaries of
the Company, amounting to approximately RMB2,550,000 (approximately
HK$2,832,000) as at 31 December 2019, those loans were unsecured,
interest charged at 1.95% per annum and repayable in December 2019.

Interest paid to Mr. Wang Jiawei (a director of the Company) is charged at
8% per annum.

The Company has given a corporate guarantee to the extent of
approximately HK$30,230,000 (2019: approximately HK$30,230,000) to
a bank in respect of general banking facility granted to two (2019: two)
of its subsidiaries. As at 31 December 2020, an amount approximately
of HK$186,000 (2019: approximately HK$2,377,000) of such facility
was being utilised by the subsidiaries. In the opinion of the Directors, no
material liabilities will arise from the above corporate guarantee which
arose in the ordinary course of business and fair value of the corporate
guarantee granted by the Company is immaterial.

Pursuant to the rental agreement entered into between a subsidiary of the
Company and a director of the Company, Mr. Wang Jiawei (“Mr. Wang”),
on 1 November 2020, Mr. Wang leased an office premise to the subsidiary
at monthly rental of RMB95,000 for 2 years from the date of rental
agreement.

—ECTFFR

b3

(i)

(i

(il

40. EXEMEBEALRS (@)

RIEAEERE AT EEERALATM
BRAAEEHBERARN _Z—NF—H
+NAB-ZE-—AENBE=HAKZZT—AN
FERNAZTEBAITINERBSE  HR
Z-NE+_B=+—HEBEAHNARE
2,550,0007T (492,832,000587T) » ZEE™M
BEER REFE1.95%tEAER -
—NE+Z_FEE-

INHEREREE (RRAFNESR VRS
FRER8%

AABEMBFEFRMB (T2 —H&E:
mE) B ARZ —MIBTREBIRIT
EH#930,230,0008 7T (ZE—HhF : &
30,230,000 7T) 2 ABIER - N T _Z
F+ZR=+—HB ZEWBARTAHEZ
BB LA A186,0008 T (ZE—HE !
#2,377,000%7T) cEERA HHEHEE
BRIz P AR BRRITEELEEARE
B BRABMBEATRRZAFEL
REKe

REAAND—HNBLARDRELARTNEEE
ERALE(ERE)R_B2FTF+—
B—HIIuzBERZ FRERABA
R #95,000T MM B AR HE—EHAQ
=BG W BES RAmE-
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41. DISPOSAL OF A SUBSIDIARY
On 31 October 2019, the Group disposed of 100% equity
interest in Shenzhen Star Technology for a cash consideration
of RMB2,437,300 (approximately HK$2,698,700). The effects
of the disposal are summarised as follows:

41.

