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CHAIRMANS STATEMENT

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of China
Ever Grand Financial Leasing Group Co., Ltd (the “Company”), | hereby
present the annual report of the Company and its subsidiaries (collectively,
the “Group”) for the year ended 31 December 2018 for your review. The year
of 2018 continues to be a challenging year. The intense US-PRC trade war,
stringent regulatory policies and keen industrial competition have brought
about negative impact on our financial leasing business whose transaction
volume and profitability tumbled in 2018. It also led to further downward
adjustments on the business forecast in term of budgeted revenue and
gross profit which resulted in a non-cash impairment loss of HK$63 million
on the goodwill. Coupled with a non-cash loss on disposal of partial interest
in a joint venture and the grant of the call option amounting to HK$219
million, an overall fair value loss of the financial assets at fair value through
profit or loss of HK$46 million and a non-cash impairment loss on receivables
of HKS$32 million, the Group's loss expanded to HK373 million in 2018 as
compared with HK$36 million in 2017.

RESULTS OF OPERATIONS

For the year under review, the financial leasing business has contributed
a segment loss of HK$65 million after including an impairment loss on
goodwill of HK$63 million (2017: loss of HK$31 million after including an
impairment loss on goodwill of HK$31 million). The terminal and logistics
services recorded a segment profit of HK$38 million (2017: HKS$44 million).
The investment division recorded a loss of HK$59 million in 2018 (2017:
HKS$24 million). The food additives business recorded a start-up and R&D
costs of HKS4 million (2017: HK$S0.4 million). After considering the corporate
expenses (2018: HK$S73 million; 2017: HK$39 million), loss on partial disposal
of JCE and the grant of a call option of HK$219 million (2017: Nil), gain on
disposal of subsidiaries of HK$10 million (2017: Nil), share of result of an
associate of HK$11 million (2017: Nil), certain unallocated other income, gains
and losses, other expenses and income tax expense (2018: HK$14 million;
2017: HKS6 million), the Group recorded a net loss of HK$373 million (2017:
net loss of HK$36 million).
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FUTURE OUTLOOK

Notwithstanding the above-mentioned operating difficulties, we have faith
in strong economic resilience of the China's market. We also have faith in
experienced management team who could leverage the existing resources
and capabilities to improve the operation efficiency and look for potential
growth opportunities to diversify the source of income and attain growth in
long term.

ACKNOWLEDGEMENT

Here, on behalf of the Board of the Company, | hereby wish to extend my
gratitude for the hard work contributed by all the staff and the Directors,
as well as the support to the Company from all our customers, creditors,
business partners and the shareholders. We will adhere to proven
management strategy, grasp market trend and opportunities, and endeavor
to bring greater value to our shareholders and make new contribution to the
community.

Wong Lik Ping
Chairman
Hong Kong, 26 March 2019
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MANAGEMEN'T DISCUSSION AND ANALYSIS

& Mg 7t i & 7 B

BUSINESS REVIEW

The continuing operations of the Group recorded revenue of HK$90.5 million
in 2018 as compared with HK$198.1 million in 2017, gross profit of HK$23.7
million in 2018 against HK$31.3 million in 2017 and net loss of HK$373.1
million in 2018 as compared to net loss of HK$35.7 million in 2017. Net loss
of HK$0.1 million from the discontinued operation in 2017 while no profit or
loss from such in 2018 since deconsolidation of its financial result following
the completion of disposal of the Polishing Segment on 5 January 2017

For the year under review, the Financial leasing business has contributed
a segment loss of HKS$65.4 million (including a non-cash impairment loss
on goodwill of HK$63.0 million (2017: HK$31.0 million), as compared with a
segment loss of HK$10.9 million in 2017 (definition of segment profit or loss
and detailed analysis set out in note 6). The increase in loss is mainly due
to an increase in impairment loss on goodwill by HK$32.0 million and the
deteriorating operating results by HK$22.5 million primarily due to decrease
in gross profit amount driven by lower number and lease volume of new
finance lease transactions, fair value loss on the financial assets at FVTPL and
an impairment loss on a loan receivable.

The Terminal and logistics services recorded a segment profit of HK$37.6
million in 2018 as compared with segment profit HK$43.5 million in 2017.
The decrease was mainly due to the segment profit in 2018 which only
accounted for 50% profit sharing in JCE's result for the period from 1 January
2018 to 31 August 2018 (ie. the date of the partial disposal), while that in
2017 covering the 12-months.

The Food additives business, classified under others in the segment
information, has acquired the necessary machineries, equipment, manpower
and production license for the first production line of solid sorbitol and
performed test runs. It is expecting to commence normal production
in the first half of 2019 after ascertaining the food safety requirements
on the finished goods through a series of test runs. The segment loss of
HKS$4.2 million in this year (2017: HK$0.4 million) primarily represented the
start-up cost of production lines of Sorbitol and back-end processing of
nutrition supplements and research & development cost for the prospective
production lines such as Advantame and EPS.
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MANAGEMENT DISCUSSION AND ANALYSIS % # J& i

The investment division recorded interest income of HK$4.5 million from
money lending business as revenue in 2018 (2017: HK$2.3 million as other
income). A significant increase in segment loss from HK$24.3 million in 2017
to HK$59.1 million in 2018 was primarily due to the wider losses in the fair
value of securities investments and an impairment loss on a loan receivable
from the money lending business.

After considering the corporate expenses (2018: HK$72.8 million; 2017:
HK$38.6 million), loss on partial disposal of JCE and the grant of a call option
of HK$218.8 million (2017: Nil), gain on disposal of subsidiaries of HK$10.2
million (2017: Nil), share of result of an associate of HK$10.5 million (2017:
Nil), certain unallocated other income, gains and losses, other expenses and
income tax expense (2018: HK$13.5 million; 2017: HKS6.1 million), the Group
recorded a net loss of HK$373.1 million (2017: net loss of HK$35.8 million) and
a net loss attributable to the owners of the Company of HK$372.1 million in
the Current Year (2017: net loss of HK$42.7 million).

To remove the non-cash material gain or loss from impairment on goodwill,
loan receivables, finance lease receivables, partial disposal of equity interest
in a joint venture & the grant of a call option, disposal of subsidiaries, and fair
value gain on financial liability at FVTPL, the adjusted profit or loss from the
continuing operations in both years can be reconciled as below:
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Continuing Operations
Revenue and gross profit

During the year, the financial leasing segment recorded revenue and gross
profit of HK$86.0 million and HK$19.2 million (2017: HK$198.1 million and
HKS$31.3 million), representing 95% and 81% of the Group's revenue and
gross profit respectively (2017: 100% and 100% respectively). The revenue
of this segment mainly represents (i) service fee income for financing
arrangement and consultancy services and (i) finance lease interest income
generated from financial leasing. The cost of services mainly represents (i)
service cost to banks and other non-bank financial institutions on various
kinds of factoring and consultancy services and (ii) interest expenses on
borrowings from banks and other non-bank financial institutions. The main
customer base primarily includes large corporations covering industries
of energy resources, manufacturing, medical and urban infrastructure,
transportation and public utility construction.

During the year, the segment saw a remarkable decline on revenue and
gross profit because of significant decrease in both number and total lease
volume of new finance lease transactions. The number of new transactions
was down to a single digit (2017: 18 transactions) while its aggregate lease
volume fell by approximately 75% as compared with RMB3.1 billion in 2017.
It was attributable to an economic turmoil in the People’s Republic of China
(the “PRC"). Such economic turmoil was, amongst others, triggered by the
US-PRC trade war and consequently affected the customers’ sentiment on
capital investments and financing needs. The strict regulatory policies and
intensified competition in the finance lease industry in the PRC also added
fuel to the operating difficulties, including much more difficult to obtain
credits from the banks with terms matching the customer’s needs in term
of size, interest rate and maturity terms as well as weakening the bargaining
power of soliciting new projects. To safeguard our assets, the segment takes
a prudent and conservative approach to explore the self-funded projects
on the small-to-medium size enterprise in the PRC and did not complete
any in 2018 until prospective customers with reasonably credit profile and/
or sufficient value and liquidity of collateral and/or financial return proven to
the satisfaction of local management team. In the meantime, management
will assess the possibility of further reallocation of the remaining proceeds
from the partial disposal of JCE from development of self-funded projects in
financial lease business to other business segments to maximise the return of
the idle funds.
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MANAGEMENT DISCUSSION AND ANALYSIS % # J& i

The money lending business (classified under the Investment segment)
recorded revenue and gross profit of HK$4.5 million in 2018 (2017:
nil), representing 5% and 19% of the Group's revenue and gross profit
respectively (2017: nil). The revenue represents loan interest income from
the provision of loan facilities carried out by a licensed subsidiary in Hong
Kong. The segment diligently allocated internal resources and placed a 10%
per annum 1-year HK$80 million loan with both listed shares as collateral
and guaranteed by a corporate and its beneficial individual to a corporate
borrower and its beneficial individual in Hong Kong during the year.

The decrease in the Group's gross profit amount was in line with the decrease
in the Group's revenue, with higher margin % primarily thanks to the profit
contribution from the money lending business.

Other income

The other income of the Group in 2018 mainly comprised of bank interest
income, interest income from trust products and highly liquid wealth
management investments issued by the non-bank financial institutions in the
PRC, dividend income from financial assets at FVTPL. The decrease of HK$8.9
million or 43% was primarily due to the absence of the government grant
(2017: HKS4.6 million), decrease in sundry income and general decline in the
interest income in the Current Year.

Other gains and losses

The other gains and losses in 2018 mainly comprised of overall loss of
approximately HK$41.5 million from both change in fair value of listed
securities investments and an unlisted option granted by the Group in
relation to the remaining 25% equity interest on an associate, impairment
losses on loan receivables and finance lease receivables totaling
approximately HKS$31.5 million, and gain on disposal of subsidiaries of
HKS$10.2 million. The increase in loss was mainly due to (i) expansion of loss
from change in fair values of listed securities investments in Hong Kong and
the mainland Chinese stock markets where Hang Seng index and Shanghai
Composite index were down by 14% and 25% in 2018 respectively and (ii)
impairment losses on loan receivables and finance lease receivables as a
result of certain non-performing loans and more forward-looking impairment
assessment model under HKFRS 9 (as compared with the preceding HKAS
39) effectively adopted in 2018.
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Administrative expenses and other operating expenses

The Group's administrative and other operating expenses for the year mainly
included staff costs (including directors ‘and chief executive’s emoluments)
of HK$68.0 million (2017: HK$45.0 million), legal and professional,
depreciation of property, plant and equipment and various administrative
expenses. The increase was primarily due to increase in staff cost in particular
the management incentive expenses.

Impairment loss on goodwill

During the year under review, the Group recorded a non-cash impairment
loss on goodwill of HK$63.0 million (2017: HK$31.0 million) which arose from
the acquisition of the Finance lease business in January 2016. Given that both
finance lease volume and number of new finance lease transactions slumped
in the Current Year, the management, amongst others, made downward
revisions on revenue and gross profit amount in the latest forecast model to
reflect the lingeringly grim financial market condition and slowing economy
in the PRC due to, amongst others, the glowing China-and-US trade war
tension in the Current Year. According to the value-in use calculation (“VIU")
based on the approved 5-year period financial budget of the Financial lease
business, a shortfall, obtained by comparing the recoverable amount from
the VIU with the carrying amount of the Finance lease business as at 31
December 2018, amounts to HK$63.0 million which is fully allocated to the
goodwill as an impairment loss recognized in the profit or loss in the Current
Year.

Share of a joint venture’s and an associate’s result

Upon completion of the partial disposal of equity interest on Rizhao Lanshan
on 31 August 2018, the Group's equity interest in the investment has
decreased from 50% to 25% and accordingly classified from a joint venture
to an associate under the same equity accounting method thereafter. In
other words, the Group shared 50% of the first 8 months of Rizhao Lanshan's
result as share of result of a joint venture (i.e. HK$37.6 million), while 25% of
the same for the remaining four months as share of result of an associate (i.e.
HK$10.5 million) during the year. As the share of the joint venture’s result of
HK$43.5 million in 2017 accounted for twelve complete months, it led to a
decrease by HK$5.9 million on item-by-item basis.
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On aggregation of similarity basis, the aggregate share of profit of Rizhao
Lanshan in 2018, though diluted its shareholding and then its shared profit,
still amounted to HKS$48.1 million, representing an increase of HK$4.6 million
or 10.6% as compared with HK$43.5 million in 2017. It was mainly due to
continuous growth in net profit of Rizhao Lanshan itself as a result of (i) an
improvement in gross profit margin through a series of actions to optimize
the berth and storage facilities and (i) reduction in the finance cost as a result
of decrease in the overall bank borrowing balance during the Current Year.

Loss on partial disposal of interest in a joint venture and the grant of the
call option

On the completion of the disposal, the Group derived a loss on disposal of
HKS$218.8 million by deducting the consideration receivable of RMB294.0
million (or equivalent to HK$337.8 million) from (i) fair value of the Call
Option granted by the Group of approximately HK$32.2 million recognised
as financial liability at FVTPL, (i) net amount of HK$524.3 million derived by
deducting the entire carrying value of 50% equity interest in a joint venture
derecognised from the fair value amount of the 25% equity interest in an
associate at initial recognition at and (iii) the relevant taxes payable of HK$0.2
million.

Income taxation

Income tax credit for the year mainly comprised of deferred tax credit of
HKS$9.5 million (2017: HKS0.4 million charge) arising from imputed interest
on deposit from customers and undistributed profits of subsidiaries and an
associate, net off with current tax payable of HK$23.0 million mainly derived
from withholding tax on capital gain from the partial disposal of JCE (2017:
HK$5.7 million primarily from EIT of the finance lease business). The Group
saw a drop in current EIT payable in 2018 since there was no assessable
profits incurred by our principal segment — Financial leasing business.

Discontinued operation

No profit or loss items was consolidated in 2018 since the cessation of
consolidation of the result of the Polishing Segment in early 2017.
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FINANCIAL POSITION

The total asset amount of the Group as at 31 December 2018 amounted
to HK$1,878.9 million, representing a decrease of HK$705.7 million as
compared with HK$2,584.6 million as at 31 December 2017. The decrease
was mainly due to a decrease in segment asset of terminal & logistics services
upon the completion of its partial disposal and a decrease in finance lease
receivables of HK$231.2 million as a result of the shrinking lease volume of
the new finance lease transactions on recourse basis in 2018 whereby the
repayment amount of the existing finance lease projects in kind outweighed
the additional amount of the new ones. Likewise, due to the business model
of the Financial leasing business which mostly relied on the source of funds
from the bank or non-bank financial institutions to finance the finance lease
with the customers on a back-to-back basis, the decrease in the Group's
borrowings was generally in line with the decrease in the finance lease
receivables, amounting to HK$850.2 million as at 31 December 2018 as
compared with HK$1,070.3 million. Accordingly, the Group's total liabilities
decreased from HK$1,230.2 million as at 31 December 2017 to HK$951.2
million as at 31 December 2018. The gearing ratios (measured as total
liabilities over total asset) slightly increased from 47.6% as at 31 December
2017 to 50.6% at 31 December 2018. Following receipt of the proceeds
from the consideration for the partial disposal of equity interest in Rizhao
Lanshan, the current ratios (measured as total current assets over total
current liabilities) improved from 1.6 as at 31 December 2017 to 2.0 as at 31
December 2018.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, the Group had cash and cash equivalents, restricted
bank deposits, deposits placed with non-bank financial institutions and cash
of approximately HK$364.9 million (of which HK$19.9 million was pledged
to the banks to secure bank borrowings granted to the Group for Financial
leasing business (2017: HK$61.7 million)) as compared to HK$261.8 million
as at 31 December 2017. As at 31 December 2018, the Group had bank and
other borrowings amounting to HK$428.6 million (2017: HK$472.8 million),
HK$208.5 million (2017: HK$304.5 million) and HK$213.2 million (2017:
HK$293.0 million) which are due within one year, one to two years and two
to five years respectively.

For the year under review, the Group has financed its operations with
facilities provided by banks and other non-bank financial institutions and
internally generated cash flows.
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FOREIGN EXCHANGE EXPOSURE

During the year ended 31 December 2018 and 2017, the continuing
operations of the Group had no material foreign currency exposure as
material transactions such as revenue and cost of services were denominated
in local currencies in which the relevant entities operated.

CREDIT EXPOSURE

The Group's major credit risk is primarily attributable to finance lease
receivables and loan receivables.

Any deterioration in collectability of our finance lease receivables and the
underlying quality of leased assets and collaterals could adversely affect
our business and financial conditions. In order to minimise the credit
risk of the finance lease receivables, the management of the Group has
delegated a team responsible for evaluation of credit risk stemming from
the financial viability of customers and guarantors (if any) and the prospect
of the industries in which the customers operate and critical assessment
on adequacy of the value of the leased assets, collaterals and any forms of
securities provided by customers at the inception of the lease. Throughout
the lease term, the Group closely monitored the recoverability and will
consider requesting additional collaterals or any form of security from
customers in case of any adverse change in credibility.

Before investing in the loan receivables, the Group also assesses the credit
quality of the loan borrowers & guarantors (if any), evaluation of the value
& liquidity of the collaterals, and defines the terms of the loans. The Group
regularly monitored recoverability to ensure prompt follow up action is taken
to recover any overdue debt.

Included in the loan receivables as at 31 December 2018 represented a
loan principal amount of HK$35 million to an individual which, along with
its interests, were both overdue. Given that the overdue amounts were fully
repaid up to the report date, the credit risk was not impaired and thus no
impairment loss was recognised during the year.

CHARGE OF ASSETS

As at 31 December 2018, the restricted bank deposits of HK$19.9 million
(2017: HKS61.7 million) and the finance lease receivables of HK$511.2 million
(2017: HKS656.2 million) were pledged to the banks and other non-bank
financial institutions for facilities granted to the Group.
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CONTINGENT LIABILITIES

The Group had no material contingent liabilities as at 31 December 2018 and
2017.

CAPITAL COMMITMENTS

At 31 December 2018, the Group had capital commitments of HK$0.6 million
(2017: HK$2.0 million) for the acquisition of property, plant and equipment.

PROSPECT

The economic operation of the developed countries had been divided in
2018. Other than the relative strong economic growth in the United States,
the economic recovery of Eurozone, the United Kingdom, and Japan was
static. Some vulnerable emerging market economies have come under
strain as the US dollar gained value and the level of risk that global financial
investors were prepared to accept dropped.

In China, GDP growth averaged 6.6% in the Current Year, which appeared
robust but was, in fact the lowest level since 1990. The Shanghai Composite
Index tumbled by 25% in 2018, representing the worst performance among
the globe stock markets, while it has experienced a recent bounce in early
2019 as a result of various government stimulus measures announced in the
recent National People's Congress and the possibility of reaching a fair trade
deal between China and the US in March.

The prospect of 2019 might be clouded by the uncertainties of the
lingering Sino-US trade tension, exchange rate of Renminbi, the nationwide
deleveraging situation, even the slowdown of property market in China will
possibly impede economic growth. On the other hand, government-led
stimulus laid down in the Congress such as tax cut, other structural changes
of the Chinese economy and increasing lending to the small-and-medium
sized enterprises may be beneficial to the Group's businesses in the PRC.
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Opportunities and challenges coexisted in the China’s leasing industry in
2019. On one hand, the new supervisory authority — China Banking and
Insurance Regulatory Commission has raised more stringent requirements
on leasing companies that may inhibit us from carrying out the business
in accordance with the existing business model and thus compromise the
business volume. The increasing number of financial leasing companies in
the PRC may cause vicious competition and weaken our ability to solicit
new or retain customers. On the other hand, the completion of change
of the supervisory authority has removed the possibility of ambiguity on
the policies and thus less political uncertainty. The stringent oversight will
possibly stabilise the overall financial market that would be beneficial to the
long-term industrial development. The favorable government policies such as
tax concession or government subsidy to support the trend of consumption
and technology upgrading will create more financing needs and thus
business opportunities, while planning of setting up more than ten new free-
trade-zones under the successful blueprint of Tinjian Dongjiang free-trade-
zones will bolster the industrial development. The financial leasing on some
unconventional industries such as car, real estate and social consumption has
seen an upbeat note and may provide a room for the industry to grow.

As always, local management team will put more efforts on the development
of financing varieties. By adherence to the effective and proven risk
management and control policies and leveraging on highly experienced
local management team, we will cautiously enhance business model to
create innovative business and explore the new unconventional sectors.

The terminal and logistics services business has been faded out of the Group
step by step. The disposal of the first 25% equity interest took place on 31
August 2018. The remaining 25% equity interest will be disposed of at the
Purchaser's discretion of exercising the Call Option undertaking in the first
half of 2020.

The Hong Kong and China’s stock markets experienced a downward
adjustment in 2018 while they have seen a strong resilience in early 2019. The
general market perspective however tends to be cautious about the future
performance in amid of a cooling China’s economy and the fallout from
over the US-China trade conflict and the pace of the interest rate hike. The
Group will continue to adopt a conservative investment strategy towards the
investment portfolio.
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The Food additives business experienced certain technical hiccups during
the trial run of the first production line of Sorbitol, a nutritive sweetener
commonly used in sugar-free chewing gum and diet foods, and thus delayed
the normal production to the first half of 2019. Its expected capacity could
reach 4,000 ton per annum and aims to sell to the food manufacturers and
traders in the PRC. At the same time, the segment has carried out research
and development of Advantame, extremely high intensive sweeteners, and
EPS, the diagnostic reagent, both of which have attained at the later stage of
development. The machineries and equipment of the back end processing
of nutrition supplements have been in place and the applications of the
necessary production and export licenses are in the process. Management
will closely monitor the segment performance and will diligently allocate
more resources to expand the product varieties and production capability in
due course. With the enhanced research & development capabilities through
the completion of acquisition of Quantum Power on 1 March 2019, the
segment is expected as an impetus to our future revenue and profit growth
of the Group.

Echoed by the Chinese Premier Li's address on the opening day of the
Congress this year, the Group must be prepared for a tough struggle with
a graver and more complicated environment as well as enormous risks and
challenges ahead by further strengthening the risk managements coupled
with leveraging the existing resources and capabilities to cautiously look for
new potential growth opportunities in a very diligent manner in order to
diversify the source of income and attain growth in the long term.

SIGNIFICANT INVESTMENTS AND MATERIAL DISPOSALS

At 31 December 2018, the Group held loan receivables of HK$167.4 million
(2017: HK$125.0 million), equity investments at FVOCI of HK$35.2 million
(2017: available-for-sale investments of HKS77.1 million) and financial
assets at FVTPL of approximately HK$58.4 million (2017: held for trading
investments of HK$40.6 million).
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During the year, the Group made a HKS$80 million 1-year 10% per annum
loan to the joint borrowers in Hong Kong, further invested in loan receivables
through half-to-two years trust products of RMB40.0 million or HK$45.5
million both issued by financial institutions in the PRC. The Group recorded
loan interest income from loan receivables amounting to HK$9.8 million
(2017: HK$9.7 million) and an impairment loss on loan receivables of HK$29.8
million (2017: nil). Included in the equity investment at FVOC| represents
unlisted equity securities issued by private entities established in the PRC
with a carrying amount of RMB30.6 million or HK$35.2 million with the
revaluation surplus of HK$0.9 million recorded in the other comprehensive
income during the year. Included in financial assets at FVTPL of HK$584
million mainly represented the listed equity shares, listed and unlisted equity
fund products in the Hong Kong and the Chinese stock exchanges and the
resulting fair value loss of HK$46.3 million in the current year (2017: HK$26.6
million) was mainly due to the general decline in the stock markets in the
both territories.

Since the completion of the partial disposal of the equity interest of Rizhao
Lanshan took place on 31 August 2018, the remaining 25% equity interest
has been accounted for as interest in an associate under equity method
thereafter. Further details of the disposal are set out in the Company's
announcement dated 15 May 2018 and the circular dated 25 June 2018.

EMPLOYEE AND REMUNERATION

As at 31 December 2018, the Group had approximately 83 (2017: 39)
employees (excluding employees of the Company’s joint venture and
associate) in Hong Kong and the PRC. The increase was primarily due to the
expansion of the food additives business. The employees are remunerated
with basic salary, bonus and other benefits in kind with reference to industry
practice and their individual performance.

A new share option scheme was adopted on 29 July 2016. As at 31
December 2017, a total outstanding number of share options were granted
to the eligible employees, including directors of the Company, amounted
to 102,000,000. With 42,333,334 share options lapsed during the year, the
outstanding number of share options as at 31 December 2018 amounted
to 59,666,666. Details of the share options granted are set out in the
announcement of the Company dated 8 December 2016. There was no
share option granted during the Current Year.
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EVENTS AFTER THE REPORTING PERIOD

On 8 January 2019 the Group entered into the share purchase agreement
with a connected vendor and its associates, pursuant to which the Group has
conditionally agreed to purchase the sale share, which represent the entire
issued share capital of the target company as at the date of completion, in
the consideration of HK$90,000,000 from the Vendor. The vendor's guarantor
has agreed to guarantee the due and punctual performance of the vendor
with its obligations under the share purchase agreement. On 1 March 2019,
the completion of the sale share took place, target company has become
an indirect wholly-owned subsidiary of the Company. The target company
and its subsidiaries (the “Target Group”) were carried out in the research
and studies and design of industrial biotechnology products, the wholesale
of food additives and the provision of technology consultation services
but have been inactive in the recent years. The Target Group owns the
approximately 6,300 square meters property in Shanghai PRC and facilities
and equipment used for research and studies of biotechnology.

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES

Neither the Company, nor any of its subsidiaries purchased, sold or redeemed
any of the listed securities of the Company during the year.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

OBJECTIVE OF THE REPORT

China Ever Grand Financial Leasing Group Co., Ltd. (the “Company”) is
pleased to present its Environmental, Social and Governance (hereinafter
called “ESG") Report of the Company and its subsidiaries (the “Group”) for
the year ended 31 December 2018 (the “Year 2018"), with an aim to provide
details of the system establishment and performance of the Group in terms
of sustainable development to both the internal and external stakeholders.

This report was prepared in accordance with the Environmental, Social and
Governance Reporting Guide set out in Appendix 27 to the Rules Governing
the Listing of Securities on The Stock Exchange of Hong Kong Limited,
highlights the environmental and social measures and activities of the Group
during the Year 2018. Corporate governance is addressed separately in the
Corporate Governance Report.

The Group is principally engaged in the provision of finance lease and
related consulting services in the People’s Republic of China, the trading of
equity securities, investment in property, investment in terminal and logistics
services business, food additives business and investment holding. The
Group mainly operates in Beijing and Hong Kong. Therefore, the disclosures
in this report focus on the policies and performance of offices in Beijing and
Hong Kong in the Year 2018 in relation to three environmental aspects and
eight social aspects.
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T N\FEDZERR HERkEE (THEIR
B-ueReERD®mE §HEAABREIN
R ERHEARERAFEERTEHE
BRI MERRZFFE-

ARELRBEEMERIZMERAAES L
mARR SR — T EPPIRE B REAR
SHEIIZHAERE EMNAAKER —-F
—NFEZRERHSHEHRNEE XE
SAREEEAREANE BB

AEBEEXRBREPEARLMEEHER
BHENEREARE RAESZEE Y
ERE REBBARMRREES REAR
B EBARIREER - AEE T EEILR
REBEE B ABEEERBIERK
EAMAER T \FEE={ERETA
N OELE S EABRER KA

CHINA EVER GRAND FINANCIAL LEASING GROUP €O, LTD. Annual Report 2018

19



f-\ m[ : L“ l‘
?‘. A j
-

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT B35~ it & R # i &

STAKEHOLDER ENGAGEMENT BEHhESH

Stakeholder engagement is a key success factor in formulating M ENZEEGITRFE R GRE  TF
environmental and social strategy, defining the Group's objectives, assessing ~ AN EEH B R S EEZ M LS EBREM
materiality, and establishing policies. The Group'’s key stakeholders include ~ B o NREE A * 285 E BIEBT - IR -
government, shareholders, customers, employees, suppliers or service &P &S - HEFSRBREHE HREA
providers, community and the public. The Group has conducted a survey, R AEBEETHEE  BIFHE T RIB
discussed or communicated with stakeholders to understand their views &8 BB RS2 B DEEFERHAE
and respond to their needs and expectations, evaluated and prioritised their ~ #HE RFFFIEEABEREFB KRR 2 B RH
o inputs to improve the Group’s performance, and finally strived to provide —BERF  WEREBM D RIFHELIEEE-

value to the stakeholders.

Stakeholders Expectations and requirements Communication and response

0% HMEREXR BERODE

Government . Operate in compliance with the law . Law-abiding operations

B F LR E AR E
Tax payment in accordance with the laws - Tax payment on time and in full
BOEMNT HERS AR BN TR

Shareholders . Implement corporate governance and . Optimise internal control and risk

[ create value management
BITEXBARTAIEEE B A BB & B IR
Information disclosure . Release operating data in due course
= B KR FEESW/NGF €7

Customers . Demand for funds . A wide range of financial leasing products

ESS HETHFX EENREHEEM
Direct Communication . Direct hotline
HEBB HEAR

20 “F-)\FEHR PREFMEAAEEEARAE
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Stakeholders Expectations and requirements Communication and response
BHE HERER BERODE
Employees Career development platform Occupational health and safety
BB FEERTA BEEREEZR
Remuneration and benefits Transparent promotion channel
e K 4E A FRNERE
Competitive remuneration package
BB M =

Suppliers or service providers -

HER IR A

Community and the public
YN UNA

Receive payment on time
e By W B AF 3R
Business ethics and credit standing

BEBEEIMEEEE

Open up a financing channel for small
and medium-sized enterprises

R/ NEERERB

Protect the nature

REBE R

Based on the stakeholder engagement, the Group has identified issues
with significant environmental and social impact and issues concerning

stakeholders.

CHINA EVER GRAND FINANCIAL LEASING GROUP CO. LTD. Annual Report 2018

Implements health and safety
management system

BEREERZEEERR

Payment schedule

kG &

Fulfilment of obligations under any
contract in accordance with laws

ROERITEMAGOETHEE

Provide sale and leaseback
REERER

Adhere to green operations
IBThREEE

ERFNESHE AEEEHFIAFEAR
BRHGZENEERENERINER-
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MATERIALITY MATRIX

In the Year 2018, the Group carried out materiality assessment on a number
of ESG issues in order to identify which issues were crucial to the Group's
business and were of the utmost concern to stakeholders. It helps the
Group to ensure its business development can meet the expectations
and requirements of stakeholders. The Group has identified 22 ESG issues
covering environmental, social and operation, and has invited both internal
and external stakeholders to assess the materiality of the ESG issues through
a scoring tool and interviews. The Group's management has reviewed the
ranking of materiality of the ESG issues and then disclosed the results in
this report. The results of materiality assessment prioritised stakeholder
inputs and made the Group focused on the material aspects for actions,
achievements and reporting.

The Group's materiality matrix of ESG issues in the Year 2018:

ERMERE

RIZ—\FE AEEHZRERE HEN
EREEETEZME  UBHEAKE
EBRBERFNERBINEE LT
BEPASERREXRFERENAKNHED
HERER - ARECD BRI RBRERE 14
EREENRE HEREREE LBH
NEBRSNER s 1 BB BRT Y TAREHA 77
HRRE HEREREENEEE -AEH
EEECENRE HEREREENEE
AR HERAREARELR - EENH
HENEREBEZRFNENBRLLEAS
EEBTE KALBENERTH-

TR \FEAKERE HEREREE
MWEZMER:

S '
=2 2113
9 18 @ 22
14 16
pa 8
§ H_igh Priority
2 SRR
g 7
X
ZE
7} = 6
O &
o I8
17 19
S s 3 @2
O jm 20 15
8
58
ote *
O 4=
c ¥
b 3 20 4
o
o
£ 2 1@
9 1
1 6@ 7 5@
8 10
0
0 1 2 3 4 5 7 8 9 10
Importance of topics to business High
HEKEEZHWE =
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Environmental issues

Materiality Matrix of the Year 2018
—E-N\FENEERMER

Social issues

G-t EREIGH

Operation issues

#

Use of chemicals

ERESEm

A RIS

CHINA EVER GRAND FINANCIAL LEASING GROUP €O, LTD. Annual Report 2018

BRIREH HEEE EEZEH
Greenhouse gas emissions 9. Local community engagement 17. Economic value generated
BERBEIN it =2 e FTEAMKEEE
Energy consumption 10.  Community investment 18.  Corporate governance
BEIRE#E HRIKE PEER
Water consumption 11.  Occupational health and safety 19.  Anti-corruption
FAK BERRRT S RES
Waste 12. Labour standards in supply chain 20.  Supply chain management
237 HERANT S TIRE HEREER
Environmental impact of construction 13.  Training and development 21.  Customer satisfaction
MIHRRNZE NG BEFmEE
Green buildings certification 14.  Employee welfare 22, Customer privacy
A EEERE ’EREA B
Customer engagement in 15.  Inclusion and equal opportunities

environmental issues BAERTFERS

EPHIREEEMNSH 16.  Talent attraction and retention
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EMISSIONS

Emissions refer to air and greenhouse gas emissions, discharges into water
and land, and generation of hazardous and non-hazardous waste.

Combustion of fuels in motor vehicles controlled by the Group is the main
sources of nitrogen oxides (NOx), sulphur oxides (SOx) and particulate matter
(PM) emission. It could likewise generate greenhouse gases (the “GHG") such
as carbon dioxide (CO>), methane and nitrous oxide.

The Group believes that green transportation brings benefits, which include
reduction of transportation costs and reduction of energy consumption and
pollution. As such, the Group encourages optimising transportation routes,
high filling rate or carpooling and proper tire pressure to achieve efficiency.

The Group reminds employees to consider environmental impact in their
commuting decisions to reduce air and greenhouse emissions. Employees
are encouraged to take public transportation as often as possible and select
fuel efficient vehicles. While employees are driving, it is suggested to avoid
unnecessary acceleration or deceleration, close windows when the vehicle is
travelling at high speed, and only use air-conditioning when it is necessary.

Electricity consumption of the Group is a major part of its greenhouse gas
emissions. Various electricity-saving policies have been established to reduce
the electricity consumption by the Group. The Group encourages staff
members to switch off light during daytime, maintain lamps well to keep
clean, use stairs instead of elevators, install energy-efficient lighting, and
disable the standby mode for all electrical appliances, including computers,
photocopiers and printers when they are not in use. Air conditioning is
required to be set no lower than 25 T in summer. It is also required to
ensure the windows and doors are closed while air-conditioning is on, and
turn off the air-conditioning after office hours or after the usage of the
meeting room.

SESVEER PREZMEETEEARLE
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In the Group's Beijing office, energy saving signs remind staff members to
turn off the lights and promote energy conservation. In the Hong Kong
office, light-emitting diode (“LED") lamps were installed as much as possible,
and multi-purpose devices with printing, scanning and photocopying
functions were adopted to achieve electrical efficiency.

In order to address indirect emissions relating to paper waste deposited at
landfills, the Group encourages employees to apply computer technology
such as emails, electronic backup devices and storage devices to reduce
paper consumption, print on both sides of a sheet of paper, avoid
unnecessary printing or copying on paper, adjust documents and use space
efficiency formats to optimise use of paper, and put recycling boxes near the
photocopiers to collect single-sided paper for reuse and used double-sided
paper for recycling.

In the Group'’s Beijing office, saving paper signs remind staff members
to optimise use of paper and reduce paper waste. The Group constantly
reminds employees to consider environmental impact in their commuting
decisions to reduce air and greenhouse gas emissions. Employees are
encouraged to take public transportation as often as possible and select fuel-
efficient vehicles. While employees are driving, it is recommended to avoid
unnecessary acceleration or deceleration, keep windows closed when the
vehicle is travelling at high speed, and only use air-conditioning when it is
necessary.

The Group recognises the severity of indirect greenhouse gas emissions
from business travel by employees, and requires employees to utilise
teleconference instead of overseas meetings and choose railway rather than
airway for short distance travel to reduce the carbon footprint of business
travel.

The Group requires that discharges, if any, into waterways and land must
comply with relevant laws and regulations.

EAKEIRORDE - B iRERR
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The Environmental Policy established by the Group encourages employees
to handle office waste generated in a proper and environmentally friendly
manner.

Hazardous wastes are those defined by national regulations. There was
no significant hazardous waste generated in view of the Group'’s business
nature.

The Group promotes waste reduction practices including waste reduction at
source, reuse, clean recycling, recover and reduction of disposal at landfills.
Employees are encouraged to purchase supplies or equipment with longer
life-span, to install recycling bins to collect recyclables, such as waste paper,
glass or aluminium bottles, metal, and plastics, and to have recyclers to
collect recyclables.

The Group strictly regulates the operation of its business to ensure the
compliance with national and local laws and regulations relating to
environmental protection and pollutant emissions. In the Year 2018, there
was no case of material non-compliance with the Environmental Protection
Law of the People’s Republic of China (F % A R X FIBIIRFIREE)
and other relevant laws and regulations relating to air and greenhouse gas
emissions, discharges into water and land, and generation of hazardous
and non-hazardous waste that have a significant impact on environment. In
addition, there was no report of significant fines or sanctions as a result of
non-compliance with the relevant laws and regulations in the Year 2018.
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The key environmental performance indicators of the Group's emissions in

the Year 2018 are shown in the table below:

BREREIIN TR

R-ZE—)\FE AEEHFRDOERIRE

Unit Year 2018 Year 2017
Environmental indicators RIEEE B Z—ZE-NFE Z—ZE—tEE
Air emissions (Note 7) BERBER (HatT)
Nitrogen oxides (NOx) emissions AL INOYHE ) g% 5,364 6,693
Sulphur oxides (SOx) emissions Wb (SONBER g% 176 247
Particulate matter (PM) emission BOF AT PMBE R YD g5 414 849
GHG emissions BERBEHENK
Total GHG emissions (Note 2) RERBHEMES kg COze 74,064 95,633
(H1aE2) T
—akiREE
GHG emissions intensity BERBENEE kg COze 3,086 3,085
(per employee)
T
—&EtiEE
(Bx2EE)
Direct emissions (Scope 1) BERW(ZET) kg COe 30,600 40,016
T
—ERESE
Indirect emissions (Scope 2) BN (#/E2) kg COze 12,902 20,757
T
—atkiREE
Other indirect emissions (Scope 3) H R gEk (g E5) kg COze 30,562 34,860
T
—EiiRES
Waste B
Total non-hazardous waste produced ~ FTEABEEEYHAE tonnes Mg 0.20 025
Non-hazardous waste produced intensity FTEE 4 £ R B2 Y2 [E tonnes 0.008 0.008
(per employee)
Mg
(BREER)
Total hazardous waste produced FMEAXABEREYEE tonnes I N/AT 3 A N/AZR i A3
(Note 3) (B15£3)
Hazardous waste produced intensity FIEABERBRENEE tonnes N/AT 3 N/AZR i F3
(Note 3) (H1a3) (per employee)
Mg
(BREER)
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(Note 1): Air emissions include emissions data from gaseous fuel
consumption and motor vehicles.

(Note 2): Greenhouse gas emissions (direct and indirect) and its removal can
be divided into the following three separate areas:

Scope 1: Direct greenhouse gas emissions from operations
that are owned or controlled by the Group including
greenhouse gas emissions from motor vehicles
controlled by the Group.

Scope 2: Energy indirect emissions resulting from generation
of purchased electricity that is consumed by the
Group's controlled equipment or its operations within
the physical building boundary including electricity

purchased from power companies.

Scope 3: All other indirect greenhouse gas emissions that
occurred outside the Group, including both upstream

and downstream emissions.

(Note 3): No hazardous waste is produced by the Group. Therefore, this
disclosure is not applicable to the Group. In the event when any hazardous
waste is to be disposed of, the Group would engage professional companies
to handle it.

In accordance with policies stated above for the reduction of air and
greenhouse gas emissions from vehicles, the Group adopts the following
measures: control the numbers of vehicles owned by the Group; control the
frequency of employees not to take public transportation for local business
commuting; and control the volume of business travel by employees. The
Group considers such measures had been achieved for the Year 2018.

Non-hazardous wastes are preferred to be recycled, otherwise, they are
sent for landfill or incineration. In accordance with policies stated above for
the reduction of non-hazardous wastes, the Group adopts the following
measures: control the commercial wastes generated by employees; control
the waste of papers; control the volume of non-hazardous waste going
direct to landfill or incineration without recycling. The Group considers such
measures had been achieved for the Year 2018.

T VEEE B Al AL A R A S

o
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WEBEEEENARE
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B AEHATERRE
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ERNELMERNEER
BhEENEREEL
e ’PE?EQ BERAEE
E/j'fE‘
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e
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USE OF RESOURCES

The Group recognises that efficient use of resources, including energy, water
and other raw materials, in production, storage, transportation, buildings,
electronic equipment, etc, is one of the significant aspects to protect
environment.

