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Key Financial Highlights and Ratios
TEVBERMERLR

2018 2017
—ZE-N\HF —E—+tF
HK$’000 HK$'000 Change
FHERT F& T &g
]
RESULTS EE
Revenue I &= 9,690 2,915 232.42%
Loss before taxation F %% B & 18 (59,654) (123,593) (51.73%)
Loss for the year FAEE (59,654) (123,593) (51.73%)
Loss attributable to owners of the AR TIEE A FE(REE
Company (59,654) (128,593) (51.73%)
Basic and diluted loss per share SR E AR K # #5518 (HK$15.96) (HK$48.56)
cents i 1l cents &1l (67.13%)
2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000 Change
FHERT T T &g
KEY ITEMS IN CONSOLIDATED %#& M BHKR 2
STATEMENT OF FINANCIAL BMEEA
POSITION
Equity attributable to owners of the ZN2 & A A JE A5 # 25
Company (100,495) (47,443) 111.82%
Total assets EEBE 59,604 174,931 (65.93%)
Cash and bank balances RERBITHET 111 34,794 (99.68%)
Net liabilities per share (Note 1) BB EFE(MF1) (HK$23.24) (HK$19.75)
cents i 1l cents &1Ll (17.67%)
Net cash per share (Note 2) ERRSFEMF2) HK$0.03 HK$14.49
cents i 1l cents &1Ll (99.79%)
2018 2017 Change
—E-NE ZET—+F &
MARGIN, LIQUIDITY AND FE FHEER
GEARING RATIOS EESEBLE
Net loss margin ratio (Note 3) FEBEE M3 (615.62%) (4,239.90%) (85.48%)
Current ratio (Note 4) Tt B L R (Y i) 0.05 0.56 (91.07%)
Quick ratio (Note 5) RE) LK (1 775) 0.05 0.56 (91.07%)
Gearing ratio (Note 6) BEBEWL XN HF6) N/AFE F N/AT i3 A N/AZR 33 A
Notes: Hi it -
1, Net asset value per share is calculated based on the number of 1. TR E EFE Jh17432,406,964 08 (ZF —+F:

432,406,964 shares (2017: 240,226,091 shares). 240,226,0918%) IR H & B 5 & °

FIIR S F 5 J112432,406,964% (- T —+4F -
240,226,0918%) I H B 7T & -

N

Net cash per share is calculated based on the number of 2.
432,406,964 shares (2017: 240,226,091 shares).
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Key Financial Highlights and Ratios

FTEPBHEREE
3. Net loss margin is calculated by dividing loss for the year by e}

revenue and multiplying the resulting value by 100%.

4. Current ratio is calculated by dividing current assets by current 4.
liabilities.
5. Quick ratio is calculated by dividing current assets (net of work B

in progress) by current liabilities.
6. Gearing ratio is calculated by dividing total debt by total equity. 6.

Total debt comprises short-term loans, obligations under finance
leases, promissory notes and interest-bearing other payables.
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On behalf of the board (the “Board”) of directors (the “Directors”)
of National Investments Fund Limited (the “Company”), | am
pleased to submit the annual report (“this report”) of the Company
and its subsidiaries (collectively, the “Group”) for the year ended
31 December 2018 (the “Year”).

The Company is an investment company and the Group is
principally engaged in investments in a diversified portfolio of listed
and unlisted companies.

During the Year, the Board exercised caution while actively
managing its investment portfolio in accordance with the
Company’s investment objective and policy for the best interest
of our shareholders. The operating revenue of the Group was
approximately HK$9.69 million, representing a significant increase of
approximately 232.42% from approximately HK$2.92 million in the
last year. The increase in revenue was mainly due to the increase
in dividend income generated from the investment portfolios during
the Year. The loss attributable to owners of the Company has been
significantly decreased to approximately HK$59.65 million for the
Year (2017: loss of approximately HK$123.59 million) as a result of
the decrease in the impairment loss during the Year.

During the Year, the Group did not invest any listed securities and
has been focusing on the investment of unlisted companies. As
at 31 December 2018, the Group’s investment portfolio in unlisted
securities consists of equity securities of approximately HK$51.31
million (2017: approximately HK$88.20 million) and debt securities
of approximately HK$2.18 million (2017: approximately HK$20.49
million).

Meanwhile, the Group has adopted and maintained a prudent
yet proactive investment approach and will closely monitor the
performance of the investment portfolios. It has been the business
strategy of the Group to identify suitable investment opportunities
with potential assets appreciation that will furtherance the
investments objectives of the Company and also to generate better
returns for the Group and the Shareholders. During the Year, the
Group disposed Medisun Holdings (Overseas) Limited (“Medisun”),
which was previously held as to approximately 29.997% indirectly
by the Company (the “Disposal”). Medisun is principally engaged
in the businesses of development of bio-pharmaceutical and
regenerative medicine system and product. We expect that the
Disposal represents an opportunity for the Group to divest and
realise its investment in Medisun so as to reallocate the Group’s
financial resources in order to optimize the operational efficiency, to
enhance the return to the Group and to improve cash flow of the
Group.

