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CORPORATE INFORMATION (CONTINUED)

HEAD OFFICE AND PRINCIPAL PLACE OF
BUSINESS IN HONG KONG

33 Dai Shing Street

Tai Po Industrial Estate

Tai Po, New Territories

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER

OFFICE IN CAYMAN ISLANDS

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman Islands

HONG KONG BRANCH SHARE REGISTRAR AND

TRANSFER OFFICE
Tricor Investor Services Limited
Level 22

Hopewell Centre

183 Queen’s Road East

Hong Kong

STOCK CODE
707

DESIGNATED WEBSITE FOR CORPORATE
COMMUNICATIONS

www.atvgroup.com.hk/

LREH(HE)

EREREERTELEXRME

e
RN
KT E TR
KB #3358

FEHETEROVBFRERE

Conyers Trust Company (Cayman) Limited
Cricket Square, Hutchins Drive

P.O. Box 2681

Grand Cayman KY1-1111

Cayman lIslands

EERODBFRELTE
SEBHERERAA

&8

2 /5 R ERI83H

A F A D
224%

B 13 18 5%

707
RAEMZIEEHIL

www.atvgroup.com.hk/

Annual li;;p;g 201 8 3



CHAIRMAN’S STATEMENT
EREE

On behalf of the board of directors (the “Board”) of Asia Television Holdings
Limited (the "Company”), | am pleased to present the annual results of the
Company and its subsidiaries (together, the “Group”) for the year ended
31 December 2018.

FINANCIAL RESULTS

The revenue of the Group for the year ended 31 December 2018 was
approximately Renminbi (“RMB") 166.0 million (2017: RMB150.7 million), an
increase of approximately 10.1% compared to the year before. The loss before
taxation of the Company amounted to approximately RMB840.0 million (2017:
RMB118.9 million), representing a significant increase of 606.2% from 2017.

The significant increase in loss before taxation for the year ended 31 December
2018 is mainly attributable to (i) impairment loss on goodwill arising from
the acquisition of Asia Television Limited (the “Acquisition of ATV") and its
subsidiaries; (ii) impairment loss on interests in an associate; (iii) impairment
loss recognised in respect of intangible assets; and (iv) an increase in operating
expenses due to the newly development of media, cultural and entertainment
business relating to the Acquisition of ATV.

Loss per share amounted to approximately RMB0.113 (2017: RMB0.025), while
the net asset value per share attributable to owners of the Company was
approximately RMBO0.07 at the end of 2018 (2017: RMBO0.18).

No dividend has been paid or declared by the Company during the year (2017:
Nil). The Board resolved not to declare the payment of any final dividend for
the year (2017: Nil).

BUSINESS REVIEW

During the year ended 31 December 2018, the Group had engaged in four
business streams including (i) the processing, printing and sales of finished
fabrics and subcontracting services and the trading of fabric and clothing
business (the “Fabrics and Trading Business”); (i) the money lending business;
(i) securities investment and securities brokerage services business (the
“Investments and Brokerage Services Business”); and (iv) media, cultural and

entertainment business.
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CHAIRMAN’S STATEMENT (CONTINUED)

An outline of the business review of the four business streams is described

below:

()

(i)

(iii)

(iv)

Fabrics and Trading Business
The overall in 2018.

Demand from emerging markets remained weak and the substantial

business environment remained challenging

increases in direct costs continued to put pressure on gross profit
margin. For the year 2018, the turnover contributed by the Fabrics and
Trading Business was approximately RMB94.9 million (2017: RMB114.8
million), representing a decrease of 17.3% from the previous year. Gross
profit from the operation has dropped from RMB4.2 million in 2017 to
gross loss of RMB17.9 million in current year, representing a 526.2%
year-over-year decline.

Money Lending Business

For the year ended 31 December 2018, the interest income contributed
by the money lending business was approximately RMB18.2 million
(2017: RMB14.7 million) with EBITDA result of approximately RMB12.8
million (2017: RMB4.8 million).

Investments and Brokerage Services Business

As the stock market was volatile in 2018, the Group had recorded
an overall fair value loss of approximately RMB43.6 million from the
securities investment business (2017: fair value loss of RMB16.7 million).

The revenue generated from the securities brokerage services business
was approximately RMB28.2 million (2017: RMB20.7 million), the
significant increase in revenue since the completion of acquisition
of Million Federal International Limited together with its subsidiary,
Sincere Securities Limited in March 2017 was mainly due to the revenue
generated from margin financing interest income. The Group’s overall
Investment and Brokerage Services Business was satisfactory and
contributed a stable income to the Group.

Media, Cultural and Entertainment Business

During the year under review, the turnover of the media, cultural and
entertainment business was approximately RMB24.8 million (2017: 0.6
million). The improvement of the revenue was mainly contributed by
advertising and sponsorship income from the launch of over-the-top
platform, including set-top-boxes, mobile app and website. EBITDA
for the year ended 31 December 2018 was at a loss of approximately
RMB151.0 million (2017: RMB47.0 million) due to the start-up costs
associated with renovated and revamped the existing facilities at Tai Po
and acquired new digital production and editing equipment to remaster
and digitalise existing programme library and archives, developed a
digital broadcasting and distribution platform, and invested in new
content production and licenced contents for our OTT (Over-The-Top)

platform.
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CHAIRMAN’S STATEMENT (CONTINUED)

EF#E(R)

LONG TERM CORPORATE STRATEGIES

Being heavily invested in media, cultural and entertainment business, the
Group aims to expand vertically to provide our customers with a “one-stop”
advertising solution from creative production to media delivery. In the medium
to long term development, it is expected that our platform will cover other
Cantonese-Speaking regions. We will focus on developing Malaysia and the
Greater Pearl River Delta region before moving on to other countries with large
populations.

BUSINESS OUTLOOK

Despite the headwinds and challenges ahead, we will continue to enhance our
corporate transparency and strengthen our corporate governance and internal
control. We will take every opportunity to optimise our business to enrich
the value of the shareholders of the Company (the “Shareholders”). With the
concerted efforts of the management and the staff of the Group, we are
confident and optimistic about the Group’s future growth and outlook.

APPRECIATION

On behalf of the Group and the Board, | would like to express uttermost
gratitude to our employees for all your effort and contribution. | would also
like to thank our Shareholders, investors, business partners and customers who
have been offering great support and assistance to us. We are confident about
the future development prospects of the Group and will continue to forge
ahead with innovative development and generate ideal investment returns for
Shareholders.

Deng Jun lJie
Chairman
Hong Kong, 27 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS AND FINANCIAL REVIEW

During the year ended 31 December 2018, Asia Television Holdings Limited
(the "Company”) and its subsidiaries (together, the “Group”) had engaged
in four business streams including (i) the processing, printing and sales of
finished fabrics and subcontracting services and the trading of fabric and
clothing business (the “Fabrics and Trading Business”); (ii) the money lending
business; (iii) securities investment and securities brokerage services business
(the “Investments and Brokerage Services Business”); and (iv) media, cultural

and entertainment business.

Fabrics and Trading Business

The Group continued to engage in the Fabrics and Trading Business during
the financial year. The overall business environment remained challenging in
2018. Demand from emerging markets remained weak and the substantial
increase in direct costs continued to exert pressure on gross profit margin.
The fierce competition also made it difficult to pass on various cost increases
to customers, along with increasingly demanding environmental standard and
requirements applicable in the manufacturing processes. As a result, the Group
has focused improving operating efficiency and managing costs last year. We
also took other appropriate strategic and operational measures to deal with
operational challenges.

For the year 2018, the turnover contributed by the Fabrics and Trading Business
was approximately Renminbi (“RMB”) 94.9 million (2017: RMB114.8 million),
representing a decrease of 17.3% from the previous year. Gross profit from the
operation has dropped from RMB4.2 million in 2017 to gross loss of RMB17.9
million in the current year, representing a 526.2% year-on-year decline. The
decrease in revenue and segment gross loss were primarily due to the fact
that (i) the Group was unable to pass on all the increased costs (such as
costs related to labour and increasingly stringent environmental protection
requirements) and decrease in the average selling price of the fabric owing
to intense competition in the market; (i) most of the material costs have
increased dramatically during the year; (iii) the economic environment of the
People’'s Republic of China (the “PRC”) has becoming more uncertain due
to the slowdown of economic growth in the PRC, driven by the structural
adjustment in the domestic economy and structural reform on the supply side.
Besides, operating environment was unfavourable owing to the escalating trade
tensions between the United States (the “US”) and the PRC, which has brought
uncertainties to the future of the textile industry as well as weakened demand
from customers. We anticipate the fabric manufacturing and trading industry
will further undergo a process of consolidation and we will continue to adopt
stringent cost control measures to counteract the operational headwind.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FHEARR S W (])

Money Lending Business

The money lending business is conducted through Rende Finance Limited, a
locally licenced money lender under the Money Lenders Ordinance (Chapter
163 of the Laws of the Hong Kong). As at 31 December 2018, the loan
balances were approximately RMB100.2 million (2017: RMB138.3 million) with
terms of 3 months to 1 year.

The money lending business has gradually grown at a stable pace into a
significant loan portfolio. The Group adopted the money lending policy and
procedure manual which provide guidelines on the handling and monitoring
of money lending procedures according to the Money Lenders Ordinance. For
the year ended 31 December 2018, the interest income contributed by the
money lending business was approximately RMB18.2 million (2017: RMB14.7
million) with EBITDA result of approximately RMB12.8 million (2017: RMB4.8
million).

As a matter of risk management exercise, we will not further enlarge the
exposure of the money lending business. We will remain prudent in our
credit approval process and exercise stringent internal process in screening
applications.

Investment and Brokerage Services Business

During the year under review, the overall performance of the Group's securities
investment business was less than satisfactory. The stock market was volatile
in 2018 and the Group recorded an overall fair value loss of approximately
RMB43.6 million (2017: RMB16.7 million) from the securities investment
business. The decrease in fair value of the securities investment was mainly
due to the volatility caused by the US-China trade war, US rate hikes, the
weakening RMB and economics in emerging markets, which lead to the overall
dissatisfactory performance of the stock market.

As at 31 December 2018, the aggregate amount of the Group’s financial assets
at fair value through profit or loss is approximately RMB123.2 million (2017:
RMB52.4 million). The Group managed a portfolio of securities listed in Hong
Kong and overseas.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The revenue generated from the securities brokerage services business was
approximately RMB28.2 million (2017: RMB20.7 million), significant increase
in revenue since the completion of acquisition of Million Federal International
in March
2017. The Group's overall Investment and Brokerage Services Business was

Limited together with its subsidiary, Sincere Securities Limited,

performing well. The improvement of revenue from the securities brokerage
services business was mainly due to the revenue generated from margin
financing interest income. We expect the revenue arising from brokerage
commissions, corporate finance as well as margin financing businesses will
continue to contribute to the Group as a stable source of income.

Media, Cultural and Entertainment Business

The Group has noticed the potential growth of media, cultural and
entertainment sector and has commenced to look into related development
cultural and

(2017: 0.6

million). The improvement of the revenue was contributed by advertising

opportunities. During the vyear, turnover of the media,

entertainment business was approximately RMB24.8 million

and sponsorship income from the launch of OTT (over-the-top) platform,
including set-top-boxes, mobile app and website. EBITDA for the year ended
31 December 2018 was a loss of approximately RMB151.0 million (2017: a
loss of approximately RMB47.0 million) due to start-up costs associated with
renovation of the existing facilities at Tai Po and the acquisition of new
digital production and editing equipment to remaster and digitalise existing
content library and archives, developed a digital broadcasting and distribution
platform, and the new content production and licenced contents for our
media platform. During the period under review, we have also revived our
most popular and classic contents such as “Who want to be a Millionaire?”
and “Miss Asia Pageant”, along with our new programmes. The Group has
expanded its management team and recruited talents in the media and
entertainment industry for the launch of mobile application and OTT platform

during the period under review.

The short-term strategy for our media and entertainment business is to expand
its multiple digital platforms with big data social media platforms. Our goal
is to establish a high-quality advertising platform with strong customer base.
In the long run, we aim to expand vertically to provide our customers with a
“one-stop” advertising solution from creative production to media delivery. In
the medium to long term development, it is expected that our platform will
cover other Cantonese-Speaking regions. We will focus on developing Malaysia
and the Greater Pearl River Delta region before moving on to other countries
with large populations.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FHEARR S W (])

DETERIORATE IN FINANCIAL PERFORMANCE
During the year ended 31 December 2018, there were gross loss and net
loss of approximately RMB97,807,000 and RMB839,139,000 respectively due
to unexpected bad performance of media, cultural and entertainment cash-
generating unit (“Media CGU") and Yong Tai Berhad (“Yong Tai").

The Group incurred significant expenses in cost of sales of approximately
RMB263,832,000 including amortisation of intangible assets, direct staff
costs, net write-down of inventories of approximately RMB56,543,000,
RMB59,845,000 and RMB42,597,000 respectively. Hence, there was significant
gross loss of approximately RMB97,807,000 for the year ended 31 December
2018.

Also, Media CGU was unable to achieve our expectation resulting in
impairment loss of intangible assets and property, plant and equipment of
approximately RMB40,683,000 and RMB26,531,000 respectively according to
our assessment as at 31 December 2018. Also, impairment loss on goodwill of
approximately RMB114,366,000 was recognised in profit and loss during the
year and was mentioned in the supplemental circular of the Company dated
on 24 October 2018.

On the other hand, Yong Tai performed (i) the impairment assessment of
intangible assets and property, plant and equipment and (i) expected credit
loss assessment of financial assets resulting in significant share of loss of Yong
Tai of approximately RMB205,129,000. Also, the quoted market price of the
shares of Yong Tai significantly and continuously decreased during the year
resulting in significant impairment loss on interest in Yong Tai of approximately
RMB56,798,000.

Apart for the aforementioned impairment, there was significant decrease in
the fair value of the financial assets at fair value through profit or loss as at
31 December 2018 resulting in fair value loss on financial assets at fair value
through profit or loss of approximately RMB43,589,000 for the year ended
31 December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

During the year ended 31 December 2018, the Group disposed certain
financial assets at fair value through profit or loss resulting in gain on
disposal of financial assets at fair value through profit or loss of approximately
RMB5,247,000 included in the fair value loss on financial assets at fair value
through profit or loss for the year ended 31 December 2018 of approximately

RMB43,589,000.