HE—RMEBATE

A CE-NE+R=+—H &~&EH
BIEEREARM2,437,3007T (WY
2,698,700 T) HEFIIMmXE28EF
F100% K - HEEB 2 2 E /i
T

HK$’000
FATT
Net assets disposal of: BEHEEESFE:
Property, plant and equipment ER Y 112
Inventories =78 1,090
Prepayments T FRIE 405
Other receivables Hh W FIE 813
Bank balances and cash IRITHERRIRE 933
Other payables and accruals HMENRIBE R EST I (968)
2,385
Exchange loss on translating foreign operation MNHERBEZENDBEERLE
reclassified from equity to profit or loss upon BMEBIINER ZEREE
disposal 4,696
7,081
Loss on disposal of a subsidiary HE—EH B AR ZEIR (4,383)
2,698
Satisfied by: MURF A ER -
Cash consideration received BUYRENE 2,698
Analysis of net inflow of cash and cash BRHENBARZRER
equivalents in respect of the disposal of the HEEEBEBBEERADNT
subsidiary:
Cash consideration HWERE 2,698
Bank balances and cash (general account) BHERTEGBKIRE (—RES)
disposed of (933)
Net cash inflow from disposal of subsidiary REHEWRBABRZIREZERA 1,765
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MAJOR NON-CASH TRANSACTIONS 42. TBIEFRERH
During the current year, the Group entered into an agreement RAFEE ANEFLE-—LRBHRERD
with a purchase supplier and a customer, pursuant to which k—%EPRiIitmaE Bl mER
the deposits received from the customer amounted to WERZEe AR K3,100,0007T (89
RMB3,100,000 (approximately HK$3,443,000) was applied 3,443,000 7t) E BEIRH A FX
to set off against the deposits paid to the purchase supplier, BHEBNEZE MEXNFHEBRD
and the remaining balance of the deposits paid to the supplier MR TERARKT,402,0007T (49
amounted to RMB7,402,000 (approximately HK$8,191,000) 8,191,000 7t) HE L IZINEZE 9D
are repayable by the customer by four quarterly instalments. HEE -ZIFREXZWE BN
Details of this non-cash transaction are set out in note 28(a)(i). 28(a)(i) °
RECONCILIATION OF LIABILITIES ARISING FROM 43. MEEHFRIEEERZHIR
FINANCING ACTIVITIES
The table below details changes in the Group’s liabilities from TREMARBAEEMEZHMESE
financing activities, including both cash and non-cash changes. BEZEF BERERIFREEF-
Liabilities arising from financing activities are liabilities for which MEETHMELERIENAERLES
cash flow were, or future cash flows will be, classified in the RBERERNDBELAMETHAESE
Group's consolidated statement of cash flows as cash flows REREZREREXARRBERE
from financing activities. ZEGE-
Borrowings -
Lease Borrowings related
liabilities - bank party Total
fEm— fEm—
HEAR R1T BRMEAL k)
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET
As at 1 January 2020 RZE2-ZFE—-HF—H 4,935 2,377 - 7,312
Change in financing cashflow: MERERELE
Proceeds from borrowings REBRZHEHE - - 1,140 1,140
Repayment of borrowings ERZIER - (2,191) (1,140) (3,331)
Repayment of lease liabilities HEERZER (2,558) - - (2,558)
Interest paid BRFIE - (45) (7) (52)
Total changes in financing cash flows RERERELPLE (2,558) (2,236) ] (4,801)
Other changes: Hitg g
Addition of lease liabilities HESEZEM 2,945 - - 2,945
Termination of lease KIFAE (2,269) - - (2,269)
Lease modification HEET (785) - - (735)
Currency translation difference ERHREERE 189 - - 189
Interest expenses FISEX 149 45 7 201
Total other changes Htt28asm 279 45 7 331
As at 31 December 2020 RIZZZRE
+ZA=+-8 2,656 186 = 2,842
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43. RECONCILIATION OF LIABILITIES ARISING FROM
FINANCING ACTIVITIES (continued)

43. MEEHFREERGRZHIR (&

220

Borrowings - Borrowings -
Lease Borrowings related unrelated
liabilities - bank party party Total
b hrx s
B A BTA BTA
HEBE 1T BREEAL EREAL ek
HK$'000 HK$'000 HK$’'000 HK$'000 HK$'000
FET FET THET TET FET
As at 1 January 2019 RIZ2—hFE—F—H 5,109 4,498 - - 9,607
Change in financing cashflow: HERENELD
Proceeds from borrowings REERZAERE - - 38,441 3,957 42,398
Repayment of borrowings BRZIER - (2,121) (38,441) (3,957) (44,519)
Repayment of lease liabilities HEBBZER (8,779) - - - (3,779)
Interest paid BAFE - (115) (271) (16) (402)
Total changes in financing cash flows RERERELHLE (8,779) (2,236) (271) (16) (6,302)
Other changes: Hitn2g)
Addition of lease liabilities HEAGEZEM 4,035 - - - 4,035
Lease modification HEET (658) - - - (658)
Currency translation difference ERhEER (105) - - - (109)
Interest expenses FEAZ 333 115 271 16 735
Total other changes EtESHER 3,605 115 271 16 4,007
As at 31 December 2019 RIZ-AF+ZB=1+— 4,935 2,377 - - 7,312
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44. FINANCIAL INSTRUMENTS BY CATEGORY
The carrying amounts of each of the categories of financial
assets and financial liabilities as at the end of the reporting

period are as follows:

44. ERHTAS4E
RBERR EETREEREMEE
EREEW T -

2020 2019
—ECEHE —E2—hHF
HK$’000 HK$’'000
FET FAET
Financial assets EREE
At amortised cost F7g: 370078
Statutory deposits and other assets EERERAEAMEE 405 505
Trade receivables FEW E 5 =18 15,835 31,835
Deposits and other receivables W& R HME RIS 23,199 12,065
Loan receivables FEWE = - 2,832
Bank balances and cash IRITHEFRRIRE
— trust accounts —(S5CERE 16,256 5,740
— general accounts ——RERF 93,556 113,059
149,251 166,036
At fair value LA FE
Financial assets at fair value BATEFAEGZSHEE
through profit or loss 18,397 33,088
Financial assets at fair value through  #ZAFEFAEMEEBAZ
other comprehensive income THEE - 9,997
18,397 43,085
2020 2019
—ECEHE —E2—hHF
HK$’000 HK$’000
FET FHET
Financial liabilities E=MaR
At amortised cost 118 54 k2K
Trade payables AN 16,313 5,770
Other payables and accruals HARE(S I8 &k Est A 1,798 25,221
Provisions g 12,350 21,549
Borrowings EEA 186 2,377
Lease liabilities HEaRE 2,656 4,935
33,303 59,852
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES
The Group’s activities expose it to a variety of financial risks:
market risk (including currency risk, price risk, fair value interest
rate risk, and cash flow interest rate risk), credit risk and
liquidity risk. The Group’s overall risk management program
focuses on the unpredictability of financial markets and seeks
to minimise potential adverse effects on the Group’s financial
performance.

Financial risk factors
(a) Market risk

()

Foreign exchange risk

Transactional currency exposures arise from the
sales or purchase by operating units in currency
other than the unit's functional currency. The
Group’s exposure to foreign currency risk is minimal
as almost all of the Group’s revenue and costs
of the operating units are denominated in HK$ or
RMB, the respective functional currency of the
Group entities, with most of the Group’s monetary
assets, liabilities are principally denominated in the
respective functional currencies of HK$ or RMB.
The Group manages the foreign exchange exposure
arising from its normal course of business activities
and investments in foreign operations by funding its
local operations and investments through cash flows
generated from business transactions locally. The
Group currently does not have a foreign currency
hedging policy. However, the management monitors
foreign exchange exposure closely and will consider
hedging significant foreign currency exposure
should the need arise.

45. MBRABEEBRREE

FEBZESEHERHZBMBRER
A miEAR (BN ERRE - B
Rk AP ENXRERKRREREN XK
Rk - EERBRABHESRER &
EEERRREESIHFEEINER
MR RAZENE  BREERER
MBREERZBETNEERER
Ko

BEEREER
(a) HH5ELE
() SrEEE SR

REEEREERBEES
FRBUINEEEEUIETE
EITZHEN B -BINA
EEBEARE DR m R EEES
I AUATERERZEB
WEEEBETHARES
B BXAEEZAIEDEE
EEMRBEFEUSEME
EEATHARESE
It A & B mE H 2 9 &L b
Ko REBBEBEMER
SEXZREREAEEM
SERKEREES UE
ERBEREBRBRERREH
=B ZREFRELEZERR
i o ZN &5 [ B A L R NS
HEH-AM BIEEEY
ERERERBEENES

BFE R E KRIMNE R b o
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Financial risk factors (continued)
(a) Market risk (continued)

(i)

(i)

Price risk

The Group is exposed to equity price risk arising
from trading of listed equity securities which are
listed on the Stock Exchange of Hong Kong and the
market price change of unlisted investment funds
classified as financial assets at FVTPL. To manage
its price risk arising from these investments, the
Group diversifies its portfolio. The sensitivity analysis
has been determined based in the exposure to
related price risk of these investments.