Chairman’s Statement
FEHRSE

AAZRRERKREEZSERARTELARNES
(EENe(EEE)MAZRARALEMB R
A(mErEE)BEE_E-—N\F+=-A=1+—H
LHFE(RFEDFERE(FHED -

ARAR—RARERE  MAKEZ T2EB AR
BREMEIFEMRBZEZTILREAS -

RAFE EESGEFETENRE  BEREEAR
RNE) 2B E B ZFRBE & CAEPI 60 AR 3R A & = F
HARNEBERLEMAA AEEMNERBERINA
9,690,000/ JT * ¥ £ 4F 492,920,000/ JT A I8 12 A1
#9282.42% » W I EZHRAFERAKE
HEFTBREMW AN - KRR HEEAREBER
AAEFE KRR A & #959,650,0008 T (Z T —+ 4 :
& 18 49 5123,590,000/%8 7T) * Ty R LB &5 18 A A

REAFEE AEETERERTMETES M
EEFLIHRATZERE RIE-N\E+-A=+
—HB AEBERFELTEFZREHEHEGBERA
& % #4951,310,0007% 7T (= F — 4+ 4F : 988,200,000
75 TT) M (B 15 75 5 492,180,000 T (Z T —+F : 49
20,490,0007 7T ) °

AR AEBERDRETAFZEENEENRER
i WHEDERBEMEAEGHNERER KAEEMNED
FE—BEASNABTAEEABENZIRER
B EEARNTREEE  WAREE KRR
BEER o MAFE - ANEEHEMedisun Holdings
(Overseas) Limited ([Medisun)) * EFEHAARARFHE
#129.997% = ([HEFIE ) ° MedisunE B EE S
REEYRERBLEEERGRER - ZMEHL
EEIE T ARE B E I F R E M Medisun 2 1 &
EARENTBERSUNENLE  HMELEE
e RAREEBZBIFR  BHERNEEBZRER -
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Chairman’s Statement
FERE

We will continue to explore new investment opportunities around
the world, hoping to further expand the Group’s scale and increase
its profitability through acquisitions, with the aim to bring stable,
long-term high returns to our shareholders.

In closing, on behalf of the Board, | would like to express my
sincere gratitude to our shareholders and business partners for
their continuous support and confidence in the Group. | must also
thank our staff for their efforts and dedication. Our people are the
backbone of our Group and the architects of our future.

Xie Xiangrong
Chairperson

Hong Kong, 26 March 2019

AP Al B IR AT IR IR BB - USKEETTIRS
E—SERASEREVRALANES  BER
BHOEREREE RHESERE -

Bk AARREFERLENSRRAREBE
H-EEENANLS  ANEREKATTES
N o BMOATHARBAOXHE - 2R ER KD
R -

CEES
EY

BB _ETE-NFE=ZA=+X
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Management Discussion and Analysis

FINANCIAL REVIEW
Revenue

During the Year, the Group’s operating revenue was approximately
HK$9.69 million, which represented a significant increase of
approximately 232.42% as compared to the operating revenue of
approximately HK$2.92 million for the year of 2017 (the “FY2017”).
The increase in revenue was mainly due to the increase in dividend
income generated from the unlisted investment portfolios during
the Year. During the Year, the Group had received the distribution
of 1,815,405 shares of a company as dividend from an investee
company and the appraised value of the shares as at 30 June
2018 was approximately HK$7,350,000 by making reference to the
valuation report prepared by an independent valuer.

Other Income

Other income for the Year was approximately HK$1.87 million, which
represented a significant decrease of approximately HK$2.66 million
as compared to the other income of approximately HK$4.53 million
for the FY2017. The decrease was mainly due to the decrease of
waiver of payment of consultancy fee of approximately HK$3.31
million which was one-off benefits for the FY2017. Other income
mainly comprised the gain on settlement of short-term loans and
sundry income during the Year.

Finance Costs

Finance costs for the Year was approximately HK$6.68 million,
which represented a significant decrease of approximately HK$8.74
million as compared to the finance costs of approximately HK$15.42
million for the FY2017. The decrease was mainly due to the
decrease of interest expenses on other payables (include interest
payables to promissory notes) of approximately HK$9.21 million
during the Year.

Loss Attributable to Owners of the Company

Loss attributable to owners of the Company was approximately
HK$59.65 million for the Year (FY2017: loss of approximately
HK$123.59 million). The decrease of loss was mainly due to the
decrease in impairment losses of approximately HK$33.71 million
were made on financial assets at fair value through profit or loss,
other tangible assets and other receivables and the Group has
successfully implemented the costs control plans during Year.

BEERENWR DN

Bt 75 o] B
iy 25

RAFE - AL E 2 E = 4 459,690,000 7T
BRI +FFE(E—LtFUBREEDCEE
I 3% #2,920,0007% 7T K 18 1 11 49232.42% ° W &=
BMDEEHRAFEERAIFLTREAGZIRE
I AIEN - AFE  AEEE—BEEEQFDIK
1,815,405 R AFRIRMIEARE - K2 ZEH BB L
HEMEENGHEERS  ZSEROHRZZ—N\FA
A=+H/HE4 A7,350,000% T °

H g A

AEEE UL A 451,870,000/ 7T AE T —+
F B K F 2 89 494,530,000 JT &) E 4th Ug A K 18 L
1 #92,660,000/87C - BB P EERHR BRI
EEMI & BB A #93,310,0008 L ATE  thA-ZT—+
FHRFEM—IERER - EA T ERRFELF
EHREQHER WS REBKA -

B & R AR

NAFFE R H) B A B AR 49 56,680,00008 7T - AR =Z
— -+ B B S #9 4915,420,00058 TT HY B & B AN K
1@ 5L 1 478,740,000 70 - BB L EE R BANAF
EHMEMNFRENF A (BEALERE 2 B
B R A #79,210,0007 JT FT 2R ©

AREBEEANEEER

REERNTHEB A FE(LEE 4 /59,650,000 7T
(Z2—+FHBFE  EB184/5123,590,00077T) °
EBERLODEIEARREZREAARBEINE Y
TREBE RHEMBEFEERAAEBAENEZS
MAEEREMEWRKEMTREZAEBERLLD
33,710,000 7T+ R A& B R AR F E 5 T B HE AL A
BEHIHER -
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Management Discussion and Analysis
EIRE R Ko

Consolidated Statements of Financial Position
of the Company

As at 31 December 2018, the Group had a net liabilities of
approximately HK$100.50 million (as at 31 December 2017: net
liabilities of approximately HK$47.44 million). The increase in net
liabilities was mainly resulted from the loss suffered by the Group
during the Year.