The Group established policies and procedures to reduce energy
consumption in the facility, to assess the energy efficiency, to increase
the use of clean energy, if possible, to set targets to monitor energy
consumption, to ensure power is turned off when electrical appliances are
not in use, and to admit natural daylight into workplace during the day.

The Group requires employees to reduce water consumption in the offices.
For example, employees are encouraged to fully empty any containers before
washing, to turn off water taps promptly, to check faucets and pipes for leaks,
and to adopt water saving appliances.

The total units of purchased electricity consumed by the Group’s emissions
in the Year 2018 are shown in the table below:

it

IE)
P
ey
ox
B
Ofr

BIR A

AEBRAREE R 86 27 8
REEHEARERER (BEER - KR
H A FATR) HRRERAZHEES -

REE B HIEBCR RIE TR A R MR E - 5T
HEEIRM S BRI INGEE B REER 7T
B EERERERE  BRERATBEERF
ZER WERRRIIESAEAE A

AEBERESEMRAEH D AK Bl
AEEHEEENTZNERAREK &

FrRARA/KBESR  B/KEEREBRR X
PR EIKRAE
R-FE—)\FE AEEHFRYMEREE

VENBEHIINT*R:

Unit Year 2018 Year 2017

Total use of resources EREARE By =ZE-NFE =—EZE—tFE

Non-renewable fuel consumed TR HEREDERE kwh F L B§ 107,314 151,635

Electricity purchases for consumption BB JH#E kWh T EL B 19,623 25,299

Total energy consumed gEIR4E ﬁg kWh F FL s 126,937 176,938

Electricity consumption intensity EEX kWh 5,289 5,708

(per employee)
Rl
(BREER)
Amount of water consumption (Note 4) FE/K & (HfiF4) m? N/A i A N/A 71 i A3
Water consumption intensity (Note 4) %K & (H1i£4) m’ N/A 38 N/A 738
(per employee)
(BxRESR)

Total packaging material used for S mrABREMEHES kg F 5% N/A 38 N/A 7~38 B

finished products (Note 5) (H17E5)

Amount of packaging material per unit S E R BEMEIEE kg F 5= N/A 38 N/A 7~38 B

produced (Note 5) (H1aE5)

(Note 4): Both Hong Kong and Beijing offices of the Group operate in leased office  (H/7t4): AEEHEERIERPAEHEBERD
premises for which both the water supply and discharge are solely controlled BFRNEE KBRS BHIEFERE
by the building management. Therefore, this disclosure is not applicable to P ZH B ZBEBETEARAE
the Group. ®

(Note 5):No use of packaging materials since the Group does not have physical — (A7aZ5) © PSSR BN M B Y2 4 6 - R AL T2

products for sale. Therefore, this disclosure is not applicable to the Group.

RefEms Bt ZBBETERRASE
& o
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The Group's ability to use energy efficiently can be revealed by its
intention and measures for the reductions in energy consumption. Energy
consumption has a direct effect on the environmental footprint of the Group,
its operational costs, and exposure to certain risks (e.g. fluctuations in energy
supply and prices). The Group's policies and measures specific to managing
energy use have been stated above. The Group considers such policies had
been adopted and measures had been achieved for the Year 2018.

The Group's ability to use water efficiently can be revealed by its intention
and measures for the reductions in water consumption. Water consumption
has a direct effect on the environmental footprint of the Group, its
operational costs, and exposure to certain risks (e.g. reliance on sources of
water that may be considered sensitive due to their relative size or function;
or status as a possibly rare, threatened, or endangered system; or to their
possible support of a particular endangered species of plant or animal). The
Group's policies and measures specific to water use have been stated above.
The Group considers such policies had been adopted and measures had
been achieved for the Year 2018.

THE ENVIRONMENT AND NATURAL RESOURCES

The Group is committed to reducing the operation impacts on environment
and natural resources. Policies are established to consider the actual
impacts on environment and natural resources and to reduce such impacts.
The Group encourages environmental education and advocacy among
employees to motivate environmentally responsible behaviour which helps
fulfil the Group’s commitment to minimising its adverse impacts on the
environment.

The Group understands that its performance in respect of emissions, waste
production and disposal, and use of resources impacts the environment,
the Group endeavours to minimise such impacts, and communicate the
Group's environmental policies, measures, performance, and achievements
to the stakeholders. No significant impacts on the environment and natural
resources was caused in view of the Group's business nature. Policies and/or
measures adopted specific to managing potential impacts of activities on the
environment and natural resources are mentioned above.
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EMPLOYMENT AND LABOUR PRACTICES

The Group established Staff Handbook covering topics such as: (i)
compensation and dismissal; (ii) recruitment and promotion; (iii) working
hours; (iv) rest periods; (v) equal opportunity; (vi) diversity; (vii) anti-
discrimination; and (viii) other benefits and welfare.

The Group offers competitive remuneration to attract and retain talented
staff members. Remuneration packages are reviewed periodically to ensure
consistency with employment market. Laws and regulations on minimum
wage and statutory social benefits are required to be followed. Dismissal is
required to comply with employment laws and regulations, and to follow the
internal policies and procedures, including policy on prevention of dismissal
purely on employees’ gender, marital status, disability, or family status.

The Group attracts talent through fair, flexible and transparent recruitment
strategy. Recruitment process includes application for recruitment,
description of position, collection of job applications, interview, selection,
approval, and job offering. Promotion is required to be based on
performance and suitability.

Employees’ working hours, rest periods, benefits and welfare, including
social security befits and mandatory provident fund, are required to be in
compliance with employment or labour laws and regulations. Selected
benefit programs, including medical coverage, are also provided.

The Group is an equal opportunity employer. The Group endeavours to
provide a fair workplace for employees and follow the principles of equality
and non-discrimination. Recruitment, remuneration, promotion, and
benefits are required to be handled based on objective assessment, equal
opportunity and non-discrimination regardless of gender, race, or other
measures of diversity.
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The composition of the Group's workforce by gender and by age as of 31
December 2018 is stated as follows:

Total workforce gender

BE_Z-—N\F+HA=+—H KEEK
MR Sl 8l BB AT RN T -

Total workforce by age group

RUERIBI D HIBE) D AR REWRAREDNEE DEANE
8%
17%
*— 50%
@ Under 30 years old

30 AT

Male 30-50 years old
500 —e Fit 30 % 50 8%

Female @ Over 50 years old
it % somnkt

The Group strictly regulates the operation of its business to ensure the
compliance with national and local laws and regulations relating to
employment during the course of operation. In the Year 2018, there was
no case of material non-compliance with the Labour Law of the People’s
Republic of China (FF2E A R 2L MBI 45 &))%) , the Labour Contract Law
of the People’s Republic of China (1 ARKEFEHLEERFE), the
Employment Ordinance (&% 14&f1) and the relevant laws and regulations
relating to compensation and dismissal, recruitment and promotion, working
hours, rest periods, equal opportunity, diversity, anti-discrimination and
other benefits and welfare on the Group. In addition, there was no report of
significant fines or sanctions as a result of non-compliance with the relevant
laws and regulations in the Year 2018.

HEALTH AND SAFETY

The Group has established Health and Safety Policies covering topics such
as: (i) providing safe working environment; (ii) protecting employees from
occupational hazards; and (iii) work-life balance. The Group is committed to
maintaining a healthy and safe workplace for employees, and to preventing
workplace injuries and illnesses.

The Group requires entities to establish and document policies and
procedures on safety for employees to follow, set targets for the safety of
employees, monitor the safety performance against the targets periodically
and report any safety incidents to management.

One of the key factors for successfully protecting employees from
occupational hazards is to train employees to protect themselves from
psychological and physical hazards. The Group encourages such training to
be delivered to employees.
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The Group supports employees to enjoy leisure and sports activities outside
of workplace.

The Group strictly regulates the operation of its business to ensure the
compliance with national and local laws and regulations relating to health
and safety during the course of operation. In the Year 2018, there was no case
of material non-compliance with the Regulations on Work-Related Injury
Insurance of the People’s Republic of China ( A% A R HEAE T5R B
{&451) , the Occupational Safety and Health Ordinance (Bt ¥ % 2 & i
EE145]) and the relevant laws and regulations relating to providing a safe
working environment and protecting employees from occupational hazards
that have a significant impact. In addition, there was no report of significant
fines or sanctions as a result of non-compliance with the relevant laws and
regulations in the Year 2018.

DEVELOPMENT AND TRAINING

The Group has established Development and Training Policies covering
topics such as: (i) vocational training; and (i) training and resources for the
directors and senior management. The Group is committed to providing
adequate training to the employees to improve their knowledge and skills
for discharging duties at work. Training includes vocational training courses
provided internally or externally.

The Group requires employees to attend internal and external training
courses including employee continuing education to improve employees’
knowledge and skills for their job positions.

Training and development courses are offered throughout the Group to
upgrade employee skills and knowledge. During the year, all directors
participated in continuous professional development activities by reading
regulatory updates, and/or attending seminars or workshops relevant to the
business or directors’ duties.

LABOUR STANDARDS

The Group has established Labour Standards Policies covering topics such
as: (i) preventing child and forced labour; and (ii) preventing workplace
bullying. The Group is committed to avoiding child and forced labour in the
workplace. Besides, all employees are strongly encouraged to report any
bullying conduct they experience through the complaint channel provided
by the Group.
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The Group prohibits child labour. It requires human resource department
and user departments work together to prevent or identify child labour,
and to ensure child labour is not in the workforce. The Group is committed
to protecting human rights, to prohibiting forced labours, and to creating a
workplace with respect, fairness, and free will for the employees.

The Group strictly regulates the operation of its business to ensure the
compliance with national and local laws and regulations relating to labour
standards during the course of operation. In the Year 2018, there was no case
of material non-compliance with the Labour Law of the People’s Republic
of China (A #E A R L FNEI & E))% ) | the Provisions on the Prohibition of
Using Child Labour (25 1E{F FAE T# 5 ) , the Employment Ordinance
(BB 1EHI) and the relevant laws and regulations relating to preventing
child or forced labour that have a significant impact. In addition, there was no
report of significant fines or sanctions as a result of non-compliance with the
relevant laws and regulations in the Year 2018.

SUPPLY CHAIN MANAGEMENT

Supply chain management is a key area of the Group's business, which
includes managing environmental and social risks of the supply chain. The
Group requires suppliers to provide products and services for the Group
with up-to-standard quality, health and safety to ensure compliance with
environmental laws and regulations, and labour standards. The contracting
for procurement of products and services is required to be based solely upon
specification, quality, service, price, tendering, and applicable environmental
and social considerations.

The Group requires impartial selection of suppliers and service providers,
maximisation of competition in tendering process, approval of contract
terms, compliance with laws and regulations, prevention and detection
of bribery or fraud in the tendering and procurement process, and
accomplishment of efficiency and cost saving in procurement.

The Group established Supply Chain Management Policies, including (i)
assessment; (i) selection; (iii) approval; (iv) procurement; and (v) performance
evaluation. Performance evaluation is based on quality, service, cost,
environmental protection, and social responsibilities.

During the Year 2018, the Group was not aware that any key suppliers had
any significant actual and potential negative impact on business ethics,
environmental protection, human rights and labour practices, nor any of
them had any non-compliance incident in respect of human rights issues.
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PRODUCT RESPONSIBILITY

Product responsibility refers to health and safety, advertising, labelling
and privacy matters relating to services provided. The Group has
established Product Responsibility Policies to study the overall and actual
implementation of the Group’s sustainable procurement activities and report
directly to the director and company secretary.

The Group is fully responsible for its services. The Group ensures health and
safety relating to the services provided. In view of the Group's business
nature, there were no products produced.

The Group respects its customers’ rights and is committed to providing
accurate service information for customers in connection with their purchase
decision. The Group requires careful review of advertising material to protect
customers’ interest.

The Group is committed to protecting customer data and privacy
information and keeping business information confidential. Training to
employees in this regard and proper information system security are
required.

Although the Group ensures the quality of its services, at the same time, the
Group requires that services with quality, safety, or health issues should be
compensated in accordance with terms of service contracts. Compensation
is required to be offered to all customers who are affected with consistent
treatment and procedures.

The Group is not aware of any material non-compliance with the Personal
Data (Privacy) Ordinance (fE A& # (FLEE) 1&41) and other applicable
laws and regulations that have a significant impact relating to privacy matters
in regard to products and services provided by the Group in the Year 2018.

ANTI-CORRUPTION

The Group established Anti-Corruption Policies to prohibit employees from
receiving any advantages offered by customers, suppliers, colleagues, or
other parties, while they are performing employee duties, and prohibit any
activities involving conflicts of interest, bribery, extortion, fraud, and money
laundering. Staff Handbook lays out the Group’s expectation and certain
guiding provisions on code of conduct. The Group encourages employees,
customers, suppliers, or other parties to report incidents relating to any
conflicts of interest, bribery, extortion, fraud and money laundering.

HERET

s

on
S
Off

EmEE

EmEEFSRFTIREEBRSHEREL
2 EE EZEABEEE-ALEEHTE
LEABCK MHREEREREHEASER]
RRBESHTEERAEERAAWE

o

4
T

e

gty
H
=

el
>3d

AEEHHERKAZE - NEBERRTIRMH
HERBOREER L2 ERAEENER
ME WEEEERER-

AEEYSESEN REAESRIER
BEER HEANBEE2Z AEEBK
FRBEEEEME  RIERS s

AEBFHREZFPEELLBER AL
BERTRT AKERERELTHZE
BRI EEMALRE -

&EF&%E’\JHW& AEBBAEFA-HHHTR
MEFRMEXFETPETRE:

RIZ-N\FE AEBEHAANEEREE
PRI Em R RENALE EER BB E

FENEAEEER (BAER (L) F
By AR Bt E AR BROERAENR

k&S
AEBEEFIERESHRELEEBREITH
BERRZES HER RFEHIEMBAL
REMNE  WEILERS RN EETR - BB
B #R RFFRAREREE - B T T
AR EETT A R m R TR H M A T4 3
X -AEEEES TP HEFIEM
ATBERSRFEER M R REFR
ARERES

CHINA EVER GRAND FINANCIAL LEASING GROUP €O, LTD. Annual Report 2018

35



m[ : ‘-. l‘
?‘. A j
-

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT B35~ it & R # i &

36

The Group strictly regulates the operation of its business to ensure the
compliance with national and local laws and regulations relating to anti-
corruption during the course of operation. In the Year 2018, there was no
case of any material non-compliance with the Anti-Unfair Competition Law
of the People’s Republic of China (FFZEE AR EMBEIR N IEEFHFE),
the Prevention of Bribery Ordinance ([ LEBEE& 15451 ) and the relevant laws
and regulations relating to bribery, extortion, fraud and money laundering
that have a significant impact. In addition, there was no report of significant
fines or sanctions as a result of non-compliance with the relevant laws and
regulations in the Year 2018.

COMMUNITY INVESTMENT

The Group endeavours to support the communities in which the Group
operates including community engagement to understand the needs of
communities, and to ensure the Group's activities take into consideration of
the communities’ interest.

The Group strives to enlarge the business operation so that the Group can
hire more workers to utilize communities” available labour resources.

The Group encourages its employees to participate in community activities,
such as community health initiatives, sports, cultural activities, volunteer
work, and education donation. All employees of the Group are encouraged
to participate in environmental protection activities and raise the
environmental awareness of people in the communities.
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CORPORATE GOVERNANCE PRACTICES

The Company had complied with all the code provisions as set out in the
Corporate Governance Code and Corporate Governance Report (the “CG
Code") contained in Appendix 14 of the Listing Rules of the Stock Exchange
throughout the year ended 31 December 2018, except the following
deviations:—

1.  Code Provision A.2.7

During 2018, the Chairman did not hold any formal meeting with
independent non-executive directors without the executive directors
(as provided under code provision A.2.7 of the CG Code) due to the
tight schedule of the Chairman and independent non-executive
directors. The Board continues to maintain a culture of openness and
constructive relations between executive and non-executive Directors
(including independent non-executive directors). In the absence of
the Chairman, the CEO is in the position to facilitate the effective
contribution of non-executive directors, and ensure their views are
communicated and heard by the Board.

2. Code Provision B.1.2

The terms of reference of the Remuneration Committee exclude
review of and making recommendations to the Board in relation to
senior management remuneration as in the Board's opinion, it was
more appropriate for the executive directors to perform these duties.

3.  Code Provision E.1.2

Under Code Provision E.1.2 of the CG Code, the Chairman of the
Board should attend the annual general meeting. Mr. Wong Lik Ping,
Chairman of the Board was unable to attend the annual general
meeting of the Company held on 5 June 2018 due to his other
important commitment. However, Mr. Lai Ka Fai, executive director
chaired the 2018 AGM and answered questions from the shareholders
of the Company.
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THE BOARD OF DIRECTORS BEEg

The Board currently comprises four Executive Directors and three EFSRANERITERR=EBLIERNIT
Independent Non-Executive Directors (‘INEDs"). The brief biographic details ~EZ (B IFFMITEEDAK -EFEKE
of and the relationship among Board members is set out in the Directors ZBEERHBROCHNFOBEEFINAEZE
Profiles section on pages 49 to 51. The Board has established three Board FEMTA -BFBERI=HEEEES] "
Committees, namely Audit Committee, Nomination Committee and BIEZZE® REZESLFMEES-
Remuneration Committee. Attendance of the Board Meetings, the meetings ZE_T-N\F+_A=+—BHLEFE &

of the Board Committees and the General Meetings for the year ended 31 EBFHBEEFEEFH- i%?ié‘?%&ﬁx
December 2018 is given below. The respective responsibilities of the Board ~SRAZHAHMEI N T -EFGFREFEES
and Board Committees are discussed later in this report. 2% ENBERRARENHEBBIEDDS

BH o

Number of meetings attended/eligible to attend

HE/ RERILESRNRY
Board Audit  Nomination Remuneration General
Meeting  Committee =~ Committee =~ Committee Meeting

ETEE3 ENZEE REZEE FMHZEEE  RRAE

Executive Directors TES

Wong Lik Ping TH¥ 28 01 0/2 0/3
Lai Ka Fai R 8/8 3/3
Tao Ke ) 4/8 0/3
Qiao Weibing BEE 6/8 0/3
Non-executive Director FHTES

Yeung Sau Han Agnes (note 1) 15518 (#it1) 13 072

Independent non-executive BIFHITES

Directors
Goh Choo Hwee RER 7/8 33 1/1 22 23
Ho Hin Yip EES 8/8 33 7 22 23
UKengTin REX 7/8 33 23
Note: B o -
1. Resigned on 3 August 2018 1. RZF-NFNA=ZHEHE

All Directors are regularly updated on governance and regulatory matters. 2 iEEEHEHRGEBREAREEEEN
There is an established procedure for Directors to obtain independent ¥ &M -EZHALRETERF SR8
professional advice at the expense of the Company in discharge of their Y HEXERUABBETARE FHERH
duties. KRR T
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The Board held meetings from time to time whenever necessary. Notice
of at least 14 days has been given to all Directors for all regular board
meetings and the Directors can include matters for discussion in the agenda
if necessary. Agenda and accompanying board papers in respect of regular
board meetings are sent out in full to all directors within reasonable time
before the meeting. Draft minutes of all board meetings are circulated to
Directors for comment within a reasonable time prior to confirmation.

Minutes of board meetings and meetings of Board Committees are kept
by duly appointed secretaries of the respective meetings and all Directors
have access to board papers and related materials, and are provided with
adequate information on a timely manner, which enable the Board to make
an informed decision on matters placed before it.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under Code Provision A.2.1 of the CG Code, the roles of chairman and
chief executive officer ("“CEQ") should be separate and should not be
performed by the same individual. During 2018, Mr. Wong Lik Ping served
as the Chairman whereas Mr. Lai Ka Fai served as the CEO of the Group.
The Chairman provides leadership for the Board. The CEO has overall chief
executive responsibility for the Group’s business development and day-
to-day management generally. The segregation ensures a clear distinction
between the Chairman’s responsibility to manage the Board and the CEO’s
responsibility to manage the Group's business. With the support of Executive
Directors and Company Secretary, the Chairman seeks to ensure that all
Directors are properly briefed on issues arising at board meetings and receive
adequate and reliable information in a timely manner.

NON-EXECUTIVE DIRECTORS

The Board currently has three INEDs, one of the INEDs hold appropriate
professional qualifications, or accounting or related financial management
expertise under Rule 3.10 of the Listing Rules. All INEDs of the Company have
been appointed for a specific term and are subject to retirement by rotation
and re-election in accordance with the Company’s Articles of Association.

Each of the INEDs has given the Company an annual confirmation of
independence pursuant to Rule 3.13 of the Listing Rules. The Company
considers that all INEDs are independent and meet the independence
guidelines set out in Rule 3.13 of the Listing Rules.
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DIRECTORS’ CONTINUOUS TRAINING AND DEVELOPMENT EEvREBINMER

Directors should participate in continuous professional development to EBFESLHEFEHTLEER BRMEMEM
develop and refresh their knowledge and skills. This is to ensure that their B MIXAE  AREEBETEABE2EEA R
contribution into the Board remains informed and relevant. JemBEzBRATRESSELER

EEZORNBTERESEIZTAEX
A65 FTEEREBMEREREZEN
R RRHREEY EERERRL

The Directors are committed to complying with the code provision A.6.5 on
Directors' training. All Directors have participated in continuous professional
development activities by reading regulatory updates, and/or attending

seminars/workshops relevant to the business/Directors’ duties.

A record of training they received for the year ended 31 December 2018 was
provided to the Company. The individual training record of each Director

received for the year ended 31 December 2018 is set out below:

BE/ MG A2EFETEERE
o

EXCRHBE_Z-N\F+_-_A=1+—H
I FEERINBIRETARA - TRH
JIBREEHE—T— \F+-_A=1+—H
IFFE2 R

Attending
seminars/
workshops
Reading relevant to
Regulatory the business/
updates directors’ duties
HEEEEK
MEEEREZ ESHRERRAZ
BEHER BEHEE
Executive Directors HITES
Wong Lik Ping FHF v v/
Lai Ka Fai R v/ v
Tao Ke ) v/ v/
Qiao Weibing BEE 4 4
Non-Executive Director FHITES
Yeung Sau Han Agnes BER(RZE—N\F
(resigned on 3 August 2018) NA=ZBEE) v/ v/
Independent non-executive Directors B IEHTESE
Goh Choo Hwee RN v/ v
Ho Hin Yip [EEES v/ v/
U Keng Tin REX v v/
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DELEGATION BY THE BOARD

The Board sets the Group’s objectives and strategies and monitors its
performance. The Board also decides on matters such as annual and
interim results, major transactions, director appointments, and dividend
and accounting policies and monitors the internal controls of the Group's
business operation. The Board has delegated the authority and responsibility
of overseeing the Group's day to day operations to management executives.

When the Board delegates aspect of its management and administration
functions to management, clear directions would be given as to the power
of management, in particular, the circumstances where management
should report back to the Board before making decision or entering into any
commitments on behalf of the Group.

Principal functions that are specifically delegated by the Board to the
management include (i) implementation of corporate strategy and policy
initiatives; (i) provision of management reports to the Board in respect of
Group's performance, financial position and prospects; and (iii) day-to-day
management of the Group.

BOARD DIVERSITY POLICY

The Board has adopted a Diversity of Board Members Policy (the
“Board Diversity Policy”) and discussed all measurable objectives set for
implementing the policy.

The Company recognises and embraces the benefits of diversity of Board
members. It endeavours to ensure that the Board has a balance of skills,
experience and diversity of perspectives appropriate to the requirements
of the Company’s business. All Board appointments will be based on merit
and the candidates will be considered against measurable objectives, taking
into account the Company’s business and needs. Selection of candidates
will be based on a range of diversity criteria, including but not limited to
gender, age, cultural and educational background, knowledge, professional
experience and skills. The ultimate decision will be based on merit and the
contribution that the selected candidates may bring to the Board.

The Nomination Committee will review the Board Diversity Policy as
appropriate from time to time in light of experience, evolving standards of
corporate governance and recommend any proposed changes to the Board
for approval.
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DIRECTOR NOMINATION POLICY

The Company adopted a director nomination policy (the “Director
Nomination Policy”) on 14 December 2018 which set out the criteria and
process in the appointment and nomination of directors, in order to ensure
the Board has a balance of skills, experience and diversity of perspectives
appropriate to the Company and ensure the Board continuity and
appropriate leadership.

According to the Director Nomination Policy, the Nomination Committee will
carry out evaluation on candidates by considering their skills, professional
qualification, experience, independence (for independent non-executive
directors), gender, time commitment and make recommendation to the
Board based on the nomination procedure. The Director Nomination Policy
will also be reviewed from time to time in order to satisfy the business needs
and ensure compliance with the regularity requirements as well as maintain
good corporate governance practice.

REMUNERATION COMMITTEE

The Company has set up a Remuneration Committee to ensure that there are
formal and transparent procedures for setting policies on the remuneration
of Directors. For the year ended 31 December 2018, the Remuneration
Committee comprises the Board’s Chairman, Mr. Wong Lik Ping, and two
INEDs, namely Mr. Goh Choo Hwee and Mr. Ho Hin Yip. The Remuneration
Committee is chaired by Mr. Ho Hin Yip.

During the year, two Remuneration Committee meetings were held to review
the remuneration packages of the Directors. The Remuneration Committee
ensures that no Director is involved in deciding his own remuneration. The
terms of reference of the Remuneration Committee, a copy of which is
posted on the Company's website, are consistent with the terms set out in
the relevant section of the CG Code and Report.
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NOMINATION COMMITTEE

The Company has set up a Nomination Committee to ensure fair and
transparent procedures for the appointment, re-election and removal
of Directors to the Board. For the year ended 31 December 2018, the
Nomination Committee comprises the Board’s Chairman, Mr. Wong Lik
Ping, and two INEDs, namely Mr. Goh Choo Hwee and Mr. Ho Hin Yip. The
Nomination Committee is chaired by Mr. Wong Lik Ping.

During the year, one Nomination Committee meeting was held to discuss
appointment and re-election of Directors. In selecting and recommending
candidates for directorship, the Committee will consider the experience,
qualification and suitability of the candidates as well as the Board Diversity
Policy. The Board will approve the recommendations based on the same
criteria. The terms of reference of the Nomination Committee, a copy of
which is posted on the Company's website, are consistent with the terms set
out in the relevant section of the CG Code and Report.

AUDIT COMMITTEE

For the year ended 31 December 2018, the Audit Committee comprises
three INEDs, namely Mr. Ho Hin Yip, Mr. Goh Choo Hwee and Mr. U Keng Tin.
The Audit Committee is chaired by Mr. Ho Hin Yip.

The principal duties of the Audit Committee are to review and provide
supervision over the financial reporting process and internal controls of
the Group, and perform the corporate governance duties. During the year,
three Audit Committee meetings were held to review the financial reporting
matters, risk management and internal control procedures of the Group. The
terms of reference of the Audit Committee, a copy of which is posted on
the Company's website, are consistent with the terms set out in the relevant
section of the CG Code and Report.
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CODE FOR SECURITIES TRANSACTIONS BY DIRECTORS AND
RELEVANT EMPLOYEES

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 of the
Listing Rules as its code of conduct for dealings in securities of the Company
by the Directors. Having made specific enquiries, all directors confirmed that
they have complied with the required standards set out in the Model Code
throughout the year ended 31 December 2018.

To comply with the code provision A6.4 of the CG Code and Report, the
Company has also adopted the Model Code as the code of conduct for
securities transactions by Relevant Employees to regulate the dealings in
the securities of the Company by certain employees of the Group who
are considered to be likely in possession of unpublished price sensitive
information of the Company.

ACCOUNTABILITY AND AUDIT
Financial Reporting

The Board is responsible for presenting a balanced, clear and comprehensible
assessment of the Group’s performance, position and prospects.

Management shall provide sufficient explanation and information to the
Board as will enable the Board to make an informed assessment of the
financial and other information presented before board meeting for approval.

The Directors acknowledge their responsibility for preparing the Group's
consolidated financial statements and ensuring that the preparation of the
Group's consolidated financial statements is in accordance with the relevant
requirements and applicable standards.

A statement by the auditors about their reporting responsibilities is included
in the Independent Auditor’s Report on pages 61 to 70 of this annual report.

The Board will present a balanced, clear and understandable assessment
to annual and interim reports, other price-sensitive announcements and
other financial disclosures required under the Listing Rules, and reports to
regulators as well as to information required to be disclosed pursuant to
statutory requirements.

SESVEER PREZMEETEEARLE

EERFHREENESRZTA

ARARIE IR IR+ B L
AAEBRTES R SHHIZETE ([EEF
8l))  fEARESEEAAAEENRTT
Al- @AEHBTEN 2RESERREN
T \FE+-A=t-BILEE-H
FIRET A B

RBTEEERTA RERE ZTREX
Ab4  RRBTFERMIZETRISBHER
ETEFXHHBRTTR UREARES
THRRBA/AUEEHREARBTRAFHZKER
REHMMEREEARBZES -

BEREX

BB wE
EEREERUARENERER RARANR
25T EM REE R -

BEEESRNEFSEL A MELRERR
B REFESUMEREET SR AMH
AT R B A B - (EH AIER S -

EFARREFAARIRUAKREREUH
BRLRERASEGEMBHERIZEAMRTE
NERRERE

12 BRI B 7 ELFE 3R & (T )2 BR A AR 4F [E 3R
EEO R HEI0B 2B BRI RS o

EEeR20FE BHMEZANEERD
HIRERHE R EgURAE R EHRA
REMEMMBEREER MEBERBNER
ENRREBEEREATRENER-



CORPORATE GOVERNANCE REPORT 1 3 & i6 # &

Risk Management and Internal Controls

The main features of the risk management and internal control systems
of the Group are to provide a clear governance structure, policies and
procedures, as well as reporting mechanism to facilitate the Group to
manage its risks across business operations. The Group has established a risk
management framework, which consists of the Board, the Audit Committee
and the functional responsible management of the Group (“Senior
Management”).

The Board determines the nature and extent of risks that shall be taken in
achieving the Group's strategic objectives, and has the overall responsibility
for monitoring the design, implementation and the overall effectiveness
of risk management and internal control systems. The risk management
and internal control systems of the Group are designed to manage rather
than eliminate the risk of failure to achieve business objectives, and can
only provide reasonable and not absolute assurance against material
misstatement or loss. Its improvement is an ongoing process and the Board
maintains a continuing commitment to strengthen the Company’s control
environment and processes.

The Board, through the Audit Committee, conducts reviews of the
effectiveness of such systems once annually, covering all material controls
including financial, operational and compliance controls. The Group has
formulated and adopted risk management policy in providing directions in
identifying, evaluating and managing significant risks. At least on an annual
basis, the Senior Management identifies risks that would adversely affect
the achievement of the Group's objectives, and assesses and prioritizes
the identified risks according to a set of standard criteria. Risk mitigation
plans and risk owners are then established for those risks considered to
be significant. In addition, the Group has engaged Zhonghui Anda Risk
Services Limited (“Zhonghui”) to assist the Board and the Audit Committee
in ongoing monitoring of risk management and internal control systems of
the Group and in performing the internal audit functions for the Group. The
annual review plan of the Group covers major activities and material controls
including operational, financial and compliance of the Group's business units.
It also covers the changes, since the last annual review, in the nature and
extent of significant risks, and the Group's ability to respond to changes in its
business and the external environment.

A report on the result of risk management and internal control review report
from Zhonghui was provided to the Audit Committee and the Board in
March 2019. The Board, through the Audit Committee, had performed annual
review on the effectiveness of the Group's risk management and internal
control systems, including but not limited to (i) the general compliances
with the appendix 14 of the Listing Rules and the disclosure requirements
of the corporate governance report, (i) corporate level controls (such as
the effectiveness of the functions and compositions over the Board and its
committees as well as the effectiveness of the handling and dissemination
of inside information), (iii) certain operational level controls, and (iv) financial
reporting functions.
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The Board concluded that there are no material irregularities nor areas of
concern that would have significant adverse impact on the Group's state of
affair, and that the Group's risk management and internal control systems
were effective and adequate (including the resources, staff qualifications and
experience, training programmes and budget of the Company's accounting,
internal audit and financial reporting functions) and have complied with the
CG code provisions on risk management and internal control during the year.

The Group has adopted policy and procedure on disclosure of insider
information and there was no material breach of procedures and internal
controls for the handling and dissemination of inside information during
the year. The Company regularly reminds the directors and the relevant
staff about due compliance and latest regulatory updates with the insider
information and other relevant regulations.

AUDITOR’S REMUNERATION

For the year ended 31 December 2018, the auditors of the Company
provided audit and non-audit services to the Company and the Group.

The auditor's remuneration payable to BDO Limited, a new auditor was
appointed in October 2018, in relation to audit and non-audit services for
the year ended 31 December 2018 amounted to HK$1,500,000 and Nil
respectively.

The auditor's remuneration payable to Deloitte Touche Tohmatsu, the
predecessor auditor in relation to audit and non-audit services for the year
ended 31 December 2018 amounted to Nil and HK$900,000 respectively.

The statement of the auditor of the Company regarding their reporting
responsibilities on the financial statements is set out in the Independent
Auditor's Report on pages 61 to 70.

JOINT COMPANY SECRETARIES

All directors have access to the advice and services of the Company
Secretary. The Company Secretary is responsible for ensuring the Board
policies and procedures are followed and for facilitating information flows
and communications among Directors and its committees as well as with
shareholders and management, and between management and the non-
executive directors.
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Mr. Li Chak Hung and Mr. Siu Wai Bun, are the joint company secretaries of
the Company. Both of Mr. Li and Mr. Siu report to Mr. Wong Lik Ping, the
Chairman of the Board.

Mr. Li Chak Hung was appointed as company secretary of the Company on
13 March 2002. He is a member of the Hong Kong Institute of Certified Public
Accountants. He undertook over 15 hours of relevant professional training to
update his skills and knowledge during the year.

Mr. Siu Wai Bun was appointed as joint company secretary of the Company
on 6 November 2017. Mr. Siu is a member of Hong Kong Institute of Certified
Public Accountants. During the year, Mr. Siu undertook more than 15 hours of
relevant professional training to update his skills and knowledge.

SHAREHOLDERS' RIGHTS

Convening an extraordinary General Meeting by shareholders

Pursuant to Article 58 of the Company’s Articles of Association, any one or
more shareholders holding at the date of deposit of the requisition not less
than one-tenth of the paid up capital of the Company carrying the right
of voting at general meetings of the Company shall at all times have the
right, by written requisition to the Board or the Secretary of the Company, to
require an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such meeting
shall be held within two (2) months after the deposit of such requisition.
If within twenty-one (21) days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed to
the requisitionist(s) by the Company.

Putting Forward Proposals at General Meetings

A shareholder shall make a written requisition to the Board or the company
secretary at the Company's office in Hong Kong at Room 2203, 22/F, Kwan
Chart Tower, No. 6 Tonnochy Road, Wanchai, Hong Kong, specifying the
shareholding information of the shareholder, his/her contact details and the
proposal he/she intends to put forward at general meeting regarding any
specified transaction/business and its supporting documents.

As regards proposing a person for election as a Director, please refer to
the procedures available on the websites of the Company and the Stock
Exchange.
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Making enquiry to the Board

Shareholders may at any time send their enquiries and concerns to the Board
in writing to the company secretary at the Company's office in Hong Kong at
Room 2203, 22/F, Kwan Chart Tower, No. 6 Tonnochy Road, Wanchai, Hong
Kong.

DIVIDEND POLICY

The Company adopted a dividend policy for striking a right balance
between rewarding its shareholders by sharing a portion of the profits and
meeting adequate cash reserves for its working capital requirements and
future prospects of the Company. With reasonable but not pre-determined
dividend distribution ratio, the proposed amount of dividends will be made
at the discretion of the Board and will depend on the Company's operational
results, cash flow situation, financial conditions, capital expenditure
requirements, general business conditions and strategies, future economic
environment, statutory and regulatory restrictions and any other factors that
the Board may deem relevant. The policy will be reviewed from time to time
so as to keep in line with the change of market conditions and other factors
as the Board may deem relevant.

INVESTOR RELATIONS

The Company considers that effective communication with shareholders
is essential for enhancing investor relations and investor understanding
of the Group's business performance and strategies. The Company
has established a range of communication channels between itself, its
shareholders and investors, including answering questions through the
annual general meeting, the publications of annual and interim reports,
notices, announcements and circulars on the website of the Company at
www.egichk.com. During the year, the Board is not aware of any significant
changes in the Company’s constitutional documents.

On behalf of the Board
Wong Lik Ping
Chairman

Hong Kong, 26 March 2019
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EXECUTIVE DIRECTORS

Mr. Wong Lik Ping, aged 58, is the Chairman of the Group. He joined the
Group in August 2012 and is responsible for strategic planning, business
development and Board issues of the Group. He was (i) an executive director
and a vice-chairman of Shougang Fushan Resources Group Limited (stock
code: 639) from March 2009 to December 2015 and (ii) an executive director
and the chairman of Theme International Holdings Limited (stock code: 990)
from November 2009 to January 2016, both companies listed on the Main
Board of the Stock Exchange. He is a director and the sole shareholder of
Worldkin Development Limited, a substantial shareholder of the Company
within the meaning of Part XV of the Securities and Futures Ordinance
("SFO"), Mr. Wong is a member of the National Committee of the Chinese
People’s Political Consultative Conference. He has extensive experience
in trading business, financial industry and investments in a wide range of
businesses in the PRC.

Mr. Lai Ka Fai, aged 50, joined the Group in June 2010 and was appointed
as an executive director and chief executive officer of the Company in
January 2012 and November 2017 respectively. Mr. Lai is responsible for
the corporate governance, port operation business and new business
development of the Group. He holds a Bachelor degree in Laws from The
Manchester Metropolitan University in the United Kingdom, a Postgraduate
Certificate in Laws from The University of Hong Kong and a Master degree
of Business Administration from the University of Leicester in the United
Kingdom. He is a solicitor of the High Court of the Hong Kong Special
Administrative Region and has over 15 years of experience in the legal field.
He is also a director of an associate of the Company in the PRC.

Mr. Tao Ke, aged 36, was appointed as an executive director of the Company
on 6 March 2015. Mr. Tao holds a Master of Social Science degree from
University of Glasgow and a Bachelor degree in Economics from Beijing
Institute of Technology. Mr. Tao has extensive experience in corporate finance
and overseas merger and acquisition. He had been working in international
investment banks and responsible for clients’ project management, project
acquisition and various initial public offerings. Mr. Tao is currently a general
manager of a chemical production group in Shandong.
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Mr. Qiao Weibing, aged 52, was appointed as an executive director of the
Company on 17 March 2016. Mr. Qiao holds a Bachelor degree from Shanxi
University and a Master degree in management engineering from China
University of Mining and Technology. Mr. Qiao has over 20 years” working
experience in the government regulatory authorities and financial institutions
in the PRC. Mr. Qiao is currently the chief investment officer of the Company
and the chairman and CEO of Beijing Ever Grand International Finance Lease
Co,, Ltd, a subsidiary of the Company in the PRC.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Goh Choo Hwee, aged 47, was appointed as an independent non-
executive director of the Company in January 2012. He has over 20 years of
experience in PRC-related, corporate and securities practice. He is currently
a partner at Ma Tang & Co, Solicitors, a law firm in Hong Kong. He graduated
from The University of Hong Kong with Postgraduate Certificate in Laws
in 1995. He has become a member of The Law Society of Hong Kong and
has been a practicing solicitor in Hong Kong since 1997. He is currently
an independent non-executive director of each of Tsui Wah Holdings
Limited (stock code: 1314) and Huajin International Holdings Limited (stock
code: 2738) and was an independent non-executive director of Theme
International Holdings Limited (stock code: 990) from September 2013 to
November 2015, all of which are companies listed on the Main Board of the
Stock Exchange. He was appointed as the company secretary of Xinhua News
Media Holdings Limited (stock code: 309), a company listed on the Main
Board of the Stock Exchange, from December 2013 to November 2018.
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Mr. Ho Hin Yip, aged 45, was appointed as an independent non-executive
director of the Company in December 2012. He is presently the Financial
Controller and Joint Company Secretary of Singapore-listed Dukang
Distillers Holdings Limited, where he is responsible for the finance and
accounting functions, statutory compliance and corporate governance
affairs. He has more than 20 years of financial and auditing experience. He
is a fellow member of The Association of Chartered Certified Accountants
and a practising member of the Hong Kong Institute of Certified Public
Accountants. He also acts as an independent non-executive director
of each of Xinhua News Media Holdings Limited (stock code: 309), Jiyi
Household International Holdings Limited (stock code: 1495) and Royal China
International Holdings Limited (stock code: 1683), all of which are companies
listed on the Main Board of the Stock Exchange.