At the end of the reporting period, if the quoted
market prices of the trading securities had been 5%
higher or lower while all other variables were held
constant, the Group’s net loss for the year would
decrease or increase by approximately HK$50,000
(2019: approximately HK$58,000) as a result of
changes in fair value of listed equity securities held
for trading.

Cash flow and fair value interest rate risk

During the years ended 31 December 2020 and
2019, the Group is exposed to cash flow interest
rate risk due to the fluctuation of the prevailing
market interest rate on bank deposits and
borrowings which carry prevailing market interest
rates. The directors consider that the Group’s
income and operating cash flows are substantially
independent of changes in market interest rates.

As at 31 December 2020 and 2019, the Group’s
cash flow interest rate risk relates primarily to its
variable bank deposits and borrowings. The Group
currently does not use any derivative contracts to
hedge its exposure to interest rate risk. However,
management will consider hedging significant
interest rate exposure should the need arise.
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Financial risk factors (continued)
(a) Market risk (continued)

(1)

Cash flow and fair value interest rate risk (continued)

As at 31 December 2020 and 2019, if interest
rates on the bank borrowings had been decreased/
increased by 50 basis points with all other variables
held constant, the Group’s post-tax loss for the
years ended 31 December 2020 and 2019 would
decrease/increase by approximately HK$1,000 and
HK$10,000 respectively.

As at 31 December 2020 and 2019, if interest
rates on the bank deposits had been decreased/
increased by 50 basis points with all other variables
held constant, the Group’s post-tax loss for
the years ended 31 December 2020 and 2019
would increase and decrease by approximately
HK$471,000 and HK$513,000 respectively.

As at 31 December 2020 and 2019, the Group is
exposed to the fair value interest rate risk relating to
the loans receivable. However, the directors of the
Company consider the repayable term of the loans
receivable is within one year, therefore, the fair value
interest rate risk is insignificant.

45. MBRAMEEBRRBE (&
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Financial risk factors (continued)

(b)

Credit risk

Credit risk refers to the risk that a counterparty will default
on its contractual obligations resulting in a financial loss
to the Group.

The Group reviews the recoverability of its financial assets
periodically to ensure that potential credit risk of the
counterparty is managed at an early stage and sufficient
provision is made for possible defaults. In addition,
receivable balances are monitored on an ongoing basis
and the Group’s exposure to bad debts is not significant.

The credit risk of the Group’s financial assets relate
mainly to cash and cash equivalents, trade and other
receivables, and loan receivables. It arises from default of
the counterparty, with a maximum exposure equal to the
carrying amounts of these instruments. Management has
a credit policy in place and the exposures to these credit
risks are monitored on an ongoing basis.

In respect of trade and other receivables, individual credit
evaluations are performed on all customers requiring
credit over a certain amount. These evaluations focus on
the customer’s past history of making payments when
due and current ability to pay, and take into account
information specific to the customer as well as pertaining
to the economic environment in which the customer
operates. Debtors with balances that are more than 1
month past due are requested to settle all outstanding
balances before any further credit is granted. Normally,
the Group does not obtain collateral from customers.
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Financial risk factors (continued)

(b)

Credit risk (continued)

At the end of the reporting period, the Group has certain
concentrations of credit risk as approximately 72%
(2019: 52%) and 96% (2019: 96%) of the Group’s trade
receivables were due from the Group’s largest trade
debtor and the five largest trade debtors respectively
within the brokerage and securities margin financing
services segment and sales of motor vehicles, provision
of agency services and accessories sourcing segment.
However, the directors of the Company consider the
credit risk is limited since the Group has held certain
listed equity securities of clients as collateral over these
receivables from the brokerage and securities margin
financing services segment. For the sales of motor
vehicles, provision of agency services and accessories
sourcing segment, the customer’s past history of making
payments are good and no default record. Further
quantitative data in respect of the Group’s exposure to
credit risk arising from trade receivables are disclosed in
note 24 to the consolidated financial statements.