BUSINESS REVIEW

The Company is an investment company and the Group is
principally engaged in investments in a diversified portfolio of listed
and unlisted companies.

During the Year, the Group did not invest any listed securities and
has been focusing on the investment of unlisted companies. As
at 31 December 2018, the Group’s investment portfolio in unlisted
securities consists of equity securities of approximately HK$51.31
million (2017: approximately HK$88.20 million) and debt securities
of approximately HK$2.18 million (2017: approximately HK$20.49
million). Impairment losses of HK$64.52 million were made on the
unlisted investments during the Year.

As disclosed in the announcement of the Company dated
20 November 2018, the Group, as the vendor, had entered into a
sale and purchase agreement with an independent third party as
the purchaser, pursuant to which the Group conditionally agreed to
sell, and the purchaser agreed to acquire approximately 29.997%
of the entire issued share capital of Medisun Holdings (Overseas)
Limited at the consideration of HK$20,000,000. The aforesaid
disposal constitutes a very substantial disposal of the Company
under Chapter 14 of the Listing Rules and is subject to the
shareholders’ approval. It is expected that the aforesaid disposal,
once completed, will provide the Group with additional cash flow
and further strengthen its financial position.

RRFERE MBI WK

RZZFE—NEFE+=—A=+—H FTEBEFEEHRR
#1/100,500,0008 T(R=E—+tF+=A=+—
B R aER R4 A47,440,0008 L) c FRABEMRNR
BINDEEERAEBRNAFEAZEIE -

EHOE

ARAR—RARERR  MASEIERERES
EakIFELETRARZEZTTILBEEETRE -

RAFE AEETEZLERTAMLTES W
BEFETRARAZEE R N\F+_A=+
—B AEBERFELTEFZREHEGBEBRA
3 % #951,310,0007%8 7T (ZF — £ F : 488,200,000
7 7) M (B 78 5 F 492,180,000 T (Z T — L F:
#720,490,000% 7T) - RAFEHIE LM AT iR
64,520,000/ 7L 2 BEEE -

MARBRZZE—NF+—AZTHZAERH
B AEEREWERENEBUYE=FWERER)F]
VEEWS B AXEEEERKHRELER
B E=H B EKMREEEEMedisun Holdings
(Overseas) Limited & &0 B 8 TR A 4729.997% -« X
{8 /20,000,000 7T * R 1% R I FE14% - Eal
HEFEBK AR —HIEEALEFE AR
REBAEFTAEE - EE Ll HESHETKEFE
REBRHEZRESR  E—TIRATBMRKR -

10 National Investments Fund Limited Annual Report 2018



PROSPECT

Our vision is to become a well-known investment company in Hong
Kong. We plan to invest in listed and non-listed securities with high
quality to strive for short-term and medium-term gains from capital
appreciation in the course of securitisation of corporate assets
invested, and apply the same as our key operation strategy and
income source.

Looking into the year of 2019, the unresolved trade disputes
between United States and China are still major obstacles for the
global economy. As the global economic growth has peaked and
the central banks have normalized monetary policy, it is expected
that the investment market will be more volatile in 2019. The risk of
a recession in 2019 is still low, but as the economy is nearing its
peak, market sentiment is becoming more cautious and volatility is
increasing.

The Group will continue to implement diversified investment strategy
aimed at identifying suitable investment opportunities with potential
of asset appreciation to bring about better return to the Group
and the Shareholders. The Group will also continue to adopt and
maintain a prudent but proactive investment approach and will keep
closely on monitoring the performance of the investment portfolios
and is confident that the investment portfolios will deliver results
and add value to the shareholders of the Company.

Management Discussion and Analysis
ERE RO

Al =
BHMWESENREENBRE AR - HFIFHEKR
ERERLMEIFLETES  ARREARELE
EERSLBRPEATENEHMREBERN - 7K
B 2EERERRAREBRETE -

RE-ZF-NF XEEPBEZHARBRESHF
DARREBEZETEREE - RREFERCBERE
HoPRARITEHEBHRRERL BH_T—H
FREMESBHEREZEY - T NFELERK
HERRDE - HEEEREROSIER  THRAZ
HEE ORBIEER LT -

AEEREBERZTICRERE  §EIARAE
VEAEEFEENZRERSE RAKERBRS
KEEDR - ARERFERD LA FFEDER
RETA UHBETVERREEEGZRE B
ARA P RFERERRIEE -
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Management Discussion and Analysis
EBENREDW

SIGNIFICANT INVESTMENTS HELD FrsEEXRRE

As at 31 December 2018, the Group had significant investments NTAREBRR-_ZE—N\EF+_A=+—BMFE
in unlisted equity securities and debt securities of companies THEAREMEARSREEREBEERIZAAEERE
which were classified as financial assets at fair value through other IR SREE FIHREECREEZEBRARZ
comprehensive income and profit or loss/available-for-sale financial ELTRAFESFREBES

assets are as follows:

Dividend/

Accumulated interest

Percentage of unrealized received/

share capital Fair value as at gain/(loss) receivable

owned by the Investment 31 December change in fair during the

Name of investee company Group cost 2018 value Year
EHEA

R=ZZ-N\§ MREEZ REEE

rEEHESF +ZA=t-B AZREkE/ B/ Bk

KRENAER BRAE 5L RERAE ZDYE (ER)28 BRE/FE

HK$’000 HK$’000 HK$’000 HK$’000

TER TER TER TER

Equity securities:

RAES:

Upperclass Developments Limited (Nofe 1) 30% - - - -
Upperclass Developments Limited (477%1)

Smart Role Limited (Note 2) 8% 59,680 30,300 (29,380) -
Smart Role Limited (4772

Co-Lead Holdings Limited (Note 3) 0.39% 15,908 6,900 (9,008) -
Co-Lead Holdings Limited (4723