Mr. U Keng Tin, aged 69, was appointed as an independent non-executive
director of the Company in May 2013. He holds the Bachelor's degree of Arts
from York University, Canada and Master's degree of Arts in International
Economics from University of San Francisco, USA. He is presently a director
of an estate management company, Full Fill Services Co., Limited; a director
of a brokerage house, Bloomyears Limited; a director of a money lending
company, Success Finance Limited in Hong Kong and an executive director
and acting chairman of a listed company, Chinese Global Investors Group
Limited, in Singapore. Mr. U has over 30 years of experience in the securities
industry.
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The Board is pleased to present this Report and the audited financial
statements of the Group for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.

Details of the activities and other particulars of the Company’s principal
subsidiaries are set out in note 37 to the consolidated financial statements.

SEGMENT INFORMATION

An analysis of the Group’s revenue and segment information for the year
ended 31 December 2018 is set out in note 5 and note 6 to the consolidated
financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 are set out in
the consolidated statement of profit or loss and the consolidated statement
of profit or loss and other comprehensive income on pages 71 to 73 of this
annual report.

The directors do not recommend payment of final dividend for the year
ended 31 December 2018,

FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the
last five financial years is set out on pages 231 to 232 of this annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in plant and equipment of the Group during the
year are set out in note 13 to the consolidated financial statements.

SHARE CAPITAL

Details of the share capital of the Company are set out in note 26 to the
consolidated financial statements.
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SHARE PREMIUM AND RESERVES

Under the Companies Law, Cap. 22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands, the share premium of the Company is
available for paying distributions or dividends to shareholders subject to the
provisions of its Memorandum or Articles of Association and provided that
immediately following the distribution of dividend the Company is able to
pay its debts as they fall due in the ordinary course of business.

At 31 December 2018, in the opinion of the directors, the Company's share
premium and reserves available for distribution to shareholders amounted to
HK$426,138,000.

Movement in the share premium and reserves of the Group during the year
are set out on pages 77 to 78 of this annual report.

PRE-EMPTIVE RIGHTS

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

PURCHASE, REDEMPTION OR SALE OF LISTED SECURITIES OF
THE COMPANY

Neither the Company, nor any of its subsidiaries purchased, sold or redeemed
any of the listed securities of the Company during the year.

MAJOR CUSTOMERS AND SUPPLIERS

The aggregate revenue attributable to the Group’s largest customer and five
largest customers taken together accounted for 33% and 79% of the total
revenue from the continuing operation for the year respectively..

Due to the nature of our continuing operations, we do not have any
significant purchases from supplies during the normal course of our business
during the year. However, we relied on interest-bearing borrowing, from
various banks and non-bank financial institutions to operate our business.

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 has any interest in the Group's five largest suppliers.
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RELATED PARTY TRANSACTIONS BBMAERXS

Related party transactions during the year are disclosed in note 36 to the ~ AFERNZ TR HIWBE NGRS BIBIREK
consolidated financial statements. Fi 336 ©

DIRECTORS 5

The directors of the Company during the financial year and up to the date of R BRFEARBEEARRE AR AR AEZ
this report were: EENT:

Executive directors HTES

Mr. Wong Lik Ping (Chairman) ITHFRE(EE)

Mr. Lai Ka Fai R4

Mr. Tao Ke (EEIb

Mr. Qiao Weibing BEELE

Independence non-executive directors BIFHTES

Mr. Goh Choo Hwee RERTE

Mr. Ho Hin Yip (CERES e

Mr. U Keng Tin REREAE

In accordance with Article 87(1) of the Company's Articles of Association, RBEA R RABERMAIFE K £
Mr. Wong Lik Ping, Mr. Tao Ke and Mr. U Keng Tin shall retire from offices by 584~ FE RIS A RARER LA RN EEKRR
rotation in the forthcoming annual general meeting, and being eligible, offer ~ BEF X E FIESR - HERET A ER LA
themselves for re-election. BEEET-

The biographic details of the existing directors are set out on pages 49to 51  HREEFZEEFBEHNAFRFEVAESE
of this annual report. 518
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DIRECTORS’ SERVICES CONTRACTS

No director proposed for re-election at the forthcoming annual general
meeting has a service contract with the Company which is not determinable
by the Company within one year without payment of compensation, other
than statutory compensation.

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of the whole
or any substantial part of the business of the Company were entered into or
existed during the year.

SHARE OPTION SCHEME

A new share option scheme was adopted on 29 July 2016. As at 31
December 2016, a total number of 145,500,000 share options were granted
to the employees, directors and chief executive of the Company with an
exercise price of HK$0.12 per share. With 42,333,334 share options lapsed
during the year, the outstanding number decreased from 102,000,000 share
options as at 1 January 2018 to 59,666,666 share options as at 31 December
2018. Details of the share option scheme of the Company are set out in note
28 to the consolidated financial statements. Save as disclosed, there was no
options granted under the Scheme during the year.

DIRECTORS’ INTERESTS IN COMPETING BUSINESS

None of the directors have any interest in competing business to the Group.

DIRECTORS REPORT #& % & #f &

EEZREEHN
BRAREERTAFAG L EREE:
BB AR BT AT AR AT AR—FR
#2 A T SRR B B O 2 B (EBR 9D 2 R
BEK-

BEEEHK

REERN NRABLEREREBHEME
BEB BB RITHR IR LS AF B ERE
#e

B AR AR B
ARBRIRZE—ARFLAZTLBHEMH—IE
FRERESE R R"E+ A=+
B - 48 $£145,500,00017 ## A% # B 1% & 120,128
TZITEBERTFARRIEE EEREET
RAB o F1A - 423333340 EEARIES K30 14
KITE 2 EBRERBE —T— \E—A—H
#9102,000000(0 P ER=ZE—\F+=A
=+ —H 25966666610 ° B BB A 7 fE i 7
FTEIZ FHIBHT R RS B = T 5228 o BR
EEZEEIN FRRERET SR L RE
fig 1

EEZHEREES
BEEERAARENART 2 EBRES
A i 3 o

CHINA EVER GRAND FINANCIAL LEASING GROUP €O, LTD. Annual Report 2018

55



,'h A jlﬂ
.

DIRECTORS REPORT % 3 & #f &

DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND EERFTETHAERKKE -
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND BRAREREREP I EERAA
DEBENTURES

At 31 December 2018, the following directors and chief executive of R-ZT—N\F+-A=+—B KARAF T
the Company have the following interests and short positions in shares, EFREEITHA BRAR B EMIEH

underlying shares and debentures of the Company or any associated (FERBFLEGRPIEXVEL) 2 B in -
corporations (within the meaning of Part XV of the SFO) as recorded in the ~ 1BEEIR Y REH#ZE S HEBERBEESRPE
register required to be kept under section 352 of the SFO or as otherwise 16 E35214 78 & 78 70 5% i P i & FC it 2 48

=t notified to the Company and the Stock Exchange pursuant to Divisions 7 and & MUK B » SURIRRE 75 S B & 1571 EXVED 5
8 of Part XV of the SFO and the Model Code: 7585 BB SR B AESF 2B ST A AR A &) K B

RF 2 FORR AT

Long and short positions in the ordinary shares/underlying shares of the ~ RARAIEBAL MR MN 2 FE AR :

Company:
Number of share/underlying shares held
BERS/EERHHE
(Note 2)
Number of
underlying
shares held Long(L) or
Personal Corporate  under equity Short(S)  Percentage of
interests interests derivatives Total interests Position interests
(H:#2)
BERE
fT£IR
HERE HEWL
Directors/chief executive EE/IETHAE BAER ARER RAEA HRER FHXRG) EZEIH
Wong Lik Ping IH¥ 466,000,000 1,455,000,000 1,921,000,000 S 16.12%
(Note 1)
(Hiz#1)
Yeung Sau Han Agnes (Notes 3) 1351 (#1##3) 27,250,000 - 27,250,000 L 023%
Qiao Weibing BHE 6,666,667 6,666,667 L 0.06%
Lai Ka Fai RE=E 2666667 2,666,667 L 0.02%
TaoKe ) 2,000,000 2,000,000 L 0.02%
Goh Choo Hwee RER 1333333 1333333 L 0.01%
Ho Hin Yip EEIES 1333333 1333333 L 001%
UKeng Tin RER 1333333 1333333 L 001%
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Notes:

1. These interests are held by Worldkin Development Limited (“Worldkin”) which
is wholly-owned by Mr. Wong Lik Ping. Mr. Wong is therefore deemed to be
interested in the shares held by Worldkin. The interests held by Worldkin are
disclosed under the section headed “SUBSTANTIAL SHAREHOLDERS" below.

2. These interests represented the interests in underlying shares in respect of the
share options granted by the Company to the directors/chief executive. Details
of which are set out in note 28 to the consolidated financial statements.

3. Ms. Yeung Sau Han Agnes resigned as non-executive director of the Company
on 3 August 2018.

Save as disclosed above, none of the directors, chief executive and their
associated had any interests or short position in the shares, underlying shares
or debentures of the Company or any of its associated corporations, within
the meaning of Part XV of the SFO, as recorded in the register kept by the
Company under Section 352 of the SFO, or as otherwise notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of
the SFO and the Model Code.

DIRECTORS’ AND CHIEF EXECUTIVE'S RIGHTS TO ACQUIRE
SHARES OR DEBENTURES

The directors and chief executive have been granted unlisted options under
the Company’s share option scheme, details of which are set out in note 28
to the consolidated financial statements.

Save as disclosed above, as at 31 December 2018, the directors, chief
executive of the Company nor their associates had or was deemed to
have any long positions or short position in the shares, underlying shares
or debentures of the Company and its associated corporations (within the
meaning of Part XV of the SFO), which has been recorded in the register
maintained by the Company pursuant to section 352 of the SFO or which
has been notified to the Company and the Stock Exchange pursuant to the
Model Code of the Listing Rules.
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SUBSTANTIAL SHAREHOLDERS FERR

As at 31 December 2018, in accordance with the register of the substantial R Z=Z—N\F+_A=+—HB RIEEXQF
shareholders kept by the Company under Section 336 of the SFO, or to be  EIREF LI IEPIFE36GFE 2 E2RR
disclosed under the provisions of Divisions 2 and 3 of Part XV of the SFO Bl SR IRE 75 M A E (P S XvE 522 1
and the Listing Rules, the following persons were interest (including short 373 &80 &% EMRAIREAETHEL - AT AL

positions) in the shares or underlying shares of the Company. RARRRDFBERDPHEEER (B
R e
- Interest in the ordinary shares/underlying shares of the Company: RAARE B, FBRARGD 2 8%
Number of
Shares/ Long(L) or
underlying Short(S) Percentage
Notes Shares held positions holding
BER®B, HRIL)
Name of Shareholders BRREE Wz HEROHE HKE(S) BEREAL
Worldkin Development Limited HEERER AR 1,455,000,000 S 12.21%
Mr. Wong Lik Ping FTH¥ERE ] 1,921,000,000 S 16.12%
Funde Sino Life Insurance Co. Ltd. EEEBASRBRA
BRAR 3,574,430,000 L 29.99%
Active Way International Limited 15 g B R B IR A A 283 1,921,000,000 L 16.12%
FDG Kinetic Investment (BVI) Limited ~ FDG Kinetic Investment (BVI)
Limited 3 1,921,000,000 L 16.12%
FDG Kinetic Limited hEFHHNERLDA 3 1,921,000,000 L 16.12%
Sinopoly Strategic Investment Limited AP B RIEHEHR A A 3 1,921,000,000 L 16.12%
FDG Electric Vehicles Limited TREHHE (5H)
BR AT 3 1,921,000,000 L 16.12%
Mr. Xu Yufeng HERERE 800,000,000 L 6.71%
Mr. Li Bensheng ZRBEE 600,000,000 L 5.03%
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Notes:

1. Mr. Wong Lik Ping holds entire equity interest of Worldkin Development Limited
("Worldkin") and is accordingly deemed to have interest in 1,455,000,000 shares
of the Company that Worldkin has interests in. Mr. Wong personally owns
466,000,000 shares of the Company.

2. Active Way International Limited has security interests in 1,921,000,000 shares.

3. Active Way International Limited is a wholly owned subsidiary of FDG Kinetic
Investment (BVI) Limited, which in turn is wholly owned by FDG Kinetic Limited,
which in turn owned as to 67.19% by Sinopoly Strategic Investment Limited,
which in turn is a wholly owned subsidiary of FDG Electric Vehicles Limited.
Accordingly, FDG Electric Vehicles Limited is deemed to have interests in
1,921,000,000 shares held by Active Way International Limited.

Save as disclosed above, no other parties were recorded in the register
required to be kept under Section 336 of the SFO as having an interest or
a short position in the shares or underlying shares of the Company as at 31
December 2018.

CORPORATE GOVERNANCE

The Company is committed to maintain a high standard of corporate
governance practices. Information on the corporate governance practices
adopted by the Company is set out in the Corporate Governance Report on
pages 37 to 48 of this annual report.

PERMITTED INDEMNITY PROVISION

A permitted indemnity provision (as defined in section 467 of the Companies
Ordinance (Chapter 622 of the Laws of Hong Kong)) for the benefit of the
directors of the Group is currently in force and was in force during the
year. The Company has taken out insurance against the liabilities and costs
associated with proceedings which may be brought against directors of the
Group.
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PUBLIC FLOAT

Based on information that is publicly available to the Company and within
the knowledge of the directors, the Company has maintained the amount of
public float as approved by the Hong Kong Stock Exchange and as permitted
under the Listing Rules as at the date of this report.

CLOSURE OF REGISTER OF MEMBERS

For the purposes of ascertaining shareholders’ entitlement to attend and
vote at the coming annual general meeting, the register of members of
the Company will be closed from 31 May 2019 to 5 June 2019 (both days
inclusive), during such period no transfer of shares in the Company will
be effected. In order to qualify for entitlement to attend and vote at the
forthcoming annual general meeting, all transfer forms accompanied by
the relevant share certificates must be lodged with the Company Hong
Kong Branch Share Registrar, Tricor Secretaries Limited, at Level 22, Hopewell
Centre, 183 Queen'’s Road East, Hong Kong, for registration not later than 4:30
p.m., 30 May 2019.

AUDITOR

The consolidated financial statements for the years ended 31 December
2016 and 2017 were audited by Messrs. Deloitte Touche Tohmatsu. The
consolidated financial statements for the year ended 31 December 2018
were audited by Messrs. BDO Limited ("BDO”).

A resolution to re-appoint BDO as auditor of the Company will be proposed
at the forthcoming annual general meeting.

On behalf of the Board
Wong Lik Ping

Chairman

Hong Kong, 26 March 2019
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INDEPENDENTAUDITORS REPORT

Tel : +852 2218 8288
Fax: +852 2815 2239
www.bdo.com.hk

|IBDO

EEE : +852 2218 8288
{5E : +852 2815 2239
www.bdo.com.hk

TO THE MEMBERS OF CHINA EVER GRAND FINANCIAL LEASING
GROUP CO., LTD.

(TEEEmEHESRERRAA)

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of China Ever
Grand Financial Leasing Group Co,, Ltd. (the “Company”) and its subsidiaries
(collectively referred to as the “Group”) set out on pages 71 to 230, which
comprise the consolidated statement of financial position as at 31 December
2018, and the consolidated statement of profit or loss, consolidated
statement of profit or loss and other comprehensive income, consolidated
statement of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial statements,
including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and fair view
of the consolidated financial position of the Group as at 31 December 2018,
and of its consolidated financial performance and its consolidated cash flows
for the year then ended in accordance with Hong Kong Financial Reporting
Standards ("HKFRSs") issued by the Hong Kong Institute of Certified Public
Accountants (“‘HKICPA") and have been properly prepared in compliance with
the disclosure requirements of the Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

Impairment of finance lease receivables

(Refer to Note 18 to the consolidated financial statements)

As at 31 December 2018, the Group had finance lease receivables of
approximately HK$849.5 million, and impairment of approximately HKS$1.5
million has been made over the balance for the year then ended. It
represents 45% of total assets of the Group.

Loss allowances for finance lease receivables are based on management’s
estimate of the lifetime expected credit losses to be incurred, which is
estimated by taking into account the credit loss experience, past collection
history, subsequent settlement of each finance lease customer, and also
relevant deposits received, pledge of leased assets and guarantees and an
assessment of both the current and forecast general economic conditions, all
of which involve a significant degree of management judgement.

We identified the impairment of finance lease receivables as a key audit
matter due to its significance to the consolidated financial statements,
and the assessment of the recoverability of finance lease receivables
and recognition of loss allowance are inherently subjective and requires
significant management judgement, which increases the risk of error or
potential management bias.
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KEY AUDIT MATTERS (Continued)
Impairment of finance lease receivables (Continued)

Our responses:

Understanding management’s assessment of the credit risk of entering
into the finance lease contracts with its customers and how the
management evaluates the recoverability of finance lease receivables;

Reviewing agreements of finance lease receivables, on a sample
basis, to understand relevant terms such as settlement terms and the
existence of pledged assets and guarantees;

Assessing the reasonableness of the management's loss allowance
estimates by examining the information used by management to
form such judgements, including testing the accuracy of the historical
default data, evaluating whether the historical rates are appropriately
adjusted based on current economic conditions and forward-looking
information; and

Tracing the settlement records and subsequent settlement to bank
receipts, on a sample basis.
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KEY AUDIT MATTERS (Continued)
Valuation of goodwill

(Refer to Note 14 to the consolidated financial statements)

As at 31 December 2018, the carrying amount of goodwill is HK$9,373,000.
During the year ended 31 December 2018, impairment loss on goodwill of
HK$63,000,000 has been recognised to profit or loss. Where the actual future
cash flows are less than expected, or change in facts and circumstances
which results in downward revision of future cash flows, further impairment
loss may arise.

We identified the valuation of goodwill as a key audit matter due to its
complexity and judgement exercised by the management. In determining
whether goodwill is impaired requires an estimation of the recoverable
amounts of the cash-generating units (“CGUs") to which goodwill has been
allocated, the Group engages an independent professional valuer (the
“Valuer”) to perform such valuation. The valuation is determined based on
the cash flow projection for the CGUs discounted to their present values and
it requires the use of key assumptions, including the discount rate, terminal
growth rate, budgeted sales and gross margin, taking into account the
financial budgets approved by the directors based on the management’s
experience from the financial leasing business, and also the management's
expectations for the market development.

Our responses:

Understanding the Group's estimation of the amounts of the CGUs,
including the valuation model adopted, key assumptions used and the
involvement of the Valuer appointed by the Group;

Evaluating the appropriateness of the valuation model adopted and
discount rate used;

Evaluating the reasonableness of the budgeted revenue and gross
margin, and terminal growth rate by considering the approved
financial budgets and the available industry and market data; and

Comparing financial budgets used in the calculation of value in

use with actual results of the Group for the annual assessment of
impairment as at 31 December 2018.
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KEY AUDIT MATTERS (Continuea)

Loss on disposal of partial interest in a joint venture and the grant of
the call option

(Refer to Note 35(a) to the consolidated financial statements)

On 15 May 2018, the Group entered into a sales and purchase agreement
with the joint venture partner of Rizhao Lanshan Wansheng Harbour
Company Limited (‘Rizhao Lanshan”) (the “Purchaser”) to dispose of 25%
equity interests in Rizhao Lanshan at a consideration of RMB294 million
(equivalent to approximately HK$338 million). On the same date, the Group
also entered into a Call Option Undertaking to grant the Call Option to
the Purchaser, pursuant to which the Purchaser is entitled to acquire the
remaining 25% equity interest in Rizhao Lanshan at a consideration of
RMB294 million (equivalent to approximately HK$338 million). Pursuant to
the Call Option Undertaking, the Call Option is exercisable by the Purchaser
at its discretion during the period from 1 January 2020 up to 30 June 2020
(both dates inclusive). The transaction was completed on 31 August 2018
and Rizhao Lanshan ceased to be a joint venture of the Group and then
become an associate of the Group.

The Group recorded a loss on disposal of partial interest in a joint venture
and the grant of the call option amounting to HK$219 million in the
consolidated statement of profit or loss for the year ended 31 December
2018 and recognised the 25% retained interest in Rizhao Lanshan as interest
in an associate and the call option at their fair values in the consolidated
financial statements for the year ended 31 December 2018.

We identified this area as a key audit matter due to the financial significance
of the loss on disposal of partial interest in the joint venture and the grant of
the call option to the consolidated result of the Group for the year ended 31
December 2018 and the disposal that involves management’s judgements
in determining the fair values of the 25% retained interests in the associate
and the call option. The fair values of the 25% retained interest in the
associate and the call option are determined based on the business valuation
performed by an independent professional valuer (the “Valuer”).
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. KEY AUDIT MATTERS (Continued)

Loss on disposal of partial interest in a joint venture and the grant of
the call option (Continuea)

Our responses:

Reviewing the terms stated in the sales and purchase agreement
and the Call Option Undertaking and evaluating management’s
accounting treatment over the disposal;

Assessing the competence, capabilities and objectivity of the Valuer;

Assessing the appropriateness of the valuation methodology with
reference to market practice;

Assessing the reasonableness of the significant inputs used in the
business valuation of Rizhao Lanshan performed by the Valuer; and

Checking the mathematical accuracy of loss on disposal of partial
interest in a joint venture and the grant of the call option.

OTHER INFORMATION

The directors of the Company are responsible for the other information. The
other information comprises the information included in the annual report,
but does not include the consolidated financial statements and our auditor’s
report thereon. Prior to the date of this auditor's report, we have obtained
Management Discussion and Analysis but have not obtained the remaining
other information included in the annual report (the “Remaining Other
Information”), which is expected to be made available to us after that date.

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

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.

When we read the Remaining Other Information, if we conclude there is a
material misstatement therein, we are required to communicate that matter
to the directors and take appropriate action considering our legal rights and
obligations.

RESPONSIBILITIES OF DIRECTORS AND THOSE CHARGED
WITH GOVERNANCE FOR THE CONSOLIDATED FINANCIAL
STATEMENTS

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

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

Those charged with governance are responsible for overseeing the Group's
financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

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

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

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

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

BDO Limited

Certified Public Accountants

Ng Wai Man

Practising Certificate no. P05309

Hong Kong, 26 March 2019
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Consolidated Statement of Profit or Loss

For the year ended 31 December 2018 #lZE —F—/\E+_-A=1—HIF&E

2018 2017
—E-N\F —E—tF
NOTES HK$'000 HKS'000
Bt FET FHET
Continuing operations BESEER
Revenue WA 5 90,523 198,134
Cost of services AR B A (66,815) (166,866)
Gross profit E 23,708 31,268
Other income HAb YA 7 11,850 20,763
Other gains and losses Hias R EsE 7 (67,674) (26,885)
Administrative expenses TR (91,124) (66,081)
Impairment loss on goodwill FEREEBE 14 (63,000) (31,000)
Loss on disposal of partial interest in HE-—REERE
ajoint venture and the grant of HoEmRkR D RERE
the call option 18 35(@) (218,793) -
Share of result of an associate PE—RKBENRIEEA 10,499 -
Share of result of a joint venture PE-—REELEEE 37,554 43,508
Other expenses HmAx (2,646) (1,203)
Loss before taxation from RERBELEEK 2
continuing operations BRI AIEE (359,626) (29,630)
Income tax expense Fris iz i (13,468) (6,059)
Loss for the year from RERBEREEB 2
continuing operations KEEEE 10 (373,094) (35,689)
Discontinued operation ERIEREER
Loss for the year from REBRILEEER
discontinued operation AFEEHE - (114)
Loss for the year REEEBRE (373,094) (35,803)
Loss for the year attributable to: REFE THIFIEELEE:
Owners of the Company EN/NCIEZ 2SN (372,098) (42,654)
Non-controlling interests FEVERR AR SR M 2 (996) 6,851
(373,094) (35,803)
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2018 2017
—E-N\F | ZZET—+F
NOTES HK$'000 HKS'000
B & FET FET
Loss per share (HK cent) BiEE OB 11
From continuing and discontinued RERERBRIEEEER
- Operations
Basic R (3.12) (0.36)
Diluted e (3.12) (0.36)
From continuing operations REFEEEED
Basic R (3.12) (0.36)
Diluted e




Consolidated Statement of Profit or Lossand Other Comprehensive Income
o fm RHAEMEEHKAF

For the year ended 31 December 2018 #lZE —F—/\E+_-A=1—HIF&E

2018 2017
—E-N\F | ZE—+tF
HK$'000 HK$'000
FET FHET
Loss for the year KEEEE (373,094) (35,803)
Other comprehensive (expense) income HihZ2mE (B WA
Item that will not be reclassified to profit or loss: N & B HBEBF 2 ER :
Exchange difference arising on translationto A E 2R EMFIEA 2 [EH Z 58
presentation currency (55,461) 71,640
Net fair value change on equity investments BEAFEEAEMEEBATIEREL
at fair value through other comprehensive BAKE 2 AT EZEFE
income 852 -
Items that may be subsequently reclassified to ~ FEf& Al EF D EEBm < HE ¢
profit or loss:
Reclassification adjustments relating to disposal F RN 7A B &GN £ 2
of foreign operation during the year ENBRAE - 114
Net fair value loss on available-for-sale FRAHEHEREZ
investments during the year N EEEFE - (932)
- (818)
Other comprehensive (expense) AEEHMEE (FAX)
income for the year, net of income tax WA (IR FTISHRL) (54,609) 70,822
Total comprehensive (expense) RNEEE2E(FAX)
income for the year L ON-E-E (427,703) 35019
Total comprehensive (expense) REETIEIEEERZE
income for the year attributable to: (A WAL
Owners of the Company VIN/NECTEZ SN (419,522) 17,245
Non-controlling interests FEVEAR AR SR M 25 (8,181) 17,774
(427,703) 35,019




.‘-. sollda ted Statement of Financial Position
= Aaga‘ ik UL 7%

&\ ecember2078 REZFE-NF+=ZA=+—H

/_..

2018 2017
—E-N\F —tF
NOTES HK$'000 HKS'000
hy=a FH&xT FHT
~ Non-current assets FREBEE
Property, plant and equipment Yz B MR 13 30,338 26,157
Goodwill EES 14 9,373 72,373
Interest in a joint venture R—REEE R 15 - 831,236
Interest in an associate R—KEE AR 2R 16 315,705 -
Available-for-sale investments AEHERE 17 = 77,096
Equity investments at fair value through 12 A F{EBBEAM
other comprehensive income ZEB AT
ZRAEKE 17 35,174 -
Finance lease receivables BhE & UG 18 422,157 602,643
Loan receivables FEWE K 19 17,076 24,014
Restricted bank deposits SIRAFIRITER 22 19,865 21,505
Service income receivables and FEU R WA RIZ®
deposits 20 11,384 12,693
861,072 1,667,717
Current assets nEBEE
Inventory 5E 88 -
Finance lease receivables A& HH & UG 18 427,304 478,037
Loan receivables JEWE K 19 150,365 101,022
Contract assets AHEE 20 3,320 -
Service income receivables, e U AR T A ~ ELAth FE U K -
other receivables, deposits and e RIEFHIE
prepayments 20 33,278 56,851
Held for trading investments BIEEBCIRE 21 = 40,628
Financial assets at fair value BEATEEBRERYE
through profit or loss CREE 21 58,434 -
Deposit placed with non-bank TR IERITE B 2
finandial institutions T 22 82,891 143,288
Restricted bank deposits ZRHIRITIF K 22 = 40,167
Cash and cash equivalents RekBeFEY 22 262,123 56,879
1,017,803 916,872




Consolidated Statement of Financial Position %: 4 M # it L #
At 31 December 2018 R—ZFE—E+-A=+—H

2018 2017
—E-N\F | ZZET—+F
NOTES HK$'000 HKS'000
Bt FET FHET
Current liabilities REBAE
Service cost payables, other payables FEA RIS A A « Ho At FE (- 3R
and accruals N ER 23 27,232 64,186
Deposits received from customers BWEFES 18 512 35,094
Financial liability at fair value through BRATEERBERYIRZ
profit or loss cREE 25 27,322 -
Tax payable FERT TR IR 13,181 17,055
Borrowings & 24 428,570 472,795
496,817 589,130
Net current assets RBEEFE 520,986 327,742
Total assets less current liabilities BEERARBERS 1,382,058 1,995,459
Capital and reserves EAXR#E
Share capital &N 26 119,192 119,192
Reserves ] 668,745 1,085,255
Equity attributable to owners of the RARHEAR AEIEER
Company 787,937 1,204,447
Non-controlling interests PSR 139,764 149,961
Total equity mER 927,701 1,354,408
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2018 2017
—E-N\F | ZZET—+F
NOTES HK$'000 HKS'000
hy=a FHET FHET

Non-current liabilities kRBERE
Deposits received from customers BWEFES 18 24,682 25912
~ Borrowings (=N 24 421,644 597,466
Deferred tax liabilities BRERIEAE 27 8,031 17,673
454,357 641,051
1,382,058 1,995,459

Approved by the Board of Directors on 26 March 2019 and are signedonits MR- E—AF=ZA -+ ~HEEZZ=git

behalf by: B WHATEEREESE:
WONG LIK PING LAI KA FAI
EFhHFE REE
Director Director

EF EF



Consolidated Statement of Changes in Equity
GoWHm 2k

For the year ended 31 December 2018 #lZE —F—/\E+_-A=1—HIF&E

Attributable to owners of the Company

FRAREAER
Share  Investment Non-
Share Share Special  Translation options revaluation  Statutory Accumulated controlling
capital  premium reserve reserve reserve reserve reserve losses  Subtotal interests Total
BRE REER FER

Bx  B#EE  HARE EXEH B BE iEEE  ZHER Mt RREE @it
HRSODD  HKSOOD  HKSODD  HKSO00  HKSODD  HKSOD  HKSOOD  HKOOMD  HKSDOD  HKSODD  HKSO00
TEn T TEn  TETL  TEn  TRR  TEr  TER  TER  TERL  TER

(Notea) (Noteb)
(Hta) (GED)
At 1 January 2017 RZF-tE-F-A 119192 1520921 (45,781) (60,746) 1982 - 4811 (353177 1187202 152,695 1339897
Profitfor the year TEFRT - - - - - - - (6 (4265 6851 35803)
Other comprehensive TERARRE
(expense) income (R MA
forthe year - - - 60831 - (932) - - 59899 1093 70822
Total comprehensive TER2AE(FR)
(expense) income WS
for the year - - - 60831 - (932) - (42,654) 17245 17774 35019
Recognition of equityettled BEFBRRIERE BRI A
share-based payments 23 - - - - 501) - - 501 - - -
Acquistion of subsiciaries  EEMB A A - - - - - - 1586 (1,58) - - -
Disposal of asubsidlary ~~ HEHEAR) - - 45781 - - - - (sm) - - -
Transfer o statutory EETETRRER
surplus reserve - - - - - - - - - (20508) (20508)

At31 December 2017 RZE-t&

t-A=t-H 19192 15001 - 8 1481 93) 6397 (42607 1204447 149961 1354408
Changein accounting policy €7 BRR &8
(Note 22) (M) - - - - - 394 - 93) 30 2849 5861

Total equityat 1 January 018 R=F—/\E—A—A

(Restated) s (85) 119192 1520921 - 85 1,481 3012 6397  (443629) 1207459 152810 1,360,269
Lossfor the year TEREE - - - - - - - (372,008)  (372,098) (99)  (373,094)
Other comprehensive TEFAMZERA

income (expense) (Bx)

for the year - - - 4n862) - 438 - - nAd4) (7185)  (54609)

Total comprehensive income AEE2EMRA
fpense)fortheyear (%) 8% - - - (47862)
Share options lapsed BRELH - = = =
Transfer to accumulatedloss HEAEBEHS
upon disposal of partel ~ BEEEAZ
interestinjointventue  REEE - - - hs - - - (s449) - - -
Dividend paid to non- A-ZHBADEER
controing shareholderof ~ RETHRE
asubsidiary - - - = = = = - - (4865)  (4865)

= 438 - (372098  (419522)  (881)  (427,703)
(345) - - 345 o -

At31 December 2018 RZE-N\E
t-f=1-H 119192 1520921 - (53 1136 3,450 6397  (857831) 787937 139764 927,701
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(@)  Special reserve represented the difference between the nominal amount of

the share capital issued by PME International (BVl) Company Limited, the then
holding company of the Group, and the aggregate of the nominal amount of
the issued share capital and other reserves accounts of the subsidiaries which
were acquired by PME International (BVl) Company Limited pursuant to the
group reorganisation carried out in 1997. As relevant subsidiaries had been
disposed of during the year, the amount was transferred to accumulated losses.

As stipulated by the relevant laws and regulations of the People’s Republic of
China (“PRC"), before distribution of the net profit each year, the subsidiaries
established in the PRC shall set aside 10% of their net profit after taxation to the
statutory reserve (except where the reserve has reached 50% of the subsidiaries’
registered capital). The reserve fund can only be used, upon approval by the
directors of the relevant subsidiaries and by the relevant authority, to offset
accumulated losses or increase capital.

(b)

FE B # T FEPME International (BVI) Company
Limited (REBEE R 2 2R A F) 2 B 81T
fi% 75 T B £2PME International (BVI) Company
LimitediR & — NN+ & 2 kB S Tl E I 8
AR BETRAEEREMFERREERE
M ZfE - -mRERNBARERFALE -
CHEEBERNEBR

ZIEREARKME ([HE])WERERE
BIRTE  EEE IR A - 7 BIACSZ Ay it
&8 > R 7R 7 H BR B4R AT A1) 6910% 2 0K 7 i 18
(MR E P B A A RE M A AN50%E FR A1) ©
ZERECEEREENBEARNESERE
FE B fR T A AIEEE R ERERE M



Consolidated Statement of Cash Flows
GRB ek E#K

For the year ended 31 December 2018 #lZE —F—/\E+_-A=1—HIF&E

2018 2017
—E-N\F | ZE—+tF
HK$'000 HKS'000
FET FHET
OPERATING ACTIVITIES REES
Loss before taxation BRELAIEE (359,626) (29,744)
Adjustments for: EH TR
Finance costs B 7% X AR 49,494 47,017
Depreciation of property, plant M- BERREBZTE
and equipment 1,824 1,787
Change in fair value of financial assets at BRATFERBEFEIIERZ
fair value through profit or loss/held for CREE/RBIFEEZ
trading investments "E 2 AT EEE) 46,368 26,585
Share of result of a joint venture N —REEDEEE (37,554) (43,508)
Share of result of an associate D —RKEE DB EE (10,499) -
Impairment loss on goodwiill HERESE 63,000 31,000
Loss on disposal of property, plant HEWE  BE REE 2 EE
and equipment - 132
(Gain) loss on disposal of subsidiaries HEWMEB AR (M) BB (10,194) 14
Loss on disposal of partial interest in a joint HE—REELETIERER
venture and the grant of the call option RHREE BB 218,793 -
Fair value change on financial liability BRATFERBEREIIERZ
at fair value through profit or loss EMBECATEEE (4,848) -
Impairment loss on finance lease receivables @& & & I FORE &5 18 1,553 -
Impairment loss on loan receivables W EFREEE 29,948 -
Impairment loss on other receivables Efh W ORI EEE 800 =
Finance lease interest income EERERN B WA (54,609) (63,624)
Interest income B WA (14,952) (12,642)
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Statement of Cash Flows % & 3 & i & %
N A — B

2018 2017
—E-N\F —tF
HK$'000 HKS'000
FH&xT FHT
Operating cash flows before movements in LEECEHRIICLERENE
- working capital (80,502) (42,383)
Increase in inventories FEEN (88) -
Decrease (increase) in contract assets, service & &) & & « BB RIS UL A
income receivables, other receivables, E W e RIBNRIEA
deposits and prepayments (3% H0) & 25,292 (30,942)
Decrease in service cost payables, other FERT BRSPS - B FE A 5R IR FE & T
payables and accruals BRI (37,123) (5,464)
Decrease in deposits received from customers BB FIE &R (35,812) (39,398)
(Increase) decrease in financial assets at fair BATEEBRERIEY
value through profit or loss/held for trading CREE/FEEERE
investments (350 ) ik > (13,544) 46,480
Increase in finance lease receivables BhE 1 & e R N (372,225) (830,188)
Decrease (increase) in deposits placed with T?E&EAé B T R
financial institutions > (3Ehn) 53,781 (125,525)
Cash used in operations KEFACRS (460,221) (1,027,920)
Income tax paid BAATSH (16,790) (17,558)
Finance lease interest income received BlEmERER S WA 54,609 63,136
Interest paid EFE (49,494) (46,598)
NET CASH USED IN OPERATING ACTIVITIES & EEFFAZRSFE (471,896) (1,028,940)




Consolidated Statement of Cash Flows % & 5 € i 8 %
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

2018 2017
—E-N\F | ZE—+tF
NOTES HK$'000 HKS'000
Bt FET FHET
INVESTING ACTIVITIES REED
Disposal of subsidiaries & BB A A - 7,970
Investment in equity investments at fair ~ AR AFEFEBEM 2 E
value through other comprehensive AT 2 RAEE
income/available-for-sale investments ARPEREZRE (5,692) (54,014)
Proceeds from the partial disposal HHohE—REEDLER
of ajoint venture and the grant RS ER TS SRE
of the call option 35(a) 337,849 -
Addition of loan receivables FEU S FRIE AN (125,327) (69,722)
Repayment from loan receivables BEEKENR 50,027 17,361
Withdrawal of restricted bank deposits ~ HEEUSBR #l| SR 1T 1E X 38,607 55443
Placement of restricted bank deposits FHZRHIRITFER - (3559)
Purchases of property, BEWE WENREHE
plant and equipment (6,088) (17)
Deposits paid for acquisition of property, &1 U EE ¥ % B M
plant and equipment Bl tiren - (686)
Proceeds from disposal of property, HEME  BE KRB
plant and equipment Frig kI8 63 =
Interest received 2R & 10,422 10,638
NET CASH GENERATED FROM (USED R¥EEENFT{S (FTA) B8
IN)INVESTING ACTIVITIES 299,861 (36,586)
FINANCING ACTIVITIES RMEER
Proceeds from borrowings BRZ 1S IE 33 381,364 1,061,419
Dividend paid to non-controlling EN—RMBAF
shareholder of a subsidiary FEFE IR AR R AR B (4,865) (20,508)
NET CASH GENERATED FROM METHAERSFHE
FINANCING ACTIVITIES 376,499 1,040,911
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Statement of Cash Flows % & ¥ £ I & %

y rended3lDecember2078 BE2—F—)\F+—A=+—HIFEF

2018 2017
—E-N\E§ —tF
NOTES HK$'000 HK$'000
B 5 FHET FHET
NET INCREASE (DECREASE) INCASH HRERBEEZEY
AND CASH EQUIVALENTS B ORA) BEE 204,464 (24,615)
CASH AND CASH EQUIVALENTS AT FEURERELSEEY
BEGINNING OF THE YEAR 56,879 81,236
EFFECT OF FOREIGN EXCHANGE HNEERESH
RATE CHANGES 780 258
CASH AND CASH EQUIVALENTS AT FRESCRESESEY
END OF THE YEAR, 262,123 56,879
Represented by: K&
Bank balances and cash RITER LIRS 192,388 56,379
Highly-liquid investments RS E 69,735 -
262,123 56,879




Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018 #lZE —F—/\E+_-A=1—HIF&E

GENERAL INFORMATION

China Ever Grand Financial Leasing Group Co, Ltd. (the “Company”)
is a public limited company incorporated in Cayman Islands as an
exempted company with limited liability and its shares are listed on
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”). The
addresses of the registered office and principal place of business of
the Company are disclosed in the corporate information section to the
annual report.

The principal activities of the Company and its subsidiaries (collectively
referred to as the “Group”) are provision of finance lease and related
consulting services in the PRC, the trading of equity securities,
investment in property, investment in terminal and logistics services
business, investment holding, investment in food additives business
and money lending business. The Group was also engaged in the
manufacture and trading of polishing materials and equipment which
was discontinued in prior year.