The Group measures loss allowances for trade
receivables at an amount equal to lifetime ECLs, which
is calculated using a provision matrix approach. As the
Group’s historical credit loss experience does not indicate
significantly different loss patterns for different customer
segments, the loss allowance based on past due status
is not further distinguished between the Group’s different
customer bases.
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)
Financial risk factors (continued)
(b) Credit risk (continued)
The following table provides information about the
Group’s exposure to credit risk for trade receivables
arising from trading of motor vehicles as at 31 December

45.

MBRBREEBRRER (&)

BERAREEZ (&)

(b) EERE (&)
TREINR ZEZEFE+A
_+ EIZL(%.EEDE/}_E/_LE,%
SZEREZREEERB S

2020: W
2020 2019
HK$’000 HK$’000
FHT FAET
Current (not past due) BRER (R Hp) 4,390 19,366
1-30 days past due #HA1-30H 5,583 667
31-60 days past due #1HA31-60H 1,423 2,789
61-90 days past due #18A61-90H - 413
91-180 days past due #18A91-180H - 1,498
More than 180 days past due HIAAEE®180H 441 292

Gross trade receivables FREWE ZRIELEER

at the end of the year 11,837 25,025

Expected loss rates are based on actual loss experience
over the past one to two years. These rates are adjusted
to reflect differences between economic conditions
during the period over which the historic data has been
collected, current conditions and the Group’s view of
economic conditions over the expected lives of the
receivables.
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 45. MR EIEHERKE (&
POLICIES (continued)

Financial risk factors (continued) REAKREE &

(c) Liquidity risk (c) REBEZEE
Ultimate responsibility for liquidity risk management rests EEEANDESCRBREES
with the board of directors. The Group manages liquidity TREEF - AEEERFTEH
risk by maintaining adequate reserves and reserve BREGETRHE TEHERTE
borrowing facilities, by continuously monitoring forecast ARERRERE UkkHE
and actual cash flows and matching the maturity profiles MEEREEZIHSHH  BUE
of financial assets and liabilities. BREES R
At 31 December 2020, the Group had borrowings with WZEZZEF+ZAHA=Z+—
carrying amount of approximately HK$186,000 (2019: H AEBEERZZERENS
approximately HK$2,377,000) (Note 34). 186,000 T (ZZE—HF ' 8

2,377,000 7T) (MizE34) ©

The maturity profile of the Group’s financial liabilities AEBEREEN IR SHABRR
as at the reporting period, based on the contractual BEEHNRLBRAMZEHABN
undiscounted payments, was as follows: T
On
demand Between 1 Total
or within and 2 undiscounted Carrying
1 year years cash flows amount
HEXRS RERRE
DME 1526 RELE IREE
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TER
2020 k- Jab 33
Trade payables BB S8 16,313 - 16,313 16,313
Other payables and accruals AR RB R EH A 1,798 - 1,798 1,798
Provisions B 12,350 - 12,350 12,350
Bank borrowings (Note) SRITET (3 186 - 186 186
Lease liabilities HESE 1,506 1,273 2,779 2,656
32,153 1,273 33,426 33,303
2019 —E-hE
Trade payables EREZRE 5,770 - 5,770 5,770
Other payables and accruals HA T RE RS E 25,221 - 25,221 25,221
Provisions BE 21,549 - 21,549 21,549
Bank borrowings (Note) SBABET () 2,422 - 2,422 2,377
Lease liabilities HESE 3,417 1,703 5,120 4,935
58,379 1,703 60,082 59,852
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND

POLICIES (continued)

Financial risk factors (continued)

(c) Liquidity risk (continued)
Note:

Bank borrowings approximately of HK$186,000 (2019: approximately
HK$2,377,000) with a repayment on demand clause are included in the
“on demand or within 1 year” time band in the above maturity analysis.
At 31 December 2020, the aggregate undiscounted amounts of principal
of the bank borrowings and interest thereon amounted to approximately
HK$186,000 (2019: approximately HK$2,422,000). Taking into account
the Group’s financial position, the directors of the Company do not believe
that it is probable that the banks will exercise their discretionary rights
to demand immediate repayment. The directors of the Company believe
that such bank loans will be repaid in accordance with the scheduled
repayment dates set out in the loan agreements.