FreeOpt Holdings Limited (Nofe 4) 3.35% 16,000 5,260 (10,740) -
FreeOpt Holdings Limited (/7:74)

Freewill Holdings Limited (Note 6) 0.59% 15,950 4,960 (10,990) 7,350
Freewill Holdings Limited (/7:£5)

Joint Global Limited (Note 6) 0.88% 16,038 540 (15,498) -
Joint Global Limited (477£6)

Satinu Resources Group Limited (Nofe 7) 0.18% - 3,350 3,350 -
Satinu Resources Group Limited (477£7)

Debt securities:

BRES:

Premium Castle Limited (Note 8) N/A 12,056 - (12,056) -
Premium Castle Limited (477%8) @R

The American Club (Note 9) N/A 1,800 2,180 380 -
The American Club (#7:#9) @R
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Notes:

1. Upperclass Developments Limited (“Upperclass”) is
incorporated in British Virgin Islands and principally engaged in
investment holding. The principal assets of Upperclass indirectly
holds 16% interest in a company incorporated in the PRC, of
which is principally engaged in leasing.

2. Smart Role Limited (“Smart Role”) is incorporated in British

Virgin Islands and principally engaged in investment holding.
The principal assets of Smart Role indirectly holds 8% interest
in a company incorporated in the PRC, of which is principally
engaged in holding of the Forest Rights Certificates.

3. Co-Lead Holdings Limited (“Co-Lead”) is incorporated in British
Virgin Islands and principally engaged in investments in a
diversified portfolio of listed companies.

4. FreeOpt Holdings Limited (“FreeOpt”) is incorporated in Republic
of the Marshall Islands and principally engaged in money lending.

5. Freewill Holdings Limited (“Freewill”) is incorporated in Republic
of the Marshall Islands and principally engaged in investments in
a diversified portfolio of unlisted companies.

6. Joint Global Limited (“Joint Global”) is incorporated in Republic
of the Marshall Islands and principally engaged in investments in
a diversified portfolio of debt securities.

7. Satinu Resources Group Limited (“Satinu”) is incorporated
in British Virgin Islands and principally engaged in integrated
financial services, securities brokerage services, money lending,
securities and other direct investments.

8. Premium Castle Limited (“Premium Castle”) is incorporated
in British Virgin Islands and principally engaged in investment
holding. The principal assets of Premium Castle directly holds
100% interest in Beijing Securities Limited incorporated in Hong
Kong, of which is principally engaged in securities brokerage
services and other financial services. The Company holds
convertible note issued by Premium Castle with principal
amount of HK$18,600,000, which comprise principal amount
and outstanding interest of HK$17,000,000 and approximately
HK$1,600,000 respectively.

9. The American Club, which provides a gathering place for social,
recreational, and business activities for members. The Company
holds a debenture issued by the American Club with principal
amount of HK$625,000 at a consideration of HK$1,800,000.

The Directors believe that the future performance of the significant
investments held by the Group will be affected by the overall
economic environment, market conditions and the business
performance of the investee companies. The Board will continue to
look out for attractive investment opportunities which can generate
better returns to its shareholders.

Management Discussion and Analysis
ERE RO

1. Upperclass Developments Limited
([Upperclass]) N B Z BF S M - £
TR FEREEMR o Upperclass 2 = B & & M #
BE—HERPBEEMR I AR 216% s - HE
EHREDHME -

2. Smart Role Limited ([Smart Role]) 74 % & i &
BHEFMAS  EBHREHRELER - Smart Role
ZEBEERERFEBRPBEEMA AR
8%  REXTEHREFBHARMEFE -

3.  Co-Lead Holdings Limited ([Co-Lead )/ % &
BERBESHMKY  FERERERE FTAR
2Ll E o

4, FreeOpt Holdings Limited ([Freeopt)) 7A 5 48 &
HEHAFMBFMAY  FEREME -

5. Freewill Holdings Limited ([Freewill]) 72 5 45 &
HEEAMBEMAY  TERERERSIELT
RNAElZZ LS °

6. Joint Global Limited ([Joint Globall) 7 & 45 8
HEANMBEEMEKY  FEREREREED
HBHEZZTILBE

7. Satinu Resources Group Limited ([Satinu]) 7%
BEAZBSHEMEKY  TEXREREGEA SR
R BHELERE  WE BHFEKEME
BERA -

8. Premium Castle Limited ([Premium Castle]) 7
RBEXHESTHMKY TEREREZER -
Premium Castlez T EZEEHBEZEFTAENE BT
M2 RFEHFBRAFZ100%Es - HE
ENEBFAFCLCARBREMSRRE - A2
A)#5 B Premium Castle #1744 418,600,000/%
T2 AR E S - HFRBEARE£17,000,000% T
N K18 2 F| B #91,600,000% 7T °

9. The American Club A& BIR R R4 - &
A ES) 2 BES AT - KA R Athe American
Club# 1T A& /6250008 T 2 E#E - REA
1,800,000 7T °

EEHEAEEMBEAREARNREALSE XS
EEQHERE MANARBRERRNEBRRY
2 -BEEeREESRARSIINERERE  BR
REEERER -
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Management Discussion and Analysis
EIRE R Ko

PRINCIPAL RISKS AND UNCERTAINTIES

The Group is principally engaged in short to medium term capital
appreciation by investing in a diversified portfolio of investments in
listed and unlisted securities, which are exposed to certain market
risks including price risk, credit risk, liquidity risk and interest rate
risk. The details are set out in note 5 to the consolidated financial
statements under the section headed “Financial Instruments and
Capital Risk Management”.

SEGMENT INFORMATION

Particulars of the Group’s segment information are set out in note
6 to the consolidated financial statements of this report.

LIQUIDITY, CAPITAL RESOURCES AND
GEARING RATIO

During the Year, the Group’s liquidity funds were primarily used to
invest in the unlisted investments and for its operations and such
funds were funded by a combination of capital contribution by
shareholders as well as cash generated from operation.