The functional currency of the Company is Renminbi ("RMB"). The
consolidated financial statements are presented in Hong Kong
dollars ("HKS") as the directors consider that it is a more appropriate
presentation for a company listed on the Stock Exchange and for the
convenience of the shareholders.
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PEERRAREEEARA A
(IART)) A—REMAR REE
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AN —HRE-

AR REWMBRR (5B RE
B 2 FREHRETEIRERER
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MERE REBERDTRE %
B REER RERMNNEER
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" 2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. HHEAMBHREENN ([F
- STANDARDS (“HKFRSs”) BB HREER])
(a) Adoption of new/revised HKFRSs — effective 1 January (@) BRANETET RAEET BB
2018 BRELEN-R=F-N\
F—A—HEN

Annual Improvements to Amendments to HKFRS 1, First-time adoption of ERHBREEN FRARBRSENZ R
HKFRSs 2014-2016 Cycle Hong Kong Financial Reporting Standards —2-mEz BARBERNBRE
SIS L v )
LEENE
Annual Improvements to Amendments to HKAS 28, Investments in EANBREEN BASHENEBTNYE
HKFRSs 2014-2016 Cycle Associates and Joint Ventures —2-mER RANRERRZREL
ZENEEE B
LEENE
Amendments to HKFRS 2 Classification and Measurement of BREHBREEN DRHRERIAFRELZ
Share-based Payment Transactions iz AERTE
HKFRS 9 Financial Instruments ERRBHEEN SHIA
E
HKFRS 15 Revenue from Contracts with Customers ERHBREEN TPAANA
£15%
Amendments to Revenue from Contracts with Customers ARHBREEN EPANNA (HEEHE
HKFRS 15 (Clarifications to HKFRS 15) EALyivAH BERAFISHIEE)
Amendments to Transfers of Investment Property ERgHEN RENERNEY
HKAS 40 ELE A H)
HK(IFRIC)-Int 22 Foreign Currency Transactions and Advance &F (ARUBEE MERHRBARE
Consideration 2BZEE)
~REENT
Other than as explained below regarding the impact of HKFRS BT X Pt BBV BERE%E
9 and HKFRS 15, the adoption of the above new and revised RIS R B A IS RS ERIFE
standards has had no significant financial effect on these 155RE B AN - RN BT 5T e
financial statements. KAS RTAE RN 0 5 i s o0 B 75 R

REREAERTE -
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ADOPTION OF HONG KONG FINANCIAL REPORTING 2. BMEBRMEBREERN (&
STANDARDS (“HKFRSs”) (continued) BUMBEREER]) &)
(a) Adoption of new/revised HKFRSs — effective 1 January (@) BRENHTET SR BB
2018 (Continued) BHREEZEN -R=ZF—N
F—A—B&EXRE)
A HKFRS 9 - Financial Instruments A BEUBHEERAE
#—-E2@MT A
() Classification and measurement of financial instruments () SBMIEZHBERE
Finance lease receivables arising from leases are initially HEES 7 EMERIGE X
measured in accordance with HKAS 17 Leases. REEEGERIE175REER
'y
HKFRS 9 replaces HKAS 39 Financial Instruments: Recognition BEMBHREEAFESTR T
and Measurement for annual periods beginning on or after —N\F—A—BmlzEFRRNF
1 January 2018, bringing together all three aspects of the E MR BB G HERIFE395
accounting for financial instruments: (1) classification and cRIA BREINE 02
measurement; (2) impairment and (3) hedge accounting. BTASRESH=(E7H:
The adoption of HKFRS 9 from 1 January 2018 has resulted A EERET S QRERG)E
in changes in accounting policies of the Group and change BHEE BT N\F—A—
in classification of certain financial assets in the consolidated AR BB mELERF
financial statements. FEEHAEEGBORLIRE

BREAMBBRRAETERE
EznBLRES-
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Classification and measurement of financial instruments

(Continued)

The following tables summarised the impact, net of tax, of
transition to HKFRS 9 on the opening balance of reserves,
accumulated losses and NCI as of 1 January 2018 as follows

(increase/(decrease)):

Notes to the Consohdated Financial Statements %45 & M 5% 8 % W it
For the y arendedj'IDecemberZOlB B2 —F— )\ F+A=+—HIFEF

) ZMITEZHBER

TREULBEEE BUSREE
—=—)\F—f
CRZEMRARS LR

AIFSR B E

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. -r',. % : iﬁ EEJ (r&
STANDARDS (“HKFRSs”) (continued) ZH |
(a) Adoption of new/revised HKFRSs - effective 1 January (a) m, E /RE ‘T?/%EJI
2018 (Continued) g | — EE)& (z*)
. A HKFRS 9 - Finandial Instruments (Continued) A ?z# B IR & ERE9
4 il =)

KEtE ()

RIEZER R RESOTRIRTE

(3gmm, O ) -

HK$'000
FET
Accumulated losses RS
Accumulated losses as at 31 December 2017 RZZE—+tF+-A=+—HZ
S (442,697)
Reclassify investments from available-for-sale BN BERATEAEZAHEE
at fair value to FVTPL (note 2@)A)(Il) below) BEZRATEEBERIE
(T3P ER2@AGM)) (932)
Restated accumulated losses as E’\\ E-N\F—-A—HzZ
at 1 January 2018 mESR uﬂééﬁa (443,629)
Non-controlling interests IR R
Non-controlling interests as at RZE—+S+-A=+—Hz
31 December 2017 FEE IR R i 2 149,961
Reclassify and remeasure investments from SO BRNAHEZAHEE
available-for-sale at cost to FVOC Txﬁx?f’&?fﬁ@ﬂﬁﬁﬂ%@
(note 2()A()()) below) WATBEL BT E
(T3 ER2@ANN ) 2,849
Restated non-controlling interests as at RZE—NF—A—RZEET
1 January 2018 IR R AR 152,810
Investment revaluation reserve KEEGHE
Reserve balance at 31 December 2017 RZZE—+tF+-_A=+—HZ
e (932)
Reclassify investments from available-for-sale BN BRATEMEZAHEE
at fair value to FVTPL (note 2@)A)(Il) below) BREZRATEEBERIE
(R CHTRE2@AGD ) 932
Reclassify and remeasure investments from BNOBERAGE A HEERE
available-for-sale at cost to FVOCI (note 2(a)A(i)(1) below) EREATEEBEMEZEBATIR
WEEEHE (T PHEE2AMNN ) 3012

Restated reserve balance as at 1 January 2018

R-ZE-\F—HA—-HZ
i«‘iﬁ'ﬁ%ﬁfﬁ
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For the year ended 31 December 2018

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

()

Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Classification and measurement of financial instruments
(Continued)

HKFRS 9 carries forward the recognition, classification and
measurement requirements for financial liabilities from HKAS
39, except for financial liabilities designated at FVTPL, where
the amount of change in fair value attributable to change in
credit risk of the liability is recognised in other comprehensive
income unless that would create or enlarge an accounting
mismatch. In addition, HKFRS 9 retains the requirements in HKAS
39 for derecognition of financial assets and financial liabilities.
However, it eliminates the previous HKAS 39 categories for
financial assets of held to maturity financial assets, loans and
receivables and available-for-sale financial assets. The adoption
of HKFRS 9 has no material impact on the Group’s accounting
policies related to financial liabilities and derivative financial
instruments. The impact of HKFRS 9 on the Group's classification
and measurement of financial assets is set out below.

2.

BE=F— N\ A=+ ALFE

RpERMBRELER ([

BMBHRELER]) 40

(a) ERAHET RAERT BB
BHREER -R=F-N
F-A—-BEXR @)

A BBUBHEERFEI

H—LHTAE)
) SBMIEZHERHE (&)

FEMBREEYNEIREME
BEENFEREReRAR
BR - DERFERE HEE
RENFEEBERRIIRZ SR
BERIN ZABEERRED
BiERHEEB SRR E 2R
WARER FRIFGEHRIBAE
sHERAC A S E B © LLSh - BB
MR HmEENERREETES
FHERIZEIGRBUERERMEE
RERBERRE A HE
HBERB G ERIE35R
EXHEREE BEXMEKRER
FARAIHEESREEZ SR
BEERR - RMBBUBREE
AFSREASEERERAE
ROTAE BT AZ SFTERI &
EAFE BEUBHRELNS
IRHAREETRMEEZNER
SAAEZHERRNTX -




\
\

(a)

.
-\

Notes to the Consolidated Financial Statements £ 2 B 7 3 7 W 3
ﬁfe vear ended 31 December 2018 # 2 —F—/\F1+-A=1+—HIFZE

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Classification and measurement of financial instruments
(Continued)

Under HKFRS 9, except for certain trade receivables (that
the trade receivables do not contain a significant financing
component in accordance with HKFRS 15), an entity shall, at
initial recognition, measure a financial asset at its fair value plus,
in the case of a financial asset not at fair value through profit or
loss ("FVTPL"), transaction costs. A financial asset is classified as: (i)
financial assets at amortised cost (“amortised costs”; (ii) financial
assets at fair value through other comprehensive income
("FVOCI"); or (i) FVTPL (as defined in above). The classification
of financial assets under HKFRS 9 is generally based on two
criteria: (i) the business model under which the financial asset
is managed and (ii) its contractual cash flow characteristics (the
“solely payments of principal and interest” criterion, also known
as "SPPI criterion”). Under HKFRS 9, embedded derivatives is
no longer required to be separated from a host financial asset.
Instead, the hybrid financial instrument is assessed as a whole for

the classification.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RABEBMBREEAN(F

STANDARDS (“HKFRSs") (Continued)

Classification and measurement of financial instruments
(Continued)

A financial asset is measured at amortised cost if it meets both of
the following conditions are met and it has not been designated
as at FVTPL:

It is held within a business model whose objective is to
hold financial assets in order to collect contractual cash
flows; and

The contractual terms of the financial asset give rise on
specified dates to cash flows that meet the SPPI criterion.

On initial recognition of an equity investment that is not
held for trading, the Group could irrevocably elect to present
subsequent changes in the investment'’s fair value in other
comprehensive income. This election is made on an investment-
by-investment basis. All other financial assets not classified at
amortised cost or FVOCI as described above are classified as
FVTPL. This includes all derivative financial assets. On initial
recognition, the Group may irrevocably designate a financial
asset that otherwise meets the requirements to be measured
at amortised cost or FVOCI at FVTPL if doing so eliminates
or significantly reduces an accounting mismatch that would
otherwise arise.

BMBHREER]) 40

(a) Adoption of new/revised HKFRSs — effective 1 January (a) PRADITR] ISR BB
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSs") (Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January

2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Classification and measurement of financial instruments

(Continued)

The following accounting policies would be applied to the
Group's financial assets as follows:

FVTPL

Amortised cost

FVOCI (equity
instruments)

FVTPL is subsequently measured at fair value. Changes in
fair value, dividends and interest income are recognised
in profit or loss.

Financial assets at amortised cost are subsequently
measured using the effective interest rate method.
Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain on
derecognition is recognised in profit or loss.

Equity investments at fair value through other
comprehensive income are measured at fair value.
Dividend income is recognised in profit or loss unless
the dividend income clearly represents a recovery of
part of the cost of the investments. Other net gains and
losses are recognised in other comprehensive income
and are not reclassified to profit or loss.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t
For the year ended 31 December 2018 #Z—=F—/\F+-A=+—HIFE

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. BRMEREMBHREED (&
STANDARDS (“HKFRSs”) (Continued) BB EREEN]) @)
(a) Adoption of new/revised HKFRSs - effective 1 January (@) ERANFTE] 4 %‘:ﬂ*jﬁzﬁﬂi
2018 (Continuea) BHREEN -R=F—
F-A—BEXR#H
A HKFRS 9~ Financial Instruments (Continued) A EBYBEEEEREI

Classification and measurement of financial instruments
(Continued)

0

(n

(11

As of 1 January 2018, certain unquoted equity
investments of HK$24,014,000 were reclassified from
available-for-sale financial assets at cost to FVOCI. These
unquoted equity instrument were stated at cost in prior
years. Those investments have been remeasured and
stated at fair value amounted to HK$29,875,000. The
Group intends to hold these unquoted equity investment
for long term strategic purposes. In addition, the Group
has designated such unquoted equity instrument at
the date of initial application as measured at FVOCI and
a fair value gain of HKS$5,861,000 was recognised, with
HK$3,012,000 and HK$2,849,000 recognised under the
investment revaluation reserve and non-controlling
interests respectively.

As of 1 January 2018, certain listed and unlisted equity
funds of HK$53,082,000 measured at fair value in prior
year were reclassified from available-for-sale investments
at fair value to financial assets at FVTPL.

As of 1 January 2018, certain listed equity investments of
HK$40,628,000 measured at fair value in prior year were
reclassified from held for trading investments to financial
assets at FVTPL.

H—-LHTAE)
SRMIAZHERHE (£)

(0

(tmny

%i_q NEFE—A—

AT RBERAKRE
mmwm%ﬁmﬁﬁ$%
EMAHEECHEES
TP EERATFEEBE
2 E AR 25 &
WEBREAEERBAEFE
TR ARDR - ZEERE
ETFUEHFTEIIRATF
1829,875,0007%8 7T 7| 7 © AX
EEBRFAZERFRER
A EERHRIEE M-
It S - AN £ B A 1) 44 FE R
HHEEEZSERRER
ARIEBRAFEFRBHE
fth 2 E AP ER AT = B 7
PR 1 U 255,861,000
TE jt J wu?ﬁﬁ§1ﬁ
R IEIE IR AR R 2 TR
TH 2 F1{E W 53,012,000

75 7T 122,849,000 7T ©

Bz-_Z—-N\F—A—
B K@E¢EE£$E
rTEzETLEMRIELT
% 4 2 653,082,000/ 7T H
BEAFENENAHEE
REBEFOBEERAF
BEERBERIEKZSRME
Eo

HE-_ZTZ—NFE—A—
B RBEFERQFE
AEZET ETRARE
40628000/ TTHBFIEE &
ZERBEFOBEERATF
BEBEBIERIEZS/mE
Eo




% \.\

No e

ﬁ
d\?

(a)

to the Consohdated Financial Statements %45 & M 5% 8 % W it
f’#fe vear ended37 December 2018 B Z—F—\F+=HA=—1—HIFZF

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. fﬁ?ﬂ’ﬂ? %Eﬂiﬁﬁ%@ﬁ! (r&
STANDARDS (“HKFRSs”) (ontinued) BRRBEHREER]) (&)
Adoption of new/revised HKFRSs - effective 1 January (@) BRAETE] & {'KM]-?/%E\Z"
2018 (Continued) B EER —RKRZ o
F—A—HEM (2
HKFRS 9 - Financial Instruments (Continued) A BEYEHREERES
K- A (%)
Classification and measurement of financial instruments (i) SMITAZHBEREE (&)
(Continued)
The following table summarises the original measurement TRBAARER T — )\ F—
categories under HKAS 39 and the new measurement categories A—HEReRnEEREELSS
under HKFRS 9 for each class of the Group's financial assets as at TR R BT 28R &
1 January 2018: REE A BREERFESRH
Mrat %A
Carrying amount
asat 1 January
Carrying amount 2018 under
asat 1 January HKFRS 9
Original classification New classification 2018 under  (before adoption
Financial assets under HKAS 39 under HKFRS 9 HKAS 39 of HKFRS 15)
BZB-N\E
-A-H
REEBRB
RZE-NF  HEELFH
-A-8 WEER
REEAET (FHBEHE
_ REEBEED RESENBREER BRI E39% M HEER
SREE ERNERIE FORMNH R REE F15%40)
HK$000 HKS'000
FiET T
Listed equity investments Held-for- tradmg note2 (@A) FVTPL 40628 40628
THRARE BEEE (FRAim) RATEERBRIE
Listed equity funds Available-for-sale (at falrvalue) FVTPL 12024 12024
(note 2(@)AG)(N)
TikREES ARNE (RATE) BRATERBERIIE
(W EE2A00))
Unlisted equity investments Available-for-sale (at cost) Fvocl 24014 29875
(note 2(aJA())
FEMRARE ARE CRECR) (FrE2@A00) ’&@i%ﬁ%@ﬁ@%ﬁ
1)§
Unlisted equity funds Available-for-sale (at fair value) FVTPL 41,058 41,058
(note 2()A()(I)
FrmkEEs AHHE (RATFE) BATERBERIIE
(P EE22A00))
Loan receivables Loans and receivables (note 2@A(i)()) ~ Amortised cost 125,036 125036
EWER ER LB (HHsE2@Ai))  BHAK
Service income receivables Loans and receivables (note 2( DAG()  Amortised cost 45786 45,786
(note)
FEURBIMA (M) EFREYER (Hni0)  B#EKA
Other receivables and deposits Loans and receivables (note 2(a, ) (|)( V) Amortised cost 23,758 23,758
W REe SFRERIRS (@A) BHKA
Restricted bank deposits Loans and receivables (note 2( ) (i) Amortised cost 61,672 61672
RBHBOER B R EUERSR (FEE2@AG 4
Cash and cash equivalents Loans and receivables (note 2( ) (i) Amortised cost 56,879 56,879
BeRReS ERREWER (@A
Deposits placed with non-bank Loans and receivables (note 2( JAGII) — Amortised cost 143288 143288
financial institutions )
FHRERTEBEE LR ER LB (HHE2@Ai)  BHRK
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Notes to the Consolidated Financial Statements %5 & ¥ % # 7 i it
For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(a)

(i)

Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Classification and measurement of financial instruments

(Continued)

Note: Asat 1 January 2018, an amount of HK$3,304,000 was reclassified
from service income receivables to contract assets upon
adoption of HKFRS 15. Details set out in note 2(a)B below.

Impairment of financial assets

The adoption of HKFRS 9 has changed the Group's impairment
model by replacing the HKAS 39 “incurred loss model” to the
"expected credit losses (“ECLs") model”. HKFRS 9 requires the
Group to recognised ECL for finance lease receivables, contract
assets, service income receivables, other receivables and
deposits and other financial assets at amortised cost earlier than
HKAS 39. Cash and cash equivalents are subject to ECL model
but the impairment is immaterial for the current period.

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

Measurement of ECLs

ECLs are based on the difference between the contractual cash
flows due in accordance with the contract and all the cash
flows that the Group expects to receive. The shortfall is then
discounted at an approximation to the assets’ original effective
interest rate.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # # Iff it
For the year ended 31 December 2018 #Z—F—/\F+_-A=+—HIFZE

2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RMEABBBREERN ([F

94

STANDARDS (“HKFRSs") (Continued)

Impairment of financial assets (Continued)

Measurement of ECLs (Continued)

The Group has elected to measure loss allowances for finance
lease receivables, contract assets and service income receivables
using HKFRS 9 simplified approach and has calculated ECLs
based on lifetime ECLs. The Group has established a provision
matrix that is based on the Group's historical credit loss
experience, adjusted for forward-looking factors specific to the
debtors and the economic environment.

For loan receivables and other debt financial assets, including
other receivables and deposits, deposits placed with non-
bank financial institutions, restricted banks deposits and cash
and cash equivalents, the ECLs are based on the 12-months
ECLs. The 12-months ECLs is the portion of the lifetime ECLs
that results from default events on a financial instrument
that are possible within 12 months after the reporting date.
However, when there has been a significant increase in credit
risk since origination, the allowance will be based on the
lifetime ECLs. When determining whether the credit risk of a
financial asset has increased significantly since initial recognition
and when estimating ECL, the Group considers reasonable
and supportable information that is relevant and available
without undue cost or effort. This includes both quantitative
and qualitative information and analysis, based on the Group's
historical experience and informed credit assessment and
including forward-looking information.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t

For the year ended 31 December 2018

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

()

Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Impairment of financial assets (Continued)

Measurement of ECLs (Continued)

The Group assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due, unless
the Group has reasonable and supportable information that
demonstrates otherwise.

The Group considers a financial asset to be in default when: (1)
the borrower is unlikely to pay its credit obligations to the Group
in full, without recourse by the Group to actions such as realising
security (if any is held); or (2) the financial asset is more than 90
days past due, unless the Group has reasonable and supportable
information to demonstrate that a more lagging default criteria
is more appropriate.

The maximum period considered when estimating ECL is the
maximum contractual period over which the Group is exposed
to credit risk.

Presentation of ECLs
Loss allowances for financial assets measured at amortised cost
are deducted from the gross carrying amount of the assets.
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vear ended 31 December 2018 &2 —F—/\F+-HA=+—HIFFZF

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Impairment of financial assets (Continued)
Impact of the ECL model

Impairment of finance lease receivables, contract assets,

and service income receivables

As mentioned above, the Group applies the HKFRS 9
simplified approach to measure ECLs which recognises
lifetime ECLs for all finance lease receivables, contract
assets, and service income receivables. Except for those
which had been determined as credit impaired under
HKAS 39, finance lease receivables have been assessed
individually while contract assets and service income
receivables have been grouped based on shared credit
risk characteristics and the days past due.

At 1 January 2018, all the finance lease receivables,
contract assets and service income receivables were not
yet past due. Management assessed that the expected
credit loss was not significant to the Group. There were no
change in credit risk during the year ended 31 December
2018.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (ontinued)

(a) Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

A HKFRS 9 - Financial Instruments (Continued)

(i) Impairment of financial assets (Continued)
Impact of the ECL model (Continued)

(I Impairment of loan receivables

The Group's loan receivables are determined based on
the 12 months ECLs. At 1 January 2018, one of the loans
of HK$30,000,000 was past due. Management assessed
that the loan was not credit-impaired and loss allowance
was considered not significant. For other loan receivables,
management assessed that there was no significant
increase in credit risk on 1 January 2018 since initial
recognition.

(I Impairment of other debt investments (except for other
receivables and deposits)

All of the Group's other debt investments at amortised
costs are considered to have low credit risk, and the loss
allowance recognised during the period was therefore
limited to 12 months ECLs.

(V) Impairment of other receivables and deposits

Other financial assets at amortised cost of the Group
include deposits and other receivables. Applying the
ECL model did not result in any recognition of ECL on
1 January 2018 as there was no significant increase in
credit risk since initial recognition. A ECL of HK$800,000 is
recognised for the year ended 31 December 2018.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

Adoption of new/revised HKFRSs — effective 1 January
2018 (Continued)

HKFRS 9 - Financial Instruments (Continued)

Hedge accounting

Hedge accounting under HKFRS 9 has no impact on the Group
as the Group does not apply hedge accounting in its hedging
relationships.

Transition

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

to the Consolidated Financial Statements % & i 7 # 7 I &t
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ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RRMEAEABBREERDN ([F
STANDARDS (“HKFRSs") (Continued) BHBEHREEDN]) (&)
(a) Adoption of new/revised HKFRSs — effective 1 January (@) BRANHTET SR BB
2018 (Continued) BRELER -R=-F—N
F-—A—B&EX»#E)
A HKFRS 9 - Financial Instruments (Continued) A EEH a_?—fﬁ & E A E9
H—F@MIT A%
(iv)  Transition (Continued) (v) BE (&)
The following assessments have been made on the basis of LATNRHE TR E B I I i s 4
the facts and circumstances that existed at the date of initial RIIZEoSk WA FEFA H HA ([ 944 8
application of HKFRS 9 (the “DIA"): BHEBDFEzFERERAE
EMIEL
The determination of the business model within which a . ETRHEeREEZHE
financial asset is held; [ Eav
The designation and revocation of previous designations . EERBEBEIRE LS
of certain financial assets and financial liabilities as FemBEERcRABE
measured at FVTPL; and BAFESEBEZEY R
g8 K
The designation of certain investments in equity . EEWIFHEEE AR
investments not held for trading as at FVOCI. KEzETHRERATE
FBEMEEWRATIER -
If an investment in a debt investment had low credit risk at the WREFIRE 2 EIR BT A
DIA, then the Group has assumed that the credit risk on the ERRHAEREZEERE:
asset had not increased significantly since its initial recognition. AIAEEREZEEZEERR

B E AR I AR E L0
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(a) Adoption of new/revised HKFRSs — effective 1 January

2018 (Continued)

B HKFRS 15 Revenue from Contracts with Customers (“HKFRS

157)

HKFRS 15 supersedes HKAS 11

services to a customer.

The Group has adopted HKFRS 15 using the cumulative effect
method with practical expedients whereby any cumulative
effect of initially applying HKFRS 15 is recognised as an
adjustment to the opening balance of retained earnings at the
date of initial application (thatis, T January 2018). As a result, the
financial information presented for 2017 has not been restated
in this respect. The adoption of HKFRS 15 from 1 January 2018
has resulted in change in accounting policies of the Group. The
impact on the adoption of HKFRS 15 to the Group’s financial
statements as at 1 January 2018 is the reclassification of an
amount of HK$3,304,000 from service income receivables arising
from asset management advisory services to contract assets. The
impact to the consolidated financial statements of the Group as
at 31 December 2018 is increase in contract assets and decrease

Construction Contracts, HKAS 18
Revenue and related interpretations. HKFRS 15 has established
a five-step model to account for revenue arising from contracts
with customers. Under HKFRS 15, revenue is recognised at
the amount that reflects the consideration to which an entity
expects to be entitled in exchange for transferring goods or

in service income receivables for an amount of HK$3,320,000.

SER-VEER PREEGREHAGEEARAE

2.

RWEBMBREER ([F

BEUEREER]) (©)

@) BREHFR] ST E B
BMEER -R=-F—N
F—A—BEM &)

B ZTEUKERKREERZELS
BEESHKA ([FE

BIBHREERFE15% /)

E%%ﬁﬁiﬁﬂﬁw#mﬁ%
/% AAEAENRREESN B

uE%%BﬂWA&W%é
E°§%Mﬁﬁ%ﬁ%%ﬁ%@
Y—ERESER UBEFEL
WA - RIBRBHM RS E
Q558 MAIRBER R ESETR
HptmEPERE R RBEER
BmARESNHRESEER -

AEEFEAAEBRIITER AN
BB ERMNB AT RS
ERE IS B BRERS
%%%ﬁ ﬁW%B%MEHE
SR EREREMBE (B

fﬂﬁ A— E)%hﬁﬂ%
BFBRYESAZE - FAL- 1
ABUEY ZE—+FHNHHE
BeBZT—NF—A—HEK
MBE B IEREERFE 155 BB
AEBSTHENEE - HPNE
BRI REERE ISR AEE
RZE—N\F—A B HH
KNFEBBEEETELARY
BE A B JE K AR 745 A 3,304,000
THEHEENDBEEANEE-
HAEBER T - NF+=A
=+ —HMERAMIBIRENFE
BEBHA KE ERIE I K& IE R AR
UL AR 23,320,000/ 7T ©



2.

Notes to the Consolidated Financial Statements % & M 5 3 7% Iff 3

For the year ended 31 December 2018

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

New/revised HKFRSs that have been issued but are not yet

(b)

effective

The following new/revised HKFRSs, potentially relevant to the
Group's financial statements, have been issued, but are not yet
effective and have not been early adopted by the Group. The
Group's current intention is to apply these changes on the date

they become effective.
HKFRS 16

HK(FRIC)-Int 23

Amendments to HKFRS 9

Amendments to HKAS 1 and
HKAS 8
Amendments to HKFRS 3

Amendments to
HKAS 28

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

Annual Improvements to
HKFRSs 2015-2017 Cycle

HKFRS 17

Amendments to
HKFRS 10 and HKAS 28

Leases'

Uncertainty over Income Tax Treatments'

Prepayment Features with Negative
Compensation'

Definition of Material *

Definition of a Business *

Long-term Interests in Associates and Joint
Ventures'

Amendments to HKFRS 3, Business
Combinations'

Amendments to HKFRS 11, Joint Arrangements’

Amendments to HKAS 12, Income Taxes'

Amendments to HKAS 23, Borrowing Costs'

Insurance Contracts*

Sale or Contribution of Assets between an
Investor and its Associate or Joint Venture®
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For the year ended 31 December 2018 #Z—F—/\F+_-A=+—HIFZE

2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

New/revised HKFRSs that have been issued but are not
yet effective (Continuea)

! Effective for annual periods beginning on or after 1 January 2019
2 Effective for annual periods beginning on or after 1 January 2020
8 Effective for transactions that occur on or after 1 January 2020

Effective for annual periods beginning on or after 1 January 2021

° The amendments were originally intended to be effective for
periods beginning on or after 1 January 2017. The effective
date has now been deferred/removed. Early application of the
amendments of the amendments continue to be permitted.

HKFRS 16 - Leases

HKFRS 16, which upon the effective date will supersede HKAS
17 "Leases” and related interpretations, introduces a single
lessee accounting model and requires a lessee to recognise
assets and liabilities for all leases with a term of more than 12
months, unless the underlying asset is of low value. Specifically,
under HKFRS 16, a lessee is required to recognise a right-of-use
asset representing its right to use the underlying leased asset
and a lease liability representing its obligation to make lease
payments. Accordingly, a lessee should recognise depreciation
of the right-of-use asset and interest on the lease liability,
and also classifies cash repayments of the lease liability into a
principal portion and an interest portion and presents them in
the statement of cash flows. Also, the right-of-use asset and the
lease liability are initially measured on a present value basis. The
measurement includes non-cancellable lease payments and also
includes payments to be made in optional periods if the lessee
is reasonably certain to exercise an option to extend the lease,
or to exercise an option to terminate the lease. This accounting
treatment is significantly different from the lessee accounting
for leases that are classified as operating leases under the
predecessor standard, HKAS 17.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. BRPNEBMEBERSER([H
STANDARDS (“HKFRSs”) (continued) B EHREER]) (&)
(b) New/revised HKFRSs that have been issued but are not yet b) EEMEERERZIET
effective (Continued) SRS BB REE
Al &)
HKFRS 16 - Leases (Continued) BB BREZER E16
#—HE #)

In respect of the lessor accounting, HKFRS 16 substantially
carries forward the lessor accounting requirements in HKAS 17.
Accordingly, a lessor continues to classify its leases as operating
leases or finance leases, and to account for those two types of
leases differently.

As set out in note 29, the Group's total future minimum lease
payments under non-cancelable operating leases as at 31
December 2018 are HK$431,000 (2017: HK$145,000). The
directors of the Company do not expect the adoption of HKFRS
16 as compared with the current accounting policy would result
in a significant impact on the Group’s results but it is expected
that certain portion of these lease commitments will be required
to be recognised in the consolidated statement of financial
position as right-of-use assets and lease liabilities.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING 2. RABEBMBREEAN(F

yet effective (Continued)

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

The Interpretation supports the requirements of HKAS 12,
Income Taxes, by providing guidance over how to reflect the
effects of uncertainty in accounting for income taxes. Under
the Interpretation, the entity shall determine whether to
consider each uncertain tax treatment separately or together
based on which approach better predicts the resolution of
the uncertainty. The entity shall also assume the tax authority
will examine amounts that it has a right to examine and have
full knowledge of all related information when making those
examinations. If the entity determines it is probable that the
tax authority will accept an uncertain tax treatment, then the
entity should measure current and deferred tax in line with its
tax filings. If the entity determines it is not probable, then the
uncertainty in the determination of tax is reflected using either
the "most likely amount” or the “expected value” approach,
whichever better predicts the resolution of the uncertainty.

STANDARDS (“HKFRSs") (continued) BEREHREER]) (&)
(b) New/revised HKFRSs that have been issued but are not (b) CEMEERERZHET
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

(b)

New/revised HKFRSs that have been issued but are not yet
effective (Continued)

Amendments to HKAS 1 and HKAS 8 — Definition of Material

The amendments clarify the definition of material to make it
easier for entities to make materiality judgements. The definition
of material, an important accounting concept in HKFRS
Standards, helps entities decide whether information should be
included in their financial statements.

Amendments to HKFRS 3 — Definition of a Business

The amendments improve the definition of a business. The
amended definition emphasises that the output of a business
is to provide goods and services to customers, whereas the
previous definition focused on returns in the form of dividends,
lower costs or other economic benefits to investors and others.
In addition to amending the wording of the definition, the Board
has provided supplementary guidance.

Distinguishing between a business and a group of assets is
important because an acquirer recognises goodwill only when
acquiring a business.
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B2 —F— )\ F+A=+—HIFEF

2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(b)

New/revised HKFRSs that have been issued but are not
yet effective (Continued)

Amendments to HKFRS 9 — Prepayment Features with
Negative Compensation

The amendments clarify that prepayable financial assets with
negative compensation can be measured at amortised cost or
at fair value through other comprehensive income if specified
conditions are met — instead of at fair value through profit or
loss.

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

The amendment clarifies that HKFRS 9 applies to long-term
interests (“LTI") in associates or joint ventures which form
part of the net investment in the associates or joint ventures
and stipulates that HKFRS 9 is applied to these LTI before the
impairment losses guidance within HKAS 28.

Annual Improvements to HKFRSs 2015-2017 (ycle -
Amendments to HKFRS 3, Business Combinations

The amendments issued under the annual improvements
process make small, non-urgent changes to standards where
they are currently unclear. They include amendments to HKFRS
3 which clarifies that when a joint operator of a business obtains
control over a joint operation, this is a business combination
achieved in stages and the previously held equity interest
should therefore be remeasured to its acquisition date fair value.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(b)

New/revised HKFRSs that have been issued but are not yet
effective (Continued)

Annual Improvements to HKFRSs 2015-2017 (ycle —
Amendments to HKFRS 11, Joint Arrangements

The amendments issued under the annual improvements
process make small, non-urgent changes to standards where
they are currently unclear. They include amendments to HKFRS
11 which clarify that when a party that participates in, but does
not have joint control of, a joint operation which is a business
and subsequently obtains joint control of the joint operation,
the previously held equity interest should not be remeasured to
its acquisition date fair value.

Annual Improvements to HKFRSs 2015-2017 Cycle —
Amendments to HKAS 12, Income Taxes

The amendments issued under the annual improvements
process make small, non-urgent changes to standards where
they are currently unclear. They include amendments to
HKAS 12 which clarify that all income tax consequences of
dividends are recognised consistently with the transactions that
generated the distributable profits, either in profit or loss, other
comprehensive income or directly in equity.
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2. ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (continued)

(b)

New/revised HKFRSs that have been issued but are not
yet effective (Continued)

Annual Improvements to HKFRSs 2015-2017 (ycle —
Amendments to HKAS 23, Borrowing Costs

The amendments issued under the annual improvements
process make small, non-urgent changes to standards where
they are currently unclear. They include amendments to HKAS
23 which clarifies that a borrowing made specifically to obtain
a qualifying asset which remains outstanding after the related
qualifying asset is ready for its intended use or sale would
become part of the funds an entity borrows generally and
therefore included in the general pool.

HKFRS 17 - Insurance Contracts

HKFRS 17 will replace HKFRS 4 as a single principle-based
standard for the recognition, measurement, presentation and
disclosure of insurance contracts in the financial statements of
the issuers of those contracts.

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

The amendments clarify the extent of gains or losses to be
recognised when an entity sells or contributes assets to its
associate or joint venture. When the transaction involves a
business the gain or loss is recognised in full, conversely when
the transaction involves assets that do not constitute a business
the gain or loss is recognised only to the extent of the unrelated
investors’ interests in the joint venture or associate.
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For the year ended 31 December 2018

ADOPTION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs") (Continued)

(b) New/revised HKFRSs that have been issued but are not yet
effective (Continued)

The Group is not yet in a position to state whether these new
pronouncements will result in substantial changes to the
Group's accounting policies and financial statements.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the
Stock Exchange (“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 that
are measured at fair values at the end of each reporting period as
explained in the accounting policies set out below.

Historical cost is generally based on the fair value of the consideration
given in exchange for goods and services.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

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 within the scope
of HKAS 17 “Leases”, 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”.

A fair value measurement of a non-financial asset takes into account
a market participant’s ability to generate economic benefits by using
the asset in its highest and best use or by selling it to another market
participant that would use the asset in its highest and best use.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

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.

The principal accounting policies are set out below.

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;

- has exposure, or rights, to variable returns from its involvement
with the investee; and

- has the ability to use its power over the investee 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Basis of consolidation (Continued)

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 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 in line with those used
by other members of the Group's accounting policies.

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.

Changes in the Group’s ownership interests in existing subsidiaries

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).
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For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (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.

Any contingent consideration to be transferred by the acquirer is
recognised at acquisition-date fair value. Subsequent adjustments to
consideration are recognised against goodwill only to the extent that
they arise from new information obtained within the measurement
period (a maximum of 12 months from the acquisition date) about the
fair value at the acquisition date. All other subsequent adjustments
to contingent consideration classified as an asset or a liability are
recognised in profit or loss.

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

deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised and measured
in accordance with HKAS 12 “Income 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); and

assets (or disposal groups) that are classified as held for sale in
accordance with HKFRS 5 “Non-current assets held for sale and
discontinued operations” are measured in accordance with that
standard.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Business combinations (Continued)

Goodwill is measured as the excess of the sum of the consideration
transferred, the amount of any non-controlling interests in the
acquiree, and the fair value of the acquirer's previously held equity
interest in the acquiree (if any) over the net 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
either at fair value or at the non-controlling interests’ proportionate
share of the recognised amounts of the acquiree’s identifiable net
assets or at fair value. The choice of measurement basis is made on a
transaction-by-transaction basis.

Acquisition of a subsidiary not constituting a business

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 the financial assets and financial
liabilities at the respective fair values, the remaining balance of the
purchase price is then allocated to the other individual 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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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Investments in subsidiaries

A subsidiary is an investee over which the Company is able to exercise
control. The Company controls an investee if all three of the following
elements are present: power over the investee, exposure, or rights, to
variable returns from the investee, and the ability to use its power to
affect those variable returns. Control is reassessed whenever facts and
circumstances indicate that there may be a change in any of these
elements of control.

De-facto control exists in situations where the Company has the
practical ability to direct the relevant activities of the investee without
holding the majority of the voting rights. In determining whether
de-facto control exists the Company considers all relevant facts and
circumstances, including:

The size of the Company's voting rights relative to both the size and
dispersion of other parties who hold voting rights;

Substantive potential voting rights held by the Company and other
parties who hold voting rights;

Other contractual arrangements; and

Historic patterns in voting attendance.

In the Company's statement of financial position, investments in
subsidiaries are stated at cost less impairment loss, if any. The results

of subsidiaries are accounted for by the Company on the basis of
dividend received and receivable.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
Goodwill

Goodwill arising on an acquisition of a business is carried at cost
as established at the date of acquisition of the business (see the
accounting policy above) less accumulated impairment losses, if any.

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies of the
combination, which represent the lowest level at which the goodwiill is
monitored for internal management purposes and not larger than an
operating segment.

A cash-generating unit (or group of cash-generating units) to which
goodwill has been allocated is tested for impairment annually or more
frequently when there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generating units) to which goodwill
has been allocated is tested for impairment before the end of that
reporting period. If the recoverable amount is less than its carrying
amount, the impairment loss is allocated first to reduce the carrying
amount of any goodwill and then to the other assets on a pro-rata
basis based on the carrying amount of each asset in the unit (or group
of cash-generating units).

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount
of profit or loss on disposal (or any of the cash-generating unit
within group of cash-generating units in which the Group monitors
goodwill).

The Group's policy for goodwill arising on the acquisition of a joint
venture is described below.
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For the year ended 31 December 2018 B2 —ZF—/\F+=A=+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Investments in joint ventures

A joint venture is a joint arrangement whereby the parties that have
joint control of the arrangement have rights to the net assets of the
joint arrangement. Joint control is the contractually agreed sharing of
control of an arrangement, which exists only when decisions about the
relevant activities require unanimous consent of the parties sharing
control.

The results and assets and liabilities of joint ventures 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 a joint venture that has not been classified as held
for sale shall be accounted for using the equity method. The financial
statements of joint ventures 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 a joint venture 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 joint venture. Changes in net assets of
the joint venture 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 joint venture exceeds the Group's interest in that joint venture
(which includes any long-term interests that, in substance, form
part of the Group's net investment in the joint venture), 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 joint
venture.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in joint ventures (Continued)

An investment in a joint venture is accounted for using the equity
method from the date on which the investee becomes a joint venture.
On acquisition of the investment in a joint venture, 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 requirements of HKAS 39 are applied to determine whether it
is necessary to recognise any impairment loss with respect to the
Group's investment in a joint venture. When necessary, the entire
carrying amount of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 “Impairment of assets” as
a single asset by comparing its recoverable amount (higher of value
in use and fair value less costs of disposal) with its carrying amount.
Any impairment loss recognised 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.

When a group entity transacts with a joint venture of the Group, profits
and losses resulting from the transactions with the joint venture are
recognised in the Group’s consolidated financial statements only to
the extent of interests in the joint venture that are not related to the
Group.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Investments in associates

An associate is an entity over which the Group has significant influence
and that is neither a subsidiary nor a joint arrangement. Significant
influence is the power to participate in the financial and operating
policy decisions of the investee but not control or joint control over
those policies.

Associates are accounted for using the equity method whereby
they are initially recognised at cost and thereafter, their carrying
amount are adjusted for the Group's share of the post-acquisition
change in the associates’ net assets except that losses in excess of the
Group's interest in the associate are not recognised unless there is an
obligation to make good those losses.

Profits and losses arising on transactions between the Group and its
associates are recognised only to the extent of unrelated investors’
interests in the associate. The investor's share in the associate’s profits
and losses resulting from these transactions is eliminated against
the carrying value of the associate. Where unrealised losses provide
evidence of impairment of the asset transferred, they are recognised
immediately in profit or loss.

Any premium paid for an associate above the fair value of the Group's
share of the identifiable assets, liabilities and contingent liabilities
acquired is capitalised and included in the carrying amount of the
associate. Where there is objective evidence that the investment in an
associate has been impaired, the carrying amount of the investment is
tested for impairment in the same way as other non-financial assets.