Capital management

Certain of the Group’s subsidiaries are regulated by the
Securities and Futures Commission (“SFC”) and are required to
comply with certain minimum capital requirements according
to the rules of the SFC. In addition, the Group’s objectives
when managing capital are to safeguard the Group’s ability
to continue as a going concern in order to provide returns
for shareholders and benefits for other stakeholders and to
maintain an optimal capital structure to reduce the cost of
capital.

In order to maintain or adjust the capital structure, the Group
may adjust the amount of dividends paid to shareholders,
return capital to shareholders or issue new shares.

The Group monitors its capital structure on the basis of the
debt-to-adjusted capital ratio. This ratio is calculated as net
debt divided by adjusted capital. Net debt is calculated as
total debt (including current and non-current liabilities but
excluding current or deferred income tax liabilities as shown in
the consolidated statement of financial position) less cash and
cash equivalents. Adjusted capital comprises all components
of equity (including share capital and premium, reserves,
accumulated losses and non-controlling interests as shown in
the consolidated statement of financial position).
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 45. ¥R EEHERKE &)

POLICIES (continued)

Capital management (continued)

During 2020, the Group’s strategy was to maintain the debt-to-
adjusted capital ratio within 50%, which was unchanged from
2019. The debt-to-adjusted capital ratios as at 31 December
2020 and 2019 were as follows:

BEXEHE (&

AEBE_SEFHESTT S
—NEHEE > BIEARERHEHE
BRASEE M RFES0% N - R T 4
R-E-—NAE+ZA=+—B2EH

HZEERALEENT :
2020 2019
ot et~ 3 3 “E-NF
HK$’000 HK$’000
FHT FAETT
Total debt BT HR%E 33,303 63,970
Less: Bank balances and cash, B IRTTAER KRS
including bank trust accounts BIERITEEIRR
(Note 29) (Fy5E29) (109,812) (118,799)
Net debt B 5%E (76,509) (54,829)
Total equity R AEEE 206,617 245,976
Adjusted capital RFERE R A 206,617 245,976
Debt-to-adjusted capital ratio BRI AERALLE N/ARE B N/AT 48 F3
Fair value estimation AFEZMEE

The table below analyses financial instruments carried at fair
value, by valuation method. The different levels have been
defined as follows:

° Quoted prices (unadjusted) in active markets for identical
assets or liabilities (level 1).

° Inputs other than quoted prices included within level 1
that are observable for the asset or liability, either directly
(that is, as prices) or indirectly (that is, derived from
prices) (level 2).

TEREGEREADTUATFEFEZ
TMIR-BFERZERUWT !

e HHEEEHERNEETHZR
B CREEHRE) (BE—R) -

e HEWBBRYIEE (BR) NEE
CREER) BRZBABE (7
BEE—RZBRE (BEZR) -
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For the year ended 31 December 2020 #HEZZ-ZF+_"_F=+—HILFE

45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 45. MiEEMREIEEEREE (&
POLICIES (continued)
Fair value estimation (continued) ’R:FTEZTEW' (#)
Inputs for the asset or liability that are not based on BEENBBUFRETRE M
observable market data (that is, unobservable inputs) S8EBEZGARE (BEBLIEREZ
(level 3). MAE (F=H) -
Total Level 1 Level 2 Level 3
@ F—iR -t Bk
HK$'000 HK$'000 HK$'000 HK$’000
TET TET TET TET
At 31 December 2020 RZEZEE
+-B=+-H
Financial assets at fair value BATEFAETE
through profit or loss JEHEE
(Note 27) (ftzx27)
- Securities held for trading ~-REEERS 1,198 1,198 - -
- Unlisted equity investments —FEmRERE 17,199 - - 17,199
At 31 December 2019 RZB-NE
+ZA=+—-H
Financial assets at fair value BATEFAEM
through other comprehensive 2EBAZER
income (Note 26) BE (fizk26) 9,997 - - 9,997
Financial assets at fair value BATESFABR
through profit or loss EREE
(Note 27) (Mzx27)
- Securities held for trading —-BIEEERS 1,378 1,378 - -
- Unlisted equity investments —FLTRERE 31,703 - - 31,703
- Other unlisted investments —HtFLHERE 7 - 7 -