As at 31 December 2018, the Group had cash and bank balances
of approximately HK$0.11 million which were denominated in Hong
Kong dollars (2017: approximately HK$34.79 million).

As at 31 December 2018, the Company had outstanding balance
of promissory notes in the aggregate amount of HK$110,000,000.
Eleven promissory notes in the denomination of HK$10,000,000
each were issued to eleven independent third parties. Each
promissory note bears interest at a rate of 5% per annum with
a maturity period of seven years from the date of issue. The net
proceeds were used for investment in securities and as general
working capital of the Group.

On 2 January 2018, the Company completed a rights issue and
issued 1,201,130,456 new shares with par value of HK$0.01 each
at a subscription price of HK$0.035 per rights share on the basis
of one rights share for every two shares then existing share held,
and the net proceeds of the rights issue, after deducting the related
expense, were approximately HK$40,280,000 which were mainly
used to repay the principal amount and interests of Group’s loans
including the Citizens Money Lending Corporation Limited. Details
of the rights issue were disclosed in the announcements of the
Company dated 21 November 2017, 28 November 2017, 2 January
2018 and the prospectus of the Company 7 December 2017.
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On 5 October 2018, Supreme China Securities Limited (the
“Placing Agent”) and the Company entered into a placing
agreement (the “Placing Agreement”) pursuant to which the
Placing Agent has agreed to place, on a fully underwritten basis,
up to 720,678,273 placing shares (the “Placing Shares”) at the
placing price of HK$0.015 per Placing Share (the “Placing”). The
completion of the Placing took place on 23 October 2018. A total
of 720,678,273 of the Placing Shares had been successfully placed
and issued under the general mandate granted to the Directors by
resolution of the Shareholders passed at the annual general meeting
of the Company held on 20 June 2018. The gross proceeds and
net proceeds from the Placing amounted to approximately HK$11.00
million and HK$10.30 million respectively. The Company had used
the net proceeds for repayment of the outstanding indebtedness,
and/or general working capital of the Group. Details of the Placing
Agreement were set out in the announcements of the Company
dated 5 October 2018 and 23 October 2018.

The Group had net liabilities as at 31 December 2018, therefore
the gearing ratio (defined as borrowing and long term debt divided
by total shareholder’s equity) is not applicable. The current ratio
of the Group as at 31 December 2018 was about 0.05 times as
compared to 0.56 times as at 31 December 2017, based on current
assets of approximately HK$6.24 million (as at 31 December
2017: approximately HK$62.71 million) and current liabilities of
approximately HK$130.21 million (as at 31 December 2017:
approximately HK$112.04 million).

CAPITAL STRUCTURE

During the Year, the changes of share capital structure of the
Company were as follows:

On 2 January 2018, the Company completed a rights issue and
issued 1,201,130,456 new shares with par value of HK$0.01 each at
a subscription price of HK$0.035 per rights share on the basis of
one rights share for every two shares then existing share held, and
the net proceeds of the Rights Issue, after deducting the related
expense, were approximately HK$40,280,000 which were mainly
used to repay the principal amount and interests of Group’s loans
including the Citizens Money Lending Corporation Limited. Details
of the rights issue were disclosed in the announcements of the
Company dated 21 November 2017, 28 November 2017, 2 January
2018 and the prospectus of the Company 7 December 2017. Upon
the completion of the aforesaid rights issue, the total number of
issued shares of the Company was increased from 2,402,260,913
shares to 3,603,391,369 shares.
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On 23 October 2018, a total of 720,678,273 new shares of the
Company had been successfully placed by the placing agent to
not less than six placees at the placing price of HK$0.015 per
placing share under the general mandate granted to the Directors
by resolution of the shareholders of the Company passed at the
annual general meeting of the Company held on 20 June 2018.
Upon the completion of the aforesaid placing of new shares, the
total number of issued shares of the Company was increased from
3,6083,391,369 shares to 4,324,069,642 shares.

SUMMARY OF MATERIAL LEGAL
PROCEEDINGS INVOLVING THE COMPANY

On 26 March 2018, the Company received a petition (the
“Petition”) from Medisun Holdings Limited issued from the High
Court of the Hong Kong Special Administrative Region (the “High
Court”) that the Company may be wound up by the High Court
on the ground that the Company is unable to pay its debts of
approximately HK$7,143,000. On 29 March 2018, the Company
also received a notice from Carley Company S.A., a creditor of the
Company, that it intends to appear on the hearing of the Petition
and to support such Petition. The Petition has been dismissed by
the High Court at the hearing before the High Court on 8 October
2018. The Company is ordered to pay Carley Company S.A., a
supporting creditor of the Petition, its costs of the proceedings.
For details, please refer to the Company’s announcements dated
26 March 2018, 27 March 2018, 29 March 2018, 11 May 2018,
28 May 2018, 30 May 2018, 4 June 2018, 7 June 2018, 19 June
2018, 20 August 2018 and 8 October 2018.

As at the date of this report, there are no outstanding winding-up
petitions against the Company.

EMPLOYEES

As at 31 December 2018, the Group employed a total of 4 full time
employees in Hong Kong. The total staff costs (including directors’
emoluments) were approximately HK$16.16 million for the Year.

Employees’ remuneration packages have been reviewed periodically
and determined with reference to the performance of the individual
and prevailing market practices. Remuneration packages include
basic salaries and other employees’ benefits including double
pay, housing allowance and contributions to statutory mandatory
provident funds. Share options may also be granted to eligible
employees.
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CAPITAL COMMITMENTS AND
CONTINGENT LIABILITIES

The Group had no significant capital commitments and contingent
liabilities as at 31 December 2018.