In the Company's statement of financial position, investments in
associates are carried at cost less impairment losses, if any. The results
of associates are accounted for by the Company on the basis of
dividends received and receivable during the year.
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SIGNIFICANT ACCOUNTING POLICIES (continued)
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 its former subsidiary after the 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.

Segment reporting

Operating segments are reported in a manner consistent with the
internal reporting provided to the chief operating decision-maker.
The chief operating decision-maker, who is responsible for allocating
resources and assessing performance of the operating segments,
has been identified as the Executive Directors that make strategic
decisions.

Revenue recognition (accounting policies applied from 1
January 2018)

Revenue from contracts with customers is recognised when control
of goods or services is transferred to the customers at an amount that
reflects the consideration to which the Group expects to be entitled
in exchange for those goods or services, excluding those amounts
collected on behalf of third parties. Revenue excludes value added tax
or other sales taxes and is after deduction of any trade discounts.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (accounting policies applied from 1
January 2018) (Continued)

Depending on the terms of the contract and the laws that apply to the
contract, control of the goods or service may be transferred over time
or at a point in time. Control of the goods or service is transferred over
time if the Group's performance:

provides all of the benefits received and consumed
simultaneously by the customer;

creates or enhances an asset that the customer controls as the
Group performs; or

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.

If control of the goods or services transfers over time, revenue is
recognised over the period of the contract by reference to the
progress towards complete satisfaction of that performance obligation.
Otherwise, revenue is recognised at a point in time when the customer
obtains control of the goods or service.

When the contract contains a financing component which provides
the customer a significant benefit of financing the transfer of goods or
services to the customer for more than one year, revenue is measured
at the present value of the amounts receivable, discounted using
the discount rate that would be reflected in a separate financing
transaction between the Group and the customer at contract
inception. Where the contract contains a financing component
which provides a significant financing benefit to the Group, revenue
recognised under that contract includes the interest expense accreted
on the contract liability under the effective interest method. For
contracts where the period between the payment and the transfer of
the promised goods or services is one year or less, the transaction price
is not adjusted for the effects of a significant financing component,
using the practical expedient in HKFRS 15.
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IFICANT ACCOUNTING POLICIES (Continuec)

Revenue recognition (accounting policies applied from 1
January 2018) (Continued)

Revenue for the provision of advisory services is recognised
at a point in time when the services related to the underlying
transaction are completed under the terms of the contract.
Invoices for these service income are issued on completion
of services. The service fee has been fixed at the signing of
contract. HKFRS 15 did not result in significant impact on the
Group's accounting policies.

Revenue for the provision of asset management advisory
services is recognised over time on time apportionment basis as
those services are provided throughout the contract period at
fixed consideration. Invoices are issued according to the agreed
payment schedule and are usually payable within 0-5 days.
HKFRS 15 did not result in significant impact on the Group's
accounting policies.

For revenue from sales of goods provided by the Group,
customers obtain control of the goods when the goods
are delivered to and have been accepted. Revenue is thus
recognised upon when the customers accepted the products.
There is generally only one performance obligation. Invoices
are usually payable within 30 days. In the comparative period,
revenue from sales of goods is recognised on transfer of risks
and rewards of ownership, which was taken as at the time of
delivery and the title is passed to customer.
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Notes to the Consolidated Financial Statements %: & M % 8 7 Iff it
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (accounting policies applied from 1
January 2018) (Continued)

(iv)

For revenue from the provision of iron ore terminals and logistic
service, the joint venture rendered a bundle of services to
the customers, including unloading, packaging, storage and
reloading of goods, and recognised revenue when the reloading
of goods completed. Revenue is thus recognised at point in
time. Invoices are usually payable within 30 days. HKFRS 15
did not result in significant impact on the Group's accounting
policies.

Other income

Rental income from property leasing is recognised on a straight-
line basis over the relevant lease terms.

Dividend income from investments is recognised when the
Group's rights to receive payment have been established.

Interest income, including finance lease interest income, loan
interest income and bank interest income, is accrued on a time
apportionment basis, by reference to the principal outstanding
and at the effective interest rate applicable, which is the rate that
exactly discounts the estimated future cash receipts through the
expected life of the financial asset to that asset's net carrying
amount on initial recognition.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenue recognition (accounting policies applied until
31 December 2017)

Revenue is measured at the fair value of the consideration received or
receivable.

Revenue is recognised when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will flow
to the Group and when specific criteria have been met for each of the
Group's activities, as described below.

Revenue from the sale of goods is recognised when the goods are
delivered and titles have passed.

Finance lease interest income including handling fees (if any)
represents interest income from financial leasing business, is allocated
to accounting periods so as to reflect a constant periodic rate of return
on the Group's net investment outstanding in respect of the leases.

Income from provision of iron ore terminals and logistic services are
recognised when the respective services are rendered.

Service fee income is recognised when the services are provided.

Rental income from property leasing is recognised on a straight-line
basis over the relevant lease terms.

Dividend income from investments is recognised when the Group's
rights to receive payment have been established.

Interest income is accrued on a time apportionment basis, by
reference to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the financial asset to
that asset’s net carrying amount on initial recognition.

Contract assets and liabilities (accounting policies applied
from 1 January 2018)

A contract asset represents the Group's right to consideration in
exchange for services that the Group has transferred to a customer
that is not yet unconditional. 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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Notes to the Consolidated Financial Statements %5 & ¥ % # 7 i it
For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Contract assets and liabilities (accounting policies applied
from 1 January 2018) (Continued)

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

Foreign currencies

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

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group's entities are translated into the
presentation currency of the Group (i.e. HKS) at the rate of exchange
prevailing at the end of the reporting period, and their income
and expenses are translated at the average exchange rates for the
year. Exchange differences arising, if any are recognised in other
comprehensive income and accumulated in equity under the heading
of the translation reserve (attributed to non-controlling interests as
appropriate).

On the disposal of a foreign operation (i.e. a disposal of the Group's
entire interest in a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable to the
owners of the Group are reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable assets and liabilities
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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Borrowing costs

Borrowing costs which are not eligible for capitalisation to qualifying
assets are recognised in profit or loss in the period in which they are
incurred.

Government grants

Government grants are not recognised until there is reasonable
assurance that the Group will comply with the conditions attaching to
them and that the grants will be received.

Government grants that are receivable as compensation for expenses
or losses already incurred or for the purpose of giving immediate
financial support to the Group with no future related costs are
recognised in profit or loss in the period in which they become
receivable.

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.

Short-term and other long-term employee benefits

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

A liability is recognised for benefits accruing to employees (such as
wages and salaries, annual leave and sick leave) after deducting any
amount already paid.
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Notes to the Consolidated Financial Statements %: & M # 8 7 i 3t

For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)
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 as reported in the profit or loss because it
excludes items of income or expense that are taxable or deductible
in other years and it further excludes items that are never taxable and
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 base 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 difference to the extent
that it is probable that taxable profits will be available against which
those deductible temporary differences can be utilised. Such assets
and liabilities are not recognised if the temporary difference arises
from goodwill or from the initial recognition (other than in a business
combination) of other assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit.

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries and interests in joint
ventures, except where the Group is able to control the reversal
of the temporary difference and it is probable that the temporary
difference will not reverse in the foreseeable future. Deferred tax assets
arising from deductible temporary differences associated with such
investments and interests are only recognised to the extent that it is
probable that there will be sufficient taxable profits against which to
utilise the benefits of the temporary differences and they are expected
to reverse in the foreseeable future.

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

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.

Current and deferred tax is recognised in profit or loss, except when it
relates to items that are recognised in other comprehensive income
or directly in equity, in which case the current and deferred tax is
also recognised in other comprehensive income or directly in equity
respectively.

Leasing

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

The Group as lessor

Amounts due from lessees under finance leases are recognised as
receivables at the amount of the Group's net investment in the leases.
Finance lease income is allocated to accounting periods so as to reflect
a constant periodic rate of return on the Group's net investment
outstanding in respect of the leases.

Rental income from operating leases is recognised on a straight-line
basis over the term of the relevant lease. Initial direct costs incurred
in negotiating and arranging an operating lease are added to the
carrying amount of the leased asset.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)
Leasing (Continued)
The Group as lessee

Operating lease payments, including the cost of acquiring land held
under operating leases, are recognised as an expense on a straight-line
basis over the lease term.

In the event that lease incentives are received to enter into operating
leases, such incentives are recognised as a liability. The aggregate
benefit of incentives is recognised as a reduction of rental expense on
a straight-line basis.

Property, plant and equipment

Property, plant and equipment including buildings, leasehold land
(classified as finance leases) and freehold land held for use in the
production or supply of goods or services, or for administrative
purposes are stated in the consolidated statement of financial position
at cost less subsequent accumulated depreciation and accumulated
impairment losses.

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

An item of 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 sales proceeds and the carrying
amount of the asset and is recognised in profit or loss.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # # Iff it
For the year ended 31 December 2018 #Z—F—/\F+_-A=+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (continued)
Leasehold land and building

When the Group makes payments for a property interest which
includes both leasehold land and building elements, the Group
assesses the classification of each element separately based on the
assessment as to whether substantially all the risks and rewards
incidental to ownership of each element have been transferred to
the Group, unless it is clear that both elements are operating leases
in which case the entire property is accounted as an operating
lease. Specifically, the entire consideration (including any lump-sum
upfront payments) are allocated between the leasehold land and
the building elements in proportion to the relative fair values of the
leasehold interests in the land element and building element at initial
recognition.

When the payments cannot be allocated reliably between the
leasehold land and building elements, the entire property is generally
classified as if the leasehold land is under finance lease.

Impairment losses on assets (other than financial assets)

At the end of the reporting period, the Group reviews the carrying
amounts of the following to determine whether there is any indication
that those assets have suffered an impairment loss or an impairment
loss previously recognised no longer exists or may have decreased:

property, plant and equipment; and

investments in subsidiaries, associates and joint ventures.

When it is not possible to estimate the recoverable amount of an asset
individually, the Group estimates the recoverable amount of the cash-
generating unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate assets are
also allocated to individual cash-generating units, or otherwise they
are allocated to the smallest group of cash-generating units for which
a reasonable and consistent allocation basis can be identified.

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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Notes to the Consolidated Financial Statements %5 & ¥ % # 7 i it

For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Impairment losses on assets (other than financial assets)
(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. 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. 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. An impairment loss is recognised immediately in profit or loss.

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

Inventories

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

Financial instruments (accounting policies applied from 1
January 2018)

Financial assets

A financial asset (unless it is a service income receivable without a
significant financing component) is initially measured at fair value plus,
for an item not at fair value through profit or loss ("FVTPL"), transaction
costs that are directly attributable to its acquisition or issue. A service
income receivable without a significant financing component is
initially measured at the transaction price.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Financial assets (Continued)

All regular way purchases and sales of financial assets are recognised
on the trade date, that is, the date that the Group commits to purchase
or sell the asset. Regular way purchases or sales are purchases or sales
of financial assets that require delivery of assets within the period
generally established by regulation or convention in the market place.

Financial assets with embedded derivatives are considered in their
entirely when determining whether their cash flows are solely
payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the
Group's business model for managing the asset and the cash flow
characteristics of the asset. There are three measurement categories
into which the Group classifies its debt instruments:

Amortised cost: Assets that are held for collection of contractual cash
flows where those cash flows represent solely payments of principal
and interest are measured at amortised cost. Financial assets at
amortised cost are subsequently measured using the effective interest
rate method. Interest income, foreign exchange gains and losses and
impairment are recognised in profit or loss. Any gain on derecognition
is recognised in profit or loss.
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Notes to the Consolidated Financial Statements %5 & ¥ % # 7 i it

For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Finandial assets (Continued)

Fair value through profit or loss (“FVTPL"): Financial assets at fair value
through profit or loss include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit
or loss, or financial assets mandatorily required to be measured at
fair value. Financial assets are classified as held for trading if they are
acquired for the purpose of selling or repurchasing in the near term.
Derivatives, including separated embedded derivatives, are also
classified as held for trading unless they are designated as effective
hedging instruments. Financial assets with cash flows that are not
solely payments of principal and interest are classified and measured
at fair value through profit or loss, irrespective of the business model.
Notwithstanding the criteria for debt instruments to be classified at
amortised cost or at fair value through other comprehensive income,
as described above, debt instruments may be designated at fair value
through profit or loss on initial recognition if doing so eliminates, or
significantly reduces, an accounting mismatch.

Equity instruments

On initial recognition of an equity investment that is not held for
trading, the Group could irrevocably elect to present subsequent
changes in the investment's fair value in other comprehensive income.
This election is made on an investment-by-investment basis. Equity
investments at fair value through other comprehensive income are
measured at fair value. Dividend income are recognised in profit or loss
unless the dividend income clearly represents a recovery of part of the
cost of the investments. Other net gains and losses are recognised in
other comprehensive income and are not reclassified to profit or loss.
All other equity instruments are classified as FVTPL, whereby changes
in fair value, dividends and interest income are recognised in profit or
loss.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # # Iff it
For the year ended 31 December 2018 #Z—F—/\F+_-A=+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Impairment loss on financial assets

The Group recognises loss allowances for expected credit loss
("ECL") on finance lease receivables, service income receivables, loan
receivables, contract assets and financial assets measured at amortised
cost. The ECLs are measured on either of the following bases: (1) 12
months ECLs: these are the ECLs that result from possible default
events within the 12 months after the reporting date: and (2) lifetime
ECLs: these are ECLs that result from all possible default events over
the expected life of a financial instrument. The maximum period
considered when estimating ECLs is the maximum contractual period
over which the Group is exposed to credit risk.

ECLs are a probability-weighted estimate of credit losses. Credit losses
are measured as the difference between all contractual cash flows
that are due to the Group in accordance with the contract and all
the cash flows that the Group expects to receive. The shortfall is then
discounted at an approximation to the assets’ original effective interest
rate.

The Group has elected to measure loss allowances for finance lease
receivables, contract assets and service income receivables using
HKFRS 9 simplified approach and has calculated ECLs based on lifetime
ECLs. The Group has established a provision matrix that is based on the
Group's historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

For loan receivables and other debt financial assets, the ECLs are
based on the 12-months ECLs. The 12-months ECLs is the portion
of the lifetime ECLs that results from default events on a financial
instrument that are possible within 12 months after the reporting date.
However, when there has been a significant increase in credit risk since
origination, the allowance will be based on the lifetime ECLs.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t
For the year ended 31 December 2018 BZE—F—/\F+-A=+—HIFZ

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Impairment loss on financial assets (Continued)

When determining whether the credit risk of a financial asset has
increased significantly since initial recognition and when estimating
ECL, the Group considers reasonable and supportable information that
is relevant and available without undue cost or effort. This includes
both quantitative and qualitative information analysis, based on the
Group's historical experience and informed credit assessment and
including forward-looking information.

The Group assumes that the credit risk on a financial asset has
increased significantly if it is more than 30 days past due.

The Group considers a financial asset to be credit-impaired when: (1)
the borrower is unlikely to pay its credit obligations to the Group in full,
without recourse by the Group to actions such as realising security (if
any is held); or (2) the financial asset is more than 90 days past due.

Interest income on credit-impaired financial assets is calculated
based on the amortised cost (i.e. the gross carrying amount less loss
allowance) of the financial asset. For non credit-impaired financial
assets interest income is calculated based on the gross carrying
amount.

Financial liabilities

The Group classifies its financial liabilities, depending on the purpose
for which the liabilities were incurred. Financial liabilities at fair value
through profit or loss are initially measured at fair value and financial
liabilities at amortised costs are initially measured at fair value, net of
directly attributable costs incurred.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Financial liabilities (Continued)

Financial liabilities at fair value through profit or loss
Financial liabilities at fair value through profit or loss include financial
liabilities held for trading.

Financial liabilities are classified as held for trading if they are acquired
for the purpose of sale in the near term. Derivatives, including
separated embedded derivatives, are also classified as held for trading
unless they are designated as effective hedging instruments. Gains or
losses on liabilities held for trading are recognised in profit or loss.

Where a contract contains one or more embedded derivatives,
the entire hybrid contract may be designated as a financial liability
at fair value through profit or loss, except where the embedded
derivative does not significantly modify the cash flows or it is clear that
separation of the embedded derivative is prohibited.

Subsequent to initial recognition, financial liabilities at fair value
through profit or loss are measured at fair value, with changes in fair
value recognised in profit or loss in the period in which they arise,
except for the gains and losses arising from the Group’s own credit
risk which are presented in other comprehensive income with no
subsequent reclassification to the statement of profit or loss. The net
fair value gain or loss recognised in the statement of profit or loss does
not include any interest charged on these financial liabilities.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t

For the year ended 31 December 2018

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Financial liabilities (Continued)

Financial liabilities at amortised cost

Financial liabilities at amortised cost including service cost payables,
other payables and accruals and borrowings are subsequently
measured at amortised cost, using the effective interest method. The
related interest expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when the liabilities are
derecognised as well as through the amortisation process.

Effective interest method

The effective interest method is a method of calculating the amortised
cost of a financial asset or financial liability and of allocating interest
income or interest expense over the relevant period. The effective
interest rate is the rate that exactly discounts estimated future cash
receipts or payments through the expected life of the financial asset or
liability, or where appropriate, a shorter period.

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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Notes to the Consolidated Financial Statements %45 & ¥ 7 # # Iff it
For the year ended 31 December 2018 #Z—F—/\F+_-A=+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (accounting policies applied from 1
January 2018) (Continued)

Derecognition

The Group derecognises a financial asset when the contractual rights
to the future cash flows in relation to the financial asset expire or when
the financial asset has been transferred and the transfer meets the
criteria for derecognition in accordance with HKFRS 9.

Financial liabilities are derecognised when the obligation specified in
the relevant contract is discharged, cancelled or expires.

Where the Group issues its own equity instruments to a creditor to
settle a financial liability in whole or in part as a result of renegotiating
the terms of that liability, the equity instruments issued are the
consideration paid and are recognised initially and measured at
their fair value on the date the financial liability or part thereof is
extinguished. If the fair value of the equity instruments issued cannot
be reliably measured, the equity instruments are measured to reflect
the fair value of the financial liability extinguished. The difference
between the carrying amount of the financial liability or part thereof
extinguished and the consideration paid is recognised in profit or loss
for the year.

Financial instruments (accounting polices applied until
31 December 2017)

Financial assets and financial liabilities are recognised when a group
entity becomes a party to the contractual provisions of the instrument.

Financial assets and financial liabilities are initially measured at fair
value. Transaction costs that are directly attributable to the acquisition
or issue of financial assets and financial liabilities (other than financial
assets and financial liabilities at fair value through profit or loss) are
added to or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition. Transaction
costs directly attributable to the acquisition of financial assets or
financial liabilities at fair value through profit or loss are recognised
immediately in profit or loss.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Financial assets

The Group's financial assets are classified into available-for-sale financial
assets, financial assets at fair value through profit or loss ("FVTPL")
and loans and receivables. The classification depends on the nature
and purpose of the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of financial assets
are recognised and derecognised on a trade date basis. Regular way
purchases or sales are purchases or sales of financial assets that require
delivery of assets within the time frame established by regulation or
convention in the marketplace.

Effective interest method

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

Interest income is recognised on an effective interest basis for debt
instruments.
Financial assets at FVTPL

Financial assets are classified as at FVTPL when the financial asset is (i)
held for trading or (ii) it is designated as at FTVPL.

A financial asset is classified as held for trading if:

it has been acquired principally for the purpose of selling in the
near term; or
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3. SIGNIFICANT ACCOUNTING POLICIES (Continuec)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Financial assets (Continued)

Financial assets at FVTPL (Continued)

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.

A financial asset other than a financial asset held for trading may be
designated as at FVTPL upon initial recognition if:

such designation eliminates or significantly reduces a
measurement or recognition inconsistency that would
otherwise arise; or

the financial asset forms part of a group of financial assets
or financial liabilities or both, which is managed and its
performance is evaluated on a fair value basis, in accordance
with the Group's documented risk management or investment
strategy, and information about the grouping is provided
internally on that basis; or

it forms part of a contract containing one or more embedded
derivatives, and HKAS 39 permits the entire combined contract
(asset or liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value, with any gains or
losses arising on remeasurement recognised in profit or loss. The
net gain or loss recognised in profit or loss excludes any dividend or
interest earned on the financial assets and is included in the ‘other
income, gains and losses’ line item.
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Notes to the Consolidated Financial Statements % & M 5 # 7% I 7t
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Financial assets (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives that are either
designated as available-for-sale or are not classified as (a) loans and
receivables, (b) held-to-maturity investments or (c) financial assets at
FVTPL.

Equity and debt securities held by the Group that are classified as
available-for-sale financial assets are measured at fair value at the end
of each reporting period except for unquoted equity investments
whose fair value cannot be reliably measured. Changes in the carrying
amount of available-for-sale debt instruments relating to interest
income calculated using the effective interest method, and changes
in foreign exchange rates, if applicable are recognised in profit or loss.
Dividends on available-for-sale equity instruments are recognised
in profit or loss when the Group’s right to receive the dividends is
established. Other changes in the carrying amount of available-for-
sale financial assets are recognised in other comprehensive income
and accumulated under the heading of investment revaluation reserve.
When the investment is disposed of or is determined to be impaired,
the cumulative gain or loss previously accumulated in the investment
revaluation reserve is reclassified to profit or loss.

Available-for-sale equity investments that do not have a quoted market
price in an active market and whose fair value cannot be reliably
measured are measured at cost less any identified impairment losses at
the end of each reporting period (see the accounting policy in respect
of impairment loss on financial assets below).
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Financial assets (Continued)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including loan
receivables, restricted bank deposits, finance lease receivables, service
income receivables, other receivables and deposits, deposits placed
with non-bank financial institutions and cash and cash equivalents)
are measured at amortised cost using the effective interest method,
less any impairment (see accounting policy on impairment loss on
financial assets below).

Interest income is recognised by applying the effective interest rate,
except for short-term receivables where the recognition of interest
would be immaterial.

Impairment loss on financial assets

Financial assets of the Group, other than those at FVTPL, are assessed
for indicators of impairment at the end of the reporting period.
Financial assets are considered to be impaired when there is objective
evidence that, as a result of one or more events that occurred after the
initial recognition of the financial asset, the estimated future cash flows
of the financial assets have been affected.

For all other financial assets, objective evidence of impairment could
include:

- significant financial difficulty of the issuer or counterparty; or
- breach of contract, such as default or delinquency in interest
and principal payments; or

- it becoming probable that the borrower will enter bankruptcy or
financial re-organisation.
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For the year ended 31 December 2018 #Z2 =F—NF+-H="4+—HIFFE

SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Impairment loss on financial assets (Continued)

Objective evidence of impairment for a portfolio of receivables
could include the Group's past experience of collecting payments,
an increase in the number of delayed payments in the portfolio past
the average credit period, observable changes in national or local
economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash
flows discounted at the financial asset’s original effective interest rate.

For financial assets carried at cost, the amount of the impairment loss
is measured as the difference between the asset's carrying amount
and the present value of the estimated future cash flows discounted
at the current market rate of return for a similar financial asset. Such
impairment loss will not be reversed in subsequent periods.

The carrying amount of the financial asset is reduced by the
impairment loss directly for all financial assets with the exception of
finance lease receivables, trade receivables and loan receivables, where
the carrying amount is reduced through the use of an allowance
account. Changes in the carrying amount of the allowance account
are recognised in profit or loss. When a finance lease receivable, trade
receivable or loan receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries of amounts
previously written off are credited to profit or loss.

For financial assets measured at amortised cost, if, in a subsequent
period, the amount of the impairment loss decreases and the decrease
can be related objectively to an event occurring after the impairment
was recognised, the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying amount of the
investment at the date the impairment is reversed does not exceed
what the amortised cost would have been had the impairment not
been recognised.
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SIGNIFICANT ACCOUNTING POLICIES (Continuea)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Financial liabilities and equity instruments

Debt and equity instruments issued by a group entity 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 the Group after deducting all of its liabilities. Equity
instruments issued by the Company are recognised at the proceeds
received, net of direct issue costs.

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.

Interest expense is recognised on an effective interest basis.

Financial liabilities

Financial liabilities (including service cost payables, other payables
and accruals, borrowings and deposits received from customers)
are initially measured at fair values and subsequently measured at
amortised cost using the effective interest method.

Derecognition

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 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.
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SIGNIFICANT ACCOUNTING POLICIES (Continued)

Financial instruments (accounting polices applied until
31 December 2017) (Continued)

Derecognition (Continued)

On derecognition of a financial asset in its entirety, the difference
between the asset’s carrying amount and the consideration received
and receivable is recognised in profit or loss.

Financial liabilities are derecognised when, and only when, the
obligation specified in the relevant contract is discharged, cancelled
or have expired. The difference between the carrying amount of the
financial liability derecognised and the consideration paid or payable is
recognised in profit or loss.

Equity-settled share-based payment transactions

Share options granted to employees

Equity-settled share-based payments to employees are measured at
the fair value of the equity instruments at the grant date.

The fair value of the equity-settled share-based payments determined
at the grant date without taking into consideration all non-market
vesting conditions is expensed on a straight-line basis over the vesting
period, based on the Group's estimate of equity instruments that will
eventually vest, with a corresponding increase in equity (share options
reserve). At the end of each reporting period, the Group revises its
estimate of the number of equity instruments expected to vest based
on assessment of all relevant non-market vesting conditions.. The
impact of the revision of the original estimates, if any, is recognised
in profit or loss such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to the share options
reserve.

When share options are exercised, the amount previously recognised
in share options reserve will be transferred to share premium. When
the share options are forfeited after the vesting date or are still not
exercised at the expiry date, the amount previously recognised in share
options reserve will be transferred to accumulated losses.
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For the year ended 31 December 2018 #Z—F—/\F+_-A=+—HIFZE

4,

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

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

Impairment of finance lease receivables, contract assets and
service income receivables

Before the adoption of HKFRS 9, for impairment of finance lease
receivables, contract assets and service income receivables, the Group
considers to make allowance for impairment based on the evaluation
of recoverability by the management’s judgement. A considerable
amount of judgement is required by the management in assessing the
recoverability of these receivables. Management has closely monitored
the recoverability and ensured adequate collaterals are received from
these customers. In determining the impairment for these receivables,
the management considers the creditworthiness, past collection
history and subsequent settlement of each customer, and also relevant
deposits received, pledge of leased assets and guarantees.
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KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)

Impairment of finance lease receivables , contract assets and
service income receivables (Continued)

Since the adoption of HKFRS 9 on 1 January 2018, the Group uses
a provision of matrix to calculate ECLs for finance lease receivables,
contract assets and service income receivables. The provision rates are
based on days past due for groupings of various debtors that have
similar loss patterns. The provision matrix is based on management’s
estimate of the lifetime expected credit losses to be incurred, which
is estimated by taking into account the credit loss experience, ageing
of overdue receivables, customers’ repayment history and customers’
financial position and an assessment of both the current and forecast
general economic conditions, all of which involve a significant degree
of management judgement.

The provision of ECLs is sensitive to changes in circumstances and of
forecast general economic conditions. The information about the ECLs
and the Group's finance lease receivables, contract assets and service
income receivables are disclosed in notes 18 and 20 respectively. If
the financial condition of the customers or the forecast economic
conditions were to deteriorate, actual loss allowance would be higher
than estimated.
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KEY SOURCES OF ESTIMATION UNCERTAINTY (Continued)

Valuation of goodwill

During the year ended 31 December 2016, the Group acquired
China Ever Grand Capital Group Limited (“Ever Grand Capital”) and
identified a goodwill in the acquisition. The value in use is determined
based on the cash flow projection for the cash generating units
("CGUs"), discounted to their present values and requires the use of
key assumptions, including the discount rate, terminal growth rate,
budgeted sales and gross margin, taking into account the financial
budget approved by the directors based on the management's
experience from the financial leasing business and also management’s
expectations for the market development. During the year ended
31 December 2018, impairment loss on goodwill of HK$63,000,000
(2017: HKS31,000,000) has been recognised to profit or loss. Where
the actual future cash flows are less than expected, or change in
facts and circumstances which results in downward revision of future
cash, further impairment loss may arise. As at 31 December 2018, the
carrying amount of goodwill was HK$9,373,000 (2017: HK$72,373,000).
Details of the recoverable amount calculation are disclosed in note 14.

Collectability of loan receivables

The Group makes provision for impairment of loan receivables based
on assumptions about risk of default and expected credit loss. The
amount of the impairment loss is measured as the difference between
the loan receivables carrying amount and the present value of
estimated future cash flows discounted at the financial asset’s original
effective interest rate (i.e. the effective interest rate computed at initial
recognition). During the year, impairment loss on loan receivables of
HK$29,948,000 (2017: Nil) has been recognised to profit or loss. Where
the future cash flows are less than expected, a material impairment
loss may arise. The aggregate carrying value of loan receivables at 31
December 2018 was HK$167,441,000 (2017: HK$125,036,000).
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WAEREEEELNREEENS
WA ~ TSI SR ER (R B AR TS B LA DA
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5. REVENUE 5.

Revenue represents finance lease interest income generated from
financial leasing, service fee income provided to outsiders and loan
interest income from provision of loan facilities.

Ao
2018 2017
—E-N\EF —E—tF
HKS$’000 HKS$'000
FHET FHET

Continuing operations BEREER

Service fee income RSB U A 31,384 134510
Finance lease interest income mEHEE R B U A 54,609 63,624
Loan interest income BEF B BA 4,530 -
90,523 198,134

With the adoption of HKFRS 15 from 1 January 2018, the
disaggregation of the Group's revenue from contracts with customers,

including service fee income and asset management advisory service

fee income, are as follows:

BT \F—-A-BRKFTENH
HFEAF SRR AEEREFPAH
WA BEREBRAREEEIREN

ARG BUA - DFRIAT -

2018 2017
—E2-N\FE | ZT—+F
HK$’000 HK$'000
THET FHET
Type of services R 7% kB A
Advisory service fee income BARBEUWA
— ata pointin time — KB 25,800 134,510
Asset management advisory service BEEBRHBARBERA—
fee income — over time R—BEREA 5,584 =
Total revenue recognised MEPERFTHER 2 AU A
from contracts with customers 31,384 134,510
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6.|fSEGMENT INFORMATION

Information reported to the executive directors, being the chief
operating decision maker (“CODM"), for the purposes of resource
allocation and assessment of segment performance focuses on the
nature of the operations of the Group.

Financial leasing

Terminal and logistics
services

Investment

Others

Specifically, the Group's reportable and operating segments under
HKFRS 8 Operating segments are as follows:

provision of finance lease consulting
services and financing services in the
PRC (‘Financial Leasing Segment”)

loading and discharging services, storage
services and leasing of terminal facilities
and equipment through investment in a
joint venture (Note)

investments in securities, investment
property and money lending business in
Hong Kong

research and development, manufacturing
and sales of food additives, new food
ingredients and nutritional enhancers in
the PRC (“Food Additives Business”)

Note: The segment result in 2018 represented share of result of the joint
venture from 1 January 2018 to 31 August 2018 (i.e. the date of the
disposal), while share of result of an associate in the remaining period
was separately shown in the unallocated profit or loss items.
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SEGMENT INFORMATION (Continued)

Segment revenue and results

The following is an analysis of the Group’s revenue and results by

reportable and operating segment:

For the year ended 31 December 2018

DEER ()
Pk L ONSES

NTARREEZAZ2RREEDHZ
LUNSES TPk

BE—F-N\F+-HA=1—HIF

E
Continuing operations
FEREER
Terminal
Financial  and logistics
leasing services  Investment Others Total
WER
MERE Wi RS RE Hitr @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET TET
Revenue KA
External sales HINEE 85,993 - 4,530 - 90,523
Segment (loss)/profit E(E8) /B F (65,441) 37,554 (59,116) (4,234) (91,237)
Other income, gains and losses  EL AR ~ Wizt R &5 18 4,081
Corporate expenses TESH (72,846)
Other expenses HipHx (1,524)
Loss on disposal of partial HE—FREeh%E
interest in a joint venture BrEERAET
and the grant of the call REREER
option (218,793)
Gain on derecognition of BUERANB AR Z
subsidiaries e 10,194
Share of result of an associate D —RE & A A
£ | 10,499
Loss before taxation BT AT E 1 (359,626)
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6.~ENT INFORMATION (Continued) 6. DEER (&)
~ Segment revenue and results (Continued) DHBRARESE (&)
For the year ended 31 December 2017 BE2_F—+F+_A="+—HIF
E
Continuing operations
Terminal
Financial  and logistics
leasing services Investment Others Total
BB R
BERE YRR RE Htf @5t
HKS'000 HKS'000 HKS'000 HKS'000 HK$'000
TET TEL TET TET FET
Revenue O
External sales HOMHE 198,134 - - - 198,134
Segment (loss) profit A (&8 )& (10932) 43508 (24,298) (367) 7911

Other income, gains and losses  EL 4 Y A ~ B zs &2

E#E 1642
Corporate expenses PETH (38,643)
Other expenses Hinf% (540)

Loss before taxation BREiRIE B (29630)
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SEGMENT INFORMATION (continued) 6. DEER (&)
Segment revenue and results (Continued) DEUBARELE (&)
The accounting policies of the reportable and operating segments A] 20 RS D BRI R BCR B
are the same as the Group's accounting policies described in note 3. Frifl 2 NE B S EHEER — B D EbELA
Segment results represent the profit earned or loss incurred by each TEDEBRI 2 aFREEZ S
segment without allocation of certain other income, certain other TEFEETHMUYA & T H &
gains and losses, loss on disposal of partial interest in a joint venture EE - HE—REeE XD ER RIK
and the grant of the call option, gain on disposal of subsidiaries, share HREIRE BE  DEMBAT I
result of an associate and corporate expenses. This is the measure W DB —RBMENRIZEERDES
reported to the CODM for the purposes of resource allocation and 7 Al ERMEZEERRENR
performance assessment. HERBERDERR A EEE-
Segment assets and liabilities PTHEEREE
The following is an analysis of the Group's assets and liabilities by AT RASEIRA 2| R &2 HBE
reportable and operating segment: PDREERBEIN:
At 31 December 2018 R=-FE-NF+=ZA=+—H
Continuing operations
RFELSEER
Terminal
Financial  and logistics
leasing services  Investment Others Total
BHEK
MERE YR IR % RE Hith @t

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TER TRRT TER

Segment assets NHEE 1,184,885 - 139,668 8,556 1,333,109
Interest in an associate R—FBERA 2 s 315,706
Unallocated corporate assets AN I Z EEEE 230,060
Consolidated assets GEEE 1,878,875
Segment liabilities NEEE 885,127 - 296 396 885,819
Unallocated corporate liabilites KA E 2 ¥ & 65,355
Consolidated liabilties ReAf 951,174
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6. SEGMENT INFORMATION (Continued)

y
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6. DEER (&)

Segment assets and liabilities (Continued) PEHMEEREE (&)
At 31 December 2017 —+Ff+=ZA=+—H
Continuing operations
REARER
Terminal
Financial and logistics
leasing services Investment Others Total
BN
HEHE mink ) i @t
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TR FAT  TET TR AR
Segment assets PEEE 1,563,881 83125 105,177 4090 2,504,404
Unallocated corporate assets RABAREE 80,185
Consolidated assets GREE 2,584,589
Segment liabilities PHEE 1,179,659 - 14,804 - 1194463
Unallocated corporate liabilites ~ AABZ 0¥ AR 35718
Consolidated liabilties HRBRE 1,230,181

resources among segments:

For the purposes of monitoring segment performances and allocating

R

- all assets are allocated to reportable and operating segments -
other than an office premise for administrative purpose, certain
other receivables, certain deposits placed in non-bank financial
institutions and certain cash and cash equivalents; and

- all liabilities are allocated to reportable and operating segments -
other than certain other payables, certain tax payables, financial
liability at FVTPL and deferred tax liabilities.
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6. SEGMENT INFORMATION (Continued) 6. DHER (&)
Other segment information Hivp HER
For the year ended 31 December 2018 BE-—FE-NF+ZHA=+—HIF
E

Continuing operations

BERERY
Terminal
Financial  and logistics
leasing services Investment Others  Consolidated
BER
REHE WRERH RE Rt g8
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TER TER TER TER TER

Amounts charged (credited) in ~ REFFESBEHER
the measure of segment profit PHEENR

or loss or segment assets: GUNEE =R
Additions of property, RENE BERE

plant and equipment 9 - - 5,759 5,768
Depreciation of property, nE BEREEINE

plant and equipment 337 - - - 337
Change in fair value of equity BLTEERBERIIEL

investments at fair value BABEZ ATEET

through profit or loss 8,824 - 37,544 - 46,368
Interest income from loan receivables FEUUE 3 2 F S WA (5,243) - (4,530) - (9,773)
Finance lease interest income BEREFEWA (54,609) - - - (54,609)
Interest expenses (included in cost ~ FI 8 F X (RF ARBHKA)

of services) 49,494 - - = 49,494
Impairment loss on goodwill HEREER 63,000 - - - 63,000
Impairment loss on finance BERERKFRERE

lease receivables 1,553 - - - 1,553
Impairment loss on loan receivables  FEE BB B 4,439 - 25,509 = 29,948
Share ofresult of ajoint venture D E—FAEPEEE - (37,554) - - (37,554)

Amounts reqularly provided tothe BRI EEERRE
chief operating decision maker BB IR E
but not included in the measure A S BEAFA:
of segment profit or loss:

Income tax credit ERES (391) - (22) = (413)
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G.ﬁMENT INFORMATION (Continued) 6. DEER (&)
~ Other segment information (Continued) Hibp HER (&)
For the year ended 31 December 2017 BE2_F—+F+_A="+—HIF
E
Continuing operations
BELEEEK
Terminal
Financial and logistics
leasing services Investment Others Consolidated
BER
BERS miniRE RE At e
HKS'000 HK$'000 HK$'000 HKS'000 HKS'000
Tin Tir Tir TiEn Tir
Amounts charged (credited) in -~ REFFEAFBEXD H

the measure of segment profitor ~ EENE (5FA)

loss or segment assets; Mg
Addition to non-current assets (Note) R E JEREE & (M) - - - 686 686
Additions of property, RENE BERE

plant and equipment 17 - - - 17
Depreciation of property, nE BEREEINE

plant and equipment 695 - - - 695
Changeinfairvalueof heldfor ~ F{EEEREC ATEED

trading investments 601 - 25984 - 26,585
Interest income from JERET 2 FIBHA

[oan receivables (7395) - (2252) - (9647)
Finance lease interest income HERER WA (63624) - - - (63624)
Interest expenses MEBZ GIARBHKE)

(included in cost of services) 47017 - - - 47017
Impairment loss on goodwil BHEREEE 31,000 - - - 31,000
Interest in a joint venture R—%4& Mﬁé%?&ﬁﬁ - 831236 - - 831,236
Share of esult of ajoint venture  DE—RAEPEEE - (43508) - - (43508)
Amounts reqularly provided o the T HiFIE B4 EREE

chief operating decision maker ~ REHBRBERTE

but not included in the measure of D EHIBZMFIB :

segment profit or loss:

Income tax expense FERE 5974 - 85 - 6059

Note: Non-current assets excluded property, plant and equipment, finance
lease receivables and other financial instruments.