As the reasons mentioned above,
approximately RMB839,139,000 for the year ended 31 December 2018.

there was significant net loss of

Impairment losses
The impairment loss of approximately RMB127,618,000 is made for the
following segments:

TEHEARR S (&)

HEZ -—/\$+ A=+—HLEE A4%£H
HEETRATEFABREZHBEE S
tlj’%ﬁ?ﬂ¥@§+7\$§i*HEZHH%EEWE%J}\E
#5,247,000C  FFABIZE_ZE—N\FTA=+
—BALFEREAFEAABEEREZVBEEZR

1B /&5 48 4943,589,0007T °

HRERRA B2 /\F+=ZA=+—H
IFFENERXNFEEB AN ARKS39,139,0007T °

WEEE
SRLE B 1B 9 A R #5127,618,000 T 2R B A T4 &6 -

RMB’000
ARMFT

Processing, printing and sales of finished fabrics and M FE Z A @A R0 T

subcontracting services in the PRC ENTE R E R D 8BRS

(“Fabrics CGU 1") (i) (MR EEERG)

— Property, plant and equipment — W BB REE 3,606
Entertainment and media (“Media CGU") (ii) RERFR(HEBRESEEENMD (i)

— Property, plant and equipment —ME - WERFEE 26,531

— Intangible assets —EEEE 40,683
Interest in an associate (iii) BB R 7] 2 B g (i) 56,798
Total #Er 127,618

According to Hong Kong Accounting Standard (“HKAS") 36 — Impairment of
Assets, the Group shall assess at the end of each reporting period whether
there is any indication that an asset may be impaired. The directors of the
Company identified the following impairment indication during their review
of Fabrics CGU 1,
These following impairment issues are first identified when the impairment

Media CGU and interest in an associate of the Group.

assessment performed during the period from the end of the reporting period
to the date of report.

BREFESHEN(EB LA E36RE -5
ERE AEERNSHREHRILEERST
EAERENTR ARAEENEMNHHARS
ELEM HERSELBNLASZERRE
BRBAIZEGBEHERATREIR - ATRE
BMEDNIERREARFRAMMRMERER -
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EERHMER S (&)

(i)

(i)

12

Fabrics CGU 1

During the course of preparing of the Group’s Financial Statements
for the year ended 31 December 2018, the directors of the company
identified:

a) The demand from emerging markets of fabrics business remained
weak; and

b) There were downsize of sale scale and gross profit margin in
Fabrics CGU 1.

Therefore, the directors concern about the recoverability of the carrying
amounts of the CGUs under Fabrics segment and performing impairment
review on non-financial assets of these CGUs.

During the impairment assessment of Fabrics CGU 1, the management
of the Company identified the indications that property, plant and
equipment of Fabrics CGU 1 may be impaired.

Media CGU

During the directors of the Company reviewing the profit and cash
flow forecast for the year ending 31 December 2019 of Media CGU
prepared by the management team of Media CGU on end of 2018, the
directors alerted that the revenue and profit before tax for the forecast
by 2019 is far below their expectation due to the actual advertising
and subscription income for the year of 2018 worse than expected as
a result of the weak demand for the over-the-top platform including
set-top-boxes, mobile app and website. The directors of the Company
requested the management team to perform a five years-forecast to
demonstrate to the board for the overall long-term performance of
Media CGU, in addition, the board have based on the same five years
forecast to assessing any impairment problem on the non-financial assets
of Media CGU. Moreover, there was net loss in Media CGU during the
years ended 31 December 2017 and 2018.

In addition, the performance of the media, cultural and entertainment
business has underperformed management’s expectations as the actual
income generated from the over-the-top platform for the year of 2018
worse than expected due to the weak demand for the over-the-top
platform. Hence, the directors of the Company prepared the cash flow
forecast for and identified that the recoverable amount may be lower
than the carrying amount of Media CGU.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

(iii) Interest in an associate

During the year ended 31 December 2018 and up to the date of
announcement, the quoted market price of the ordinary shares and
Irredeemable Convertible Preference Shares of Yong Tai Berhad (“Yong
Tai") listed on the Main Market of the Bursa Malaysia Securities Berhad
significantly and continuously decreased since second quarter of 2018.
Comparing with their highest quoted market prices of Malaysian Ringgit
("RM")1.69 and RM1.2 respectively in 2018, their highest quoted market
prices decreased by 78.11% which compared with RM0.37 and RM0.26
respectively. Also, the Group shared the loss of Yong Tai's result of
approximately RMB205,129,000 for the year ended 31 December 2018.
The directors of the Company considered that as Yong Tai is a listed
company in Malaysia, it's quoted market prices is a significant reference
of the recoverable amount to the carrying amount of interest in an
associate of the Group, however, as the poor performance of trading
securities of Yong Tai as above, the directors believe the recoverable
amount of Yong Tai may not be cover the carrying amount of interest
in an associate in the foreseeable future. Hence, the directors of the
Company identified that it was the indication that the interest in Yong
Tai was impaired.

Apart from the aforementioned
RMB127,618,000, the directors of the company identified that the realisable
values of the inventories in Media CGU and Fabrics CGU 1were below their

impairment loss of approximately

costs during the course of preparing of the Group’s Financial Statements for
the year ended 31 December 2018. Therefore, the directors of the company
recognised impairment loss on inventories in Media CGU and Fabrics CGU 1of
approximately RMB42,597,000 in cost of sales for the year ended 31 December
2018 in accordance with HKAS 2 Inventories

Due to the aforementioned indications, the Company conducted the

impairment assessments of Fabrics CGU 1, Media CGU and interest in an

associate in accordance with HKAS 36.

The Group recognised the impairment loss of approximately RMB127,618,000
in profit or loss during the year due to the recoverable amounts of Fabrics
CGU 1, Media CGU and interest in an associate were lower than their carrying
amounts.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EERHMER S (&)

Recoverable

Exchange

Carrying Impairment
difference
5 =5
RMB’000

AR¥T T

loss

RN SE
RMB’000
ARET T

amount

AT 4 (B 5 &8
RMB'000
ARE T T

amount
FREE
RMB’'000
AR¥T T

Fabrics CGU 1 (i) MERESEEENM () 24,257 20,651 3,606 —
Media CGU (ii) 5 B8 3R & 2 A B AL 594,355 524,434 67,214 2,707
Interest in an associate RN
— Yong Tai (iii) — JK A (i) 174,939 118,141 56,798 —
Total st 793,551 663,226 127,618 2,707
(i) Fabrics CGU 1 (i) HHREBEELELENT

14

The recoverable amount of Fabrics CGU 1 as at 31 December 2018 has
been determined to be approximately RMB20,651,000 based on the
value-in-use calculation prepared by the independent firm of valuers,
Valtech Valuation Advisory Limited (“Valtech”) under the best estimation
of the management of the Company. That calculations use cash flow
projections based on financial budgets approved by management
covering 5 years. The pre-tax discount rate used of 17.32% (Post-tax
discount rate: 11.39%) for Fabrics CGU 1. Management determined
the budgeted revenue and costs based on past performance and its
expectations for the market development. The cash flows beyond 5
years have been extrapolated using a zero growth rate.

For the determination of discount rate, the valuer made reference to
the latest market data when they performed the valuation. There were
change in prevailing market data, including risk free rate, equity risk
premium, financial information of selected comparable companies, size
premium between the years of 2017 and 2018. Hence, the different
discount rates were adopted for the years of 2017 and 2018.

There were 4 Fabrics CGUs as at 31 December 2017. As at
31 December 2018, Fabrics CGU 3 and 4 were inactive and de-
registered on 21 January 2019 and 22 January 2019 respectively. In
the remaining Fabrics CGU 1 and 2, the management only identified
impairment loss of Fabrics CGU 1 as at 31 December 2018.

ASIA TELEVISION HOLDINGS LIMITED
THNERZRAERL A
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(ii)

MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Media CGU

The recoverable amount of Media CGU as at 31 December 2018 has
been determined to be approximately RMB524,355,000 based on the
value-in-use calculation prepared by the management of the Company
under the best estimation of the management of the Company. That
calculations use cash flow projections based on financial budgets
approved by management covering an indefinite period. The pre-
14.20%)
for Media CGU. Management determined the budgeted revenue and

tax discount rate used of 15.29% (Post-tax discount rate:

costs based on past performance and its expectations for the market
development. The cash flows beyond 5 years have been extrapolated
using a 3% growth rate for revenue and expenses respectively.

Also,
allocated to the non-financial assets of this CGU on a pro-rata

the impairment loss of approximately RMB67,214,000 was

basis in accordance with HKAS 36. Hence, the carrying amount of
property, plant and equipment and intangible assets was impaired by
approximately RMB26,531,000 and 40,683,000, respectively, which is
based on their portion of non-financial assets with impairment situation
of this CGU.

As per the reasons aforementioned in (1)(ii), the management of the
Company sought more accurate discount rate of Media CGU and
appointed Valtech to access the discount rate of Media CGU for the
year ended 31 December 2018.

The discount rate of Media CGU for 2017 was accessed by the
management internally. The management adopted an aggressive
discount rate of Media CGU for 2017. Hence, no impairment loss was
required for the year ended 31 December 2017.

There were change in prevailing market data, including risk free rate,
equity risk premium, financial information of selected comparable
companies and size premium. Hence, the discount rate of Media CGU
was changed.

(i)
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)
EERHMER S (&)

(iii) Interest in an associate — Yong Tai (i) RBEELNFGZED — KX

During the course of impairment assessment, the directors of the RETRENER  KAAEEF2EKK
Company reassessed the recoverable amount of interest in Yong Tai T@R LT B EREERAR T —
with reference to the quoted market price of the ordinary shares NEFE+_A=+—HWHERE EFF
and Irredeemable Convertible Preference Shares of Yong Tai as at R KR 2RO WEISEE « thoh - &
31 December 2018. In addition, the directors has also assessed the value ENEAEAKARAEEEERBENATRD
per share on recoverable amount of assets and liabilities of Yong Tai CHE2EREBE BEER-_ZT-N\F+
Group as at 31 December 2018, which is close to its quoted market AT —HBOTE®RE -

price as at 31 December 2018.

Value of inputs A B
Fabrics CGU 1 Media CGU
mRR e HERe
E AN EEBN
Projected cash flow in first year BEBARERE
(RMB'000) (i) (AR®ETFT) ) 3,911 34,445
Discount rate (ii) Bl 3R 3 (i) 17.32% 14.20%
Growth rate (i) and (iv) & K (jii) K (iv) 0% 3%
(i) Projected cash flow in first year excluded one-off transaction in 2019. (i) BEFEARERETERER-_ZE—NLFHN
—RERG e
(ii) Discount rate is based on WACC reflecting current market assessment of (ii) BRI EDNERNRBEESHHEEELN
the time value of money and the risk specific to those CGU (See HKAS ZERGELBEUNFERRZRED
36.55) G EONETHERARA(REAES
A HI36.55)
(i) The directors of the Company considered the growth rate of Fabrics CGU (i) EBARIRREELABMINEFRERD
1 is zero due to the downsize of business in Fabrics CGU 1. AABEEZRAMHARSEELEE1H1Z
(iv) The directors of the Company have commenced to look into related (iv) ARNRERZCHKRZEEEERSEA SN
development opportunities of Media CGU. Hence, they determined the WIEREREKE Al  EFERES
growth rate of Media CGU based on Hong Kong GDP. BRWAEEREETEERSELEEN
K RE -
1 6 ASIA TELEVISION HOLDINGS LIMITED
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

The remedial actions to be undertaken

The management has commenced to look into related development
opportunities of Media CGU such as diversified source of income and is
processing the following actions to improve the financial performance of the
Group:

(i) negotiating with third parties to jointly organise music events and
produce film rights;

(ii) negotiating with third parties to invest in film rights;

(i)  developing non-domestic television services (i.e. Malaysia and the
Greater Pearl River Delta region);

(iv)  implementing policies to monitor cash flows through cutting costs and
capital expenditure;

v) negotiating with travel agencies to boost revenue of operation of
tourism stage performance and sales of property projects in Melaka;
and

(vi)  organising events such as chartered shows and cruise liners to enhance
revenue from operation of tourism stage performance in Melaka.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, the Group had total assets of approximately
RMB1,433.0 million (2017: RMB1,693.1 million) which were financed by current
liabilities of approximately RMB918.9 million (2017: RMB392.9 million), non-
current liabilities of approximately RMB76.7 million (2017: RMB1.4 million) and
the shareholders of the Company (the “Shareholders”) equity of approximately
RMB461.8 million (2017: RMB1,257.6 million).

As at 31 December 2018, excluded clients’ monies in segregated account, the
Group's cash and bank balances were approximately RMB37.3 million (2017:
RMB121.7 million), while pledged bank deposits amounted to RMB20.6 million
(2017: RMB38.4 million). As at 31 December 2018, the secured bonds were
fixed-rate and were denominated in Hong Kong dollars (“HK$"), the short-
term bank loans were fixed-rate loans and denominated in RMB whereas short-
term loans from other financial institution and other borrowing were fixed-rate
loan and denominated in HK$. The Group’s borrowings were secured by land
use rights, property, plant and equipment, pledged interest in an associate,
investment properties, intangible assets, goodwill, inventories, trade and other
receivables, deposits and prepayments, loan receivables, financial assets at fair
value through profit or loss, pledged bank deposits and bank balances and
cash of the Group. Also, one of short term loan from other financial institution
is guaranteed by a substantial shareholder and director of the Company.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FHEARR S W (])

The current ratio, being a ratio of total current assets to total current
liabilities, was approximately 0.8 (2017: 2.2). The gearing ratio, being a ratio of
borrowings (comprising obligation under finance leases, bond payables, short-
term bank loans, short-term loans from other financial institutions and other
borrowings as at 31 December 2018) to Shareholders’ equity, was 117.8%
(2017: 17.3%).

CAPITAL STRUCTURE

As at 31 December 2018, the Company’s authorised share capital was
HK$2,000,000,000 divided into 20,000,000,000 shares of HK$0.1 each, of
which 7,055,668,000 ordinary shares were in issue and fully paid.

Issue of Shares under share option scheme
During the year ended 31 December 2018, no share options were issued,
lapsed and exercised.

CHARGES ON ASSETS

As at 31 December 2018, the Group’s borrowings were secured by assets with
a total carrying value of approximately RMB1,433.0 million (2017: RMB161.2
million).

Save for disclosed above, the Group does not have other charges on the
Group's assets.

CAPITAL EXPENDITURES

As at 31 December 2018, the Group has no capital commitments (2017: Nil)
in respect of purchases of property, plant and equipment.

18 ASIA TELEVISION HOLDINGS LIMITED
THNERZRAERL A

RBLER(RBEERERURSBEBE L
E)M AR08 (ZE—+F:22) c BRABEBHER(E
EBER-_ZE-N\Et+-_A=+t—-Bz@EHEE
AIE - ENES RHBTER  REEM SR
BEZEHERUAREMEE)RUARR#EZ 2
L) B117.8% (ZZF —HF 1 17.3%) °

BRER

RZZE—NFEF+_A=Z+—8 ARAZEER
7K /2,000,000,0007% JT + 4 £20,000,000,000 %
FREBE1IE T Z’G - EH7,055668,0000% F
BRAECEITRAER -

REBEBREBRITRGD
RBE-F—\F+-_A=t+-BLFE U=
BARMAEET  DRRRETE -

EEAT

RZE—NF+-_A=1+—8 XEBZHEEUN
A BRTE E 4 A R%1,433,000,0007C (ZZF —+4F -
A FR#161,200,0007T) HY & EEIL I -

BEXPEEELEN AEETEEHASEEE
ZHMMRE -

EXRX

RoB—\F+=A=+—8 AEELEEH
BENE BERRBZERER(CT—L4F:
) -



MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

CONTINGENT LIABILITIES AND EXCHANGE RISK
EXPOSURE

As at 31 December 2018, the Group had provided corporate guarantee to
a bank in respect of certain credit facilities granted to Shasing-Shapheng
(Quanzhou) Textile Industrial Co., Ltd. (“Shasing-Shapheng Quanzhou”) of
which RMB40,000,000 (2017: Nil) was drawn down. The total amounts to be
guaranteed by the Group should not exceed RMB50,000,000. The effective
period of the guarantee should be from 16 July 2018 to 15 July 2023. No
provision for the Group’s obligation under the guarantee contract had been
made as the directors of the Company considered the possibility that Shasing-
Shapheng Quanzhou would not meet their obligations to the bank is remote,
and it was not probable that a claim will be made against the Group under
the guarantee contract.