CHARGES ON GROUP ASSETS

On 8 January 2018, the Company has fully settled the loan entered
with Citizens Money Lending Corporation Limited with cash of
approximately HK$39,233,000. The Share Charges of the Group’s
wholly owned subsidiaries in favour of Massive Shine Limited, Old
Peak Limited, Eighty Riches Limited, Union Power Holdings Limited
and Fine East Trading Limited were released on 8 January 2018.

The Group had no charges on the Group’s assets as at
31 December 2018.

FUTURE PLANS FOR MATERIAL
INVESTMENTS OR CAPITAL ASSETS

There was no specific plan for material investments or capital asset
as at 31 December 2018.

EXPOSURE TO FLUCTUATIONS IN
EXCHANGE RATES AND RELATED HEDGES

The Group’s monetary assets and transactions are mainly
denominated in Hong Kong dollars, exposure to exchange
fluctuation is considered minimal. During the Year, the Group did
not use financial instruments for hedging purposes.
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DISCLAIMER OF OPINION — MULTIPLE
UNCERTAINTIES RELATING TO GOING
CONCERN

As disclosed in the independent auditors’ report, the auditors of
the Company, Hodgson Impey Cheng Limited (the “Auditors”),
issued a disclaimer of opinion (the “Disclaimer of Opinion”) on
the consolidated financial statements of the Group for the year
ended 31 December 2018 (the “Financial Statements”) due to
the existence of multiple uncertainties as set out below, which may
cast doubt on the Group’s ability to continue as a going concern:

For the year ended 31 December 2018, the Group incurred
a loss of approximately HK$59,654,000 (2017: approximately
HK$123,593,000) and a net cash outflow from operating
activities of approximately HK$60,218,000 (2017: approximately
HK$47,292,000). As at 31 December 2018, the Group had net
current liabilities of approximately HK$123,975,000 (2017: net
current liabilities of approximately HK$49,332,000) and net
liabilities of approximately HK$100,495,000 (2017: net assets of
approximately HK$47,443,000). In addition, the Group’s promissory
notes with interest payables of approximately HK$124,692,000 as
at 31 December 2018 will be due on 2019 and 2020 respectively.

These conditions indicate the existence of a material uncertainty
that might cast significant doubt about the Group’s ability to
continue as a going concern and therefore the Group may be
unable to realize the Group’s assets and discharge the Group’s
liabilities in the normal course of business.

Whilst the Group is taking measures to preserve cash and secure
additional finance, the Auditors consider that the following material
uncertainties exist:

1. the Group may not be able to obtain the financial support.
The Group’s ability to successfully obtain additional financing
is dependent upon the future performance of the Group; and

2. the operation plans to control costs and generate adequate
cash flow from operations may not be effectively implemented
and future performance and cash flows in respect of
operating activities may not be in line with the assumptions.
The achievability of the plans is dependent upon the market
environment, which is expected to remain challenging in the
near future.
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In preparing the consolidated financial statements, the Directors
of the Company have reviewed the Group’s financial and liquidity
position, and taken into consideration the proceeds to be raised
from the placing of new shares subsequent to 31 December 2018.
In the opinion of the Directors, the Group will have sufficient liquidity
to finance its operations for the next twelve months. Therefore,
the financial statements have been prepared on a going concern
basis but the Disclaimer of Opinion has no significant impact on
the financial position of the Group.

MANAGEMENT RESPONSE AND AUDIT
COMMITTEE RESPONSE TO THE
DISCLAIMER OF OPINION

Certain measures have been taken by the Board to mitigate the
liquidity and financial pressure and to improve the Group’s financial
position, which include the following:

1. As disclosed in the circular of the Company dated
13 February 2019, the Company had entered into a placing
agreement (the “Placing Agreement”) with Chung Lee
Securities Company Limited (the “Placing Agent”) on
4 January 2019 (as subsequently supplemented by the
supplemental agreements dated 21 January 2019 and
29 March 2019) (the “Placing”). Pursuant to the Placing
Agreement, the Company intends to obtain additional
funding by allotting and issuing new shares under specific
mandate. The Placing was approved by the shareholders of
the Company at the extraordinary general meeting held on
5 March 2019. As at the date of the publication of the annual
results announcement of the Company for the year ended
31 December 2018 and the Disclaimer of Opinion, although
the Placing Agent was still in the process of identifying
placees for the Placing, the Board believed that the Placing
would materialize taking into consideration that (i) the Placing
had been approved by the shareholders of the Company at
the extraordinary general meeting, and (i) the Board was not
aware of any material impediments which would result in the
termination or lapse of the Placing.

Management Discussion and Analysis
ERE RO

ARREFTERAUFEMBRAFCEHNAEEL
MBERABESRR  YERKE-_FT—N\F+=
A=+ —BREEFROBTERZMEFA-E
ERR/ AKBEKEERRRBESARK T @
HNEERHES  HUBRRCERFAELLERE
e MARKRE R W& A KB 65O & A
BAFE-

EEERETZEGHIRREEN
£

EZGCRIETHE USTERDESRYKSE
ATHNBEARKERAEENMBMRN  ZFHEEE
oK

1. WMARBRIBHAE-ZTE—NF_A+=Bz8
KETHE ARAIER-_ZE—NLF—AWHH
BHBREERAR(RERBED LIRS
Z(REHE)(HELKHBA T —NF—
AZ+—BERZZE-—NF=ZA=-FThLHZ@ER
EmEa)((REEE]) - - RELEEHE
NAMERBRFERERE RETHRMDM
BERBINES REFTEEARARRNLRZ
E-NERAZHRTHREEIAE LB
B MARRZHZ2-FT—)\F+_A=+—
AEFEFEEERAERTERERNTI
HE RERERENERENEESE 2
AEARBIET  EEFLERE () BEFE
EEARFAREARRENRASELBB: X
(i) EEE W T TANEEENEEHEESEE
BIFS KMz EXNERE  RAREEEER

BRREESERAT 2018F 3§ 19



Management Discussion and Analysis
EIRE R Ko

2, The Company has successfully implemented the costs control
plans during the year ended 31 December 2018, and the
measures on cost control adopted by the Company included
the followings:

©) the Company had terminated the existing tenancy
agreement of its office premises in May 2018 and
leased another premises with a lower rental, which
resulted in the decrease in the monthly rental
from approximately HK$470,000 to approximately
HK$80,000; and

(2)  the Company had implemented the staff voluntary
departure plan, which lead to the reduction in
the number of staff and Directors from 26 as at
31 December 2017 to 8 as at 26 March 2019.