M FRBDEETEEYE BEER
AEHERIGRREMERT A -
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SEGMENT INFORMATION (Continued) 6. DEER (&)

Information about major customers ERFEEFEHR

Revenue from customers of the financial leasing segment of HEFERERMEEENHBERMALE
corresponding years contributing over 10% of total sales of the Group ERHEREmI0% s TP ZIWALT

are as follows:

Continuing operations

BREREXK
2018 2017
—8-N\E | “T L%
HK$’000 HK$'000
FHET FHET
Customer A ZPEH 29,650 36,222
Customer B 5P 18,678 N/ATE A
Customer C ®PA 9,304 N/AZ 3 A
Customer D BFT N/ATE A 51,782
Customer E BEPIK N/ATREA 27,297
! The corresponding revenue did not contribute over 10% of the total ! HERAYEERAEBEKA SR
revenue of the Group. 10% °
Geographical information b 9 & R
The Group's financial leasing, terminal and logistics services divisions NEE 7 ERE - 1EERYIRRES
and Food Additives Business are located in the PRC. Investment ERLA N B SR N A A A R B -
division is located in Hong Kong. Locations are determined according WESAINE S B iR E
to principal place of operating the businesses. Except for a revenue BEMWHET BRRAFEEETEE
amount of HK$4,530,000 was generated in Hong Kong during the 47 &R /R4,5300008 T2 WA (ZF
current year (2017: nil), the remaining amount of HK$85,993,000 (2017: — 4 ) SN 82T § 5885,993,00058
HK$198,134,000) was generated in the PRC. JL ( ZZ—+4F 1 198,134,000/ 7T ) Thid
REEA -
The following is an analysis of the carrying amount of non-current AT ABIREEMEEE DT 2 IE
assets (Note) analysed by the geographical location and in which the RENEE (M) BEmEm DT :
assets are located:
2018 2017
—B-N\E | —T—+4&
HK$’000 HK$'000
FTHERT FHET
PRC ST 331,112 904,295
Hong Kong aBE 24,304 25471
355,416 929,766
Note: Non-current assets excluded finance lease receivables and other Mz ERBDEETOEREHERETIR

financial instruments. HibegITH-
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ER INCOME, GAINS AND LOSSES 7. HWA -WEREE
inuing operations HESEEK
2018 2017
“EB-N\NFE | —T—+tF
HK$'000 HK$'000
FHExT FHET
Other income Hilg A
Interest income from loan receivables RN E Sz F B A 5,179 9,647
Interest income from banks and non-bank & B 817 M FEER 7T & B IK B
financial institutions Z R BYA 5,243 2,995
Dividend income from financial assets at REZRAFEBBRERYE
fair value through profit or loss ZEREEZREWA 1,212 -
Rental income el A - 155
Government grants (Note) IRAT R BY (BEE) - 4,552
Sundry income MU A 216 3414
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OTHER INCOME, GAINS AND LOSSES (continued) 7. HttA REREBE (&)
Continuing operations (Continued) BEREXEK @)
2018 2017
—EBE-NFE | ZZT—tF
HK$’000 HK$'000
FHExT FHET
Other gains and losses Hitt = REE
Change in fair value of held for BIEEEREZATEED
trading investments - (26,585)
Change in fair value in financial assets BRATFEBEBERIIEZ
at fair value through profit or loss TREEC N TEESD (46,368) -
Change in fair value in financial liability BRATEERIERIIEZ
at fair value through profit or loss TRBECATEEE 4,848 -
Impairment loss on loan receivables FEWEFREEE (29,948) -
Impairment loss on finance lease receivables Bt & & UG 2 R B E 18 (1,553) -
Impairment loss on other receivables H i FE OB (B 5 18 (800) -
Net foreign exchange losses b 5 &1 F R (1,047) (168)
Loss on disposal of property, HEWME- BERREESE
plant and equipment - (132)
Gain on derecognition of subsidiaries BUB R B A 5l 2 W 10,194 -
Others Efh (3,000) =
(67,674) (26,885)
Note: The amount represents government subsidies from local finance bureau MHEE : RZRIEIR R A7 BB 2 BT RS AL -
which are calculated by reference to the amount of tax paid and based Ty 2R A Bk RAR R 10 77 BUR AR
on fulfilment of certain conditions in accordance with the rules and MR AR 2 B TIRIFER B R

regulations issued by the local government. -
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8. DIRECTORS, CHIEF EXECUTIVE AND EMPLOYEES 8. EE-XFETHAEREE
EMOLUMENTS A
Directors and chief executive emoluments EERFETHAEHMH
The emolument paid or payable to each of the directors and chief ENENSEEEREETRAEZ
executives were as follows: T
For the year ended 31 December 2018
BE-F-N\E+ZA=t-HLEE
Retirement
Salaries benefits
and other Discretionary  Share-based scheme
Fees benefits bonus payments  contributions Total
#eR R4 B BHRER
e HipER mERL ERzIf RIS @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T
(Note 4)
GED)
Executive Directors HITES
Mr. Wong Lik Ping INTEE - 5,220 31,305 - 18 36,543
Mr. Lai Ka Fai (Note 1) PEEEE () - 1,885 460 - 18 2,363
Mr. Tao Ke BakE - 1,200 300 - 18 1,518
Mr. Qiao Weibing BRERE - 1,766 150 - 18 1,934
Sub-total g - 10,071 32,215 - 72 42,358
Non-executive Director FHTES
Ms. Yeung Sau Han Agnes (Note 3) 55 22 £ (Hi#3) - 154 - - - 154
Subtotal g - 154 - - - 154
Independent non-executive  BIFHTEE
Directors
Mr. Goh Choo Hwee RERLE 180 - 100 - - 280
Mr. U Keng Tin REREAE 180 - 100 - - 280
Mr. Ho Hin Yip AERE 180 - 100 - - 280
Subtotal g 540 - 300 - - 840
Total & 540 10,225 32,515 - 7 43,352




8.

DIRECTORS, CHIEF EXECUTIVE AND EMPLOYEES

EMOLUMENTS (Continued)

Directors and chief executive emoluments (Continued)

Notes to the Consolidated Financial Statements %: & M % 8 7 Iff it
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

8. EE -FEMTHRAEBKREER

N (40

EERERITHASHM

(%)

For the year ended 31 December 2017
BE-T-tE+t-R=t+-BLEE

Retirement
Salaries benefits
andother  Discretionary  Share-based scheme
Fees benefits bonus payments  contributions Total
FER BE  HRhAR  RAEEW
we  HthER A ERZAFE  HEMR @t
HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
Tix Tiax Tix Tix Tiax Tix
(Note 4)
(MizE4)
Executive Directors HITES
Mr. Wong Lik Ping INFERE - 5610 2,584 - 18 8212
Mr. Lai Ka Fai (Note 1) FeEr s (f) - 1475 45 - 18 1945
Mr. Tao Ke (R - 1,200 150 - 18 1368
Mr. Qiao Weibing BRERE - 1,89 75 - 18 1,989
Sub-total Nt - 10,181 3261 - 7 13514
Chief executive THER
M. Liu Bing (Note 1) Bk (W) - 2454 - . 17 2471
Non-executive Directors FYTES
Mr. Cheng Kok Woo (Note 2)  EBEIRSL A (BiI3E2) - - = = : =
Ms. Yeung Sau Han Agnes (Note 3) B & & + (Fif353) - 260 = = = 260
Sub-total g - 260 - - - 260
Independent non-executive  BUFHTES
Directors
Mr. Goh Choo Hwee RERLA 180 - 3 - - 203
Mr. UKeng Tin REXRREE 180 = 3 - = 203
Mr.Ho Hin Yip WiTERE 180 = 23 = = 203
Sub-total It 540 - 69 - - 609
Total @it 540 12,895 3330 = 89 16854
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"' 8. DIRECTORS, CHIEF EXECUTIVE AND EMPLOYEES 8. EEF - FETHAEBRES
EMOLUMENTS (continued) £ NG =)
Directors and chief executive emoluments (Continued) EERFETBRASH M
(%)

Notes: B 5

(1) Mr. Lai Ka Faj, the existing executive director of the Company, has taken (1) ARARRERTEEREELLDDR
up the position of chief executive officer in place of Mr. Liu Bing with REKFEELETREHBL 8 =F
effect from 6 November 2017. —tF+—ARARER

(2)  Mr. Cheng Kwok Woo resigned as a non-executive director of the Q  BEMEEBREARFFRTES
Company with effect from 1 June 2017. BT —tFRA-HRBREX

(3)  Ms. Yeung Sau Han Agnes resigned as a non-executive director of the B BEBZIBERARFENTES
Company with effect from 3 August 2018. BE-Z-NFNAAZHRER-

(4)  The discretionary bonus is based on operating appraisal results and basic ) MIEEANRBEETBERREE
salary of each director with reference to the contribution to the Group E2EAF S 2REAKEZFELE
for the annual operating results and the individual performance. REERMREARRAEE -

Employee emoluments & & i

The five highest paid employees of the Group during the year included FA AEREERSTEEBRFILE

four directors (2017: three directors and one chief executive), details of H(ZE—tF 3RESRIRBREBT

whose remuneration are set out above. Details of the remuneration for BAB)  BEFMFBEHN L3
the year of the remaining one (2017: one) highest paid employee who MR (ZE—+EF 8)WIFEARF
is neither a director nor chief executive of the Company is as follow: EENFBTHAENGESFHEESF
NEBFFBOT

2018 2017

—E-N\F —T—+tF

HK$’000 HK$'000

FET FET

Salaries and other benefits e RHAMET 1,300 518

Discretionary bonus BB TEAT - 972

Retirement benefits scheme contributions 3R R1& F 5T 214 3 18 28
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DIRECTORS, CHIEF EXECUTIVE AND EMPLOYEES 8. EE FEMTHABREER
EMOLUMENTS (Continuea) £ M@ =)
Employee emoluments (Continued) EEZHM &)
The number of the highest paid employees who are not the directors WIHARREERFEITHAE - A
and chief executive of the Company whose remuneration fell within BN TIHEEANTRSHEEAH
the following bands is as follow: N
2018 2017
—E-N\E | ZE—+tF
No. of No. of
employee employee

BEAR EEAB

HKS$1,000,001 to HKS$1,500,000 1,000,001/ 7T 21,500,000/ JT 1 -
HKS$1,500,001 to HK$2,000,000 1,500,0017% 7T 22,000,000 JT - 1
During the year, no emoluments were paid by the Group to any of the FA - AREREREAESREET
directors or chief executive as an inducement to join or upon joining A B AR M ERE AN
the Group or as compensation for loss of office. None of the directors AREE % 2 2R S AEABERE - 3
waived any emoluments for both years. BEETHEMBEFEANZEMHME -
TAXATION 9. H1E
2018 2017
—E-N\F | ZE—+tF
HK$’000 HK$'000
FHExT FHET
Continuing operations BEKSEER
Current tax: BVEARR IS :
Hong Kong Profits Tax BBFEH - =
PRC Enterprise Income Tax ("EIT") B 1 3 TS A
(IEMmBTH]) - 4,612
PRC withholding tax PR TER 23,035 1,084
23,035 5,696
Overprovision in prior year: RS RS
Hong Kong Profits Tax BEBFEH (22) (16)
Deferred tax (credit)/expense for AFEEELEHE (EE), X
current year (9,545) 379
Taxation for the year NEEHIE 13,468 6,059




|
\
‘\
.\\
Note
#fe arendedj'IDecemberZOlB B2 —F— )\ F+A=+—HIFEF

\?

,/’"

9. TAXATION (Continued) 9.

Hong Kong Profits Tax is calculated at 16.5% of the estimated
assessable profit.

EIT is calculated at 25% of the estimated assessable profits of
an subsidiaries operating in the PRC.

PRC withholding tax represents withholding tax on the estimated
capital gain tax arising from the disposal of partial interest in a joint
venture as well as the dividend received from a PRC subsidiary.

wdwme%WMMMwMMwmmwwnﬂﬁﬁﬁw

BLIE (#)
BB RIS BRI RBUE R 2 16.5%
HEL

D

EEMEHRRNTELE 2MERA
Z b AR B M) 2 25%=1 &

FEBEMMELE - REEDEED
RamELZ At EAEER N LD R
—HKPEHE R RS TR -

The taxation for the year can be reconciled to the loss before taxation RAEBRRIAFEBIBHERTA
per the consolidated statement of profit or loss as follow: EEE AR T
2018 2017
—B-N\F | —T—+F
HK$’000 HKS'000
FExT FET

Loss before tax for the year from continuing 2R B iFE L& ¥ 2 AFE

operations BRELRTE R (359,626) (29,630)
Tax at at the domestic income tax rate REIAMSHBEERAE 2HIE

(note) (PH&E) (62,197) (3214)

Tax effect of expenses not deductible MBBME MRS L2

for tax purpose MEwE 51,161 12477
Tax effect of income not taxable for PGS BERRBAZ

tax purpose Mgwe (2,773) (2,397)
Tax effect on share of result of a DE—REEDEEREZ

joint venture MBTE (6,196) (7179
Tax effect on share of result of an associate D — KL R A 2 HIEFE (1,732) -
Tax effect of withholding tax at 5% HASEEBE AR 20N HEZ%T% ﬂ

on the distributable profits 5%t BRI o &

of the Group's associate (8,897) -
Withholding tax on capital gain on share —REELEDBOER ZRG

transfer of partial interest in a joint venture  $238 EE A & ZANI8(E 2 FEFNFE 22,778 -
Overprovision in prior year BEFERERE (22) (16)
Tax effect of tax losses not recognised RERRIBEBRE L HETE 21,346 6,388
Taxation for the year NEEHIE 13,468 6,059

concerned is used.

Note: The domestic tax rate applicable to profits in the tax jurisdictions

ES

Wit RRERRBESEENEMNERER
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10. LOSS FOR THE YEAR 10. XFEEHE
2018 2017
—E-N\E | ZZT—+F
HK$’000 HK$'000
FET FHET
Loss for the year from continuing REFBREEB 2 ANFEER
operations is arrived at after charging: T % T 5 S IR B
Auditor's remuneration ZE AT EN & 1,500 1,100
Depreciation of property, plant and W WEREEITE
equipment 1,824 1,787
Interest expenses (included in cost FERZ (G ARBAEA)
of services) 49,494 47,017
Minimum lease payment in respect HEWMH 2 HIEHEERK
of rental premises 4,861 4,039
Staff costs: BT :
Directors’ and chief executive’s EERFEBTHAEMS
emoluments 43,352 16,854
Other staff costs EfhE TA
— Salaries and other benefits — e hEMEF 23,018 25,940
— Retirement benefits scheme — RIREFFT B
contributions 1,635 2,159
68,005 44,953
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LOSS PER SHARE
For continuing operations

11.

The calculation of the basic and diluted loss per share from continuing
operations attributable to the owners of the Company is based on the

following data:

No R nsolidated Financial Statements £ LA MBERENGG
ﬁfe vear ended 31 December 2018 # 2 —F—/\F1+-A=1+—HIFZE

TRER

REKERE

RDFRA AEEREBELLET
2 SR EAR R A TR A T B

SO g

2018 2017
—E-N\F | ZT—+tF
HK$’000 HKS'000
FHExT FHETT
Loss EiE
Loss for the year attributable to the RABIHRE ANELZ
owners of the Company REEEE (372,098) (42,654)
Less: Loss for the year from discontinued 8l : RE B IHE ¥ 2
operation KFEEE - 114
Loss for the purpose of basic HEUASERBFELCEEB 2
and diluted loss per share EREARREEEE 2 BE
from continuing operations (372,098) (42,540)
2018 2017
—E-N\E | ZZT—+F
‘000 ‘000
T & T %
Number of shares RHAEAR
Number of ordinary shares for the purpose  #& AT E SR EREIE 2
of basic loss per share TR EE 11,919,198 11,919,198
Number of ordinary shares for the purpose  #& AT E SR E# B EE 2
of diluted loss per share L@z E R 11,919,198 11,919,198

The computation of diluted loss per share for the years ended 31
December 2018 and 2017 does not assume the exercise of share
options granted by the Company as the exercise price of those options
was higher than the average market price for shares.

HEHEE T N\FR-_T—LF
TZAZ=T-BULEFEZEREEE
BE I ARBRRA QB FTE H B ARE
TEMER AR ZFERENTT
EESREDOFHME-
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LOSS PER SHARE (Continued)
For continuing and discontinued operations

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

11.

BRER (%)
FERCRILEERE
AR A E FERE R
BEEH 2 SREAREEHBRADL
RT3 a8 -

2018 2017
—E-N\NF | ZT—tF
HK$’000 HKS'000
FER FET
Loss =]
Loss for the purpose of basic and HUAAESRERAREEBHE
diluted loss per share (loss for the year EiE (RNRARHEE AL Z
attributable to owners of the Company) NEEERE) (372,098) (42,654)

The denominators used are the same as those detailed above.

For discontinued operation

Basic and diluted loss per share for the discontinued operation is HKNil
cent per share (2017: basic loss per share is HK0.001 cent per share),
based on the loss for the year from the discontinued operation of
HKSNil (2017: HK$114,000) and the denominators detailed above.

DIVIDENDS

No dividend was paid or proposed for ordinary shareholders of the
Company during the year ended 31 December 2018, nor had any
dividend been proposed since the end of the reporting period (2017:
Nil).

12.

PR B EXE a3 BHAR T -

ERIEREEK
ERIETEEEB 2 BREAREEE
BAESERTHBI (2 —+&F  GHE
AEEAFR001EI) REXEE
RIMSEE 2 AFEBIETET (=
T—EF 1114000/ 70) M EXGRFILZ
DRHEBE-

RS
AARRBE-_FT-—N\F+=A
=t—RALFEREARRRERBK
BRI A BRI - RIS HR
ITEZRRNEMNRE (ZE—+t
FE)
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13ﬁOPERTY, PLANT AND EQUIPMENT 3. NE-BERSZE
L
Leasehold Plant,
Leasehold improvement,  machinery
landand furniture and and Motor
buildings fixtures  equipment vehicles Total
HEME
HE #B-H5E BE #3
._ tEEF  REE  REk HE @it
— HK$'000 HKS000 HK$'000 HK$'000 HKS$000
FET TER FET TER FET
cost B
At 1 January 2017 RZZ—+t$—-H—R - 58 495 3,206 3,759
Exchange differences [ERZEm - - 80 1360 1440
Additions NE - - 17 - 17
Disposals HE - - (69) (3,090) (3159)
Transfer from investment BRARENE
properties 26,200 - - - 26,200
At 31 December 2017 RZE—+F+ZA
=+-H 26,200 58 523 1476 28,257
Exchange differences EHER - - (44) 3 (47)
Additions NE - 6 5,762 320 6,088
Disposals HE - - 22 (243) (265)
At 31 December 2018 RZE-N\F

+=B=+-8 34,033
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13. PROPERTY, PLANT AND EQUIPMENT (Continued) 13. ME - BERKE#E)
Leasehold Plant,
Leasehold improvement,  machinery
landand furniture and and Motor
buildings fixtures  equipment vehicles Total
HEME

HE (6 KR KFE #=

T RET REE e AE wct

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TAT TAT TAT TAT TAT

DEPRECIATION AND IMPAIRMENT #7 8 R i &

At 1 January 2017 RZE—+5—A—H - 45 214 1844 2,103
Exchange differences EHESR - - (38) 1275 1237
Charge for the year AEEZH 873 8 110 79 1787
Eliminated on disposal o5 B 4 - - (19 (3,008) (3027)
At 31 December 2017 RZE—+tF

+ZA=+—H 873 53 267 907 2,100
Exchange differences EHER - - 19 (46) (27)
Charge for the year REEXH 1310 - o) 422 1824
Eliminated on disposal i e A 8 - - o) (181) (202)
At 31 December 2018 R-E-N\E

+=ZA=+-H 2,183 53 357 1,102 3,695
CARRYING AMOUNTS REE
At 31 December 2018 RZZ-N\§

+ZA=1+-H 24,017 1 5,862 448 30,338
At 31 December 2017 RZT—+F

+-A=+—H 25,327 5 256 569 26,157
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PROPERTY, PLANT AND EQUIPMENT (Continued) 13. X BERRE#)

Property, plant and equipment are depreciated on their costs less their YEE -~ B R 3% 48 DA H A SR & g
residual values on a straight-line basis over their estimated useful lives BEERESENEMGAIEAEH
as follows: AFENT:
Leasehold land and buildings 20 years HEIWREF 20F
Leasehold improvements, 3to 5 years or over lease term, HEMERE. 32555
furniture and fixtures whichever is shorter HKARKE RIEERA
(AR E R%E)
Plant, machinery 5to 10 years = - #es K SE10F
and equipment B
Motor vehicles 3 to 8 years B 3EBEF
The leasehold land and buildings are held under medium term leases HETHREFRIERPENTEL
and are situated in Hong Kong. REE -
14. GOODWILL 14, BHE
2018 2017
—E-N\E | ZT—+tF
HK$’000 HK$'000
FTHET FHET
Cost %N
At 1 January and 31 December R—A—BER+=ZA=+—H 103,373 103,373
Accumulated impairment losses it BEEER
At 1 January n—H—H (31,000) -
Impairment losses recognised in the year 4 (R AT HE R BY Rk B /&5 18 (63,000) (31,000)
At 31 December R+=ZA=+—H (94,000) (31,000)
Carrying value as at 31 December R+ A=+—HMEKEE 9,373 72373
For the purposes of impairment testing, goodwill has been allocated RIFREARN BREDERES TR
to certain cash generating units (‘“CGUs"), comprising all subsidiaries in SEEEN( U‘Efﬁiiﬁj ) B

the Financial Leasing Segment. MERESBZABERBEL
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14. GOODWILL ontinued)

During the year ended 31 December 2018, the Group recognised an
impairment loss of HK$63,000,000 (2017: HK$31,000,000) in relation to
the goodwill due to an unfavorable change in the market conditions
in the PRC which lowered the management’s expectation in respect to
the expected lease volume and overall profitability in the future.

The basis of the recoverable amount of the CGUs of Financial Leasing
Segment and its major underlying assumptions are summarised
below:

As at 31 December 2018, the recoverable amount of the Financial
Leasing Segment was HK$9,373,000 (2017: HK$72,373,000), which has
been determined based on a value in use calculation. That calculation
uses cash flow projections based on financial budgets approved by
management covering a 5-year period (2017: 4-year period), and
pre-tax discount rate of 14.32% (2017: 13.57%). The Financial Leasing
Segment's cash flows beyond the 5-year period (2017: 4-year period)
are extrapolated using a steady 3% (2017: 2.5%) growth rate. This
growth rate is based on the relevant industry growth forecasts and
does not exceed the average long-term growth rate for the relevant
industry. Other key assumptions for the value in use calculations relate
to the estimation of cash inflows/outflows which include budgeted
revenue and gross profit, such estimation is based on the unit's
past performance and management’s expectations for the market
development. Management believes that any reasonably possible
change in any of these assumptions would not cause the aggregate
carrying amount of the Financial Leasing Segment to exceed the
aggregate recoverable amount of the Financial Leasing Segment.

14.

BE (&)
#HEz_Z—-N\F+=—A=+—81
FE - AEECHEAEEFTEZRNE
&5 18 563,000,000 T (Z & —tF:
31,000000/ 7T ) - Ty EI TSR
RN FE B B IR B TE AR & 8
ERARREBRAGE N 2B EFT
PR AK o

BMERESBNASEEEMZ AT
CleE7AEEEREFEHERRK
WA

RZEBE—N\F+-_A=+—H @&
FAE 302 AUk el £ 58 49,373,000/ 7T
(ZZT—+4F:72373000/870) ' BARIE
FEREBEZFTEMET  ZEEAR
BREBREHECAFH (22—

FNFH)MBEERECBERE
TER R ATRAIR R 1432% (ZZF —+
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(@)

Province of the PRC.

The Group indirectly owned 50% of the equity interests in Rizhao
Lanshan. Rizhao Lanshan is a Sino-foreign joint venture company
established in the PRC and engaged in provision of terminal and logistics
services including loading and discharging, storage and transfer of iron
ore, steel products, timber and other goods and leasing of terminal
facilities and equipment in Lanshan Harbour, Rizhao Port, Shandong

(@)

15. INTEREST IN A JOINT VENTURE 15. R—RE %"J’E%Z%é

Details of the Group's investment in a joint venture are as follows: AEBR—REEREZREFBFN

T
2018 2017
ZE-N\F | _Z—+F
HK$’000 HKS$'000
FTHET FHET
Cost of investment in a joint venture, R—REBLEZIRERA
unlisted JEET - 594,056
Share of post-acquisition profits, DU 18 5 7
net of dividends received (IR E WA E) - 237,180
- 831,236
Details of the Group's joint venture at the end of the reporting period REENEEPERREPRFBEN
are as follow: Dk
Form of business Proportion of
structure and country nominal value of Proportion of
Nominal valueof  of registration registered capital voting rights
Name of entity registered capital  and operation held by the Group held by the Group Principal activities
EBERYA
URERR AREMEERER AREAE
BEEH dMEAzEE SEEX ZEELAH REELA IERH
2018 2017 2018 2017
ZE-N\E| CRF | ZB-N\EF| CEF

Rizhao Lanshan RMB430,000,000 Sino-foreign 50% 50% Loading and discharging services,
Wansheng Harbour joint venture storage services and leasing
Company Limited company, PRC of terminal facilities
('Rizhao Lanshan’) and equipment
(Note a)

ARELBZEZAR  ARBa0000000 FHEERE PE KHR% HRrRE
BEAR ([RREL]) REBEERBARE
(Wtsta)

Notes: B 7 -

AEE RS B R E L5002 A
BRELD—KRPEKLZFHE
BhE LEEATEILRERRERL
BREBEMRRY 2BKHR
BEHEL  WRER AMEEGY
fh v DA R AR A5 SR AR A AR AR
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15. INTEREST IN A JOINT VENTURE (Continued) 15. R—REELEZER (B
Summarised financial information of the joint venture EELECHBERSE
Summarised financial information in respect of the Group's joint FHAKEALEREZMBENBRS
venture is set out below. BN T

The joint venture is accounted for using the equity method in these BEPERZFLEEMBIRERATILA

consolidated financial statements. AN
Rizhao Lanshan H 7 & L
2018 2017
—E-N\F —T—+F
HK$’000 HKS'000
FHET FHET

Current assets REEE = 263,523
Non-current assets EREEE = 1,791,782
Current liabilities mEBEE - (223,484)
Non-current liabilities EREBARE - (249,247)

The above amounts of assets and liabilities include the following: FEERAGESEAENTSIE:

2018 2017

“B-N\F | ZT—+F

HK$’000 HK$'000

FET FHET

Cash and cash equivalents RekBeFEY - 56,557

Current financial liabilities nmBERAE (TRIEEN

(excluding trade and other payables AR R B B At PE AN R R BB A )

and provisions) - (222,404)
Non-current financial liabilities FnBemas (TeEEEN
(excluding trade and other payables BR BN I oAb FE A SR R B4

and provisions) - (195,714)
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INTEREST IN A JOINT VENTURE (Continued) 15. R—REELEZER (B
Summarised financial information of the joint venture CELECHBERSE
(Continued) (%)
Rizhao Lanshan (Continuec) HEEE L (%)
2018 2017
—EB-N\NE | —T—+tF
HK$’000 HK$'000
FER FAET
(Note)
(MiaE)
Revenue A 316,097 456,969
Profit for the year and total comprehensive 7N &35 | & R F £ 2
income for the year W e B 58 76,763 87,016
Dividends received from the joint venture ~ AFEBREEEZRE
during the year - _

The above profit for the year includes the following:

ERAARFERENEBATEER:

2018 2017

—E-N\E —tF

HK$'000 HK$'000

FET FHET
Depreciation and amortisation PTE R (32,899) (76,056)
Interest income FEWA 92 54
Interest expense kNS (10,226) (20,531)
Income tax expense FrsHiF= (26,544) (24,946)

Note: The financial information in 2018 represents the result of a joint venture
for the period from 1 January 2018 to 31 August 2018 (completion date
of disposal).

e

R N\FUBEMERE-F

—N\F-A—-BEEz

—ZT—)\F

NA=Z+—H (el EBH#)

1E B o3 i —

RAaEhEZE
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15. INTEREST IN A JOINT VENTURE (Continued) 15. A—REELEz2ER &)
Summarised financial information of the joint venture BETECHBERNME
(Continued) (%)

Rizhao Lanshan (Continued) HEELL (&)

B BERE R EHRERA
PR AR & 1L 2 et 2 AR E(E EY

Reconciliation of the above summarised financial information to the
carrying amount of the interest in Rizhao Lanshan recognised in the

consolidated financial statements is as follows: BRGNS
2018 2017
ZE-N\F | ZZ2—+F
HKS$’000 HKS'000
FHET FHET
Net assets BEFE - 1,582,574
Proportion of the Group's ownership AEERBRRILZ
interest in Rizhao Lanshan HEEER 2L = 50%
- 791,287
Goodwill (G - 39,949
Carrying amount of the Group’s interest ~ NEBERBRBEILZ
in Rizhao Lanshan 7 REE = 831,236




\
\

\"

Sy

ﬁfe ar ended 31 December 2018 #Z2—F—\F+_-A=1+—HIFZE

ﬁ

Notes to the Consolidated Financial Statements 4 2 M 5 B % I 3

The Group indirectly owns 25% of the equity interests in Rizhao
Lanshan after the partial disposal as disclosed in note 35(a). Rizhao
Lanshan is a Sino-foreign enterprise established in the PRC and
engaged in provision of terminal and logistics services including
loading and discharging, storage and transfer of iron ore, steel
products, timber and other goods and leasing of terminal facilities and
equipment in Lanshan Harbour, Rizhao Port, Shandong Province of the
PRC.

16. INTEREST IN AN ASSOCIATE 16 R—REBERAT 2R
2018 2017
—®-NF | ST +tF
HK$’000 HKS$'000
FHET TAET
Unlisted investment at cost (note 35a) BT B2 ETIRE
(P 7352 ) 305,607 -
Share of post-acquisition profit SRR s T 10,499 -
Exchange difference M H =5 (401) -
315,705 -
As at 31 December 2018, particulars of the associate are as follows: RZE—NF+_A=+—8 8
BRRMBEDT
Nominal
Place of incorporation/ value of
registration and operations registered Interest held
Name of associate and kind of legal entity Capital indirectly  Principal activities
AL R R HREARZ BEFEZ
BENTER EXWHREEERESR H{E Ex  TEER
Rizhao Lanshan Sino-foreign enterprise, PRC RMB430,000,000 25%  Loading and
HEREIL PONG BB EE RE AR discharging services,
430,000,0007T storage services

and leasing of

terminal facilities and

equipment

KHRY - BT ERS

Ko tH FEA 98 3R b 0

r-\X

BN R3S @FT I R D MR A%
B EES AR E L% RE- B
R —RAFPEKLZ RFINE B
¥ HEAPEILESBRERERILER
HISBENY TR RIEEHRET
WA HEER A REMYS -
DA T AR 75 B8 AR AN AR A o
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16. INTEREST IN AN ASSOCIATE (Continued) 16. R—XEE LT ZHER (&)
Summarised financial information of associate BEQNTRZHBERBE
Summarised financial information in respect of the Group's associate is BHAEEME N ZHBERTS
set out below. ;RN T X
The associate is accounted for using the equity method in these NI A SR B R E DRI
consolidated financial statements. AN
Rizhao Lanshan H 5 & L

2018 2017

—E-N\E | ZZT—+F

HK$'000 HK$'000

FHET FHET

Current assets MENEE 211,930 -

Non-current assets EmENE E 1,474,034 -

Current liabilities mEBaE (83,480) -

Non-current liabilities e ER=R (119,532) -

The above amounts of assets and liabilities include the following: FEERAGESEAENTSIE:

2018 2017

ZEBE-N\F | _Z—+F

HK$’000 HK$'000

FHExT FHET

Cash and cash equivalents RekBeFEY 64,663 =

Current financial liabilities nmBERAE (TRIEEN

(excluding trade and other payables AR R B B At PE AN R R BB A )

and provisions) (72,885) -
Non-current financial liabilities FnBemas (TeEEEN
(excluding trade and other payables BR BN I oAb FE A SR R B4

and provisions) (119,532) -
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16. INTEREST IN AN ASSOCIATE (Continued) 16. R—FXEEQNT 2R (&)
Summarised financial information of the associate (Continued) BMENA M BERBE
(%)
Rizhao Lanshan (Continued) AL (%)
2018 2017
—E-N\E§ ZE—+F
HK$’000 HKS'000
FET FHET
(Note)
(BEE)
Revenue A 139,609 -
Profit for the year and total comprehensive — ZN 5 &35 | & A F € 2 T
income for the year Wzs4B 5 40,342 -
Dividends received from the associate AFEFEREBERE 2L
during the year - -

The above profit for the year includes the following:

EPRAFEEHENBEATEIA:

2018 2017

ZEBE-N\F | —Z—+F

HK$’000 HKS'000

FHExT FHT

Depreciation and amortisation e R B 8y (15,341) -
Interest income F B UL A 92 -
Interest expense FEFE (3,730) -
Income tax expense FrisBiF = (7,928) -

Note: The financial information in 2018 represents the result in an associate for
the period from 1 September 2018 to 31 December 2018.

GEE

—E-N\FHBEMERE-F

—NFRA-RBRE-_Z-N\F

TZAZ+—BIEHRSE K

Ll NS S
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17. EQUITY INVESTMENTS AT FAIR VALUE THROUGH OTHER  17. EAFEZEBHMEZEIA

COMPREHENSIVE INCOME/AVAILABLE-FOR-SALE FIRZRARE TAHHEE
INVESTMENTS RE
2018 2017
—E2-N\F —E—+F
NOTE HK$’000 HK$'000
ks FET FHT
Unlisted investments I LEHRE
- Equity securities (measured —RAFFH RRARRE 0]
at cost less impairment) WERTE) = 24,014
- Equity securities (measured at ~ — R AFEFH i)
fair value) (RRFEE) 35,174 -
- Wealth management products ~ —E B Em (FRAFEFE) ()
(measured at fair value) - 53,082
35,174 77,096
Equity investments at fair value BRATEFBEMEEEA
through other comprehensive 5| BR 2 IR AR &
income 35,174 -
Available-for-sale investments A ERE - 77,096
Notes: B 3
() The above unlisted equity investments represent investments in (i) LI EMBRARERRERPER
unlisted equity securities issued by private entities established in the SNZAEEBABIT I ETRAE
PRC. They were designated as equity investments at fair value through FeoARBREFERPEREN %%
other comprehensive income as the investments are held for long term FEETMRARERIEERR R FESE
strategic purposes. They were measured at fair value in the manner BEAMPEWATIRZ RARE - 25
described in note 32. RE R E32PTIT SUA R FE &
(i) The above unlisted wealth management products represented wealth () LI ETIREIE RS RS E RN
management products launched by financial institutions. They were B3R BA EE G o 2 IR B MR T3
measured at fair value in the manner described in note 32. POt 73 542 A P EEEE
In the opinion of the directors of the Company, the above investments RRREERR LRETRGFEFE
are not expected to be realised within one year from the end of the R—FAEEFIE -

year.
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Certain of the Group's machinery and equipment are leased out under
finance leases. All leases are denominated in RMB. The average term of
finance leases entered into is 4 years (2017: 3.5 years).

18. FINANCE LEASE RECEIVABLES/DEPOSITS RECEIVED 18. MEHERKR BWREF
FROM CUSTOMERS ®e
2018 2017
ZE-NFE | —T—+tF
HK$’000 HK$'000
FTEx FHET
Finance lease receivables B0 & T & FE WGR 850,954 1,080,680
Less: Provision for impairment losses R EE R (1,493) -
849,461 1,080,680
Leasing arrangements HEZH

AEEZETHERBREIRERE
HEML - FAERERUAARKEE
RIVBMEMREZ FHHBRA4F (ZF

—tF355) e
2018 2017
—E-N\EF —E—tF
HKS$’000 HKS'000
F#xT FHET
Non-current finance lease receivables JERNERph & FH & B UK 422,157 602,643
Current finance lease receivables BN EA @R & T & W FR 427,304 478,037

849,461

1,080,680
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18. FINANCE LEASE RECEIVABLES/DEPOSITS RECEIVED 18. MMEHEEKR BWREF
FROM CUSTOMERS (continued) BE (&)
Amounts receivable under finance leases BMEHESET W

Minimum Present value of
lease payments lease payments
REHEENH HEGHZBRE
2018 2017 2018 2017
“E-N\E | _T—+F | ZB-N\F | _T—LF
HK$'000 HKS$'000 HK$'000 HK$'000
FTHERx FET FTHET FTET
Not later than one year B —F 459,423 518,710 427,304 478,037
Later than one year and BR—FETBAENTE
not later than two years 225,942 333528 208,707 309,093
Later than two years and BAMNFEETBERE
not later than five years 241,410 305,398 213,450 293,550
926,775 1,157,636 849,461 1,080,680
Less: unearned finance income & : RERERBL B UL A (77,314) (76,956) - | NATER
Present value of minimum EWHERENTZ
lease payments receivable HE 849,461 1,080,680 849,461 1,080,680

The Group's finance lease receivables are denominated in RMB. The
effective interest rates of the finance leases as at 31 December 2018
range from 4.28% to 8.00% (2017: 4.28% to 6.30%) per annum.

As at 31 December 2018, finance lease receivables amounting to
HK$701,931,000 (2017: HK$866,925,000) were guaranteed by related
parties of customers and secured by the leased assets and/or
customers’ deposits.

There was no unguaranteed residual value in connection with finance
lease arrangements or contingent lease arrangements that needed to
be recorded as at the end of the reporting period.

As at 31 December 2018, the finance lease receivables with carrying
amounts of HK$511,249,000 (2017: HK$656,169,000) were pledged as
security for the Group's borrowings (Note 24).

REEZBERERBFAARES
B-RZE—N\FF+ZA=+—H" &
BHE 2 BEERFFFEN T428%F800%
(ZZ—+F 1 428%ZE630%) °

R-ZZBE—-NE+-_A=+—80 ®A&
S U F701,931,0008 7T (T —+
£ 866,925,000/ 70) BB P 2 BEE 7
BRYNEEEER SHEBEFZTER
VEHE IR -

RBSHR TEABREEERH N
KAEELRHZ RERFBEERT
Ao

R-ZE—N\F+_A=+—H K@\
B A511,2490008 L (Z &2 — 5
656,169,000/ 7T) 2 Bl & H E FE K E
WERERAEBME R 2T (T
24) o
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8. FINANCE LEASE RECEIVABLES/DEPOSITS RECEIVED

FROM CUSTOMERS (continued)
Amounts receivable under finance leases (Continued)

Estimates of fair value of collateral are made during the credit approval
process. These estimates of valuations are made at the inception of
finance lease, and generally not updated except when the receivable
is individually impaired. When a finance lease receivable is identified as
impaired, the corresponding fair value of collateral of that receivable is
updated by reference to market value such as recent transaction price
of the assets.

At the end of the reporting period, with the consent from the relevant
lessees, certain of these assets have been repledged to secure
borrowings of the Group.

Except for the impairment of the finance lease receivables of
HK$1,493,000, the remaining amounts at the end of the reporting
period are neither past due nor impaired. Movements in the provision
for impairment loss are as follows:

.ﬂw@m@%@ﬂ%mwﬂ%@mwwwnﬂﬁﬁﬁw

he year ended 31 December 2018 &2 —F

18.

MEHERUX BREF
BE#)

PMEHSHENEWRR 2)

REERILERES  HERARZAFE
R - ZFHE AT IR R
BMERER(EH WRBETMEEHN &K
FEFE W R L BB Bl B R Bl o o
ERERE YGRS RRER
ZEB R R RANEERFERS
EmHEE(NEELHRHER)E
#ro

RBEHR EREABEARE - &T
EZ%%EE%EZE%EEWT’F%$%@1E
Ao

4 b & 7R & PR UK 2 R E 1,493,000 7T
Gh BN S BB RS B RBE S B IR
ERE R ESIE BB ESINT

2018 2017

—BR-NE | T +F

HK$’000 HK$'000

FET FAET

Balance at beginning of year FHHER = -
Impairment loss recognised for the year & A2 HERBEE 1B 1,553 -
Exchange difference MEHZR (60) -
Balance at end of year FRERR 1,493 -
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18. FINANCE LEASE RECEIVABLES/DEPOSITS RECEIVED 18. MEHERKR BWEE
FROM CUSTOMERS (Continued) BE (&)
Amounts receivable under finance leases (Continuec) RMEREETERR &)
Security deposits received from customers at the end of the reporting RIERR  BREFPREEZSVER
period represent finance lease deposits received from customers hEFRERERe ARNSHERE
which are repayable by end of the lease period of the respective THER S RS EE -
finance leases.
Deposits of HK$25,194,000 (2017: HK$61,006,000) have been AREREE WL £25194,0008 T (= F
received by the Group to secure certain finance lease receivables —+H4F 1 61,006000/8 L) fEAE THE
and classified into current or non-current liabilities based on the final TSR EIR - WARERL AR &1
lease instalment due date stipulated in the finance lease agreements. HPPTETEA 2 & A E H HAR 3B HA
The deposits are non-interest bearing, carried effective interest rate BaEARSIERBEE - ZFR
at 4.75% (2017: 4.75%) per annum. In addition, the finance lease S AENTE  RiR475% (ZZE—+F:
receivables are secured over the leased assets, mainly plant and 475% ) BB BRF R KGR o b oh - ¥R
machinery leased, at the end of the reporting period. The Group is HHR  RERERWFAEEEEE
not permitted to sell, or repledge the collateral of the finance lease B FEZRMEEZRE RS-
receivables without consent from the lessee in the absence of default HAMAWEZONBERT  REEEA
by the lessee. AE RNEENMSHEFIERRE
TS FE WK 2 R o
19. LOAN RECEIVABLES 19. BWER
2018 2017
—E-N\E | ZE—+tF
HK$’000 HK$'000
FET FHT
Carrying amount receivable based on BEBEERHESA B
maturity set out in the loan agreements U 2 BRE &
Within one year —FR 180,143 101,022
More than one year but less than —FUEELRME
two years 17,076 24014
197,219 125,036
Less: Provision for impairment losses BB EBERE (29,778) =
167,441 125,036
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19. LOAN RECEIVABLES (continued)

The Group's loan receivables included 3 major loans as follows.