ERESEERAERARA | ZEZEFR

As at 31 December 2020 and 2019, there were no
transfers of fair value measurements between Level 1 and

Level 2 and no transfers into or out of Level 3.
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For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 45. MR EIEHERKE (&
POLICIES (continued)

Fair value estimation (continued) AFEZHE &
Information about Level 3 fair value measurements BHE=RAFEAEZEN

Fair values as at 31 December

R+=B=+-BNATHE

Significant Relationship of
Valuation unobservable unobservable inputs
2020 2019 techniques inputs Range to fair value
BEARTHE FUBRBHAYRE
—ECZEE —E-NE fh{ER* BAYE HE HATENMRG
HK$'000 HK$'000
FTET TET
Financial assets at fair value through
profit or loss
BATESABGZEREE
Unlisted equity investments 17,199 31,703 Discounted Discount rate 6.18% The higher the discount rate,
cash flows 10 19.48%  the lower the fair value
FLmRERE 17,199 31,703 HRRERE BIRE 6.18%%F HREHE ATEUE
19.48%
The fair value measurement of the Group’s interest in the AEEREREE XA WM
Limited Partnership (classified as financial assets at FVTPL as QTP DB AR AFESTAER Y
detailed in Note 27) was determined based on discounted cash STHMEE) 22 FEFAEHEREBRS
flows from the patent of a medicine held by and new medicine BLEMPBFEMNEREN K AEDN
development projects undertaken by the Limited Partnership MERZERNERRRESREET
with discount rates ranged from 6.18% to 19.48% per annum HAGRREEN FEF6.18%F19.48%
(2019: 6.18% to 19% per annum). (ZE—HFE 6.18%FE19%) °
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45. FINANCIAL RISK MANAGEMENT OBJECTIVES AND 45. MEREEEHERKE (&
POLICIES (continued)

Fair value estimation (continued) AFEZHE &
Information about Level 3 fair value measurements BHE=RATFEFAEZEH (B
(continued)
Movements during the years of the financial assets with Level 3 KAE=ZHRAFESENETHEEN
fair value measurements are as follows: ZEFENEHUWT .
Financial
Financial assets

assets at fair value
at fair value  through other
through profit comprehensive

or loss income Total

BRATE5 A

BRATEHA Hti2ZEKA
BRZzEmMEE ZEMEE ECEE]
HK$’000 HK$’000 HK$'000
TFET FET TET
At 1 January 2019 RZE2—h&—B—H - 10,726 10,726
Payment for purchases BENTM] 33,353 10,175 43,528
Refund of investment REERM - (10,726) (10,726)
Fair value loss NTERE (1,650) - (1,650)
Currency translation difference ERHNEESR - (178) (178)

At 31 December 2019 and RIB-NE+ZA=+—Hk

1 January 2020 “ZTF—-H—H 31,703 9,997 41,700
Proceeds from disposal HEmEHE - (11,161) (11,161)
Fair value (loss)/gain NFE (B518) Mm (15,732) 1,164 (14,568)
Currency translation difference ERREET 1,228 - 1,228
At 31 December 2020 RIZZZ2HE+"B=+—H 17,199 - 17,199