Taking into account the aforementioned considerations, the Board
was of the view that the Group would be able to continue as
a going concern, whereas the Auditors considered that there
were still material uncertainties with (i) the completion of the said
Placing and the ability of the Group to obtain financial support
and (ii) the effective implementation of the cost control plan, which
is dependent upon the market environment, which is expected
to remain challenging in the near future. The management has
considered the Auditors’ view and understands their consideration
in arriving their view towards the matter.

In the course of approving the consolidated financial statements
for the year ended 31 December 2018, the members of the audit
committee of the Company (the “Audit Committee”) has reviewed
the information provided by the management in relation to the
Disclaimer of Opinion. The Audit Committee had reviewed the
major judgmental areas relating to the disclaimer of opinion on the
Financial Statements and there was no disagreement between the
Audit Committee and the management of the Company.
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Corporate Governance Report

Sound corporate governance practices are crucial to the smooth,
effective and transparent operation of a company and its ability to
attract investment, and can protect the rights of shareholders and
enhance the value to shareholders. The Company is committed to
maintaining good corporate governance standard and procedures
to ensure the integrity, transparency and accountability to our
shareholders. This Corporate Government Report is prepared
in compliance with the reporting requirements as contained in
Appendix 14 of the Rules Governing the Listing of Securities (the
“Listing Rules”) on The Stock Exchange of Hong Kong Limited
(the “Stock Exchange”).

CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining a high standard
of corporate governance to safeguard the interests of its
shareholders and to enhance the corporate value, accountability
and transparency of the Company. The Company’s corporate
governance practices are based on the principles, code provisions
and certain recommended best practices as set out in the
Corporate Governance Code (the “CG Code”) in Appendix 14 to the
Listing Rules. Except for the deviations from code provisions A.2.1,
A.41 and E.1.2 of the CG Code as explained below, the Company
had complied with the applicable code provisions of the CG Code
during the Year. The Company periodically reviews its corporate
governance practices to ensure that the Company complies with
the requirements of the CG Code. The Company acknowledges
the importance of corporate governance and ensures transparency
and accountability of the Company’s operations.

Meetings were held throughout the year and where appropriate,
circulars and other guidance notes were issued to directors and
senior management of the Group to ensure that each and every
director and senior management is aware of the importance of
corporate governance.
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DEVIATION FROM THE CODE

According to code provision A.2.1 of the CG Code, the roles of
chairman and chief executive officer should be separated and
should not be performed by the same individual. Mr. Feng Wen
has been resigned as the Chief Executive Officer of the Company
(*CEO”) on 27 June 2018. Whilst the Company is in the course
of identifying suitable candidate for this position, Mr. Wong Danny
F., a then executive director and chairman of the Company, will
temporarily assumed such duties. The Board is of the view that
such arrangement will provide strong and consistent leadership for
the development of the Group during this transitional period and
does not constitute a deviation from the CG Code. On 8 October
2018, Ms. Xie Xiangrong was appointed as a non-executive Director
and the chairman of the Board while Mr. Dai Wei, was appointed
as the chief executive officer of the Company. Since then, the roles
of chairman and chief executive officer of the Group have been
separated in accordance with code provision A.2.1 of the CG Code.

According to code provision A.4.1 of the CG Code, non-executive
Directors should be appointed for specific term, subject to re-
election. Except for Ms. Chan So Fong and Mr. Liao Kai who are
appointed for a specific term of three years, the other non-executive
Director and independent non-executive Directors are not appointed
for a specific term but they are subject to retirement by rotation
and re-election in accordance with the articles of association of the
Company (the “Articles”).

According to code provision E.1.2 of the CG Code, the Chairman
of the Board should attend general meeting. In respect of the
annual general meeting held on 20 June 2018 (the “2018 AGM”),
Mr. Wong Danny F.,, the then Chairman of the Board, was engaged
in an important business meeting and was not able to attend.
However, Mr. Char Shik Ngor, Stephen, a then independent non-
executive Director of the Company, the chairman of the Nomination
Committee and members of the Audit Committee and Remuneration
Committee of the Company, attend the 2018 AGM and answered
questions raised during the 2018 AGM.
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MODEL CODE FOR SECURITIES
TRANSACTIONS BY DIRECTORS

The Group has adopted the code of conduct with respect to the
dealings in securities of the Company by the Directors as set out
in Appendix 10 of the Listing Rules (the “Model Code”).

Having made specific enquiry with the Directors, all the Directors
confirmed that they have complied with the required standard set
out in the Model Code during the Year.

BOARD OF DIRECTORS
Composition

The composition of the Board reflects the necessary balance
of skills and experience desirable for effective leadership of the
Company and independence in decision making. All directors
devote sufficient time and attention to the affairs of the Group.

The Board currently comprises six members, consisting of
one executive directors, one non-executive director and four
independent non-executive directors.

According to the Company’s Articles of Association, directors
appointed to fill casual vacancy shall hold office until the next
following annual general meeting after their appointment and shall
be subject to re-election by shareholders. All directors are subject
to retirement by rotation at least once every three years.

With a view to achieving a sustainable and balanced development,
the Company sees increasing diversity at the Board level as an
essential element in supporting the attainment of its strategic
objectives and its sustainable development. The Board has adopted
a board diversity policy with effect from 4 September 2013. All
Board appointments will be based on meritocracy, and candidates
will be considered against objective criteria, having due regard to
the benefits of diversity on the Board.