(a)

During the year ended 31 December 2016, the Group entered
into a loan agreement with an individual borrower (the
“Borrower”) who is an independent third party. The loan of
HK$30,000,000 is unsecured, interest bearing at a fixed interest
rate of 10% per annum, repayable on 3 February 2017 and
guaranteed by another individual guarantor (the “Guarantor”).
The Borrower and the Guarantor are the directors and
substantial shareholders of a listed company in Hong Kong.
On 7 February 2017, the Group entered into a loan extension
agreement with the Borrower and the Guarantor, pursuant to
which half of the loan receivable was repayable on 5 July 2017
and the other half was repayable on 29 December 2017. As at 31
December 2017, the total principal of the loan of HK$30,000,000,
together with any accrued interest, have been past due but not
impaired. In March and July 2018, the Borrower made two partial
repayments totaling HK$4,491,000 of the overdue amount. Since
then, no repayment received from the Borrower. The directors
assessed that the loan receivable has been past due and credit-
impaired based on the default history and so impairment loss
based on lifetime ECL of HK$25,509,000 was recognised to profit
or loss.

During the year ended 31 December 2017, the Group entered
into a loan agreement with another individual borrower who
is an independent third party. The loan of HK$35,000,000 is
unsecured, interest bearing at a fixed interest rate of 10% per
annum and repayable on 5 June 2018. During the year, the
borrower has repaid the latest half-year interest and exercised
an option to extend the repayment term by half-year to 5
December 2018. As at 31 December 2018, the loan principal
and interest were overdue. The directors assessed that the loan
balance and interests were past due but not credit-impaired as
at 31 December 2018. Based on 12-month ECL, the directors
assessed that the loss allowance was insignificant.

TEVEEER B A A A E

19.

EWE R (&)
AEEERERBENT S EEEH

=,
A °©

@ REE-Z—AF+-A=1+—
AEFE ASEBEE—ZBS
NE=ZFZEAERA(E
FADNFTLERZE -ZE
30,000,000/ 7T 2 B 5K A EIE 1 -
1% B FE M R10%T B AR T
E—+HF-_A=-HEE WHS
—ZEAERA (TEREADE
RAERARERAESEAERS
—REMRARIZEERFTBR
H-R-Z—+F-A+H &
EEBEERARERATLE
REB DR B FEERE
BN _ZE—tFLARAHE
B S—¥ERNER-ZT—+
F#+-_A-t+hBEE-R-F
—+F+-A=1+—0 K44
%830,000,00078 7,2 B ZUE BT {A]
JEFTF S EBEBERRE - RN
T-N\FZARtAH ERALE
A E D EEBRIBE
449100078 7C ° B It - BB ER
AWE B E BT ERE
REBE MERENLENE
BERERENFHNBHEES
T8 AR E E51825,509, 00078 TLE R
B NFER

by REE-ZT—+HF+-A=1+—
ALFE AEEHES—FEE
VEZHZEAERAGLE
i © % FE35,0000008 T2 B
A EIER 12 E T F R R10%
He WEAR-—E—N\FAR
AEBE-FN ERACEER
MHAEF R BT BRET
EERBHRFFE_T—\F
+ZAER-R-_BE—-NEFE+=
B=+—8 BExA&LFEH
M- BETE  BEREHR LT
BREHf- BR_E—\F+=
A=1+—BHI & EZERE- - RE
NEAEHEEEE EFTE
RAEBEEBRBETTEK.
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19. LOAN RECEIVABLES (Continued) 19. BWER &)

() During the year ended 31 December 2018, the Group entered
into a loan agreement with an individual and his beneficial
company, which are independent third parties. The loan of
HK$80,000,000 is secured by certain Hong Kong listed securities,
guaranteed, interest-bearing at fixed rate of 10% per annum and
fully repayble on 8 November 2019. So, this loan receivable was
not past due at 31 December 2018.

As at 31 December 2018, the Group's subsidiary, 1t 518 52 B &% &l
BETHE BB QA (Beijing Ever Grand International Finance Lease
Co., Ltd, "BJ Ever Grand"), invested in loan receivables with total
principal amount of RMB50,000,000 (equivalent to approximately
HK$56,920,000) (2017: RMB50,000,000, equivalent to approximately
HK$60,035,000) through trust products issued by financial institutions
in the PRC. Such loan receivables carried fixed interest rate ranging
from 7.0% to 8.5% (2017: 7.0% to 7.4%) per annum with maturities in
August 2018 to May 2020 (2017: August 2018 to September 2019).
Included was a trust loan at principal amount of RMB5,000,000
(approximately HK$5,692,000) has been overdue since August 2018.
The directors assessed that the overdue loan has been past due and
its credit risk has been significantly increased. Accordingly, a lifetime
impairment loss of HK$4,439,000 has been recognised to profit or loss
for the year.

During the year ended 31 December 2018, the Group received interest
income of HK$9,773,000 (2017: HK$9,647,000) of which HK$5,243,000
and HK$4,530,000 were recognised as other income and revenue
respectively.

© 2 )\F+_A=+—H
IFE AEBEEEEBYE=
FHEAREESEARIIVE
3% © B 380,000,000/ 7T %
FEBLMEARE BER.
#;zlmifru%o%ﬁéjtﬁ_?
—NE+—AN\BEHEE-E
[l EZEELBZEITMEEEE’;‘_T—)\
F+-—A=+—R@aH-

RZZE-NE+-A=+—H X&£E
MBARILREZERMEREER
AR ([bRERE]) BB ES EkE
BT ERERRERANCBEAA
IR #£50,000,0007T (18 & R #956,920,000
BILHMERER(ZT—+F: AR
#£50,000,0007T, * #8 & 72 £760,035,0007
JL) XMW E M AN F7.0%E

8.5% —ﬁ—t$'70%§74%)2l
ETEME TR =_FE—N\FENAZE
E-_TFRA(=ZZ —ti-:i—)\

FNAEZZ—AFALA)REIH-
HApAR$ A ARES0000007T ( .%’9
56920008 L) 25t ERE B =
—N\FN\ABH - EETERE ﬁl%ﬁ
ERCaBEEEERE AR
Bl It - & BN R (B &5 154,439,000 TT B
RERRBERNER

REBEE-Z—N\F+ZA=+—AHL
FE K 7’% B U B U A9,773,00078
T (ZZ—+H4F 19,647,000/ 7T) » HAR
5,243,000/ 7T K%4,530,00078 7t 7 B FE R
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19. LOAN RECEIVABLES (Continued)

Movements in the provision for impairment loss under stage 3 are as

i’

fm@m@%@ﬂ%wwﬂ%@mmwwDﬂﬁﬁﬁw

BB (&)
BB TRREERREN 2B

follows: ™
2018 2017
—E-N\FE | ZE—+tF
HK$’000 HK$'000
FET FAET
Balance at beginning of year FURE - -
Impairment loss recognised for the year 45 A 2 R B (B B 18 29,948 -
Exchange difference N ZE%E (170) -
Balance at end of year FREH 29,778 -

Management applied a three-stage impairment model to assess
the credit quality of the loan receivables. The loan receivables are
categorised into the following stages by the Group:

Stage 1

Loan receivables have not experienced a significant increase in credit
risk since origination and impairment recognised on the basis of 12
months ECL (12-month ECLs).

Stage 2

Loan receivables to customers have experienced a significant increase
in credit risk since origination and impairment is recognised on the
basis of lifetime ECL (Lifetime ECLs non credit-impaired).

Stage 3

Loan receivables that are in default and considered credit impaired
(Lifetime ECLs credit impaired).

B E R = (AR BUR EE AR
Hﬂl% RHEEEE - AR BRI ER
DRUATZ{ERER :

E—PEER

ERERZEERR B EE R &
Kig EAIIZ12E BB EEEE (12
& AFEEE B E1E) EERRRE -

FoEER
EREFPERZEERRBELUK
BRI B BRE TR F A TEH
EEER (BEEREIFHRNERE
EE1R) R -

FZRER

BB K0 FE ML Y BORR B 1S B RE
(BEESREY FHNEDEEE
18) o
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20. CONTRACT ASSETS, SERVICE INCOME RECEIVABLES, 20, SHNEE BRERBERA -
OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS HEKRR RERAMLK
15
The normal credit period given on service income is 0 — 5 days. The MRS AR 2 — R AZE HR0-5
credit period relating to service income receivables provided to HeBERRBUMARETES ZE
customers can be longer based on a number of factors including the ERFREEFERRAREATFZ
customer's credit profile and relationship with the customers. HAREREREZTUALER-
The following is an aged analysis of contract assets and service income RS BRIZRE WA 2 WA TER B
receivables, net of allowance for bad and doubtful debts, presented H (AR BEIRSE) 232648
based on the date of recognition of revenue for service income at BERERRGUKA (R ERE
the end of the reporting period, which approximated the revenue #) 2R ST AT
recognition dates:
2018 2017
—B-N\E | —T—+F
HK$’000 HK$'000
FTHET FHET
Contract assets, aged at 0 — 30 days, MENVEEIE T ARER R0-308 2
under current assets EREE 3,320 -
Service income receivables under MENVEEIE T 2 USRS WA
current assets
0-30 days 0-30H - 33,520
Over 365 days 365 A £ - 12,266
- 45,786
Other receivables, deposits and HAth JE YK~ i R FET 7B
prepayments 44,662 23,758
44,662 69,544
Less: Amount not receivable within one 8 : RIERBI B EFR .2 —FRTA
year shown under non-current Bl k18
assets (11,384) (12,693)
33,278 56,851
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20. CONTRACT ASSETS, SERVICE INCOME RECEIVABLES,

OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS

(Continued)

Before accepting any new customer, the Group assesses the potential
customer’s credit quality and defines credit limits by customer. Limits
attributed to customers are reviewed regularly. The Group has policy
for allowance of bad and doubtful debts which is based on using
HKFRS 9 simplified approach and has calculated ECLs based on lifetime
ECLs. The Group has established a provision matrix that is based on the
Group's historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

Contract assets of HK$3,304,000 has been reclassified from service
income receivables arising from asset management advisory services
on the adoption of HKFRS 15 at 1 January 2018. As at 31 December
2018, contract assets amounted to HK$3,320,000 (2017: Nil).

At the end of the reporting period, the Group’s contract assets and
service income receivables are neither past due nor impaired. The
Group did not hold any collateral over these balances.

Included in other receivables, deposits and prepayments was a deposit
paid of HK$20,000,000 to a connected vendor for the acquisition of
the entire issued share capital of Quantum Power Limited as disclosed
in the Company's announcements dated 2 November 2018 and 8
January 2019 and the Company’s circular dated 31 January 2019. Upon
the completion of the acquisition, the amount has been utilised to
offset the consideration.

20.

No R nsolidated Financial Statements £ LA MBERENGG
ﬁfe vear ended 31 December 2018 # 2 —F—/\F1+-A=1+—HIFZE

BHNEE BURREBA -
HthBWRR - ZERBEMK
B (&)
REZEMMES A ARETGE
EEFZERERYARFREEE
A48T EF 2 REEHRE o K
£ REERBURDENERE
PR B IR R R B AL B ER
FEIN TR S B AR A H R
18- AEED RV RESEEBEEE
B RS ES 2 BB - WIREBA
R 2 AT M A R R A AR SR
o

RZE—-N\F—A—BEMNEENE
HEERIE 155818 - & 4)E 3,304,000
BTEBEEEEZARBELNE
KRR AEEF DB - R —\F
+ZA=+—H ' &%EEH3320000
BIL(ZE—tF E) -

RI|EIR - ARESOEEREYIR
BRABEARBH I ARIRE AR B &
Sk SRR AT AE AR

WA ARBBHAE-ZE—\F+—A
—HRZZE—NAFE—ANBZAL
UEARABABAE-ZE—NLFE—A
=+—HZBHRATEE A ERER -
ReMENRERREERKREYD LA
RARZIEBITRAME N FRIE
&7 2 3%420,000,00078 7T © A Fe Ak Wi
% BRSBECBRNEHERE-
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20. CONTRACT ASSETS, SERVICE INCOME RECEIVABLES, 20, SHNEE BRERBERA -
OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS HEKRR RERAMLK
(Continued) I8 (#&)

The following is the breakdown of other receivables, deposits and AT R E A MR & RFER FIA
prepayments: ZBRA -
2018 2017
“E-NF | ZT—tF
HK$’000 HK$'000
THET FAET
Prepayments B HIR 1,563 1,553
Deposits b 32,465 13,339
Deposits for property, plant mE BERRBEES
and equipment 288 686
Other receivables H Uk 10,346 8,180
44,662 23,758
Other receivables are unsecured, interest-free and will be settled Hith e W BRI - 2 B N s
within twelve months after the end of reporting period. Deposits HRET—EANEE RS FEIR
mainly represented an amount of approximately HK$11,384,000 (2017 YRF-RIERTEREEZEEY
HK$12,007,000) paid to a non-bank financial institution which was 11,384,000 7T ( =& —-£4F : 12,007,000
backed by a deposit of the same amount received from a customer BIT)  RIBFZIFRITERMIE 2R
for the underlying finance lease arrangements pursuant to the E-HSHEESEPMABEMRERSE
requirement from the non-bank financial institution. Such deposit has ZHBBER B2 Re I FfFe
been classified as a non-current asset as the underlying finance lease ZERTREAREEENRERE
has a term of over 1 year from the end of the reporting period. The HREBB—F BRSER—IHFE
remaining amounts of deposits represented deposits paid to third RBEE- B TRESERENBEE

parties in the ordinary course of business. BRRBRINTE=F2i&&-
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CONTRACT ASSETS, SERVICE INCOME RECEIVABLES, 200 EHEE BWREWA -
OTHER RECEIVABLES, DEPOSITS AND PREPAYMENTS HtEWR RERBEMLXK
(Continued) I8 (#&)
Movement in the allowance of contract assets, service income EHARERNENEE B
receivables, other receivables and deposits for bad and WA - HittER R RIES
doubtful debts BiEgs
2018 2017
—E-N\F —E—tF
HKS$’000 HKS$'000
TET FH&T
Balance at beginning of the year FH 2 w5k - -
Impairment loss for the year FRREEBRE 800 -
Balance at end of the year FRZ KA 800 -
. FINANCIAL ASSETS AT FAIR VALUE THROUGH PROFITOR  21. RAFEZEBEHIIKZE

LOSS/HELD FOR TRADING INVESTMENTS MEE HEERERE
2018 2017
—E-N\E§ el
HK$’000 HKS$'000
FET FHET
Listed equity securities: FHRAES
- in Hong Kong —REE 21,278 37,979
—in PRC — 32,608 2,649
Unlisted fund investment: FLEMESKE:
—in PRC — 4,548 -
58,434 40,628
Financial assets at fair values ERAFESBERIEZ
through profit or loss CREE 58,434 -
Held for trading investments HIEEEKRE = 40,628
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For the year ended 31 December 2018
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22. DEPOSITS PLACED WITH NON-BANK FINANCIAL 22, FHAFRITESREEZR
INSTITUTIONS, RESTRICTED BANK DEPOSITS AND CASH MCZREBITERURER
AND CASH EQUIVALENTS EREEZEY

2018 2017
ZE-N\F | ZZ2—+F
HK$'000 HKS'000
FET FHT

Deposits placed with non-bank financial ~ F A IERITE BB 2 17X
institutions 82,891 143,288

Restricted bank deposits ERFIRITIFR

— current portion —BVERER > - 40,167
— non-current portion —JERNERER 19,865 21,505
Cash and cash equivalents ReRBSEEY 262,123 56,879

Deposits placed with non-bank financial institutions are for trading in
securities and interest bearing at prevailing market rates ranging from
0% to 0.35% (2017:0.01% to 0.35%) per annum.

Restricted bank deposits were pledged to banks to secure bank
borrowings granted to the Group as set out in note 24 and interest
bearing at a prevailing market rates ranging from 0.35% to 2.80%
(2017: 2.75% to 4.22%) per annum.

TR IEIRTTE B 2 TR EE
EBELEN TF0uE035% (T —+
F1001%2035% ) WIRITH H F F X
B

ZRFIRITERSER THRT A
BAREEER ZRITER (FRWE
24) WIRIBIT G F| EET B - FFI=E
N F035%22.80% ( —ZF—+H4F :2.75%
Z422%) °
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22. DEPOSITS PLACED WITH NON-BANK FINANCIAL 22, i—?—ﬁﬂ%#ﬂﬁ/_ﬁﬁﬂjﬁ%Zﬁ
INSTITUTIONS, RESTRICTED BANK DEPOSITS AND CASH K ZRHEBRITFRARR
AND CASH EQUIVALENTS (Continued) SRESEEY ©)

Cash and cash equivalents included (i) bank balances and cash; and (ii) BeMREEEYRIENRITASR LR
certain highly liquid investments. & RiETaRBIERE -
Bank balances carry interest at prevailing market rates which is 0.01% IRITRSMRIRIT IS ARG S FF%
t0 2.5% (2017: 0.01% to 1.30%) per annum. B0.01%ZE25% (Z T — L F:001%E
130%) °
Highly liquid investments are wealth management products issued RRAMERERTEEMKERITY
by PRC financial institutions with rate of return ranged from 1.6% per BHMER BRENTEF I 0EETF
annum to 4.5% per annum and repayable for 14 days to 28 days. 45% I A4B E28 A EE
Included in deposits placed with non-bank financial institutions, TFRUAFEIRTT @ RIS 2 730 BRI
restricted bank deposits and cash and cash equivalents are the RITFERERERBSFEMBREN
following amounts denominated in currencies other than the FARBEERIGEEE I G
functional currency of the relevant group entity to which they relate: B2 RIEMT
2018 2017
—E-N\F | ZZ—+tF
HK$’000 HK$'000
FHExT FHET
RMB AR 7 3
United States Dollars (“US$") Em([%Exl) = -
23. SERVICE COST PAYABLES, OTHER PAYABLES AND 23, BE ARG A - H At BT K

ACCRUALS REGTEHR
2018 2017
—B-N\E | —T—+F
HK$’000 HK$'000
TR THET

Current liabilities nBEE

Service cost payables JE T AR TS B AR 7,563 42,351
Accruals fEFt &R 13,807 13,180
Value-added tax payables ETIZER 336 3377
Other payables H A TR 5,526 5,278




Notes to the Consolidated Financial Statements %: & M % 8 7 Iff it
For the year ended 31 December 2018 #ZE=F—\F+=A=1+—HIFZE

FE A5 AR 3% PR 2R - HL fth BB 1 5K
RESTEA (#®)

R BRRSARAS - H A FE (Y 30 R pE £ B
REEOERBAE HREEZR
B RS R -

23. SERVICE COST PAYABLES, OTHER PAYABLES AND 23.
ACCRUALS (continued)

Service cost payables, other payables and accruals principally comprise
amounts outstanding for service costs and ongoing costs.

MRBR AR M 2 —REEH RS
H -

The normal credit period of service cost is 0 — 5 days.

NI BRI E A 252 A EE
RS RIS LA 2 BB A AT T -

An aged analysis of the Group's service cost payables at the end of the
reporting period presented based on the invoice dates is as follows:

2018 2017
—E2-N\E | ZT—+F
HK$'000 HK$'000
FET FHET
0-30 days 0-30H 3,320 32,440
91-180 days 91-180H - 450
Over 365 days 3658 MA 4,243 9,461
7,563 42,351

24. BORROWINGS 24, &R
2018 2017
ZE-N\F | —Z2—+F
HK$’000 HK$'000
FET FET

Secured: BHEM:

Bank borrowings (Note) RITIE (MIFE) 417,622 207,992
Other borrowings (Note) HAb AR (B EE) 432,592 862,269
850,214 1,070,261
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24’ BORROWINGS (continued)

The borrowings are repayable as follows:*

 Consolidated Financial Statements % & # 3 7 Iff 7

24, &R (&)

ERARIATHIREE :

the loan agreements.
Note:

The bank and other borrowings at 31 December 2018 are interest bearing at
floating rates ranged from 4.28% to 8.00% (2017: 4.28% to 5.50%) per annum,
secured by the machinery and equipment leased to customers under finance
lease, restricted bank deposits and/or finance lease receivables of the Group.
Approximately HK$474,542,000 (2017: HK$856,507,000) of the borrowings were
also guaranteed by a finance lease customer or shareholders of certain finance
lease customers.

2018 2017
—E-N\E e
HK$’000 HKS$'000
THET FET
Within one year —FR 428,570 472,795
Within a period of more than one year —FLEBTBBEREZ
but not exceeding two years LIS 208,479 304,457
Within a period of more than two years ~ MEIA LETBBERE 2
but not exceeding five years B A 213,165 293,009
850,214 1,070,261
Less: Amounts due within one year B RRBBEIRZ —FA
shown under current liabilities B2 FR (428,570) (472,795)
Amounts shown under non-current RIEREBEFIR 2 FIE
liabilities 421,644 597,466
* The amounts due are based on scheduled repayment dates set out in * IS ARG HEHAZHNE

A BEKE -

Mgt

RZZE—N\F+ZA=+—8 HBITEEM
BRI IRZ BRI KRB FF RN T428%%
800% ( —Z——+4F : 4.28%FE550% ) * IAAEE
FRARMEMERTEL KB REME 2R
HIRIT 17 A RSk B 8 T U R IR o
#9474,542,0007 7T ( =& — -+ 4F : 856,507,000/
) ZEFRE— U REREE,SE TRE
HEEFZBHEEER-
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25. FINANCIAL LIABILITY AT FAIR VALUE THROUGH PROFIT  25. AR FEZBEBERIIKRZE

OR LOSS mEE
2018 2017
“E-N\F | —_T—+F
HK$’000 HKS$'000
THET FAET
At beginning of year REH] - -
Grant of a call option L RREE HA R 32,170 -
Change in fair value recognised RiEmAER 2 AT EEZ
in profit or loss (4,848) -
Atend of year RER 27,322 -
As disclosed in note 35(a), the Group entered into a Call Option AN FE35(@) P BE - ANEERT L3RR
Undertaking to grant the Call option to the purchaser of joint venture HEAENRREESERENER
of the Group. The fair value of the call option at the date of disposal of REREPE-REHEAECEHS
joint venture, i.e. 31 August 2018 has been determined in accordance (BIZE2—N\FENA=1+—H) 28
with a valuation report issued by Ravia Global Appraisals Advisory X TEYRBEBY L ERMRE
Limited, an independent valuer, using the Binomial Option Pricing IR RAR AR H A ER
Model. A loss on fair value change of approximately HK$4,848,000 was EEA_EAPREERLEE -
recognised in consolidated statement of profit or loss during the year BE-Z-)/\F+-A=+—RHL*HF
ended 31 December 2018. B RTERBEIRL48480008 TTE
RFEBRRANER -
26. SHARE CAPITAL 26. A
Number Share
of shares capital
RGO EE IR 2
‘000 HK$'000
T FHET
Ordinary shares of HK$0.01 each FRREE0IE T 2 EiBR
Authorised: ETE
At 1 January 2017, 31 December 2017 R-_ZE—+F—-H—H"
and 31 December 2018 —B—+HF+ZA=+—HBK
—F-N\F+=-HA=t+—~ 40,000,000 400,000
Issued and fully paid: BEITRER:
At 1 January 2017, 31 December 2017 R_Z—+tF—A—H"
and 31 December 2018 —E—+tHF+A=1+—HRK

—E-N\F+=-A=+—H 11,919,198 119,192
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27|f DEFERRED TAX

The following are the major deferred tax liabilities recognised by the
Group and the movement thereon, during the current and prior years.

the Consolidated Financial Statements % & M # # 7% Iff it
d31 Qecemberzblg B2 T \F+—A=1—HIFE

27, EEEFIE
T AAEERASEE RBAFER
R EEEERERARALD

Undistributed
Imputed profits of
interest on subsidiaries,
deposits ajoint
received from venture and
customers an associate Total
WEAR .
—RRELE
R—REE
EhEFZE ARZ
ZHENE  RDEEF st
HK$'000 HK$'000 HKS'000
FET THT T
At 1 January 2017 RZZ—+%—-H—H 584 16610 17,194
Exchange differences EHER 100 - 100
Charge (credit) to profit or loss (note 9) RE&ENR (GTA) (H59) 1463 (1,084) 379
At 31 December 2017 R-B-t&+=-A=+-H 2,147 15,526 17,673
Credit to profit or loss (note 9) RE#ETA (FF9) (391) (9,154) (9,545)
Exchange differences EXER (97) - (97)
At 31 December 2018 RZE-N\E+ZA=+—H 1,659 6,372 8,031
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27. DEFERRED TAX (continued) 27. EEFIE (&)

At 31 December 2018, other than the deferred tax liabilities
mentioned above, subsidiaries of the Group had unused tax losses
of approximately HK$203,533,000 (2017: HK$74,640,000) available
for offset against future profit. No deferred tax asset has been
recognised due to the unpredictability of future profit streams of those
subsidiaries. Except for an amount of HK$924,000 carried forward
for 5 years, the remaining unused tax losses may be carried forward
indefinitely.

As at 31 December 2018, the Group had deductible temporary
differences of approximately HK$5,532,000 (2017: HK$5,532,000). No
deferred tax asset has been recognised in relation to such deductible
temporary difference as it is not probable that taxable profit will be
available against which the deductible differences can be utilised.

Under the EIT Law of PRC, withholding tax is imposed on dividends
declared in respect of profits earned by the PRC group entities from 1
January 2008 onwards. Withholding tax has been fully provided at 5%
(2017: 5%) on the distributable profits, if any, of the Group’s PRC group
entities and included in deferred taxation.

RZE—N\F+_A=+—H Kt
REHBABN AEBHBARAE
R B A B 1B 5 18 49203,533,0008 7T, (=
T— 45 1 746400005 7T ) Al A 88
KK ER - ARZEMB AR Z KK
St )7 B DA TEDR] - 40 4B RE SRR T B
THEE - 9240008 T2 B R
FHN BT R E) AT IE E5 18 1) 4R IR AP

RZZ—)N\E+-_A=+—H K&EH
B ] H00R e B 2= B 495,532,0008 70 (=
T—+ 4 1 5532,00008 7T ) © AR
B 75 FE SR e R4 S AT 0OR =88 - I
7 48 5t 75 B8 AT 405 G B = SR RE SRR T
HIEEE -

RIEFBEMEMEHE BT )\F
—A— B 3P EEE R B
w A E RSB IBME -FBH
RERAEETEEE QR D EE
F(anAE) Z25% (ZF—+F :5%)
HEEEAEE Wit AIRIERIE -
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28. SHARE-BASED PAYMENT TRANSACTIONS 8. URGDABERZARRS

198

The Company’'s new share option scheme (the “Scheme”), was
adopted pursuant to a resolution passed on 29 July 2016 for the
primary purpose of providing incentives to directors and eligible
employees (the “Grantees”). Under the Scheme, the directors of the
Company may grant options to eligible employees, including directors
of the Company, to subscribe for shares in the Company.

At 31 December 2018, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 59,666,666 (2017: 102,000,000), representing 0.50% (2017:
0.86%) of the shares of the Company in issue at that date. The total
number of shares in respect of which options may be granted under
the Scheme is not permitted to exceed 10% of the shares of the
Company in issue at any point in time, without prior approval from
the Company's shareholders. The number of shares issued and to be
issued in respect of which options granted and may be granted to any
individual in any one year is not permitted to exceed 1% of the shares
of the Company in issue at any point in time, without prior approval
from the Company’s shareholders.

Options granted must be taken up within 28 days of the date of
grant, upon payment of HKS1 per option. Options are divided into 3
tranches, namely Tranch 1, Tranch 2 and Tranch 3, and are exercisable,
subject to the fulfilment of vesting conditions which, among others,
includes the achieving of specific annual financial performance
target of a subsidiary of the Company for each of the year ended 31
December 2016, 2017 and 2018 for Tranch 1, Tranch 2 and Tranch 3
respectively, that whether achieved or not would be confirmed around
the time in the first quarter of the following year then vest, to the fifth
anniversary of the date of grant. The exercise price is determined by
the directors of the Company, and will not be less than the higher
of (i) the closing price of the Company's shares on the date of grant,
(i) the average closing price of the shares for the five business days
immediately preceding the date of grant; and (iii) the nominal value of
the Company’s share.

TEVEEER B A A A E

ARRBRE-_T—RFLA=-T 1A
BBz —TRBRRNTERE S
([FHE]) EBEMRAESFRAE
REE ([HEEAL BT AE - RER
 ARAEFEAMEERER (B
ARAER)REBREARBARR

fetn e

R-ZE—NFE+-A=+—8 BE:t
EEREBEARITEZERES R
READ#E B A59,606,6600% ( —Z—+4F :
102,000,0000% ) " 1572 B AR & 2 81T
AR179 20500 ( —F——+4F : 086% ) © 5
RARNBRRE LI - BIEETEIAT 8
Bz BRI I 7 R BT S A
AR BB BTN 210% ° RAE
RNABIBEERIE FA—FRD
B Rl e A A A 2 AR
Ttz BBITRETHITZRHE
B AEBBAARTEEHITRG Z
1% o

Bz BREEAE N EHBRENS
T2 BRI BHIRR28 A A - BEAR
SR AE—# - FHRE=
B AT LATTRE - MR BB R
HpaEE AR B AR AE—
B EMORRECEHES
E-RE ZZET—tLFRZZE-NF
TZ AT —RLEEFEREMBE
REEEE (REERIBNERRB
FEHREEERR) BEERELAH
REREBAE - TEERARAEEE
E BB MERUTRSE : ()VARA
O AEE B WHE: ((NEER
HHBATREEER - Bz FHRm
B RN a R Mm EE-.
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28. SHARE-BASED PAYMENT TRANSACTIONS (Continued) 8. URDAERZHARRXS
(%)
The following table discloses the movements of the Company’s share TEREBRARANREBE_ZT—NEF
options during the year ended 31 December 2018: TZA=t+—RIEFERNZ EREE
PR
Number of share options outstanding Number of share options outstanding
at1January 2018 Lapsed during the year at 31 December 2018
R=B-NE-A-BHATELZ REF-NE+ZAZ+-RHEKGEZ
Name of Date of Exercisable Exercise BRESE REABAR BREHE
participant grant period price  Tranch1 Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total
SRERE RLAH it TRE E-# EoH ESH &t g-% Eof #=# a3 F-# #oH E=H a3t
Executive Directors
Hi7TEE
Qiao Weibing 8122016 Upon vesting of options to 012 3333333 3333333 3333334 10000000 - 3333333 - (3333333 333333 - 3333334 6666667
287201
BEE TI-RE EREBEZEE
t-BN\R  ZE=-f
tAZTNB
LaiKaFai 8122016 Upon vesting of options to 012 1333333 1333333 1333334 4000000 - (133333)) - (1333333 1333333 - 133333 2666667
2872001
RER “E-RE BEREBEZAE
TZANR ZE=-f
tA=t/R
TaoKe 8122016 Upon vesting of options to 012 1000000 1000000 1000000 3000000 - (1,000000) - (1,000000) 1,000,000 - 1000000 2,000,000
287201
17 TI-RE EREBEZEE
t-BN\R  ZE=-f
tAZTNB
Independent non-executive Directors
BukHnES
Goh Choo Hwee 8122016 Upon vesting of options to 012 666667 666067 666666 2000000 - (666667) - (666667) 666667 - 660666 1333333
287201
RER “E-RE BREBEZKE
T-AN\B 3%
+tAZ+N\B
HoHin Yip 8122016 Upon vesting of options to 012 666667 666667 666666 2000000 - (666667 - (666667) 666667 - 666666 1333333
2872021
% “E-RE BREBBZAE
tZANR B
tAZtAR
UKengTin 8122016 Upon vesting of options to 012 666667 666067 666666 2000000 - (666667) - (666667) 666667 - 660666 1333333
287201
REX “E-RE BREBEZKE
T-AN\B 3%

tAZTNB




Consolidated Financial Statements %5 & M % 3 7% I 3
gcember__z-alé’ B\ F A=+ —HIFEF

' zsPRE-BASED PAYMENT TRANSACTIONS (Continued) 8. URODBEBRINARXS
(&)

Number of share options outstanding Number of share options outstanding
at 1 January 2018 Lapsed during the year at 31 December 2018
RZB-N\F-B-BHKTEL RZF-NE+ZA=t-BHRGEL
Name of Date of Exercisable Exercise BREHA RERBAR BREHE
participant grant period price  Tranch1  Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total
SRENE RiHEH i3] TRE  E-# ok E=H &t B-% Eoh #=h &t 5% EoH E=# st
Employees
L]
Wang Liang 8122016 Upon vesting of options to 012 333333 3333333 3333334 10,000,000 - (333333) - (3333333 333333 - 333333 6666667
2872001
) TN BREBELE
tZANE ZF=-f
tA=tN\R
Other participants 8122016 Upon vesting of options to 01222999999 22999999 23000002 69000000  (4166667) (22999999 (4166668) (31333334 18833332 - 18833334 37666660
287201
Aft28E “FNF BREBRKE
+ZANR “B-F
+B=+/\B
33999999 33999999 34000002 102000000 (4166667) (33999999) (4166668) (42333334) 29833332 - 29833334 59666660
Exercisable at the end of the reporting period 29833332 29833332

RESHRTFTHR
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28. SHARE-BASED PAYMENT TRANSACTIONS (Continued) 28. UROGBERZARRES
(%)
The following table discloses the movements of the Company's share TEEBHE-_T—tF+=A
options granted during the year ended 31 December 2017 =T —BIEFERNRRERE 2 BR
2 BB
Number of share options Number of share options
outstanding at 1 January 2017 Lapsed during the year outstanding at 31 December 2017
R=8-t£-5-8 RZF-t£+ZA=1-8
Name of Date of Exercisable Exercise HATEZBREHE FRBAN HRTE2BRESE
participant grant period price  Tranch1  Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total
SRERE  BERE  GBE GEE B BTH ESR A% B-R BTH BSR @F  B-b EcR Esm omy
Executive Directors
#7ES
Qiao Weibing 8122016 Upon vesting of options to 012 3333333 3333333 3333334 10000000 - - - - 3333333 3333333 3333334 10000000
2872021
Bis ZI-RE EREBEZEZ
TZANE ZEZ-EER
Zt/NA
Lai kai Fai’ 8122016 Upon vesting of options to 012 1333333 1333333 1333334 4000000 - - - - 1333333 1333333 1333334 4000000
2872021
RER ZI-RE EREBEZEZ
TZANE ZEZ-EER
Zt/NA
TaoKe 8122016 Upon vesting of options to 012 1000000 1000000 1000000 3000000 - - - - 1000000 1000000 1,000000 3,000,000
2872021
17 ZI-RE EREBEZEZ
TZANE ZEZ-EER
Zt/NA
Independent non-executive Directors
BUFHGES
Goh Choo Hwee 8122016 Upon vesting of options to 012 666,667 666,667 660666 2,000,000 - - = = 606667 666,667 666666 2000000
2872001
RER —FRE BREBEZKE
+-B\B  ZE--£+f
ZtAR
HoHinYip 8122016 Upon vesting of options to 012 666,667 666,667 660666 2,000,000 S S = = 606667 666,667 666666 2000000
272001
% —FRE BREBEZKE
+-B\B  ZE--£+f
ZtAR
UKengTin 8122016 Upon vesting of options to 012 666,667 666,667 660666 2,000,000 - = = = 606667 666,667 666666 2000000
272001
REX —RRE BREBEZKE

+-B\B  ZE=-£+f
ZtNR
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28NRE-BASED PAYMENT TRANSACTIONS (Continued) 8. URDAERZHARRXS
(%)
Number of share options Number of share options
outstanding at 1 January 2017 Lapsed during the year outstanding at 31 December 2017
RZ8-t£-5-8 RZE-t£+ZA=1-8
Name of Date of Exercisable Exercise HATEZBREHA FREAN HRTE2BRESE
participant grant period pric  Tranch1 Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total Tranch1 Tranch2  Tranch3 Total
SRENE RiHEH &) TRE  #-#  H=h  E=H &t B-% Eoh #=h i 5-%  Eof E=# @t
Chief executive
- fB%R
LiuBing' 8122016 Upon vesting of options to 012 3333333 3333333 3333334 10000000 (3333333) (3333333 (3333334) (10,000000) - - - -
2872021
K “ERE BREBBAE
TZANE  ZE=-%tR
~t/H
Employees
8
Wang Liang 8122016 Upon vesting of options to 012 3333333 3333333 3333334 10,000,000 - - - - 3333333 3333333 3333334 10000000
2872021
I% “FRE BREBEZKE
+-A\E  ZE--£{R
—t/\A
Other participants 8122016 Upon vesting of options to 012 34166667 34166667 34166666 102500000 (11,166668) (11,166668) (11166664) (33500000 22999999 22999999 23000002 69,000,000
2872021

EthBEE ZF-NE BREBRZAE
+-A\E  ZE--£{R

—t/\R

48500000 48500000 48500000 145500000 (14500001) (14500001) (14499968) (43500000) 33099999 3399999 34000002 102000000
Exercisable at the end of the reporting period 33999999 - - 33999999

REEHRAFIE
! Mr. Liu Bing ceased to be a chief executive officer with effect on " BREERIEEETRER B=F
6 November 2017 and resigned as an employee with effect on 10 —tEF—ANHRER UEERE
November 2017. B BT —tF+-ATHEBER-
2 Mr. Lai Ka Fai has been appointed as chief executive officer with effect B REREtERTERTHRAR B=F

on 6 November 2017. —tF+—ANBRERERK-
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28. SHARE-BASED PAYMENT TRANSACTIONS (Continued) 8. URODBEBRBZARRKS

These fair values were calculated using the Binomial model. The inputs
into the model were as follows:

Share price on

8 December 2016 0.10
Exercise price 0.12
Expected volatility 63.64%
Expected life 4.6 years
Risk-free rate 1.18%
Expected dividend yield 0.00%

Expected volatility was determined by using the historical volatility of
the Company's share price over the previous 5 years. The expected life
used in the model has been adjusted, based on management’s best
estimate, for the effects of non-transferability, exercise restrictions and
behavioural considerations.

The Binomial model had been used to estimate the fair value of the
options. The variables and assumptions used in computing the fair
value of the share options were based on the directors’ best estimate.
The value of an option varies with different variables of certain
subjective assumptions.

(%)
HHATERAAREREH 5
B ZBAEDT

RZZE—RF

+ZANHZRE 0.10
TEE 012
TERT K TR 63.64%
TEETFR 465
f [ e 7 2 1.18%
TERT AR B % 0.00%

BEEHRERAARRREREAFZ
B sL R R E - sz IR AR A 2 TR AT
REKBEEERE 2 &EMEIMITE
B TTERSRITAERZEEEF

“EARARAEHBRE 2 A FE

(R B 2 B - B (B
EFTRZ TBBREHMED-
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" 29. OPERATING LEASE ARRANGEMENT 29, REHELH
" The Group as lessee AEBERAEBEA
At the end of the reporting period, the Group had commitments for RIERR  AEBREBEERAED
future minimum lease payments under non-cancellable operating FEZ N REEREHE 2 KRR &EH
leases in respect of office premises which fall due as follows: ENFRZEBHAMT:

2018 2017

—B2-N\F | ZET—+LF

HK$’000 HK$'000

FET FHET

Within one year —F R 431 145
Leases are negotiated for an average term of two years and rentals are THEEHE T RME  RNEERFEZ

fixed for an average of two years. THEARIE @ THE E T o
30. CAPITAL COMMITMENTS 30. EAREKE

2018 2017

—E-N\EF —E—tF

HK$’000 HK$'000

THET FET

Capital expenditure in respect of the BRTAME RN GRE M 5%
acquisition of property, plant and BELME-BER
equipment contracted for but not Bt - VN

provided in the consolidated financial

statements
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RETIREMENT BENEFITS SCHEMES

The operating subsidiaries in Hong Kong joined the mandatory
provident fund scheme (“MPF Scheme”) for all employees in Hong
Kong. The MPF Scheme is registered with the Mandatory Provident
Fund Scheme Authority under the Mandatory Provident Scheme
Ordinance. The assets of the scheme are held separately from those
of the Group in funds under the control of an independent trustee.
Under the rule of the MPF Scheme, the employer and its employees
are each required to make contributions at 5% of the relevant payroll
of the employees to the MPF Scheme, capped at HKS$1,500 per
employee per month. The obligation of the Group with respect of MPF
Scheme is to make the required contribution under the MPF Scheme.
The retirement benefits cost charged to the consolidated statement
of profit or loss represent contributions paid and payable to the MPF
Scheme by the Group.

The PRC employees of the subsidiary in the PRC are members of
the pension scheme operated by the PRC local government. The
subsidiary is required to contribute 19% — 20% (2017: 19% — 20%) of
the relevant payroll of these employees to the pension scheme to
fund the benefits. The only obligation for the Group with respect to
the pension scheme is the required contributions under the pension
scheme.

During the year, the Group made retirement benefits scheme
contributions of approximately HK$1,707,000 (2017: HK$2,248,000).