Save for disclosed above, the Group does not have other contingent liabilities.

Most of the Group’s assets and liabilities are denominated in Hong Kong dollars
and Renminbi, which are the functional currencies of the respective group
companies. The Group has not entered into any instruments on the foreign
exchange exposure. The Group will closely monitor exchange rate movement
and will take appropriate action to reduce the exchange risk.

PRINCIPAL RISKS AND UNCERTAINTIES

Please refer to notes 4, 5 and 6 to the consolidated financial statements and
the section “Contingent Liabilities and Exchange Risk Exposure” for further
discussion on other risks and uncertainties.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FHEARR S W (])

MATERIAL ACQUISITIONS AND DISPOSALS OF
THE GROUP

Acquisition of ATV

As at the date of acquisition of Star Platinum Enterprises Limited (“Star
Platinum”) during 2016, Star Platinum has entered into a sale and purchase
agreement with six independent vendors on 30 April 2016 relating to the
acquisition of approximately 52.42% of the entire issued share capital of
Asia Television Limited (“ATV") and all related debts provided to ATV by the
vendors, at a total consideration of HK$500 million (referred to the “Acquisition
of ATV").
statements.

Details are set out in note 11(b) to the consolidated financial

Preparation of the supplemental circular for the
Acquisition of the ATV

For the preparation of the supplementary circular for the Acquisition of ATV.
The management of the Group has started gaining limited and incomplete
access to the ATV’'s books and records and facing significant practicable
difficulties with limited access due to its incomplete books and records (e.g.
incomplete filings with the books and records inconsistent with relevant
supporting documents; difficulty in ascertaining the completeness of the books
and records; absence of accounting staff of the ATV who have sufficient and
relevant knowledge to provide assistance; and the suspended and obsolete
accounting and operation system of ATV has problem to be reactivated). As a
result, the Group has limited and incomplete access to the ATV’s books and
records and the information currently obtained is not ready or sufficient for
the purpose of preparing financial information of ATV.

In view of the situation mentioned above, the Group had appointed a
professional accounting firm to update the books and records of ATV and an
audit firm to perform statutory audits of ATV. Subsequently, the updated books
and records of ATV and the outstanding audited reports of ATV were prepared
and the supplemental circular for the Acquisition of ATV was dispatched to
Shareholders on 24 October 2018.

Acquisition of ICPS of Yong Tai

On 9 January 2018, Full Winning Developments Limited (“Full Winning”), a
direct wholly-owned subsidiary of the Company entered into an agreement
with Jade Stones Group Limited (“Jade Stones”) to acquire 60,000,000
issued Irredeemable Convertible Preference Share (“ICPS”) of Yong Tai
representing approximately 27.77% of the entire issued ICPS of Yong Tai at
the consideration of RM66,000,000. The acquisition of ICPS was completed
on 17 January 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

Disposal of Million Federal

On 16 July 2018, Co-Prosperity Investment (International) Limited, an indirect
wholly-owned subsidiary of the Company entered into a sale and purchase
agreement to dispose 60% of the entire issued share capital of Million
Federal International Limited (“Million Federal”) and its subsidiaries at the
consideration of approximately RMB85 million (equivalent to HK$100 million).
Sincere Securities Limited (“Sincere Securities”), a wholly-owned subsidiary of
Million Federal, is licensed to carry out type 1 (dealing in securities), type 4
(advising on securities) and type 9 (asset management) regulated activities.

The transaction has not been completed up to the date of this report.

CONNECTED TRANSACTIONS

Certain related party transactions as disclosed in note 38 to the consolidated
financial statements also constituted connected transaction within the meaning
of the Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”). Details of such transactions have been disclosed in compliance
with the disclosure requirements in accordance with Chapter 14A of the Listing

Rules and summarised below:

Acquisition of ICPS of Yong Tai

On 9 January 2018, Full Winning entered into an agreement with Jade Stones
to acquire 60,000,000 ICPS of Yong Tai, representing approximately 27.77%
of the entire issued ICPS of Yong Tai at the consideration of RM66,000,000.

The sole director and the sole shareholder of the Jade Stones and its
associates, are also the directors and ultimate beneficial owners of a substantial
shareholder of Million Federal, holding approximately 36.88% of the total
issued share capital of Million Federal. Million Federal is also not a connected
subsidiary as defined under Rule 14A.16 of the Listing Rules. Accordingly, the
Jade Stones and Full Winning are connected persons at subsidiary level of the
Company under Chapter 14A of the Listing Rules. Accordingly, the acquisition
of ICPS of Yong Tai constitutes a partially exempt connected transaction for
the Company under the Listing Rules and is exempted from shareholders’
approval requirement and only subject to the reporting and announcement
under Chapter 14A of the Listing Rules. The acquisition was completed on
17 January 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS (CONTINUED)

FHEARR S W (])

The Loan under the Loan Agreement

On 28 January 2019, the Company, as the borrower, entered into a loan
agreement (the “Loan Agreement”) with Tse’s Finance Limited, as the lender,
pursuant to which the Lender agreed to provide to the Borrower a term
loan of HK$50,000,000, at an interest rate of 2.5% per month for a term
of 2 months. Pursuant to the Loan Agreement, the Company shall repay the
principal amount of the Loan in full on the maturity date of the Loan and the
interest paid in advance on the drawdown date.

The substantial shareholders of the lender and its associates, are also the
substantial shareholder of Million Federal, holding approximately 32.87%
of the total issued share capital of Million Federal. Million Federal is not
a connected subsidiary as defined under Rule 14A.16 of the Listing Rules.
Accordingly, the lender is connected person at subsidiary level of the Company

under Chapter 14A of the Listing Rules.

EMPLOYMENT
As at 31 December 2018, the Group had about 632 employees (2017: 740
employees) in Hong Kong and in the PRC.

Remuneration packages for the employees were maintained at a competitive
level of the jurisdiction within which the employees were employed to attract,

retain and motivate the employees and were reviewed periodically.

In addition, during the year, the Group maintained a share option scheme for
the purpose of providing incentives and rewards to the eligible participants
for their contributions to the Group. The share option scheme was adopted

at the annual general meeting of the Company on 15 June 2016.
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DIRECTORS’ BIOGRAPHIES

EXECUTIVE DIRECTORS

Mr. Deng Jun lJie, aged 48, is currently the Chairman of the board of directors
(the “Directors” and the “Board” respectively) and an executive Director of the
Company. Mr. Deng joined the Group in June 2018. He is also the chairman
of the board of directors of Honghu Capital Co. Ltd., a substantial shareholder
of the Company, a chairman of a number of companies in the PRC and the
director of certain subsidiaries of the Company. He was also the chairman,
an executive director and the chairman of the nomination committee of
China Water Industry Group Limited (stock code: 1129), a company listed on
the Main Board of the Stock Exchange, from 21 April 2017 to 4 September
2018. He possesses over 25 years of experiences in industrial sector, involving
real estates, environmental protection, culture, aviation and other fields. He
specialises in the formulation and development of corporate strategic planning,
corporate management and daily operations. Furthermore, with over 15 years
of experiences in financial investment and capital operation, Mr. Deng is
well versed with the financial markets and capital markets domestically and
overseas, in addition to relevant laws and regulations. He has a keen insight
and judgment on markets and comparatively strong risk control capability that
enable him to seize investment and profit opportunities by taking the lead in
several mergers, acquisitions and restructuring projects in the PRC and abroad.
Mr. Deng Rong Jie, the director of certain subsidiaries of the Company, who
is the brother of Mr. Deng.

Mr. Wang Jia Si, aged 61, is currently an executive Director and Chief Executive
Officer of the Company. He joined the Group on 27 November 2018. He is
currently the dean of the School of Journalism and Communication and a
distinct professor of Anhui Normal University. From March 2016 to October
2016, Mr. Wang was the managing director of Hong Kong TV International
Media Group Limited (“HK TV International”) and subsequently appointed as
chief consultant of HK TV International from May 2017 to September 2018.
From May 1992 to January 2014, he had served as various key positions in
Anhui Daily News Group, officer of the editor-in-chief’s office, assistant editor,
deputy editor-in-chief, editor-in-chief, and president. In 2000, Mr. Wang was
awarded a postgraduate diploma in law from the Party School of the Central
Committee of the Communist Party of China. Mr. Wang has been awarded a
special allowance certificate by the State Council of the PRC in recognition of
his outstanding contribution to the development of career in social sciences,
the “Changjiang Tao Fen Award”, known as one of the highest personal award
in the PRC press, awarded by the All-China Journalists Association and was
selected by the General Administration of Press and Publication of the PRC as
one of the PRC’s top 100 publishing entrepreneurs.
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DIRECTORS’ BIOGRAPHIES (CONTINUED)

EFCEER)

Mr. Chan Wai Kit, aged 36, is currently an executive Director of the Company.
He joined the Group on 27 November 2018. He holds a Bachelor Degree in
Information Systems and a Master Degree of Accounting from Curtin University
of Technology, Australia. He has been appointed as a committee member
of the 9th Committee of Maoming City of The Chinese People’s Political
Consultative Conference since January 2017. He has extensive experience in
information technology, accounting, finance, corporate governance, strategic
planning, as well as merger and acquisition. He is also a non-executive
director of Evershine Group Holdings Limited (stock code: 8022), a company
listed on the Growth Enterprise Market (“GEM") of the Stock Exchange. Mr.
Chan was an executive director of Aurum Pacific (China) Group Limited (stock
code: 8148), a company listed on the GEM of Stock Exchange from October
2014 to November 2018. He was the chairman and executive director of PPS
International (Holdings) Limited (stock code: 8201), a company listed on the
GEM of the Stock Exchange from June 2015 to July 2016. He was also an
executive director of China Taifeng Beddings Holdings Limited (stock code:
873), a company listed on the Main Board of the Stock Exchange from July
2016 to August 2016. He was also an executive director of Green Energy
Group Limited (stock code: 979), a company listed on the Main Board of the
Stock Exchange from February 2017 to July 2017. He was also an executive
director of Elegance Optical International Holdings Limited (stock code: 907),
a company listed on the Main Board of the Stock Exchange from May 2017
to April 2018. He was also an independent non-executive director of Huiyin
Holdings Group Limited (formerly known as Share Economy Group Limited)
(stock code: 1178), a company listed on the Main Board of the Stock Exchange
from December 2017 to October 2018. He was also an independent non-
executive director of Ding He Mining Holdings Limited (stock code: 705), a
company listed on the Main Board of the Stock Exchange from January 2018
to July 2018.

Mr. Sze Siu Bun, aged 51, is an executive Director of the Company. He has
about 22 years' experience in printing and dyeing industry. He has joined the
Group since 2005. He is involved in the overall management of the Group and
is responsible for overseeing daily management of the Hong Kong office.
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DIRECTORS’ BIOGRAPHIES (CONTINUED)

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Han Xingxing aged 37, is currently an independent non-executive Director
of the Company, the chairman of the nomination committee of the Company
(the “Nomination Committee”) and a member of the audit committee of the
Company (the “Audit Committee”) and the remuneration committee of the
Company (the “Remuneration Committee”). Ms. Han joined the Group in
September 2015. Ms. Han holds a bachelor degree of Information Warfare
Technology from Northwestern Polytechnical University. Ms. Han has over ten
years senior management experience in the field of information technology
development and investment. Ms. Han has been the general manager of
Qianhai Honghu Tairui Technology (Shenzhen) Company Limited (AT /& %5 48
FiHRHEE CRID BBR AR since August 2014. She was the vice-president
of Shenzhen Bio Technology Trading Company Limited (&3l & K £ R &
2 B R A 7F]) between September 2012 and July 2014. She was the director
of Guanghe landscape Culture Communication Co., Ltd, ShanXi (1L 78 & 1
7k S Ab & 4R AR 17 78 BR 2 B])(SHA: 600234) between 16 November 2015 to
30 September 2016.

Mr. Li Yu, aged 46, is currently an independent non-executive Director, the
chairman of the Remuneration Committee and a member of the Nomination
Committee and Audit Committee. Mr. Li joined the Group in February 2017.
Mr. Li obtained a Master in Business Administration from Asia Metropolitan
University. Mr. Li had been working as a journalist and editor in various multi-
media institutions and companies. From 2007 to 2012, Mr. Li served as the
deputy general manager in Guangzhou Jiadi Culture Communication Co., Ltd.
(BINEB XL EE AR A E]). Subsequently, Mr. Li focused on participating
in social cultural development and investment management business. Mr. Li
has extensive experience in corporate culture development, brand promotion
as well as corporate sales and marketing management. Mr. Li was previously
the independent non-executive director of China Best Group Holding Limited
(stock code: 370) during the period from 26 June 2015 to 29 April 2016.