ERESEERAERARA | ZEZEFR

233



NoTeEs To THE CoNsOLIDATED FINANCIAL STATEMENTS
B R R M

For the year ended 31 December 2020 #HEZZ-ZTF+_F=+—HIEFE

46. STATEMENT OF FINANCIAL POSITION OF THE 46. AT MFHFAKRE
COMPANY
2020 2019
—E_ELHE “E—hE
HK$’000 HK$’000
FAET TAETT
Non-current asset ERHEE
Property, plant and equipment YRR RS 127 284
Investments in subsidiaries RB AT ZKE 108,389 113,277
Interests in associates DR =N - -
Amounts due from subsidiaries FEW I B A B FIA 63,505 53,976
172,021 167,537
Current assets RENEE
Prepayments, deposits and FEMRE-EZE&
other receivables HAh U =8 399 245
Bank balances and cash IRITHER RIS 8,391 30,709
8,790 30,954
Current liabilities RENEE
Other payables and accruals HAMMENRIE R ESTRIE 948 2,567
Amount due to subsidiaries FEAS B B A B 7R I8 13,606 13,607
14,554 16,174
Net current (liabilities)/assets RE) (AfE) S&E3E (5,764) 14,780
Net assets HEEEE 166,257 182,317
Capital and reserves Bz R 6
Share capital &N 77,489 77,489
Reserves (Note) R (FEh) 88,768 104,828
Total equity K4 gE 166,257 182,317

KRB ZHMBRAERN T - —F=
BEthBEKEFEHERKEET ZEL
HUTEEAERRE

The Company’s statement of financial position was approved
and authorised for issue by the board of directors on 19 March
2021 and is signed on its behalf by:

Wang Jiawei Lai Yuk Mui
E3- 4 2EiE
Director Director
o EF
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46. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY (continued)

Note:  Reserves of the Company are analysed as follows:

4 A
17177 O = |

W5t ERBDRFEBIRWT :

Share-based

46. BTABMBRAR (&

Share compensation Accumulated
premium reserve losses Total
RIPEE RPHERE B8l e
HK$’000 HK$’000 HK$’000 HK$’000
FET FET FET FET
Balance as at 1 January 2019 RNIZE—N&EF
—A—Bz# 1,673,299 30,554 (1,498,493) 205,360
Loss for the year FREE - - (100,532) (100,532)
Transferred to accumulated losses upon BB IR RE S AU B B 43
lapse of share options ERFEE - (8,930) 8,930 -
Balance as at 31 December and R TETE
1 January 2020 +-B=+—HEFK
—B—B 48 1,673,299 21,624 (1,590,095) 104,828
Loss for the year FREE - - (16,060) (16,060)
Transferred to accumulated losses upon FERG R R B S £
lapse of share options ERETEIE - (21,624) 21,624 -
Balance as at 31 December 2020 RIEIEZHF
+ZB=+—H
> HE® 1,673,299 = (1,584,531) 88,768
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FINANCIAL SUMMARY
Rt %5 B 2

A summary of the results and of the assets and liabilities of the 1EEEBTIEKLERIGEHBERR2AEH
Group for the last five financial years as extracted from the published BEAEMBEEXEUREERGEHRE
audited consolidated financial statements is set out below: 2 RN

Year ended 31 December

HE+-A=+—-HLEE

2020 2019 2018 2017 2016
ZEI%F —T-hE ZE-N\F CE-tF IZTRE
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
F#ET TET TET TET TET
Results e
Revenue W& 69,069 326,155 344,831 29,186 8,896
Loss before tax BRi% Al ES 18 (41,742) (124,666) (32,015) (138,848) (277,782
Income tax credit PRSIt % 182 182 182 2,545 32,879
Loss from discontinued BRILEEXKER
operation = (9,138) - - _
Loss for the year FREE (41,560) (133,622 (31,833) (136,303) (244,903
Attributable to: FE{E
Owners of the Company /NCIEZ2=DN (41,399) (127,674) (31,213) (136,497) (244,075)
Non-controlling interests FEERR (161) (5,948) (620) 194 (828)
(41,560) (133,622 (31,833) (136,303) (244,903)
As at 31 December
®+ZB=+—8H
2020 2019 2018 2017 2016
—EZEE "Z-hE "Z-\E ZT—tFE E-RE
HK$’000 HK$'000 HK$'000 HK$’000 HK$’000
F#ERT FHET TET FiET FET
Assets, Liabilities, and BE BERFERESD
Non-Controlling Interests
Total assets BEMBE 242,665 312,873 412,132 409,576 500,384
Total liabilities BREE (36,048) (66,897) (33,956) (72,711) (31,346)
Non-controlling interests RS (226) (7,428) (13,558) (14,903) (6,216)
206,391 238,548 364,618 321,962 462,822
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