31.
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32. FINANCIAL INSTRUMENTS 32.
Capital risk management

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
shareholders through the optimisation of the debt and equity balance.
The capital structure of the Group consists of debts, which include the
bank and other borrowings and equity attributable to owners of the
Company, comprising issued share capital, reserves and accumulated
losses. The management reviews the capital structure by considering
the cost of capital and the risks associated with each class of capital. In
view of this, the Group will balance its overall capital structure through
new share issues as well as the issue of new debt or the redemption
of existing debt. The Group's overall strategy remains unchanged

ERMTA
EXmEERE

AEEEREEN UERASEZE
BT RELE  WEBB(EBRE
BERBBRREREADE - ALE 2
BEAGBESER (BRRITREM
B3 RARBHEE AN #ED (B
BEEITRA BEERFEN) B2
BEBEBEARARELBHER
HRzRARMENEASEE FER
It AR BB BB TR KL ES
SEOREEHMFOEREBENE
B-RNBEFE ARE 2 ERREHE

throughout the year. A&
Categories of financial instruments eEMIAZER
2018 2017
—E-N\EF ZE—+F
HK$'000 HK$'000
FHET FET
Financial assets tRMEE
Loans and receivables (including cash B & EUBR X
and cash equivalents) (BERSRRESEED) - 1,535,546
Financial assets at amortised cost REERAAECEREE 1,406,831 -
Available-for-sale investments AR ERE - 77,096
Equity investments at fair value through 122 F{EF BE A 2 E R AR Z
other comprehensive income fRAEE 35,174 -
Held for trading investments BIEEERE - 40,628
Financial assets at fair value BEATESBRBERIIEZSREE
through profit or loss 58,434 -
Financial liabilities SREaE
Amortised cost AR 902,304 1,192,076
Fair value through profit or loss BNV EERERYR 27,322 -
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FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies

The Group's major financial instruments include equity investments
at FVOCl/available-for-sale investments, financial assets at FVTPL/held
for trading investments, financial assets at amortised cost/loans and
receivable (including service income receivables, other receivables and
deposits, finance lease receivables, restricted bank deposits, cash and
cash equivalents, deposits placed with non-bank financial institutions),
service cost payables, other payables and accruals, borrowings
and deposits received from customers. Details of these financial
instruments are disclosed in the respective notes. The risks associated
with these financial instruments and the policies on how to mitigate
these risks are set out below. Management manages and monitors
these exposures to ensure appropriate measures are implemented on
a timely and effective manner.

Interest rate risk

As at 31 December 2018 and 2017, the Group's fair value interest rate
risk relates primarily to its loan receivables.

As at 31 December 2018 and 2017, the Group is exposed to cash
flow interest rate risk in relation to variable-rate borrowings, finance
lease receivables, all deposits and balances with non-bank financial
institutions and banks.

The Group currently does not have a cash flow interest rate hedging
policy. However, the management closely monitors its exposure to
future cash flow risk as a result of change on market interest rate and
will consider hedging changes in market interest rates should the need
arise. A 100 basis points (2017: 100 basis points) change represents
management’s assessment of the reasonably possible change in
interest rates.

The Group's cash flow interest rate risk is mainly concentrated on the
fluctuation of People’s Bank of China Rate arising from the Group's
variable interest rate bank borrowings and finance lease receivables.

32,
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32.

FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Interest rate risk (Continued)

Sensitivity analysis

The management considers that the Group's exposure to future cash
flow risk on certain variable-rate deposits and balances with non-bank
financial institutions and banks as a result of the change of market
interest rate is insignificant and thus those variable-rate deposits
and balances with non-bank financial institutions and banks are not
included in the sensitivity analysis.

The sensitivity analysis is prepared assuming the relevant financial
instruments outstanding at the end of the reporting period were
outstanding for the whole year. If the interest rate of borrowings
and finance lease receivables had been 100 basis points (2017: 100
basis points) higher/lower and all other variables were held constant,
the Group's post-tax loss for the year ended 31 December 2018
would have decreased/increased by HK$616,000 (2017: post-tax loss
would have decreased /increased by HK$1,166,000). This is mainly
attributable to the Group's exposure to interest rates on its variable-
rate borrowings and finance lease receivables.

Currency risk

As at 31 December 2018 and 2017, there were no significant foreign
currency denominated monetary assets and liabilities. Therefore the
management considers that the Group was not exposed to significant
currency risk.

Other price risk

The Group is exposed to price risk through its investments in listed
equity securities, unlisted wealth management products and unlisted
fund investments. The management manages this exposure by
maintaining a portfolio of investments with different risks. The Group's
price risk is mainly concentrated on equity instruments listed in The
Stock Exchange of Hong Kong Limited, the Shanghai Stock Exchange
and Shenzhen Stock Exchange. In addition, the Group has appointed
a special team to monitor the price risk and will consider hedging the
risk exposure should the need arise.

TEVEEER B A A A E
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FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Consinued)

Other price risk (Continued)

Sensitivity analysis

The sensitivity analyses below have been determined based on the
exposure to equity price risk at the reporting date. If the prices of
the listed equity instruments, unlisted wealth management products
and unlisted fund investments had been 30% (2017: 30%) higher/
lower with all other variables held constant, post-tax loss for the
year ended 31 December 2018 would have decreased/increased by
HK$14,713,000 (2017: post-tax loss would have decreased/increased by
HK$10,108,000); and other comprehensive income for the year ended
31 December 2018 would have increased/decreased by HKSNil (2017:
HK$11,944,000).

Credit risk

The Group's credit risk is primarily attributable to contract assets,
service income receivables, other receivables and deposits, finance
lease receivables, deposits placed with non-bank financial institutions,
loan receivables, restricted bank deposits, and cash and cash
equivalents.

The Group’s maximum exposure to credit risk in the event of the
counterparties failure to perform their obligations as at 31 December
2018 and 2017 in relation to each class of recognised financial assets
is the carrying amount of those assets as stated in the consolidated
statement of financial position.

In order to minimise the credit risk, the management of the Group has
delegated a team responsible for determination of credit limits, credit
approvals and other monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the Group
reviews the recoverable amount of each individual debt at the end
of the reporting period to ensure that adequate impairment losses
are made for irrecoverable amounts. For finance lease receivables,
the Group has closely monitored the recoverability and ensured
adequate collaterals are received from these customers. In this regard,
the directors of the Company consider that the Group's credit risk is
significantly reduced.
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FINANCIAL INSTRUMENTS (Continued)
Financial risk management objectives and policies (Continued)

Credit risk (Continued)

As at 31 December 2018, the Group invested in certain loan
receivables. Before investing in these loan receivables, the Group
assesses the credit quality of the loan borrowers and defines the
terms of the loans. As at 31 December 2018, a loan principal of
HK$35,000,000 was past due but not credit-impaired at the end of
the reporting period given that the Borrower has repaid the entire
principal amount.

The Group's bank balances and deposits are deposited with banks
and non-bank financial institutions in Hong Kong and the PRC and the
Group has limited the exposure to any single financial institution. The
credit risk on liquid funds is limited because the counterparties are
banks with good credit-rating.

As at 31 December 2018, the Group had certain concentration of
credit risk as 34% and 100% (2017: 52% and 99%) of the aggregate
amount of finance lease receivables and service income receivables
are due from the Group's largest and the five largest customers
respectively, which are mainly state owned enterprises or sizeable
private owned enterprises in the PRC. The management exercises
due care in granting credit and checking the background of these
counterparties on a regular basis and closely monitors the subsequent
settlement of the customers. In this regard, the directors of the
Company consider that the Group's credit risk is significantly reduced.

The credit quality of finance lease receivables, loan receivables,
contract assets and service income receivables have been disclosed in
notes 18, 19 and 20.
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32. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)

Credit risk (Continued)

The Group measured loss allowances for finance lease receivables,
contract assets and service income receivables at an amount equal to
lifetime ECLs. Finance lease receivables have been assessed individually
while contract assets and service income receivables have been
grouped based on shared credit risk characteristics and the days past
due.

The Group has established a provision matrix that is based on the
Group's historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

Ligquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate by
the management to finance the Group's operations and mitigate the
effects of fluctuations in cash flows. The management monitors the
utilisation of borrowings and ensures compliance with loan covenants.

The management considers that liquidity risk is limited after
considering the future cash flows of the Group in the foreseeable
future, including the repayment schedule of bank borrowings as
discussed above and the short-term liabilities which are required to
be repaid within three months from the end of the reporting period.
The Group manages liquidity risk by maintaining adequate reserves by
continuously monitoring forecast and actual cash flows and matching
the maturity profiles of financial assets and liabilities.
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32. FINANCIAL INSTRUMENTS (Continuea) 3. ®@MI A (®)
Financial risk management objectives and policies (Continued) HERREEBEERER
(#%)
Liquidity risk (Continued) FEELRE &)
Weighted
average Total
effective Within undiscounted Carrying
interest rate 1year 1-2years 3-5years  Over5 years cash flows amount
il 33| KBRS
ERAZ 15/ 182 3E5% BBsE RELH REE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR TR THET TR TR
As at 31 December 2018 RZB-N\E
+-A=t+-H
Other payables and accruals HipERFRESER = 19,333 = = = 19,333 19,333
Service cost payables FER R A = 7,563 = = = 7,563 7,563
Borrowings R 5.76 460,661 225,695 227,447 - 913,803 850,214
Deposits received from BEPES
customers 4.75 529 - 14,230 17,076 31,835 25,194
488,086 225,695 241,677 17,076 972,534 902,304
As at 31 December 2017 RIB-t%
T=A=t-H
Other payablesand accruals — E-ftER 3 LB B - 18458 - - - 18458 18458
Service cost payables ERRERA - 4351 - - - 4351 4351
Borrowings B3R 485 512663 328859 304,985 - 1,146,507 1070261
Deposits received from BhEFP&E
customers 475 36,021 557 33019 - 69,597 61,006

609493

329416

338,004

1276913
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32. FINANCIAL INSTRUMENTS (Continuea) 3. & IA(#®)
Fair value measurements of financial instruments SRMIANAFETE
This note provides information about how the Group determines fair B R AN SR B AN A E & TR Al
values of various financial assets. BEZAFEZER-
Fair value of the Group’s financial assets and liabilities that are BEEMEEL L FEE
measured at fair value on a recurring basis CPHrEETHEEREEZ
AT
Some of the Group's financial assets and liabilities are measured at fair REELDeHMEERBBENERE
value at the end of each reporting period. The following table gives HIRIR A FERTE - TRIEHIAERE
information about how the fair values of these financial assets and TREERBBEZATEZER (&
liabilities are determined (in particular, the valuation techniques and RIRFTE R 2 MERNT KRB AZIE) -
inputs used).
Significant Relationship of
Fairvalue  Valuation techniques unobservable unobservable input
Financial assets Fair value as at hierarchy  and key inputs input(s) to fair value
AR TUBERABES
SREE AYE NTERR RERGRIEGABE BERARE ATEZBR
2018 2017
=t it Z-t%
NOTE HK$'000 HKS'000
i3 FAT FAT
1. Financial assets at fair value
through profit or loss/
Held for trading investment
RATEEBEMZARATIEL
SREE/BIFEERE
- Trade on stock exchanges 2 53,886 40,628 Level T Quoted bid prices in active market N/A N/A
BRARBHZH £ EETHEMEASE Tif T
- Unlisted fund investment 2 4,548 - Level 3 Based on the net asset values of the Third party The higher the third
FENESRE B/ fund investment determined with valuation of party valuation, the
reference to third party valuation underlying higher the fair value
of underlying investment portfolio investment E=HHERRAD
and adjustments of related portfolio TEHE
expenses HEREEANE
ERESRENEEFE RENH =FfhfE
BRERANE= A EERER
FXARER
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32. FINANCIAL INSTRUMENTS (Continued) 32. @I H B

Fair value measurements of financial instruments SRMIANAFEE
q q Y. ALy SEE [, S
Fair value of the Group’s financial assets and liabilities that are BEEMEEL L FETE
measured at fair value on a recurring basis (Continued) ZErEELHEEREEZ
RFAE (%)
Significant Relationship of
Fairvalue  Valuation techniques unobservable unobservable input
Financial assets Fair value as at hierarchy  and key inputs input(s) to fair value
EXRY TURRBANBE
SREE AP APERY  HESARIEZNARS BEEARE  AVEZEE
2018 2017
—B-N\§ 3
NOTE HK$'000 HK$'000
i3 TET TER
2. Equity investments at fair value
through other comprehensive income/
Available-for-sale investments at fair value
BATEEBEMEAUATIEL
Hﬂi RE/RATHEHEZTHNE
- Unlisted equity investment which 17 29,482 - Level 3 Based on the valuation of shopping Discount for quality  The higher discount rate,
principally invests in shopping malls EE malls determined by market of properties the lower fair value
in the PRC approach (eq.size and BREPHALTE
TEREPEFHNHE LARA EEAF%E’MEE BT AEER location) HE
RE nERE (AR
Rit%) B3
- Unlisted equity investment which 17 5,692 - Level 3 Based on the investee's financial Price to eamings ratio:  The higher ratio, the
principally invests in a private entity =4 performance and the multiples of 1947 higher fair value
with operations of natural gas supply comparable companiesand using A% 1 1947 fEEEAATE
inthe PRC market approach Discount for lack of fit)
TERECRAETRARMES EREREZHBERBRTELR marketability: 30%  The higher discount rate,
BROBABENFE ETRARE RABHRFERNTIRE BemERBE the lower fair value
8% 1 30% FREMBHLTE
e
- Wealth management products 17 - 53,082 Level 3 Based on the net asset values of the Third party valuation  The higher the third
m =4 wealth management products, of underlying party valuation, the
determined with reference to investment higher the fair value
third party valuation of underlying portfolio E=htEESE
investrment portfolio and 18 Bﬁ&ééﬁA f ATESR
adjustments of related expense HfEE
ERBHERNAERE RE
BEREAANE=ARER
EBRXBRET
3. Financial liability at fair value 25 27,322 - Level 3 Based on business valuation of the Expected volatility: ~ The higher volatility, the
through profit o loss =8 underlying business determined 2% higher fair value
BRATEERERIEZ2RAR by market approach as key input ~ TREHKIR : 24% REBAHATE
and using Binomal option pricing Fit)
model. Discount for lack of
ERNEBERNERAE ans marketability:  The higher discount rate,
EERTEGABEREA R 1611% the lower fair value
AHBETERYER REZHERELE  HREYUBAATE
BB 1611% et
There were no transfers among Level 1, 2 and 3 during both years. F—R FRRE=RERRESF

ERBEERER-
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32. FINANCIAL INSTRUMENTS (Continued) 3. 2T E (&)
Reconciliation of Level 3 fair value measurements F=RMAFEAEZEZHER
(a) (a)

Equity investments
at fair value

through other
comprehensive
income/
available-for-sale
investments
RAFEER
Ho{th 2 T WA B BR
ZRAERE
AHEHERE
HK$'000
FHT
At 1 January 2017 RZE—+tF—H—H -
Purchases BE 54,014
Loss in other comprehensive expense HEmermAZ 2 EE (932)
At 31 December 2017 R-_E—+F+-A=+—H 53,082
At 1 January 2018 RZZE—-NF—HA—H 53,082
Impact on initial application of HKFRS 9 s R BBV B ME LR ERNTE 29,875
Adjusted balance at 1 January 2018 RZE—NF—A—ANEARLEH 82,957
Purchases BE 5,692
Reclassified to financial assets at fair value BHOBRERATERRBERIIERZ
through profit or loss and disposed EHMEEREHE (47,137)
Gain recognised in other comprehensive RE fth 2 T U A R FE R Y Y 5
income 852
Change in fair value recognised in profit or loss P 8% NAER 2 A FEE (1,131)
Exchange difference [EHZR (1,511)
At 31 December 2018 RZE-NF+ZA=+—H 39,722
Included in other comprehensive income is an amount of HK$852,000 BAARRERREE ZIE L TRAER
relating to the unlisted equity investment held at the end of the & B8 588520009 JTLET A H Ath 2
current reporting period and is reported as changes of “investment HWAN IR E S FE] 2 &
revaluation reserve”. The amount of HK$932,000 recognised in the prior B o A _E (B3RS HARERR 2 932,000/ T £
reporting period was related to the wealth management products R EEREHARAFE 2 EVERS

held at the end of the prior reporting period. ez
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32. FINANCIAL INSTRUMENTS (Continued)

(b)

Reconciliation of Level 3 fair value measurements (Continued)

to the Consolidated Financial Statements % 4 M # # 7% Iff it
vear ended 31 December 2018 # 2 —F—/\F1+-A=1+—HIFZE

32, €T A (#®)

BRAFEABEZ YR
(%)
(b)

Financial liability at
fair value through
profit or loss

discounted cash flows analysis.

RAFEER
BRIEzSRMEE
HK$'000
FHET
At 1 January 2017 and 2018 RZE—+FR=ZT—N\F—HA—H -
Grant of call option (note 25) RN REE B (A7 at25) 32,170
Change in fair value recognised in e B /NS 0
profit or loss (4,848)
At 31 December 2018 R-ZE-N\F+-A=+—H 27322
Fair value of the Group’s financial assets and financial liabilities that W HRAETE M BEL L FE
are not measured at fair value on a recurring basis AEBCAEEHLTHEERS
BEEZ L FE
The management of the Group estimates the fair value of its financial AEBEREEFEATRBERESN
assets and financial liabilities measured at amortised cost using the HEHREER AT ENSREERD

RAENAFE

The management of the Group considers that the carrying amounts
of financial assets and financial liabilities recorded at amortised cost in
the consolidated statement of financial position approximate their fair
values.

AEBEEEBRR ERaUHBHARAR
BENREEREAFERS
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33. RECONCILIATION OF LIABILITIES ARISING FROM
FINANCING ACTIVITIES

The table below details change in the Group's liabilities arising from
financing activities, including both cash and non-cash changes.
Liabilities arising from financing activities are those for which cash
flows were, or future cash flow will be, classified in the Group's
consolidated statement of cash flows as cash flows from financing

33.

FRRMETHMELEARZ
# iR

TRFADAEEREEDAELAE
EHELZARARSRAKKAS

mREREREIRKRESREN
FEBGEARERERTHOERBE

activities. EEMES CREME

Borrowings

(EEA

(note 24)

(Pff7E24)

HKS$'000

FET

At 1 January 2017 RZE—+F—H—H 277,869
Financing cash flows RMERESRE 1,061,419
Repayment of borrowings by lessees (note 34) A ANERER (M 534) (289,617)
Foreign exchange translation SN 20,590
At 31 December 2017 R-F—tF+-A=1+—H 1,070,261
Financing cash flows BMERERE 381,364
Repayment of borrowings by lessees (note 34) EFAANEEER (f5134) (545,879)
Foreign exchange translation SN (55,532)

At 31 December 2018 R=ZZE—-\F+=-A=+—H 850,214
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TRANSFERS OF FINANCIAL ASSETS

Transferred financial assets that are not derecognised in their
entirety

At 31 December 2018, the Group entered into finance lease
receivables transfer agreements (the “Agreements”) and transferred
certain finance lease receivables (the “Transferred Lease Receivables”)
to banks and other financial institutions for financing. Under the
Agreements, the banks and other financial institutions have recourse
right and the Group has the obligation to reimburse the banks and
other financial institutions for loss of rental if any lessees have late and
default payment. As the Group has not transferred the significant risks
relating to these finance lease receivables, it continues to recognise
in full the carrying amount of the finance lease receivables and has
recognised the cash received on the transfer as secured borrowings.
The original carrying value of the finance lease receivables transferred
under the Agreements that have not been settled as at 31 December
2018 amounted to HKS$850,214,000 (2017: HKS$1,070,261,000).
Accordingly, the carrying amount of the assets that the Group
continued to recognise as at 31 December 2018 amounted to
HK$850,214,000 (2017: HK$1,070,261,000) and that of the associated
liabilities as at 31 December 2018 amounted to HK$850,214,000 (2017
HK$1,070,261,000) was recorded as borrowings under note 24.

.ﬂw@m@%@ﬂ%mwﬂ%@mwwwnﬂﬁﬁﬁw
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34. TRANSFERS OF FINANCIAL ASSETS (continued) 4, BESREE ©)
Transferred financial assets that are derecognised in their EREEERLREZ
entirety TREE

At 31 December 2018, the Group entered into certain other finance
lease receivables transfer agreements (the “Non-recourse Agreements"”)
and transferred certain finance lease receivables with interests
(the “Non-recourse Transferred Lease Receivables”) to banks and
other financial institutions for financing without recourse with an
aggregate amount of HK$8,254,630,000 (2017: HK$15,928,448,000).
Under the Non-recourse Agreements, the banks and other financial
institutions do not have recourse right and the Group does not have
the obligation to reimburse the banks and other financial institutions
for loss of rental if any lessees have late and default payment. In the
opinion of the directors of the Company, the Group has transferred
substantially all risks and rewards relating to these Non-recourse
Transferred Lease Receivables. Accordingly, it has derecognised the full
carrying amounts of the Non-recourse Transferred Lease Receivables
and the associated liabilities. During the year ended 31 December
2018 and 2017, the Group has not recognised any loss in relation to the
continuing involvement, both during the period or cumulatively.

RZE—N\F+ZA=1+—8 F5%H
FRIE T H b B A 7 e Wk E R 1
Z((EmERERZ]) EEETHE
MERSRE ([EERECEER
ERUGR]) FIRTT R E 5 B s A
BhE A ££8,254,630000/8 7T (#EIBRHE)
(=T — 4415928448000/ 7T ) ° 1R
BEBRERRE BTREMS g
B EBRE MMTAEABRARE
NHBEL AEEBWEETEMNR
TREMESEEE RSB - AR
AEERA AEEDRILEEER
EEEEHERRFER I ZERBR L
B3R AL DR IEERERRECDS
FHERKFIEBRENEIER
B-REE-_T-N\ER_ZT—+tF
+TZAT+—BUEFE AEBRTE
SR R Rt AR HE L g R




y

(a)

the Consolida ted Financial Statements % & #1 5 # 7% M i
(é ar ended 31 December2078 BE—F—\F1 - A=1+—HIFFEF

_/

35. NOTES TO THE CONSOLIDATED STATEMENT OF CASH
FLOWS

Loss on disposal of partial interest in a joint venture and
the grant of the call option

On 15 May 2018, the Group entered into a sale and purchase
agreement with the joint venture partner (the “Purchaser”),
pursuant to which the Group disposed of 25% out of its 50%
equity interest of Rizhao Lanshan, a joint venture ("JCE") of the
Group, for a consideration of RMB294 million (equivalent to
approximately HK$338 million). On the same date, the Group
has also entered into a Call Option Undertaking to grant the
Call Option to the Purchaser, pursuant to which the Purchaser is
entitled to acquire the remaining 25% equity interest in Rizhao
Lanshan at a consideration of RMB294 million (equivalent to
approximately HK$338 million). Pursuant to the Call Option
Undertaking, the Call Option is exercisable by the Purchaser at
its discretion during the period from 1 January 2020 up to 30
June 2020 (both dates inclusive). Upon the Completion on 31
August 2018, Rizhao Lanshan ceased to be a JCE of the Group
and then become an associate of the Group.

RERERERME
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35. NOTESTO THE CONSOLIDATED STATEMENT OF CASH 35. MEHERERMT (@)
FLOWS (continuea)
(a) Loss on disposal of partial interest in a joint venture and @ HE—XGELEIS
the grant of the call option (Continued) EaRkREIABHEZ
B8 (&)
The loss on partial disposal of JCE and the grant of the call REERH BE—REEDE
option as at its disposal date was as follows: Bt R H R A 2 518
BT
2018 2017
—E-N\E§ ZE—+F
HK$’000 HK$'000
FHExT FHET
Consideration from joint REAEBHENRE
venture partners 337,849 -
Fair value of the Call Option RZE-NFENA=+—HH
as at 31 August 2018 REBHEN D TE (32,170) -
305,679 -
Carrying value of 50% equity PR IR E & (S0 E 2
interest in JCE derecognised BREE (829,911) =
Fair value of 25% equity interest ~ R¥IFHERIFR — KB E A7)
in an associate at 25%R% 2 A T1E (HaETe)
initial recognition (note 16) 305,607 -
Stamp duty ENTERE (168) =
Loss on partial disposal of JCE HorEaart®ER
and the grant of the call option B RS B 2 B e (218,793) =
(b) During the year ended 31 December 2018, repayment of (b) RBE-Z-—NF+ZA=1+—
borrowings of HK$545,879,000 (2017: HK$289,617,000) in respect BIEFE - & AL EE34PTE
of the Transferred Lease Receivables as set out in note 34 was BB R A B UG A R 1T R H
made by relevant lessees directly to banks and other non-bank fhFEERTT & RIS B B A X
financial institutions. B R545,8790008 T (ZF —t

£F 1 289,617,000/ 7T ) ©
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~ Same as disclosed elsewhere in the consolidated financial statements,
during the year the Group had the following transactions with related

36.

'wﬁMM@@M%M&MMwmmwﬁéﬂﬁﬁﬁﬁﬁ

BELIX5

#han

REMBmARME O AES -

AEBFRNE@BTETATRS:

parties.
(a) The Group had the following transactions with the @ AEBFREHBEEANT
partner of its associate or joint venture during the year: REELECEBAET
LIRS
2018 2017
—E-N\E§ ZE—+F
HK$’000 HK$'000
THET FHET
Fellow subsidiaries of the partner of 7N 8= BB 4 /A &) 8
the Group's associate or REDEERAZ
joint venture SEX YN
Service charges paid ENREE 131,440 111,974
Leasing income HEBA 162,237 134,517
(b)  The remuneration of key management personnel of the Group, (b) FRAKXEEEZEEAR (HEF
represented directors and chief executive, during the year REBITRAR) Z S EHIHAH
are set out in Note 8. The remuneration of directors and chief A ERENTETHABZHE
executive is determined by the remuneration committee having TymFHE B eRE@EIALZ
regard to the performance of individuals and market trend. KB RTISBERET -
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and 2017 are as follows:

37. PARTICULARS OF PRINCIPAL SUBSIDIARIES

Particulars of the subsidiaries of the Company at 31 December 2018

3. TEMBLATRZHE
R-B—N\ER-F—tF+-A
=t-B ARAWELRZHEN

T
Place of Proportion of nominal
incorporation/  Issued and fully paid value of issued share capital
Name of subsidiary registration share capital (note a) held by the Company  Principal activities
EMERL/ BRTRARKRE ERAMBERTREZ
WEARER Eialischs GET) HELA TEXK
2018 2017
ZB-0\E | CTLF
Indirectly held by the Company
ARREERE
Able Winner International Limited ~ Hong Kong Ordinary shares HKS1 100% 100% Investment holding
ABERARAR BE LERIET REAR
One Express Group Limited BVI Ordinary shares US$1,000 - 100% Investment holding
RERABEE  TERI00XT RERR
Upmove International Limited Hong Kong Ordinary share HKS1 100% 100% Investment holding
BRERARAR BE LERIET REAR
Elegant Basic Investments Limited ~ BVI Ordinary shares US$100 100% 100%  Investment
RERERRAA RBREEE  TRRI0ET RE
TF Advances Limited Hong Kong Ordinary shares HKS1 100% 100% Treasury investment activities
including money lending
BE LERIET BeREXBOENRE
Multi Kingdom Investment Limited ~ BVI Ordinary shares US$100 100% 100% Property investment
RBREESE  TRRI0ET NERE
Amaze Global Limited BVI Ordinary shares US$1,000 100% 100% Office management
RERZBEE  TERI00XT WAEER
BJ Ever Grand" PRC US$36,000,000 51.39% 51.39% Provision of finance lease and related
consulting services in the PRC
RS hE 360000005 7T ErERMBERER

AR A RTS
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continuec) 3. TEMBRAR2FF (&)

Place of Proportion of nominal
incorporation/  Issued and fully paid value of issued share capital
Name of subsidiary registration share capital (note a) held by the Company  Principal activities
= HRRL/ BERTRAZRA FRRAFRERTREZ
WEAREH b GED)) HELA TEXH
2018 2017
ZB-0\F | CTLF
Ever Grand (Tianjin) Finance Lease ~ PRC RMB200,000,000 51.39% 51.39% Provision of finance lease and related
Co, Ltd. ('TJ Ever Grand")* consulting services
in the PRC
BE (RR)REBEARLA & AR 2000000007 51.39% 5139% EFPERHAREREREBRAR
(TR2EE]) %
Qikang Biological Technology Limited PRC HK$12,800,000 100% 100% Research &development,

("Qikang")* manufacturing and sales of food
additives and health beverage
products in the PRC

BERRLMMBARRR  PE 12,800,000/ 7T 100% 100% FERRRFNERERERRS

E3 e HERHE

Zhujian Biotechnology (Shanghai) ~ PRC RMBT1,000,000 100% - Research & development of

Company Limited (‘Zhujian"* bioengineering technology and
sales of food additives and health
beverage products in the PRC

MEENRRE (L) ERRRE F AR 10000007 100% - REENIREMOHERRRR

(M) AR AR MM HE

English name for reference only
" The subsidiary is a sino-foreign equity joint venture " SHBAT AT B
Notes: MEEE -
(a) All principal subsidiaries operate principally in Hong Kong except BJ Ever (@) FETEMBATYTBHEEELY
Grand, TJ Ever Grand, Qikang and Zhujian. it RER X2EE RERMEER
Hheo
(b)  The 5% non-voting deferred shares are not held by the Group and () 5062 445 22 4 3 FE IS 19 I 3E R AN = ]
practically carrying no right to dividend or to receive notice of or to Ba AER Y ENEERRE B
attend or vote at any annual general meeting of the companies. WATHEMBER AR BEAS
He ERRZRER -
The above table lists the subsidiaries of the Group which, in the EERAELRIWETFEFERETE
opinion of the directors, principally affected the results of the year or EREKAEEEETELSH 2K
formed a substantial portion of the assets of the Group. To give details EECHBAT -EERA 25 HM
of other subsidiaries would, in the opinion of the directors, result in WBATZ B EREEFBERAT
particulars of excessive length. Eo
None of the subsidiaries had any debt securities subsisting at 31 R-_E—NER-_ZFT—+F+_H
December 2018 and 2017 or at anytime during the years. =+ — B AR EE(E AR BB A

AMESEEMEEES-
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continuec) 3. TEMBARAZFHE &)

Details of non-wholly owned subsidiaries that have material BEEXRFERERZZHER
non-controlling interests EMEARFE
The table below shows details of non-wholly-owned subsidiaries of the TRINTAEBFHEREAIEERE
Group that have material non-controlling interests: B2 IFREWBRAFE:
Place of Proportion of ownership
incorporation and interests and voting (Loss)/profit allocated to Accumulated
principal place rights held by non-controlling non-controlling
Name of subsidiary of business non-controlling interests interests interests
FRRLHER FERERMHEARE ARTFHERES 2
WERRER TEEXMY BERREELY (F8)/ % R FERER
2018 2017 2018 2017 2018 2017
“B-N\E | CFtF | ZB-NE | “TF | ZB-NE | “FTLF
HK$'000 HK$'000 HK$'000 HKS'000

FET THEL FET THEL

BJ Ever Grand PRC

EREE ® 48.61% 4861% (996) 6851 139,764 149961
Summarised financial information in respect of each of the Group's BRASEEBEEEREEREZ LS
subsidiaries that has material non-controlling interests is set out below. MERE W BERERHN T
The summarised financial information below represents amounts INTHBENEZEZ2IEBAZ AT

before intragroup eliminations. MEHAT 5
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES (continued) 37.
BJ Ever Grand and its wholly owned subsidiary

Notes to the Consohdated Financial Statements %45 & M 5% 8 % W it
For the y arendedj'IDecemberZOlB B2 —F— )\ F+A=+—HIFEF

TEMBARNZFHE @)
LtREEREZERE LT

2018 2017
A —E-N\F —+F
HK$’000 HK$'000
FET FHET
Current assets MEVEE 669,582 753,557
Non-current assets FMEBEE 505,931 737,951
Current liabilities NN (438,800) (559,632)
Non-current liabilities EmBAaE (449,191) (623,378)
Equity attributable to owners of the RAREE AELER
Company 147,757 158,537
Non-controlling interests FEFE IR 139,764 149,961
Revenue WA 85,993 198,134
Expenses M (81,369) (200,009)
(Loss) profit for the year FR(EE) &R (2,048) 14,094
(Loss) profit attributable to owners of RAEIHE ARG (EE) AT
the Company (1,052) 7,243
(Loss) profit attributable to the non- FEVERR S IR (B518) & T
controlling interests (996) 6,851
(Loss) profit for the year FA(EE) &R (2,048) 14,094
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37. PARTICULARS OF PRINCIPAL SUBSIDIARIES (Continuec)

For the year ended 31 December 2018

37.

BJ Ever Grand and its wholly owned subsidiary (Continued)

BE=F— N\ A=+ ALFE

TEMBRARNZFHE @)
LtREEREZERE LT

(%)

2018 2017
“B-N\E | _T—+F
HK$’000 HK$'000
FEx FHET
Other comprehensive (expense) income AR @B A&
attributable to owners of the Company — Efb 2 (B ) WA (7,595) 11,546
Other comprehensive (expense) income — FE1Z A% 25 E (R
attributable to the non-controlling Emem (A K/A
interests (7,185) 10,923
Other comprehensive (expense) income  FREM2®E (B ) WA
for the year (14,780) 22,469
Total comprehensive (expense) income — ANAAHA AEE2E (BL)
attributable to owners of the Company U A 42 %8 (8,647) 18,789
Total comprehensive (expense) income  FEIEMIEZEE(R 2 M (FAX)
attributable to the non-controlling WA B EE
interests (8,181) 17,774
Total comprehensive (expense) income 4 /AR 2 (FI 5 ) WA 425
for the year/period (16,828) 36,563
Dividends paid to non-controlling SAT IR R IR B
interests 4,865 20,508
Net cash outflow from operating activities #&& EB)EE 2 IR HIF5E (358,053) (1,013,227)
Net cash inflow (outflow) from investing & & /EBEAEZIRERA
activities Om i) %58 43,537 (14,617)
Net cash inflow from financing activities ~ BB EB)EE 2 IR E M A FEE 371,357 1,019,229
Net cash inflow (outflow) BEmA (i) 558 56,841 (8615)
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38. STATEMENT OF FINANCIAL POSITION AND RESERVES OF

No R nsolidated Financial Statements £ LA MBERENGG
ﬁfe vear ended 31 December 2018 # 2 —F—/\F1+-A=1+—HIFZE

38. XARZMBRRKREHE

THE COMPANY
2018 2017
—E-N\EF —+tF
HKS$’000 HKS$'000
FET FET
Non-current assets FREBEE
Investment in subsidiaries REBA ﬂZTxﬁ 11 1
Amounts due from subsidiaries FEULH B~ R FIB 539,546 578,251
539,557 578,262
Current assets REBEE
Other receivables, deposits and EoAth fE UK - 1= TR K
prepayments 1,880 1,148
Amounts due from subsidiaries FEULH B~ R FIB 17,000 19,000
Bank balances and cash RITHEBEIRS 154 163
19,034 20,311
Current liabilities REBEE
Amounts due to subsidiaries FEAH B B A R 5B 323 3,822
Other payables and accruals ﬁﬁﬁﬁﬁﬁﬂ&ﬁ%d‘%ﬁﬁ 12,938 15,716
13,261 19,538
Net current Asset REBEEFE 5,773 773
Total assets less current liabilities HEERARBERS 545,330 579,035
Capital and reserves BAREE
Share capital f& A 119,192 119,192
Reserves #E 426,138 459,843
Total equity S 545,330 579,035

Approved by the Board of Directors on 26 March 2019 and are signed

on its behalf by:

WONG LIK PING

EHF
Director

EZE

BERZE—

NE=ZA=+ AEES

S UHATEERERES

LAI KA FAI
REE
Director

EZ
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38. STATEMENT OF FINANCIAL POSITION AND RESERVES OF  38. AAQA R ZMBMRR KK #E

THE COMPANY (Continued) (&)
Movement in the Company’s reserves AR ZRERS
Share
Share options  Accumulated
premium reserve losses Total
ROEE BRERE RitBE st
HK$'000 HKS'000 HK$'000 HK$'000

TAT TAT TAT TAT

At 1 January 2017 RZE—+tF—-A—H 1520921 1982 (1,114,149) 408,754
Profit and total comprehensive income AEERTIRZERALE
for the year - - 51,089 51,089
Share options lapsed BB IRHE R - (501) 501 -
At 31 December 2017 RZE—+#F
+=ZA=+-H 1,520,921 1,481  (1,062,559) 459,843

Loss and total comprehensive expense AEEEEREARY AR

for the year - - (33,705) (33,705)
Share options lapsed BiRELN - (345) 345 =
At 31 December 2018 RZE-N\F

+ZA=+—H 1520921 1,136 (1,095919) 426,138
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39. EVENTS AFTER THE REPORTING PERIOD

40.

On 8 January 2019 the Group entered into the share purchase
agreement with a connected vendor and its associates, pursuant
to which the Group has conditionally agreed to purchase the sale
share, which represent the entire issued share capital of Quantum
Power Limited (the “Target Company”) as at the date of completion,
in the consideration of HK$90,000,000 from the Vendor. The vendor’s
guarantor has agreed to guarantee the due and punctual performance
of the vendor with its obligations under the share purchase
agreement. On 1 March 2019, the completion of the sale share took
place, the Target Company has become an indirect wholly-owned
subsidiary of the Company. The Target Company and its subsidiaries
(the "Target Group") were carried out in the research and studies
and design of industrial biotechnology products, the wholesale
of food additives and the provision of technology consultation
services but have been inactive in the recent years. The Target Group
owns the approximately 6,300 square meters property in Shanghai
PRC and facilities and equipment used for research and studies of
biotechnology.

COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with
current year's presentation.

39.

40.

REHRSE
—NEF—ABN\R REEHEEGE
BT REBE AR BRI - Rt
AEBEBRKHRERNESEEHE
&5 (FBERTX BB NBRAR
(TBERR) 2 2B ITRA) R
{B7490,000,0008 7T - BT ERAERE
REFZERERBITERBRIBZ
ﬁTZ%%ﬁﬁFﬁ:#:ﬁ—niz
HERMEIETHK  BIEAR
EW%$QTZ%%%§W%Q7°
BiEZArIREMBAR ([BZEE])
ﬁﬁﬁﬁﬁﬁ&&ﬁl%i%ﬂ&%
0~ BN INEEEE AR (R EE RS AR
% MR FRENER - BIREBRF
Bl b A #16300F T K2 WMERA
R FRAEDBHE 2 BN

LR F

ETHRBFEENRDR AFEARF
E2575e




RESULTS

Financial Summary

W B 5 &

For the year ended 31 December 2018 #lZE —F—/\E+-A=1—HIF&E

ES

Year ended 31 December

HEt-A=+-BLEE

2014 2015 2016 2017 2018
—2-mE ZE-1f ZE-RE¥ ZT—+tH| ZB-N\%¥
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FET THx TR TET
(Restated) (Restated) (Restated)
(Z751) (E31) (&31)
Continuing operations FEREXE
Revenue UN - - 221212 198,134 90,523
Profit (loss) before taxation BHAEN (BR) 55,065 6,383 96,844 (29630) (359,626)
Income tax (expense) credit FEH (i) e (22918) 3568 (17,651) (6,059) (13,468)
Profit (loss) for the year from AEERERBLLEEH
continuing operations ZaH (B18) 32,147 9,951 79193 (35,689) (373,094)
Discontinued operation BRIELEER
Loss for the year from AEEREDRILEE
discontinued operation B ER (4,540) (6,503) (27,365) 14) -
Profit (loss) for the year KEEEF (BE) 27,607 3448 51,828 (35,803) (373,094)
Profit (loss) for the year TS BRIEAFE RN
attributable to: (B8):
~ Owners of the Company ~ARAEEA 27,607 3448 29813 (42,654) (372,098)
~ Non-controlling interests — R R ER - = 2015 6,851 (996)
27,607 3448 51828 (35,803) (373,094)
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AsrAND LIABILITIES EERAE

. As at 31 December

R+=A=1+-8
2014 2015 2016 2017 2018
“T-mE —T-HF ZT-RE C—ZT—+tF| ZB-N\E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FE TET TEL FE THT

.-_E:'—"F.-?P’.
Total assets BEE 1,403,565 1336047 1833875 2,584,589 1,878,875
Total liabilities BAR (149,550) (127,659) (493.978) (1230,181) (951,174)
1254015 1,208,388 1339,897 1354408 927,701
Equity attributable to owners AR R HH ARG ER

of the Company 1,253,170 1,207,543 1,187,202 1204447 787,937
Non-controlling interests FEER AR R R 845 845 152,695 149961 139,764
1254015 1,208,388 1339,807 1354408 927,701
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