Ms. Wong Chi Yan, aged 37, is currently an independent non-executive
Director, the chairman of the Audit Committee and a member of the
Nomination Committee and Remuneration Committee. Ms. Wong joined the
Group in January 2019. Ms. Wong holds a Bachelor of Business Administration
degree in Accounting awarded by Hong Kong Baptist University and a Master
of Laws in International Corporate and Financial Law awarded by The University
of Wolverhampton, the United Kingdom. She is an associate member of the
Hong Kong Institute of Certified Public Accountants, and an associate member
of the Hong Kong Institute of Chartered Secretaries and the Institute of
Chartered Secretaries and Administrators. Ms. Wong has extensive experiences
in auditing, accounting and financing as well as merger and acquisition. Ms.
Wong is currently an independent non-executive director of each of Success
Dragon International Holdings Limited (stock code: 1182), Munsun Capital
Group Limited (Stock Code: 1194), and Huiyin Holdings Group Limited (formerly
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DIRECTORS’ BIOGRAPHIES (CONTINUED)

EFCEER)

known as Share Economy Group Limited) (stock code: 1178), companies listed
on the Main Board of the Stock Exchange. Ms. Wong is also the company
secretary of Goldway Education Group Limited (stock code: 8160), a company
listed on the GEM of the Stock Exchange, and the company secretary and
authorised representative of each of Flyke International Holdings Ltd. (stock
code: 1998) and China Properties Investment Holdings Limited (stock code:
736), companies listed on the Main Board of the Stock Exchange. Ms. Wong
was an executive director and authorised representative of Elegance Optical
International Holdings Limited (stock code: 907) from February 2017 to
October 2018, a company listed on the Main Board of the Stock Exchange.
She was also an executive director of CHerish Holdings Limited (stock code:
2113) from October 2017 to June 2018, a company listed on the Main Board
of the Stock Exchange. She was an independent non-executive director of
Ding He Mining Holdings Limited (stock code: 705) from January 2018 to July
2018, a company listed on the Main Board of the Stock Exchange. She was
an independent non-executive director of Tech Pro Technology Development
Limited (stock code: 3823) from March 2017 to February 2019, a company
listed on the Main Board of the Stock Exchange. She was an executive director
and authorised representative of Aurum Pacific (China) Group Limited (stock
code: 8148) from May 2015 to October 2017, she was also an executive
director, company secretary and authorised representative of PPS International
(Holdings) Limited (stock code: 8201) from June 2015 to July 2016, both
companies listed on the GEM of the Stock Exchange. She was also the executive
director of China Taifeng Beddings Holdings Limited (stock code: 873) from
July 2016 to August 2016, a company listed on the Main Board of the Stock
Exchange. She was the company secretary and authorised representative of
Fullsun International Holdings Group Co., Limited (formerly known as URIGHT
International Holdings Limited) (stock code: 627) a company listed on the Main
Board of the Stock Exchange from September 2013 to April 2016.
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REPORT OF THE DIRECTORS

The Directors are pleased to present their annual report and the audited
consolidated financial statements of the Company and the Group for the year
ended 31 December 2018.

PRINCIPAL ACTIVITIES AND BUSINESS REVIEW

The Company acts as an investment holding company. The principal activities of
its subsidiaries are set out in note 41 to the consolidated financial statements.
Further discussion of these activities as required by Schedule 5 to the Hong
Kong Companies Ordinance, including a description of the principal risks and
uncertainties facing the Group and an indication of likely future development
in the Group's business, can be found in the Management Discussion and
Analysis set out in pages 7 to 22 of this annual report. This discussion forms
part of this Report of the Directors.

RESULTS AND APPROPRIATIONS

The results of the Group for the year are set out in the consolidated statement
of profit or loss and other comprehensive income in pages 87 to 88 of this
annual report.

No interim dividend was paid during the year (2017: Nil) and the Directors do
not recommend a payment of final dividend for the year (2017: Nil).

SHARE CAPITAL, SHARE OPTIONS AND
CONVERTIBLE BONDS

Details of movements in the Company’s convertible bonds, share capital
and share options and during the year are set out in notes 33, 35 and 36
respectively to the consolidated financial statements.

Details of other equity-linked agreements are included in the section “Share
Option Scheme” contained in this Report of the Directors.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company does not have reserve available for
distribution. Under the Company Law of the Cayman Islands, the Company
may make distributions to its members out of the share premium in certain
circumstances subject to the provisions of the articles of association of the
Company (“Articles of Association”).
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REPORT OF THE DIRECTORS (CONTINUED)
EFTHE(R)

FINANCIAL ASSETS AT FAIR VALUE THROUGH BRAFEFABZRZUBEE
PROFIT OR LOSS

As at 31 December 2018, the Group held financial assets at fair value through R-ZE—N\F+-A=+—H AEBEHEELRQ
profit or loss of approximately RMB123,237,000, particulars of which are set  FEAEBRE 2K EEHARE123,237,000
out below: T BRFBHEHIMT

Unrealised gain/
(loss) on change
No of shares held % of in fair value for
by the Group as share capital Market value the year ended
Name of at 31 December ~ owned by the Investment at 31 December 31 December % of the Group’s
Securities 2018 Group cost 2018 2018 total assets
BE-Z-N\fF
X58 R=Z2-N\% +ZA=t+-HL
R=B-N\%¥ +=A FENRER
+T=HA=+-8H AEEEAH =t-H ATESY HAKEAEER
FENRGOEE RABD I RERA M E Wi/ (&8) yilsd
(Note 1) (Note 1) (Note 1)
(Bt:E1) (K1) (K1)

RMB’000 RMB’000 RMB’000
AREFTL AREFTL AR®FTL

0286 Common Splendor 82,700,000 2.76% 61,751 46,465 (14,693) 3.2%
International Health
Industry Group Limited
REEREREXEE
BRRA

0007 Hong Kong Finance 31,850,000 0.8% 25,558 26,842 1,235 1.9%
Investment Holding
Group Limited

EREeRRAEREE
BRRA
8310 Dafeng Port Heshun 44,950,000 3.49% 27,458 15,390 (11,600) 1.1%
Technology Company
Limited
REBMERZRHER
NG
Others investment (Note 2) 34,539 2.4%
HEi k& (0 i2)
Total 123,237 8.6%
@t
Note =3
1. The investment cost, market value as at 31 December 2018, unrealized gain/(loss) 1. FRNRERE RZZ2-N\F+-A=+—H
on change in fair value and the percentage of the Group's total assets in the WhE - KERAFEZE N (BEEB)RER
the above table have been subject to rounding adjustments. Accordingly figures SEREEAOHEHEHEBREATRE - Bt
shown as totals may not be an arithmetic aggregation of the figures preceding TRABTAZERTIATETOEN &
them. e
2. The market value of each financial assets at fair value through profit or loss in 2. HtEEhSERATFEAABER2UBE
others investments as at 31 December 2018 are less than RMB15,000,000. ERZF-\FT+_A=Zt-HEOTEINRAR
#15,000,0007C
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REPORT OF THE DIRECTORS (CONTINUED)

PROPERTY, PLANT AND EQUIPMENT

Details of the movement in property, plant and equipment of the Group during
the year are set out in note 16 to the consolidated financial statements.

MAJOR CUSTOMERS AND SUPPLIERS

Aggregate sales attributable to the Group's five largest customers were less
than 30% of the Group’s total turnover.

Aggregate purchases attributable to the Group’s five largest suppliers were
less than 50% of the Group’s total purchases.

FIVE YEARS FINANCIAL SUMMARY

A summary of the results and the assets and liabilities of the Group for the
last five financial years is set out in page 232 of the annual report.

DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the year and up to the date of this report
were:

Executive Directors:
Mr. Deng Jun lJie (Chairman)
(appointed on 15 June 2018)
Mr. Wang lia Si (Chief Executive Officer)
(appointed on 27 November 2018)
Mr. Law Kin Fat
(resigned on 13 February 2019)
Mr. Chan Wai Kit
(appointed on 27 November 2018)
Mr. Sze Siu Bun
Mr. Tang Hon Kwo
(resigned on 15 June 2018)
Mr. Ma Zhi
(resigned on 15 June 2018)

Non-executive Director:
Mr. Li Wenfeng
(resigned on 1 August 2018)

Independent non-executive Directors:
Mr. Cheung Ngai Lam
(resigned on 31 January 2019)
Ms. Han Xingxing
Mr. Li Yu
Ms. Wong Chi Yan
(appointed on 31 January 2019)
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REPORT OF THE DIRECTORS (CONTINUED)

EFEHE0R)

All Directors are subject to retirement by rotation in accordance with the
Articles of Association.

As at the date of this annual report, Mr. Deng Jun Jie, Mr. Wang Jia Si, Mr.
Chan Wai Kit and Ms. Wong Chi Yan who were appointed as Director of the
Company 15 June 2018, 27 November 2018 and 31 January 2019 respectively,
shall retire at the forthcoming annual general meeting in accordance with
Article 86(3) of the Articles of Association, being eligible, will offer themselves
for re-election of the forthcoming annual general meeting. In addition, in
accordance with Article 87(1) and (2) of the Articles of Association, Mr. Sze
Siu Bun will also retire from the Board at the forthcoming annual general
meeting, being eligible, will offer himself for re-election at the forthcoming

annual general meeting.

None of the Directors has entered or has proposed to enter into any service
contract with the Company or any of its subsidiaries which is not determinable
by the employing company within one year without payment of compensation
other than statutory compensation.

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 period under review.

DIRECTORS’ BIOGRAPHIES

Biographical details of the Directors are set out on pages 23 to 26 of this
annual report.
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REPORT OF THE DIRECTORS (CONTINUED)
EFEREGR)

DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS EEREBTHRASZR D E
As at 31 December 2018, the interests and short positions of the Directors WR-Z—NE+-A=+—8 REAQFRE
or chief executives of the Company or their associates had any interests and/ B AP ESNEEFHL P EEMN(FEHFL P EK
or short positions in any shares, underlying shares and debentures of the I ]) 2352 B EMFE 2 E 2 M ATaC &% - kiR
Company and its associated corporations (within the meaning of Part XV of 1% MR BIMEE+FE 2 EHBITAEETEITE
the Securities and Futures Ordinance, Cap. 571 of the Laws of Hong Kong %X ZH &R ([ZE<PA)FHAME RA T
(the “SFO")) as recorded in the register maintained by the Company pursuant FEZFZHE  ARREZXESTHA B
to Section 352 of the SFO or as otherwise notified to the Company and the HEMBE A T RAQF K BB EE (R &3
Stock Exchange pursuant to the Model Code for Securities Transactions by M HI &G HIEXVE 2 F %) T A - HBREK
Directors of Listed Issuers (the “Model Code”) as set out in Appendix 10 to D REEBE TR HEEETAEZ R FKE - AT
the Listing Rules, were as follows: N

Approximate

percentage of

the issued share
capital of the
Company as at

31 December 2018

(%)
EARDT
Capacity in which Total Interests held R=B-—N\&F
the Interests (Note 1) +t=ZA=+—H
Name of Director are held Nature of Interest iz Bks ERTREZ
Exopng FEERZEH Eaig (Hiat1) BRE D (%)
Deng Jun lie Beneficial owner Ordinary shares of 20,622,000 (L) 0.29
HK$0.10 each
&R EnBEA BREEI0ETZE AR
Interest of Controlled Ordinary shares of 1,535,388,000 (L) 21.76
Corporation HK$0.10 each
Tl E g BREECI0E T 2 E@K
Notes: Mt et -
1. The letters “L” and “S” denote long position and short position in the shares of 1. LRISIFABRRARRARRMDZ T AR K
the Company respectively. A o
2. Honghu Capital is wholly-owned and beneficially owned by Mr. Deng Jun Jie. 2. BERETEBERNCELEERHEAR
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REPORT OF THE DIRECTORS (CONTINUED)

EFEHE(R)

DIRECTORS’ AND CONTROLLING
SHAREHOLDER'S INTEREST IN CONTRACTS OF
SIGNIFICANCE

No contract of significance, to which the Company or any of its subsidiaries was
a party and in which a director or a controlling shareholder of the Company
had a material interest, whether directly or indirectly, subsisted as at the end
of the year.

PERMITTED INDEMNITY

The Company has taken out appropriate insurance coverage for the Directors
and officers for protection against potential legal actions. The Board shall
review the insurance policy every year.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

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

INDEPENDENCE OF INDEPENDENT NON-
EXECUTIVE DIRECTORS

The Company has received from each of the current independent non-
executive Directors an annual confirmation in respect of his/her independence
during the year pursuant to Rule 3.13 of the Listing Rules. All the current
independent non-executive Directors have confirmed that they have been and
are independent since their appointment and as of the date of this annual
report.
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REPORT OF THE DIRECTORS (CONTINUED)
EFTHE(R)

FTERR

RZZB-N\F+ZA=+—8 BLAREMRA - A
TALT(ERRAREZTHHZESTRABHRINKRAR
A 8 B {0 ok A8 R A 0 R MR B B BAR R K B AT AE
BERERL /IR MARBEESRBEKIE
XVEBEE2 F 393 #F 2 6 X [7) 78 7~ B) B Bt 52 P 4% B =X
BARARBEESRPEGIEBKATEZ

SUBSTANTIAL SHAREHOLDERS

As at 31 December 2018, to the best knowledge of the Company, the
following persons (other than Directors or chief executives of the Company)
had, or were deemed or taken to have interests and/or short positions in the
shares or underlying shares of the Company, which would be required to be
disclosed to the Company and the Stock Exchange pursuant to the provisions
of Divisions 2 and 3 of Part XV of the SFO or as recorded in the register

required to be kept by the Company under Section 336 of the SFO:

Name of substantial
shareholder

TERRZHES

Deng Jun Jie

HEN

Honghu Capital (Note 2)

BEREAANME2)

KKC Capital Limited (Note 3)

KKC Capital Limited (ff%3)

KKC Capital SPC — KKC Capital
High Growth Fund Segregated
Portfolio (“KKC Capital SPC")

KKC Capital SPC — KKC Capital
High Growth Fund Segregated
Portfolio ([KKC Capital SPC])

Capacity in which

the Interests
are held

BREREZZEH

Beneficial Owner

Interest of Controlled
Corporation
S EEER

Beneficial Owner

i

EEBEA

piL

Investment Manager

BELE

Beneficial Owner

Nature of Interest

BEME

Ordinary shares of
HK$0.10 each

B rC A 8%

Approximate
percentage of

the issued share
capital of the
Company as at

31 December 2018

BREECICEIT ZE AR

Ordinary shares of
HK$0.10 each

BREEIGET ZEBAR

Ordinary shares of
HK$0.10 each

FRREE0E T LK

Ordinary shares of
HK$0.10 each

BREEIE T ZEERK

Ordinary shares of
HK$0.10 each

(%)

NN

Total Interests held R-ZE-N\F
(Note 1) +=A=+—8
FiEz@aEs BRTREAZ
(Btiz1) A E D L (%)
20,622,000 (L) 0.29
1,535,388,000 (L) 21.76
1,535,388,000 (L) 21.76
419,472,000 5.94
419,472,000 5.94

BREEIGET ZEBR
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REPORT OF THE DIRECTORS (CONTINUED)

EFEHE(R)

Approximate

percentage of

the issued share
capital of the
Company as at

31 December 2018

(VO]
RN
Capacity in which Total Interests held R-ZZ-N\E
Name of substantial the Interests (Note 1) +=HA=+—~H
shareholder are held Nature of Interest iz ks ERTRAZ
TERRZER KEREEZ5H BEitE (K1) BAE DL (%)
Full House Asset Management Investment Manager Ordinary shares of 430,094,000 (L) 6.10
Company Limited (Note 4) HK$0.10 each
ERAEERARAR(MA4) REKE FREEIOE L2 EAR
Forward Fund SPC — Leader SP Beneficial Owner Ordinary shares of 430,094,000 (L) 6.10
“(Forward Fund SPC") HK$0.10 each
Forward Fund SPC — Leader SP Ez A A FREEIOBETLZERAR
([Forward Fund SPC])

Notes: B2

1. The letters “L” and “S” denote long position and short position in the shares of 1. [LIRISIF A BIR KR RARE R D Z TR R %K
the Company respectively. B e

2. Honghu Capital is wholly-owned and beneficially owned by Mr. Deng Jun Jie. 2. BRERNEBEANCELEETHA -

3. KKC Capital Limited is the investment manager of KKC Capital SPC and was 3. KKC Capital Limited £KKC Capital SPCZ % & #&
therefore deemed to have an interest in the shares in which KKC Capital SPC has 12 BEULAE AR KKC Capital SPCETRE 2 B 17
invested. R o

4. Full House Asset Management Limited is the investment manager of Forward 4. Full House Asset Management Limited /& Forward

Fund SPC and was therefore deemed to have an interest in the shares in which
Forward Fund Capital SPC has invested.

SHARE OPTION SCHEME

The Company adopted the share option scheme (the “Share Option Scheme”)
on 15 June 2016. The Share Option Scheme became valid and effective for
a period of 10 years commencing from 15 June 2016. There was no change
in any terms of the Share Option Scheme. No share options were granted,
cancelled or lapsed during the year, and no outstanding share options during
the year.
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REPORT OF THE DIRECTORS (CONTINUED)

ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

Save as disclosed in the section “Share Option Scheme”, at no time during
the year was the Company, its holding company or any of its subsidiaries a
party to any arrangement to enable the Directors or the chief executives of the
Company to acquire benefits by means of acquisition of shares in or debentures
of the Company or any other body corporate, and neither the Directors nor
the chief executives, nor any of their spouses or children under the age of
18, had any rights to subscribe for the securities of the Company, or any had
exercised any such right.

DIRECTORS’ REMUNERATION

Details of Directors’ emoluments on a named basis are set out in note 12 to
the consolidated financial statements.

Remuneration for each of the Directors are determined based on, among

others, emoluments paid by comparable companies, his/her time of
commitment and responsibilities towards the Company and whether the

remuneration package is competitively attractive to retain him/her as director.

There were no compensation paid during the financial year or receivable by
Directors or past Directors for the loss of office as a director of any member
of the Group or of any other office in connection with the management of
the affairs of any member of the Group distinguishing between contractual
and other payments.

RETIREMENT BENEFITS SCHEME

The Group's qualifying employees in Hong Kong participate in the Mandatory
Provident Fund (the “MPF”) in Hong Kong.

The assets of the MPF are held separately from those of the Group in funds
under the control of trustee. The Group and each of the employees make
monthly mandatory contributions to the MPF schemes.

The employees of the PRC subsidiaries are members of the state-managed
retirement benefits scheme operated by the PRC government. The PRC
subsidiaries are required to contribute a certain percentage of their payroll
to the retirement benefits scheme to fund the benefits. The only obligation
of the Group with respect to the retirement benefits scheme is to make the
required contributions under the scheme.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this report, to the best knowledge of the Directors and
based on the information publicly available to the Company, there is a sufficient
public float as required by the Listing Rules.
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REPORT OF THE DIRECTORS (CONTINUED)
ERTHE(R)

PURCHASE, REDEMPTION OR SALE OF LISTED
SECURITIES OF THE COMPANY

During the reporting period ended 31 December 2018, neither the Company

nor any of its subsidiaries has purchased,

redeemed or sold any of the

Company’s listed securities.

UPDATE ON DIRECTORS’ INFORMATION

Pursuant to Rule 13.51B(1) of the Listing Rules, the changes in information of

Directors are set out below:

Mr. Li Wenfeng has resigned as non-executive Director and the deputy
Chairman of the Board with effect from 1 August 2018.

The remuneration of Mr. Law Kin Fat has been increased by 25% with
effect from 2 August 2018 as compared with those in 2017 and he
subsequently has resigned as executive Director of the Company with
effect from 13 February 2019.

Mr. Wang Jiasi has been appointed as executive Director and Chief
Executive Officer with effect from 27 November 2018.

Mr. Chan Wai Kit has been appointed as executive Director with effect
from 27 November 2018.

Mr. Cheung Ngai Lam has resigned as an independent non-executive
Director, the chairman of the audit committee (the “"Audit Committee”)
and a member of the remuneration committee (the “Remuneration
(the
Committee”) of the Company, in each case, with effect from 31 January

2019.

Committee”) and the nomination committee “Nomination

Ms. Wong Chi Yan (“Ms. Wong”) has been appointed as an independent
non-executive Director, the chairman of Audit Committee and a member
of the Remuneration Committee and the Nomination Committee, in
each case, with effect from 31 January 2019. Ms. Wong has resigned
as an independent non-executive Director and a member of each of
the audit committee, the remuneration committee and the nomination
committee of Tech Pro Technology Development Limited (stock code:
3823) with effect from 18 February 2019. Ms.
appointed as an independent non-executive director, the chairman of

Wong has been

audit committee and a member of the remuneration committee and the
nomination committee of Munsun Capital Group Limited (Stock Code:
1194), in each case, with effect from 1 March 2019.

Save for the above, there is no other change in information of the Directors

as at the date of this annual report.
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REPORT OF THE DIRECTORS (CONTINUED)

RELATED PARTY TRANSACTIONS AND
CONNECTED TRANSACTIONS

Details of related party transactions are set out in note 38 to the consolidated
financial statements. Other than the Acquisition of ICPS of Yong Tai and the
loan under the Loan Agreement as disclosed under “Connected Transactions”
in the section “Management Discussion and Analysis”, the Group did not have
other transactions constitutes connected or continuing connected transactions
of the Company which are not exempt from the reporting, announcement and

independent shareholders’ approval requirements under the Listing Rules.

DIVIDEND POLICY
1. Objective
1.1 The objective of the Company’s dividend policy (the “Dividend
Policy”) is to allow Shareholders to participate in the Company’s
profits whilst retaining adequate reserves for the Group's future
growth.

2. Factors to be considered
2.1 The Board has the discretion to declare and distribute dividends
to the Shareholders, subject to the Articles of Association and all
applicable laws and regulations and the factors set out below.

(i) The Board shall consider the following factors of the Group
before declaring or recommending dividends:

. the Group's results of operations and cash flows;
. the Group's future prospects;

3 general business conditions;

3 the Group's capital requirements and surplus;

3 contractual restrictions on the payment of

dividends by the Company to its Shareholders or by
subsidiaries to the Company;

. taxation considerations;

3 possible effects on the Company’s creditworthiness;
3 statutory and regulatory restrictions; and

o any other factors the Board may deem relevant.
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EFEHE0R)

(ii) Depending on the financial conditions of the Group and
the conditions and factors as set out above, dividends may
be proposed and/or declared by the Board for a financial
year or period:

. interim dividend;
o final dividend,;
o special dividend; and

o any distribution of net profits that the Board may
deem appropriate.

3. Review of the Dividend Policy
3.1 The Board will review the Dividend Policy as appropriate from
time to time.

DIVIDEND

The Board does not recommend a payment of final dividend for the year (2017:
Nil).

CLOSURE OF REGISTER OF MEMBERS

The Register of Members will be closed from Monday, 24 June 2019 to
Thursday, 27 June 2019 (both days inclusive), during which period no transfer
of shares can be registered. In order to qualify for attending and voting at the
forthcoming annual general meeting, all transfers accompanied by the relevant
share certificates must be lodged with the Company’s Registrar in Hong Kong,
Tricor Investor Services Limited, not later than 4:30 p.m. on Friday, 21 June
2019. Tricor Investor Services Limited is located at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Articles of Association
although there are no restrictions against such rights under company laws in
the Cayman lIslands.

CORPORATE GOVERNANCE

Details of Company’s corporate governance policies and practices are set out in
the section “Corporate Governance Report” on pages 41 to 52 of this annual
report.
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REPORT OF THE DIRECTORS (CONTINUED)

ENVIRONMENTAL PROTECTION

Details of the Company’s environmental policy and performance are set out
in the section “Environmental, Social and Governance Report” on pages 53
to 76 of this annual report.

EVENT AFTER REPORTING PERIOD

No Group's events after the reporting period are disclosed in the consolidated

financial statements.

AUDIT COMMITTEE

The Audit Committee was established by the Board with written terms of
reference which are consistent with the provisions set out in the relevant
section of the CG Code.

During the year ended 31 December 2018, the Audit Committee held two
meetings to consider, among other things, the financial reporting matters.
The Audit Committee is principally responsible for reviewing the Company's
accounting principles and practices, discussing audit findings, risk management
and internal controls, and financial reporting matters with the management
of the Company. As at the date of this annual report, the Audit Committee
comprises three independent non-executive Directors, namely, Ms. Wong Chi
Yan (as chairman), Ms. Han Xingxing and Mr. Li Yu.

The consolidated financial statements of the Group for the year ended
31 December 2018 have been reviewed by the Audit Committee. The Audit
Committee is of the opinion that the preparation of such results are in
compliance with the relevant accounting standards, rules and regulations and
that adequate disclosures have been made.

The terms of reference of the Audit Committee are in line with the Corporate
Governance Code as set out in Appendix 14 of the Listing Rules (the “CG
Code”) and are posted on the websites of the Company and the Stock
Exchange. Under its amended terms of reference dated 1 January 2019,
the Audit Committee is required, amongst other things, (1) to oversee the
relationship with the external auditors, (2) to review the Group's preliminary
results, interim results and annual financial statements, (3) to monitor the
integrity of the financial statements of the Group, (4) to review the scope,
extent and effectiveness of the Group’s internal control system, internal audit
and risk management matters, and (5) to review the Group’s financial and
accounting policies.
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REPORT OF THE DIRECTORS (CONTINUED)
EFTHE(R)

AUDITOR = #AD
An nomination proposal will be submitted to the forthcoming annual general RARGEEBRRBAFAES L BREEZFHRSA
meeting of the Company to re-appoint Moore Stephens CPA Limited as auditor EEAZESHES A ELKHER QR AELRF

of the Company. Z R -

On behalf of the Board REESE

Deng Jun Jie FE

Chairman B}EAR

Hong Kong, 27 March 2019 BB —T-NEFE=ZA=++tH
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CORPORATE GOVERNANCE REPORT

The Board is pleased to present this Corporate Governance Report of the Group
for the year ended 31 December 2018.

CORPORATE GOVERNANCE PRACTICE

The Company is committed to maintaining good corporate governance
standard and procedures to ensure the integrity, transparency and quality
of disclosure in the interest of its Shareholders. The corporate governance
principles of the Company emphasize a quality board, transparency and
accountability to all Shareholders.

The Directors are in the opinion that the Company has complied with the
applicable code provisions in the CG Code during the year ended 31 December
2018 except the following deviation.

In respect of code provision A.6.7 of the Corporate Governance Code, Ms.
Han Xingxing, being independent non-executive Director was unable to attend
the annual general meeting held on 1 June 2018 (the “2018 AGM") due to
other commitments. Mr. Li Yu, being independent non-executive Director was
unable to attend the extraordinary general meeting held on 16 March 2018
and the 2018 AGM due to other commitments. The Company shall continue
to communicate with the Directors and make best effort to ensure their
availabilities to attend general meetings and avoid time conflict.

BOARD OF DIRECTORS

The Board is responsible for the leadership and control of the Company and
oversees the Group's businesses, strategic decisions and performance. The
management are delegated with the authority and responsibilities by the Board
for the day-to-day management and operations of the Group. In addition,
the Board has also delegated various responsibilities to the board committees.
Further details of these committees are set out in this report.

All directors have full and timely access to all relevant information in relation
to the Company as well as the advice and services of the company secretary of
the Company (the “Company Secretary”), if and when required, with a view to
ensure that the Board procedures and all applicable rules and regulations are
followed. There are established procedures for Directors to seek independent
professional advice for them to discharge their duties and responsibilities at
the Company’s expenses, where appropriate.

The Board is also responsible for performing the corporate governance
duties set out in the CG Code which included developing and reviewing
the Company’s policies and practices on corporate governance, training
and continuous professional development of Directors, and reviewing the
Company’s compliance with respect of the code provision in the CG Code and
disclosures in this report.
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CORPORATE GOVERNANCE REPORT
ERELIHE(R)

Composition

The Board currently comprises four executive Directors and three independent
non-executive Directors from different business and professional fields. The
Directors, including independent non-executive Directors, have brought a wide
spectrum of valuable business and professional expertise, experiences and
independent judgement to the Board for its efficient and effective delivery of
the Board function.

The compositions of the Directors in office during the year and up to the
date of this annual report are set out in the “Report of the Directors” in this

annual report on page 29.

The Board is principally responsible for formulating business strategies and
monitoring the performance of the business of the Group. The Board decides
on corporate strategies, approves overall business plans, evaluates the Group’s
financial performance and management and reviews the financial and internal
control system. Other than the daily operational decisions which are delegated
to the management of the Group, most of the decisions are taken by the Board.
Specific tasks that the Board delegates to the Group’s management include
the implementation of strategies approved by the Board, the monitoring of
operating budgets, the implementation of internal control procedures and the
ensuring of compliance with relevant statutory requirements and other rules

and regulations.

Chairman, Chief Executive Officer and Directors

At the date of the report, Mr. Deng Jun Jie is the Chairman of the Board.
During the year, Mr. Wang Jia Si was appointed as the chief executive officer
of the Company (the “Chief Executive Officer”) on 27 November 2018. The
roles of the Chairman and the Chief Executive Officer are served by different
individuals to achieve a balance of authority and power. The main responsibility
of the Chairman is to lead the Board and manage its work to ensure that it
effectively operates and fully discharges its responsibilities. Supported by the
members of committees of the Board, the Chief Executive Officer is responsible
for the day-to-day management of the Group’s business, recommending
strategies to the Board, and determining and implementing operational
decisions.

Directors’ and Officer’s Insurance
The Company has purchased the directors’ and officers’ liability insurance for
the members of the Board for the year to provide protection against potential

claims arising from the lawful discharge of duties by the Directors.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Non-Executive Directors

All the existing independent non-executive Directors were appointed for a
specific term. Each of the independent non-executive Directors has entered
into a letter of appointment with the Company for a specific term, subject to
renewal, retirement by rotation and re-election at the general meetings of the
Company in accordance with the Articles of Association.

During the year under review, the Chairman, being an executive Director, had
held meetings with independent non-executive Directors without the presence
of other executive Directors.

Confirmation of Independence

Throughout the period and up to the date of this report, the Company has
complied with the requirements under Rules 3.10 of the Listing Rules. It
requires that at least one of the independent non-executive Directors must
have appropriate professional qualifications or accounting or related financial
management expertise. The Company has received written annual confirmation
from each independent non-executive Director of their independence pursuant
to the requirements of rule 3.13 of the Listing Rules. As such, all independent
non-executive Directors are independent in accordance with the independence
guidelines set out in the Listing Rules.

Appointments, Re-election and Removal of Directors
Each of the executive Directors and independent non-executive Directors has
entered into a service contract or letter of appointment with the Company
for a specific term. Such term is subject to her/his re-appointment by the
Company at an annual general meeting upon such Director’s retirement by
rotation at least once every three years and offering herselfhimself for re-
election. Pursuant to the Articles of Association, any Director appointed by
the Board to fill a casual vacancy shall hold office until the following general
meeting of the Company and shall then be eligible for re-election and any
Director appointed by the Board as an addition to the existing Board shall hold
office only until the next annual general meeting of the Company and shall
then be eligible for re-election. Also, pursuant to the Articles of Association, at
each annual general meeting, at least one-third of the Directors for the time
being (or, if their number is not three or a multiple of three, then the number
nearest to but not less than one-third) shall retire from office by rotation,
provided that every Director shall be subject to retirement by rotation at least
once every three years.

Compliance with the Model Code for Directors’ Securities
Transactions

The Company has adopted the Model Code for Securities Transactions by
Directors of Listed Issuers as set out in Appendix 10 to the Listing Rules as
its model code for securities transactions by Directors. Having made specific
enquiries, all the Directors confirmed that they have complied with the Model
Code during the period ended 31 December 2018.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

ERERHE (W)

Directors’ continuous training and development

The Directors are committed to comply with the CG Code A.6.5 concerning
continuous professional development and understand the importance to
constantly enhance and refresh their knowledge and skills. In this connection,
the Directors have attended formal training seminars and,/or study related
materials relevant to directors’ duties and responsibilities during the year. All
Directors have confirmed that they have met the minimum requirements under
the CG Code A.6.5 for the year ended 31 December 2018 and provided such
training record to the Company.

REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Details of Directors’ and the Chief Executive Officer 's remuneration are set
out in note 12 to the consolidated financial statements.

Accordingly to Code B.1.5 of the CG Code, the annual remuneration of other

members of senior management (other than directors) by band for the year
ended 31 December 2018 is set out below:

Remuneration bands

ESoRERIIRERR

EERNETRAFESERROCEER TR
A.6.5 5 EBA B 1B A5 M B 38 8T 7R & 6 S A e B
BENBREZ -t BEFERFALFEERE
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ER - 2REZHOHIAANGNBE_ZT-N\F
ToA=T-ALFERENCEERTAALS
Bz RERELERARAEREBBEIZI L -
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EERTREEHZFHFBERN G M REN
120

BELEEATAZTABISK BE-T—N

FHoA=t - HLFERRERBAMRE (T
BREF)ZHFHMERWOT:

Number of persons

B = & AE
HK$nil to HK$1,000,000 =% T 1,000,000 7T -
HK$1,000,001 to HK$3,000,000 1,000,001/ 7T 23,000,000/ 7T 4
BOARD COMMITTEES EEZ8T
The Board has established the following Board committees to oversee the EFREDRIUNUTTEEZZEGEEAEERZET

particular aspects of the Group's affairs.

AUDIT COMMITTEE

The Board has established an Audit Committee with written terms of reference
in compliance with, where applicable, the CG Code of the Listing Rules.
The Audit Committee currently comprises three independent non-executive
Directors and is chaired by Ms. Wong Chi Yan and with Ms. Han Xingxing
and Mr. Li Yu as members. The primary duties of the Audit Committee are,
among others, to review the financial reporting system, risk management and
internal control system of the Group, to make recommendations to the Board
on the appointment, reappointment and removal of the external auditors, to
approve the remuneration and terms of engagement of the external auditors,
to review and monitor the external auditors’ independence and objectivity and
the effectiveness of the audit process in accordance with applicable standard,
and to review the annual and interim financial statements and accounting
policies of the Group. The Audit Committee meets at least twice a year to
carry out the aforesaid primary duties. Minutes of the meetings are kept by
the Company Secretary of the Company at the principal place of business of
the Company in Hong Kong.

ASIA TELEVISION HOLDINGS LIMITED

44 THERERAERLZA

AEZER -

EREEE
EEeCNERBRAREBELTRAAMSAZEE
ERTRIRIERZRES  YHUERPAECH
BEGE FEREEERBH-FRBEIIFNTE
AR BESRAXIRIFEMBREERLIRFE
LEERKE - ERZEGIZRER(HPEE)
ERAEENMBERBRES  AREERABE
RS RINERBEZEE BERREE2AE
EeRHES  HENERHMZHMERTEE
FoRBEAENRT Y EEIIBEZEEES
REBLUZBARREEFEEER  UEREH
AEEZ2FERTHBBREMEAEHEK - BZ
ZESBFAHSIMASEUNRT LA Z2R
B BRLBHARRZARWEFERARA
EERBZIELEEME -



CORPORATE GOVERNANCE REPORT (CONTINUED)

The members of the Audit Committee during the year and their attendance

were as follows:

ERERHE(R)

Meeting attended/
Eligible to attend

Independent Non-Executive directors BHEZEE
BYFPTES HEERHEZEE
Ms. Han Xingxing BEELL 2/2
Mr. Cheung Ngai Lam (resigned on 31 January 2019) REMELE(R-_Z—NAEFE—A=+—HFT) 2/2
Mr. Li Yu FEREE 2/2

REMUNERATION COMMITTEE

The Board has established the Remuneration Committee with written terms of
reference in compliance with, where applicable, the CG Code of the Listing
Rules. The Remuneration Committee currently comprises three independent
non-executive Directors and is chaired by Mr. Li Yu and with Ms. Wong Chi Yan
and Ms. Han Xingxing as members. The primary duties of the Remuneration
Committee are, among others, to make recommendations to the Board on
the Company’s policy and structure for all Directors’ and senior management
remuneration and to determine with delegated responsibility the remuneration
packages of executive Directors and senior management. In fulfilling the
functions, the Remuneration Committee will take into consideration factors
such as salaries paid by comparable companies, respective time commitment
and responsibilities of the Directors and senior management and whether the
remuneration packages are competitively attractive to retain the Directors and
senior management. The Remuneration Committee meets at any time when
necessary and desirable to carry out the aforesaid duties but in any event at
least once a year. Minutes of the meeting are kept by the Company Secretary
at the Company’s principal place of business in Hong Kong.

The members of the Remuneration Committee during the year and their

attendance were as follows:
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Meeting attended/
Eligible to attend

Independent Non-Executive directors BHEZEE
BYFPTES BEERHEZEE
Ms. Han Xingxing BEEL+ 4/4
Mr. Cheung Ngai Lam (resigned on 31 January 2019) REMEL(R-_Z—NAE—A=+—HET) 4/4
Mr. Li Yu FEEE 4/4
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CORPORATE GOVERNANCE REPORT (CONTINUED)

ERERHE (W)

NOMINATION COMMITTEE

The Board has established the Nomination Committee with written terms of
reference in compliance with, where applicable, the CG Code of the Listing
Rules. The Nomination Committee currently comprises three independent non-
executive Directors and is chaired by Ms. Han Xingxing and with Ms. Wong
Chi Yan and Mr. Li Yu as members. The primary duties of the Nomination
Committee are, among others, to review the composition of the Board and
make recommendations to the Board on the selection of individuals nominated
for directorship. With a view to achieving and maintaining a sustainable and
balanced development, the Company sees diversity at the Board level as an
essential element in supporting its strategic objectives and its sustainable
development. The Nomination Committee meets at any time when necessary
and desirable to carry out the aforesaid duties but in any event at least once
a year. Minutes of the meeting are kept by the Company Secretary at the
principal place of business in Hong Kong.

Pursuant to the code provision A.5.6 of the CG Code, listed issuers are required
to adopt a board diversity policy. The Board has adopted a board diversity
policy (the “Board Diversity Policy”) with a view to achieving a sustainable and
balanced development of our Group. In designing the Board’s composition,
board diversity has been considered from a number of aspects, including but
not limited to gender, age, cultural and educational background, ethnicity,
professional experience, skills, knowledge and length of service. All Board
appointments will be based on meritocracy, and candidates will be considered
against objective criteria, having due regard for the benefits of diversity on
the Board. The Board Diversity Policy is reviewed annually by the Nomination
Committee, and where appropriate, revisions will be made with the approval
from the Board.

The members of the Nomination Committee during the year and their
attendance were as follows:
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Meeting attended/
Eligible to attend

Independent Non-Executive directors BEHEZEE

BIUFHTES REERUEZEE

Ms. Han Xingxing BEELL 4/4

Mr. Cheung Ngai Lam (resigned on 31 January 2019) SRBEMEE(R =T —HLF—A=+—HE ) 4/4

Mr. Li Yu FERAE 4/4
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CORPORATE GOVERNANCE REPORT (CONTINUED)

Nomination Policy and Procedure

The Board should have a balance of skills, experience and diversity of
perspectives appropriate to the requirements of the Company’s business. To
ensure changes to the Board composition can be managed without undue
disruption, there should be a formal, considered and transparent procedure
for selection, appointment and re-appointment of Directors, as well as plans
in place for orderly succession (if considered necessary), including periodical
review of such plans. The appointment of a new director (to be an additional
director or fill a casual vacancy as and when it arises) or any re-appointment
of directors is a matter for decision by the Board upon the recommendation

of the proposed candidate by the Nomination Committee.

The criteria to be applied in considering whether a candidate is qualified shall
be his or her ability to devote sufficient time and attention to the affairs of the
Company and contribute to the diversity of the Board as well as the effective
carrying out by the Board of the responsibilities which, in particular, are set

out as follows:

(a) participating in Board meetings to bring an independent judgment on
issues of strategy, policy, performance, accountability, resources, key
appointments and standards of conducts;

(b)  taking the lead where potential conflicts of interests arise;

(© serving on the Audit Committee, the Remuneration Committee and
the Nomination Committee (in the case of candidate for non-executive
director) and other relevant Board Committees, if invited;

(d) bringing a range of business and financial experience to the Board,
giving the Board and any committees on which he or she serves the
benefit of his or her skills, expertise, and varied backgrounds and
qualifications and diversity through attendance and participation in the
Board/committee meetings;

(e) scrutinising the Company’s performance in achieving agreed corporate
goals and objectives, and monitoring the reporting of performance;

(f) ensuring the committees on which he or she serves to perform their
powers and functions conferred on them by the Board; and

(9) conforming to any requirement, direction and regulation that may
from time to time be prescribed by the Board or contained in the
constitutional documents of the Company or imposed by legislation or
the Listing Rules, where appropriate.
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CORPORATE GOVERNANCE REPORT (CONTINUED)
ERELERE(R)

BOARD MEETINGS AND GENERAL MEETINGS EEgEeERREARS

The Board holds at least four meetings in a financial year and meets at any ZZ@REBEMBEESLRITNREE T
other times as and when required, among others, to review financial and RHEEHRTHEIINEZ  UW(HFRE) BT AE
internal control, risk management, corporate governance, company strategy B Z B R ARG c BEBREE CEES A
and operating performance of the Group. Minutes of the Board meetings are IR EEXRE - EZTC L BAATWE
kept by the Company Secretary for record and are available for inspection by #1F » A EER AR T R HMEH -

the Directors and auditors of the Company.

The individual attendance record of each Director in office during the year REEZE-_ZET—N\F+_A=Z+—BLEFELETZ
ended 31 December 2018 at the Board meetings and general meetings is set SEEREZTEEZMABRERT 2 HEB LT
out below: U

Meetings attended/
Eligible to attend

BHEZEE
REEBHEZER
Board General

Name of Directors Meetings Meetings
EEng EEEE; BRERRE
Executive directors: HITES:
Mr. Deng Jun Jie (Chairman) BEREEER)

(appointed on 15 June 2018) (RZFE—N\FARAT+HERAEZMT) 4/5 0/0
Mr. Wang Jia Si (Chief Executive Officer) — YEREN % £ (7T B 48 )

(appointed on 27 November 2018) (RZT—N\F+—A=ZTtREZME) 0/1 0/0
Mr. Law Kin Fat BRERERE

(resigned on 13 February 2019) (RZZE-—NF-_AT=BET) 10/11 212
Mr. Chan Wai Kit R ERT

(appointed on 27 November 2018) (RZZE—N\EFE+—A-+tHEZMT) 11 0/0
Mr. Sze Siu Bun B i 5 A 10/11 0/2
Mr. Tang Hon Kwo BHEXREE

(resigned on 15 June 2018) (RZZE-N\FXATHAEE 6/6 2/2
Mr. Ma zhi BEEE

(resigned on 1 June 2018) (R=ZZ—N\FRA—HHE) 4/5 0/1
Non-Executive director: FHTES:
Mr. Li Wenfeng I E

(resigned on 1 August 2018) (R=ZZ—N\FNR—BE&T) 8/8 2/2

Independent Non-Executive Director: BIYFHTESE:

Mr. Cheung Ngai Lam SREBMAEE

(resigned on 31 January 2019) (RZF—NF—A=+—HEM 11/11 2/2
Ms. Han Xingxing HEEXLL 11/11 12
Mr. Li Yu FEEE 11/11 0/2

All current Directors are subject to retirement by rotation in accordance with FTEBTEZESFY AR THBEREMAAHE RETZ
the Articles of Association. BRIE °
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CORPORATE GOVERNANCE REPORT (CONTINUED)

CORPORATE GOVERNANCE FUNCTIONS

The Company has not set up a corporate governance committee. However, the
Board has adopted the written terms of reference on Corporate Governance in
compliance with the CG Code of the Listing Rules and the Board is responsible
for performing the corporate governance duties set out therein. The Board
has reviewed the Company’s corporate governance policies and practices,
the training and continuous professional development of Directors and senior
management, the Company’'s policies and practices on compliance with
legal and regulatory requirements, the Company’s code of conduct and the
Company’s compliance with the CG Code and the disclosure in this Corporate
Governance Report.

COMPANY SECRETARY

Mr. Law Wai Ip Vincent (“Mr. Law"”) was appointed on 14 December 2018 as
the Company Secretary and is a full time employee of the Group. During the
year ended 31 December 2018, Mr. Law has duly complied with the relevant
professional training requirements under Rule 3.29 of the Listing Rules.

FINANCIAL REPORTING AND INTERNAL CONTROL
Directors’ Responsibilities for the Financial Statements
The Directors acknowledge their responsibility for preparing the financial
statements of the Group and have adopted the accounting principles generally
accepted in Hong Kong and complied with the requirements of Hong Kong
Financial Reporting Standards which also include Hong Kong Accounting
Standards and Interpretations issued by the Hong Kong Institute of Certified
Public Accountants and the disclosure requirements of the Hong Kong
Companies Ordinance. As at 31 December 2018, Directors are not aware of
any material uncertainties relating to events or conditions which may cast
significant doubt upon the Company’s ability to continue as a going concern.
Accordingly, the Directors have prepared the financial statements of the
Company on a going concern basis. The accounting systems and internal
control of the Company are designed to prevent any misappropriation of the
Company’s assets, any unauthorised transactions as well as to ensure the
accuracy of the accounting records and the true and fairness of the financial
statements.

The Board also acknowledges its responsibility to present a balanced, clear and
understandable financial report with sufficient disclosures as required under the
Listing Rules, and to report to the regulators as to information required to be
disclosed pursuant to the statutory requirements. The reporting responsibilities
of the Company’s independent auditor are set out in the Independent Auditor’s
Report on pages 77 to 86.
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CORPORATE GOVERNANCE REPORT
ERELIHE(R)

Risk management and internal control

The Board recognises it has overall responsibility of the Group’s risk management
and internal control systems and reviews their effectiveness on an ongoing
basis. The board oversees the management in the design, implementation and

monitoring of the risk management internal control systems.

Risk assessment and internal control

In assisting the Board for evaluating and determining the risks it is willing to
take in achieving its strategic objective, the Board has engaged an independent
advisory firm to conduct a risk assessment. The assessment adopted a risk
model, a framework for helping the board to identify, evaluate and prioritise
the nature and extend of the business risks including strategic risks, operation
risks, financial risks as well as information risks. The assessment includes
interviewing the directors and senior management along with qualitative
analysis to evaluate the significance and likelihood in occurrence of the risks.

The management has reviewed the results of the risk assessment and has provided a
confirmation to the Board that the Group has effective risk management and internal
control systems to provide reasonable, though not absolute, assurance for mitigating
the risks that may deter the Group from achieving its business objectives in any
material aspects. The management reviews and evaluates the design of internal
controls in place and monitors their effectiveness on a regular basis, and reports
to the Audit Committee on any significantly issues. The Group has established a
defined management structure with clear lines of reporting, limits of authority,
operational policies and procedures to ensure reliability of operational efficiency and
safety, financial reporting and compliance with applicable laws and regulations.

Inside information

The Company recognises the significance of consistent practices of fair
disclosure with the aim of disclosing inside information in a timely and accurate
manner. The Company has a policy with regard to the principles and procedures
for handling and disseminating its inside information in compliance with the
requirement under Part XIVA of the Securities and Futures Ordinance (Cap 571
of the laws of Hong Kong) and the Listing Rules.

The handling and dissemination of inside information of the Company is strictly
controlled and remains confidential including but not limited by the following ways:

o Restrict access to inside information, if practicable, to the highest level
of management/or to a limited number of employees on a need-to-
know basis;

o Reminder to employees who are in possession of inside information are

fully conversant with their obligations to preserve confidentiality;

o Ensure appropriate confidentiality agreements are in place when the
Company enters into significant negotiations or dealings with third
party; and

ASIA TELEVISION HOLDINGS LIMITED
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CORPORATE GOVERNANCE REPORT (CONTINUED)

3 Inside information is handled and communicated by designated persons
to outside third party. The Board and the senior management review
the safety measures regularly to ensure inside information is properly
handled and disseminated.

Internal audit function

The Audit Committee has outsourced the internal audit function to the same
independent advisory firm that has conducted the risk assessment. The Audit
Committee was involved in approving the Group's internal audit plan. The plan
will be reviewed and if necessary, updated according to the changing business
environment and risk exposure. This year, the internal auditors conducted
internal audit in certain areas of the securities investment and brokerage
services business and the media, cultural and entertainment business. The
internal auditors was not aware of any significant internal control weaknesses;
they reported the findings and recommendations for improvements to the
Audit Committee. The Board adopted the results of the internal audit report
and ensured that the management has implemented the recommendations for
improvement stipulated by the internal audits.

Based on the risk assessment, the risk management and internal control
systems that management has put in place, and the results of the internal
audits; the Board concluded that the Group has effective risk management
and internal control systems covering all material aspects including financial,
operational and compliance controls.

AUDITOR’S REMUNERATION

For the year ended 31 December 2018, the fees paid and payable to the
Group’s auditor, Moore Stephens CPA Limited, in respect of their statutory
audit and other audit services provided to the Group were as follows:

ERERHE(R)
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Amount

&=

(HK$'000)
(F&T)

Type of services RsES

Statutory audit services EEEZRG 1,330,000

Non-statutory audit services (Note) EEEEZ R (M i) 424,500
1,754,500

Note: They include fee for supplemental circular dated on 24 October 2018 and tax
compliance service for the Company and certain Hong Kong subsidiaries of the

Group.
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CORPORATE GOVERNANCE REPORT (CONTINUED)

ERERHE (W)

INVESTOR RELATIONS

The Board recognises the importance of good communication with the
Shareholders and is committed to providing clear and full performance
information of the Group to the Shareholders. Information in relation to the
Group is disseminated to Shareholders in a timely manner through a number
of formal channels, which include interim and annual reports, announcements
and circulars. Additional information of the Group is also available to the
Shareholders on the Group’s website. The Group values feedback from the
Shareholders to foster investor relationships.

SHAREHOLDERS’ RIGHTS

Pursuant to article 58 of the Articles, any one or more shareholders holding at
the date of deposit of the requisition not less than one-tenth of the paid up
capital of the Company carrying the right of voting at general meetings of the
Company shall at all times have the right, by written requisition to the Board
or the Company Secretary of the Company, to require an extraordinary general
meeting to be called by the Board for the transaction of any business specified
in such requisition; and such meeting shall be held within two months after
the deposit of such requisition. If within twenty-one days of such deposit the
Board fails to proceed to convene such meeting, the requisitionist(s) himself
(themselves) may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board shall
be reimbursed to the requisitionist(s) by the Company. The aforesaid written
requisition must state the objects of the meeting and must be signed by the
relevant shareholder(s) and deposited at the Company’s head office in Hong
Kong at 33 Dai Shing Street, Tai Po Industrial Estate, Tai Po, New Territories,
Hong Kong.

The procedures for Shareholders to propose a person for election as a director
of the Company are available on the Group’s designated website for corporate
communications (www.atvgroup.com.hk).

Enquiries raised by any Shareholder can be forwarded to the Board at the
Company’s head office in Hong Kong at 33 Dai Shing Street, Tai Po Industrial
Estate, Tai Po, New Territories, Hong Kong.

CONSTITUTIONAL DOCUMENTS

There is no change in the Company’s constitutional documents during the year.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

INTRODUCTION

This year, we continue to present our report in accordance with the Stock
Exchange of Hong Kong Limited ESG Reporting Guide ("ESG Guide”), under
Appendix 27 of the Listing Rules.

For the year ended 31 December 2018 (the “Period”), the Group primarily
engaged in four major business streams including (i) Fabrics and Trading
Business; (ii) money lending business; (iii) securities investment and brokerage
services business; and (iv) media, cultural and entertainment business.

The report content is focused mainly on the production factories and offices
of printing and dyeing business in Fujian, and the Group’s Hong Kong
headquarters office, which are the areas that represent the majority of the

Group’s social, environmental and economic impacts.

MATERIALITY ASSESSMENT
Following the discussion with our senior management and operational staff,
we have identified the ESG issues relevant to the Group, the identified ESG
issues have been assessed by considering their materiality and importance to
our principle of activities, stakeholders as well as the Group. The ESG issues
considered to be material are listed below:
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (CONTINUED)
BR ERELHE(R)

ESG aspects as set forth in the ESG Reporting Guide Material ESG issues

(RE HEREABSHEIDABENRE - HERERER EENRE HERERER

A. Environmental

BIR
Al Emissions ° Emission from vehicle usage
BER B E RPN
° Sewage discharge
757K BER
° Waste gas emission
% SR HE AR
° Greenhouse gas emissions
= SRR B
° Hazardous waste gas emission
BEERIEN
o Hazardous solid waste emission
BEEREMHR
. Non-hazardous solid waste emission
EREE R EY M
A2 Use of resources . Electricity
BIR{E R S
. Water
X
° Steam gas
A
o Packaging materials for finished goods
BRmzBEME
A3 The environment and natural resources ° Measures in reducing environmental impact
RERRXKAER PRERHIRR X ENEG
B.  Social
e
B1 Employment . Labour practices
= 1% BTER
B2 Health and safety ° Workplace health and safety
RREEZZ ITHESMERAEZ S
B3 Development and training . Staff development and training
R RIE BIEEKE
B4  Labour standards o Anti-child and forced labour
& T AR Pii-& T Magwlss T
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (CONTINUED)
BR MERELIHE(R)

Material ESG issues

EENRE HERERER

ESG aspects as set forth in the ESG Reporting Guide

(RE HEREABSEIDABENRE - HERERER

B5  Supply chain management o Supplier management
frEEE R HEmER
B6 Product responsibility ° Product and service responsibility, quality assurance,
EmEMT customer service, safeguarding customer assets
ERfRGET EERE FPRB REXZFPEE
B7 Anti-corruption ° Anti-corruption policy
R&B &5 R
B8 Community investment ° Community involvement
HERE trE2H
Environmental A. RIE

The Group’s Fabrics and Trading Business is closely related to
environmental protection and the usage of natural resources. The
Fabrics and Trading Business is operated in PRC with production
factories located at Fujian Province. It represents the majority of the
environmental issues of the Group. The Fabric and Trading Business
subsidiaries of the Group strictly comply with the laws and regulations in
the PRC, including but not limited to the “Law of the People’s Republic
of China on the Prevention and Control of Atmospheric Pollution”,
the “Law of the People’s Republic of China on the Prevention and
the “Environmental Protection Law of the
and the
of China on Prevention and Control of Environmental Pollution by
Solid Waste”,
in respect of prevention and control of environmental pollution of

Control of Water Pollution”,
People’s Republic of China” “Law of the People’s Republic
as well as the local rules and standards in the PRC

discarded dangerous chemicals, standard of air pollutants and integrated
wastewater discharge standard.

The Group's Hong Kong headquarters office only has indirect carbon
emissions from electricity due to the business nature of the office.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (CONTINUED)
BR ERELHE(R)

56

Emissions from vehicle usage

Nitrogen oxides (NOx) and particulate matters (PM)
Emissions.

During our operation, the usage of private cars and light good vehicles
generate the emission of nitrogen oxides and particulate matters. The
approximate amount of nitrogen oxides (NOx) and particulate matters
produced from our operation in China regions are shown in the table

below:

EHHEHAELEZHRY

& &ML YI(INOX) ] 55 )F #1 7 (PM)
HERL

ERMMLERED  AEALRERS
AEEmMELRALYRB TR TR -
RMETEBENEEREEZAELY
(NOX) B BRI F I B IN TR TR

Number of private cars LREEE
Number of light good vehicles HAFEHE
Total NOx emissions (g) NOxHFhi 42 2 (52)
Total PM emissions (g) PMEER 42 2 (52)

(Note: only business in China region has private cars and light good vehicles)

In respect of reducing the nitrogen oxides and particulate matters
emissions, the Group is committed to reduce and ensure the efficient
usage of private cars and light good vehicles. The Group has
implemented the following measures so as to achieve the environmental
friendly approach:

o Avoid peak hour traffic

o Encourage the use of public transport
o Encourage the use of bicycle
o Utilise the vehicle usage by car pooling with different staff

ASIA TELEVISION HOLDINGS LIMITED
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Sewage discharge

Stable water supply is crucial to the Group’s dyeing operation in
Fujian’s factory where the Group currently sources water from the
local government. The Group's requires the input of water resources in
several production processes and the processing of finished goods such
as sourcing, bleaching, dyeing, mercerising and shrinking. The amount
of sewage discharge produced from our factory is shown in the table
below:

ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (CONTINUED)
BR MERELIHEE(R)

55K HEH
RENHEKERAEEBEETHOREEE
JEREE - AKE B AT 75 B 2 EUK
HE - AEEETEETIFARGEK®
WA IR B RE HKAENTES
BREEREKER - KA THELENS
KPR EM TR

BB (R ) (W)

Sewage discharge in China (tonnes)

The Group is aware of the potential environmental impact of the sewage
generated by the Group's sourcing, bleaching, dyeing, mercerising and
shrinking processes. The use of sodium hydroxide within the mercerising
process, generate waste water containing diluted sodium hydroxide
which is toxic and harmful. The waste water generated from the
manufacturing process contains high value of Chemical Oxygen Demand
("COD"). COD is the total amount of oxygen required to chemically
oxidise the biodegradable and nonbiodegradable organic. Higher COD
levels mean a greater amount of oxidisable organic material in the
sewage discharge, which will reduce dissolved oxygen (DO) levels. A
reduction in DO can lead to anaerobic conditions, which is deleterious
to higher aquatic life forms. Waste water currently discharged by the
Group is processed by a third-party contractor. Waste water treatment
service is charged in a monthly basis according to emission volume
respectively.

In terms of waste water recycling, the Group is continuously looking
possible way to enhance recycling of waste water. The cooling water
involved in singeing, shrinking, drying and the waste water produced
from dehydration are all collected and reused for bleaching and dyeing
process. The Group also intends to construct its own waste water
treatment plan, recycle sodium hydroxide and reuse the waste water
from mercerising machines into scouring and bleaching machines for
desizing fabrics, reducing waste water discharge and concentration
of dilute sodium hydroxide in the waste water produced. Besides, the
Group also installed automatic facilities for mercerising machine, to
enhance efficient use of alkali and reduce waste water emission.

325,339 373,953
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Waste gas emissions

Waste gas emission is minor for the Group’s fabric manufacturing
business. Singeing, sueding and setting are the major processes in fabric
processing and printing business to remove impurities in raw fabrics.
Within the running process of singeing, sueding and setting machines,
unintentional air pollutants like particulate matters and fumes are
generated.

The Group has complied with “Law of the People’s Republic of China
on the Prevention and Control of Atmospheric Pollution” and the
“Environmental Protection Law of the People’s Republic of China”.

Greenhouse gas emissions

Apart from the direct emission of particulate matters and fumes, we
have indirect greenhouse gases emissions (Scope 2), principally resulting
from electricity consumed at the factories in Fujian and office in Hong
Kong. In respect to the approximate indirect amount of carbon dioxide
("CO,") generated from our electrical usage in Hong Kong's office and

China's factory, the figures are shown in the table below:

Hong Kong BE

China |

Total A&

Intensity (tonnes/turnover in RMB’000) TEME,/ Tt ARE
BEE)

In terms of reducing the carbon footprint, The Group has implemented
guidelines and policies for energy saving management which include
in-house rules and regulations for both office and factory employees
to follow. Please refer to “Resources consumption — electricity saving
measures”.
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BERBHK
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Total CO, Total CO,
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Hazardous waste gas emission

The Group is aware of the potential environmental impact of the
hazardous waste gas generated by the Group’s setting processes.
Singeing and setting machines are used for printing fabrics and there
is hazardous waste emission during the production process.

The Group has complied with Emission Standard of Pollutants for
Synthetic Leather and Artificial Leather Industry (GB21902-2008) and
passed National Standard of Air quality-Determination of Formaldehyde-
Acetylacetone Spectrophotometric Method (GB/T 15516-1995).

Hazardous solid waste emission

For the process of printing fabrics, minimal type of hazardous solid
waste is generated during the production process of printing fabrics.
The Group's production process involved the following hazardous solid

waste emissions figures:
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BEEERHEM

AEEERTRTIFEANEERAHR
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RIfR MAeEEBRTEHREEER -

AEBRHEBEREHRAEETESR
) HE IZ #E) (GB 21902-2008) 3 2 i 18 &
RIEE(EREEFEOANTE BRI S
3¢ 3¢ &%) (GB/T 15516-1995) °

BEEIBEYH

BLEDRI R T F T S - EVRIA B T i
HEEESBEEEEREN - AR
4 BB IE R B8 AT T E A
X

Waste type Y 5 Rl
Oil polluted fabrics and waste oil DR = P
(Weight (kg)) (B2 (FR))
Intensity (kg/PRC turnover in RMB’000) ZE(FR/TTARES
EEH)

The Group is dedicated to proper management of the hazardous solid
waste. Specific area is assigned for the temporary storage of hazardous
waste for safety purpose. Licensed third party is engaged for the
collection of the waste for recycle and reuse purpose.

221 263

0.0023 0.0024

AEBYNHEEEEEMETZEEE
tnez 2IEFEREERERAES
BEY - BRE=ZTEEZRREEHEY
ERRAM -
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Non-hazardous solid waste emission
Besides hazardous solid waste, numerous types of non-hazardous solid
waste are generated during the production process of printing fabrics.
The Group is dedicated to managing waste in a responsible way and
strives to optimise the use of resources. The Group recorded the
following non-hazardous waste emissions figures:

RONBEEREMRESE
BERBANEY

Waste Collected by external qualified

units for recycle and reuse purpose

JiE A0 B (F52)
EEEE  ERK(FR)
PRARERER ()

Wasted fabrics (kg)
Suede dust, hatha dust (kg)
Plastic container and iron drum (pieces)

Waste Collected by the Sanitation RELEBHKEE

Department for disposal BEENEY

Sludge (kg) W (F7=)

Non-recyclable domestic and 0] [B1 W B A 0E BT IR &
industrial waste (kg) TEEY(TR)

Total waste disposed (kg) EEEMESE(TR)

Intensity (kg/PRC turnover in RMB’000) ZE(FR/TTARES

HEH)

As a corporate citizen to enhance the optimise recycling and reusing
of our waste, the Group’s non-hazardous wastes like wasted fabrics,
suede dust, hatha dust, plastic container and scrap iron are collected
by external qualified units for recycle and reuse purposes. General
garbage which is non-recyclable is cleaned by the sanitation department
regularly.

During the Period, there was no material breach of or non-compliance
with the applicable laws and regulations related to environmental
protection.
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Use of Resources

The Group adheres to the concept of energy conservation and emission
reduction for green production. The major resources used by the Group
are principally attributed to electricity in Fujian’s factory and Hong
Kong's headquarter; water and steam gas consumed at the factory in
Fujian, while the water charges of Hong Kong's headquarter is included
in the management service fee. The Group did not encounter any
problems in sourcing water that is fit for purpose. We aim to improve
our energy utilisation efficiency to achieve low-carbon practices and
emission reduction throughout our production and operation, and strive
to save the resources. The Group’s electricity, water, steam are shown
in the following tables:

Electricity consumption

BE eRkEaHE(HE)

BREHRH

AEBESBHERFNES  BEREZESE
E-AEEEANIEERIERBRT
BB BABOES  BETRBBENIK
MER MBEBEBENFEKEIFAEE
ERN - HZMNBREZRERMOEERER
ME - EHRMOEENEEHERERT
FHUREE - BHEBHEER - ARENES -
KEFEARAENTRAT

R
&
bl

2018

—E-N\F
Electricity Electricity
consumption consumption
(Kwh) (Kwh)

REE(TRR)
Hong Kong &% 5,113,091 16,160
China H E 7,803,659 8,867,794
Total A&t 12,916,750 8,883,954
Intensity (Kwh/turnover in RMB’000) ZE(FRE/TTARE 78 59

)

Water consumption

China =2 N e

Intensity (Cubic meters/PRC turnover

in RMB’000) FEEERE)

EEGLAR/ITTARYE

ok E
2018
—E-N\F
Water

2017
—E—tF
Water

consumption

consumption

(Cubic meters) (Cubic meters)

Ak & (375 K) K& (37 75 K)
244,645 291,245
2.56 217
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Steam consumption in China

AU E ()

Total steam consumption (tonnes) wmzE A AE ()

The Group is dedicated to maintain consumption saving management for

electricity, water and steam by applying in-house rules and regulations

for both office and factory employees to follow. Saving measures

include:

Electricity saving measures

Applied variable frequency air compressor to reduce electricity
consumption.

Applied energy saving initiatives including maximising the use
of natural light and energy-saving lighting systems, applying
optimal temperature setting of air-conditioning; switching off air-
conditioning systems and lighting in vacant working areas after
operation hours; turning off office equipment when not in use.

Water saving measures

Reused water produced from singeing machines and preshrinking
machines for production process.

Modified water tanks of scouring and bleaching machines,
mercerising machine and dyeing machines to reduce storage
water surface areas, thus reduce water and steam consumption.

Modified scouring and bleaching machines to shorten the
production process and reduce electricity, water and steam

consumption.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT (CONTINUED)

Steam saving measures
3 Replaced heating facilities in scouring and bleaching machines to
enhance the effectiveness.

o Applied high-capacity roller into dryer machines, reducing 30%
of water retained in fabrics, thus saving steam consumption.

o Installed humidity meter and set humidity standard to control the
process of drying and avoid overheating, thus reducing steam

consumption.

3 Optimised draining valve of dryer machines to reduce outflow of
steam gas.
o Recycled steam from heat-setting stenter and various machines.

Packaging materials

The packaging materials used by the Group are mainly from raw fabrics
packaging bags, cartons, paper tubes, auxiliaries bags and other sundry
packaging materials. The Group recorded the following packaging

materials usage:

Packaging materials

Raw fabrics packaging bags, cartons, paper MEme s M- 4
tubes and other sundry items EMEEmE

Auxiliaries bags B B &%

Total packaging materials BEME &R

The Group is dedicated to consume the least packaging materials as
possible. It is the Group’s practice to implement production planning
in a timely basis so as to assess the approximate amount of packaging
materials needed for the period. The Group is also committed to source
recyclable packaging materials from suppliers with eco-friendly practice
and engagement.

BE eRkEaHE(HE)

;ﬁ_/\/_‘{/_ﬁlj /ll/jfﬁ 27_@
. RNk RUIDERGR F-opillE=" i

‘e -

. EE MR KA E R
A%_Lﬂli B BRE30% M TEKE R
TFERAE -
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wi
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=
=z °

. BlEHE BB KR BERKAIR
KoBAPEAERE -

. (o] 4o (=1 F 2 L TE B A A H 25 O

ZEYoRE
AEEERANEEMBIERAR M X
RMEH HE PEARKEMAZEEE
ME e REESSEEMHBENT

2018 2017

—E-N\E —tF

Amount (Kg) Amount (Kg)

A& (TR) HE(Fr)

wE R 122,407 127,735

15,425 17,730

137,832 145,465
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Environment and natural resources

In terms of minimising the environmental impact, the Group has put
its initiative in reducing the emission of sewage discharge, waste gas,
hazardous waste gas as well as the electricity and water consumption

as above mentioned.

With respect to raw materials usage, raw fabrics are the main raw
materials which include unfinished pure cotton, polyester cotton,
synthetic fibre, combined fabrics and nylon cotton. Since these are
processed materials from cotton which can be widely obtained, thus the
impact to the natural resources is not significant. The Group will closely
monitor the progress of the application of the purification system of
our setting machines so reduction of the hazardous waste gas emission
could be put into practice in the closest future.

To develop a green approach at the factory and offices, we have
developed the following measures for our daily operation starting from
2017 so as to minimise the impact brought to the environmental and
natural resources consumption.

Factory machine and office equipment
o Switch off computers, printers, machines and other electronic
devices after office hours or when leaving the workplace to

reduce power consumption.

o Affix save energy posters near the main switches in order to
remind our employees of energy saving.

o The last-man-out is dedicated to check and turn off all machines
and equipments.

Lighting
o Switch off non-essential lighting if there are only few people

working in the office or factory.

o After office hours or during lunch time of business days, only
turning on light for areas essential for safety and security
purpose.

o The last-man-out is dedicated to check and turn off all lighting

of the factory and offices.
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Water
o Conduct daily checking and maintenance of water supply
facilities. Employee should report to the management office when

water supply facilities are out of work or damaged.

Other practice
3 Encourage duplex printing, reuse of single-side used paper.

o Refill instead of new pen when used up.

3 Reduce paper printing by conducting e-filing.

o Encourage employees to adjust the margins and font size of

documents so as to optimise the use of paper.

As a socially responsible enterprise, protecting nature and the
environment has become our inescapable social responsibility, the Group
constantly looks for ways to maximise benefits with minimal resource
consumption and environmental impact, and continue to strive for

sustainable development.

Social Commitment

Employment and Labour Practices

The Group reckons that employees are the most valuable assets
of an enterprise and also the cornerstone for sustaining corporate
development. It is always the Group’s initiative to provide a fair and
competitive compensation package to attract and retain quality talents,
in the form of a basic salary, incentives bonus, mandatory provident
fund, and other fringe benefits. Remuneration packages are reviewed
periodically. The Group also has a set of comprehensive human resources
management policy to support human resources function. The policies
include compensation and dismissal, recruitment and promotion,

working hours, appraisal, training and benefits.

The Group has always strictly observed the relevant legislations in the
PRC and Hong Kong regarding the equal employment opportunities,
child labour and forced labour. The Group abides by the employment
regulations, relevant policies and guidance of the relevant jurisdictions
where it operates, including the “Employment Ordinance”, the
"Employees’ Compensation Ordinance” and the “Occupational Safety
and Health Ordinance”, etc. in Hong Kong; and the “Labour Law of
the People’s Republic of China” and the “Labour Contract Law of the
People’s Republic of China” in the PRC.
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The Group has its internal procedure to report employees’ information
regularly in order to review employment practices so as to avoid
any non-compliance. Furthermore, the Group strictly complies with
the internal recruitment process during recruitment to ensure no
employment of child labour and forced labour in any form. The Group
also strives to establish harmonious labour relationships. We protect
the rights of staff in terms of providing rest and leave days according
to relevant government laws and regulations. During the Period, the
Group did not aware of any material non-compliance with relevant
standards, rules and regulations regarding operations and activities,
labour practices.

Health and Safety

The Group is an investment holding company located in Hong Kong
and the nature of the daily operation is mainly office-based where it is
relatively low safety risk profile. The Group has equipped its office with
suitable fire-fighting facilities like fire extinguishers. Designated staff
would conduct inspection from time to time so as to ensure the exit
passageway clear and unblocked. In addition, the management office
of our headquarter office organises fire drills from time to time.

The Group’s subsidiary in Fujian engages in processing, printing and
sales of finished fabrics. The Group strongly believes that ensuring
stable and safety production is the most important social responsibility
to its shareholders, employees and the community where it situates.
Therefore, the Group has always regarded ensuring safety and stable
production as one of the priorities in corporate management. Sound
management systems have been established in occupational health and
safety in strict compliance with the regulations on occupational health
and safety the PRC.

As above mentioned, the factories of the Group have engaged third
licensed party to periodically review the waste gas concentration level
of machinery and equipment. At the same time, we continuously
reduce workload intensity for frontline staff and improve the working

environment.

The Fujian factory of the Group had obtained Quality Management
System Certification (ISO9001) and Environmental Management System
Certification (1ISO14001) formulated by the International Organisation
for Standardisation (“I1SO”) and they were certified, thus effectively
guaranteeing the establishment of a healthy, safe and stable working
environment. Daily operations are inspected by relevant department
assigned by the Group, according to the occupational health and safety
requirements of the respective company. Any non-compliance will also
be identified and rectified on a timely basis.
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During the Period, there are no work related injuries case. There were
no non-compliance cases noted in relation to laws and regulations for
health and safety.

Development and Training

We believe that cultivation and retention of talents is the core
of the Group’s development and is essential in strengthening the
competitiveness of the Group. We always consider our staff as our
strategic partners and provide various in-housing training courses to
enhance their job-related skills. During the year, we formulate quality
management and environment management training programs to
update our staff with the most updated standard of ISO9001 and
ISO14001. These two programs include quality assurance training in
production process, inspection assurance of materials received from
supplier, health and safety precautions in using production equipment
and machinery as well as customer relationship management.

In daily operation, the Group provides induction training for new
employees and experienced employees act as mentors to guide new
comers. We believe such arrangement can be the best practice to
facilitate communication and team spirit, also improve technical skills
and managerial capability and encourage the learning and further
development of employees at all levels.

The Group will continue to intensify its efforts to promote staff training
programs which we believe that by means of offering comprehensive
training opportunities, it could help providing the necessary protection
for talent reserves for corporate development.

Labour Standards

The Group strictly complies with the labour legislations and the relevant
guidelines in China and Hong Kong. In Fujian factory, we have set up
policy to ensure our business complied with the “Labor Law of the
People’s Republic of China”, the “Labor Contract Law of the People’s
Republic of China” and “Law of the People’s Republic of China on the
Protection of Disabled Persons”, etc. In Hong Kong, we have human
resources policy to ensure the compliance with all applicable rules
and regulations such as the “Minimum Wage Ordinance”, the “Sex
Discrimination Ordinance”, the “Race Discrimination Ordinance” and the
“Disability Discrimination Ordinance” etc. It is also the Group policy in
both China and Hong Kong region that no child and forced labor is
permitted for employment. During the Period, the Group does not aware
of any non-compliance with relevant standards, rules and regulations.
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Supply Chain Management
Raw fabrics, dyeing chemicals and fabrics processing chemicals are
the major materials used by the Group’s Fujian factory in its fabrics

processing where they are all procured in the PRC.

The Group implements supplier management in accordance with internal
guidance which governs the engagement of suppliers. Suppliers are
chosen subjecting to screening and evaluation procedures among the
suppliers, based on the quality and price. Also, to ensure supplier
capability in quality assurance, safety and environmental responsibility,
field visit and investigation is conducted. The investigation reviews the
production capacity, technology level, quality assurance capabilities,
supply capacity, safety and environment management qualifications if
needed. Only the highly qualified suppliers complied with regulatory
requirements are eligible for the supplier selection by the Group. The
Group also carry out regular assessment on suppliers’ overall capabilities,
assets position, nature of business, reputation in the industry, quality
of products, goods delivery and compliance with law and regulations.

As customers are becoming more concerned about environmental issues,
and stress the importance of using environmentally friendly materials.
The Group will continue to act as a corporate citizen in communicating
and stressing those environmental issues to our suppliers. We aim at
strengthening the cooperation with suppliers, coordinating with them
in product trials, and work with them to produce socially responsible
products.

Product and Service Responsibility

Customer service

The Group's in-house research and development team has been devoting
to new products development to suit the changing market demand
as well as the improvement of the Group’'s existing products and
production processes. The Group has established long-term relationships
with our customers comprising apparel retailers, garment manufacturers

and fabrics suppliers.

We also believe that customer satisfaction is always the foundation
of an enterprise’s survival. The Group is always trying to improve its
service quality and responding immediately to customers’ needs in terms
of delivery lead time, quality and price. The Group has established a
compliant and handling policy as well as customer communication where
questionnaire is sent to customer, we believe customer’s feedback is
always material for an enterprise’s development. We are always trying
to improve and address complaints or feedback quickly to resolve any
issues.
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