Selection of candidates for Board membership will be based on a
range of diversity perspectives, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills and knowledge.
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During the Year and as of the date of this report, the composition RAFERBERAREDS  EFgKEHKHT

of the Board is set out as follow: /(N
Audit Remuneration Nomination
Board Members Board of Directors Committee Committee Committee
EERNE EER ERERR FHERE REEEW
Ms. Xie Xiangrong Chairperson and
(appointed on 8 October 2018) Non-executive Director
HAE L L ITRERFATES
(RZFE-/NVF+HNAEZEE)
Mr. Wong Danny F. Executive Director
(resigned on 18 March 2019)
ARELRE(R-_FE-NF MITES
=ZATNAEEF)
Mr. Chan Cheong Yee Executive Director
(appointed on 27 November 2018)
REBLEER-F-NF MITES
+T—HAHZ++HEZF)
Mr. Wu Tse Wai Frederick Executive Director
(resigned on 12 September 2018)
RFERE WITES
(RZFE-NFAA+ZHEE)
Mr. Fong Chi Wah Executive Director
(resigned on 31 August 2018)
HEERE WITES
(R=F—NENA=+—HAFHLL)
Mr. Law Tze Lun Independent Non-executive Chairman Member Member
(resigned on 21 September 2018) Director
EFBEA BYERITESE FE B 8 K&
(RZFB—=/VFAHAZ+—HEE)
Mr. Char Shik Ngor Stephen Independent Non-executive Member Member Chairman
(resigned on 20 November 2018) Director
EHHTE BUFMITESE B & D= @
(R=ZFB=/NNF+—HZFHFHE)
Mr. Liu Jin Independent Non-executive Member Chairman Member
Director
23 e & BUEWITES B 8 Y5 &8
Mr. Li Li Independent Non-executive Chairman Member Member
(appointed on 8 October 2018) Director
FhHEE BIUENITES FE B 8 K E
(RZZFB-NNF+HNAEZE)
Ms. Chan So Fong Independent Non-executive Member Member Chairman
(appointed on 20 November 2018) Director
REFLL(RZF-/NF BUERITES B & D= By
T —AZ+HEZF)
Mr. Liao Kai Independent Non-executive Member Member Member
(appointed on 20 November 2018) Director
Bl k(R -FE—/1F BUEWITES B & B & &8

+ A=t HEZE)
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The biographical details of each Director are disclosed on pages
62 to 64 of this report. Save as disclosed therein, there are no
financial, business, family or other material or relevant relationships
among members of the Board.

During the Year, the Board has at all times met the requirements of
Rules 3.10(1) and (2) of the Listing Rules relating to the appointment
of at least three independent non-executive directors (representing
at least one-third of the Board), with at least one independent non-
executive director possessing appropriate professional qualifications
or accounting or related financial management expertise.

Each independent non-executive Director has, pursuant to Rule
313 of the Listing Rules, confirmed that he is independent of
the Company and the Company also considers that they are
independent within the meaning of the Listing Rules.

Corporate Governance Function

The Board, led by the Chairman, is responsible for formulation
and approval of the Group’s overall development and business
strategies, key operational proposals, financial control procedures,
material acquisition and disposal of investments, major funding
decisions, financial announcements and reporting, share
issuance and repurchase, nomination of directors, appointment
and remuneration of key management personnel, related
party transactions, ensuring appropriate human and financial
resources are appropriately applied, the periodic evaluation of
the performance for the achievement of results and monitoring of
significant transactions to ensure they are conducted in accordance
with the Articles, Listing Rules and other applicable laws and
regulations.

The executive Directors are responsible for the day-to-day
management of the Group’s operations. These executive Directors
conduct regular meetings with the senior management of the
Group, at which operational issues and financial performance of
the Group are evaluated.

The Articles contain description of responsibilities and operation
procedures of the Board. The Board holds regular meeting to
discuss and consider significant matters relating to existing
operations and proposals of new operations and projects.
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The chairman of the Board ensures that Board meetings are being
held whenever necessary. Though the chairman is responsible
for setting the Board meeting’s agenda, all Board members are
encouraged to participate to include matters in the agenda. The
Board conducts meetings on a regular basis and extra meetings are
convened when circumstances require. The Articles allow a Board
meeting to be conducted by way of a tele-conference.

No corporate governance committee has been established and
the Board is responsible for performing the corporate governance
functions such as developing and reviewing the Company’s policies
and practices on corporate governance, the training and continuous
professional development of the Directors and senior management,
the Company’s policies and practices on compliance with legal and
regulatory requirements.

Appointment and Succession Planning of
Directors

The Company has established formal, considered and transparent
procedures for the appointment and succession planning of
directors.

The Board as a whole is responsible for reviewing the Board
composition, developing and formulating the relevant procedures
for nomination and appointment of directors, monitoring the
appointment and succession planning of directors and assessing
the independence of independent non-executive directors.

The Board reviews its own structure, size and composition regularly
to ensure that it has a balance of expertise, skills and experience
appropriate to the requirements of the business of the Company.

Where vacancies on the Board exist, the Board will carry out the
selection process by making reference to the skills, experience,
professional knowledge, personal integrity and time commitments of
the proposed candidates, the Company’s needs and other relevant
statutory requirements and regulations. An external recruitment
agency may be engaged to carry out the recruitment and selection
process when necessary.
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Practices and Conduct of Meeting

Annual meeting schedules and draft agenda of each meeting are
normally made available to directors in advance. Notices of regular
Board meetings are served to all directors at least 14 days before
the meetings, who were all given an opportunity to include matters
in the agenda for discussion. For other Board and committee
meetings, reasonable notice is generally given.

The Company Secretary assists the Chairman in preparing agenda
for the meeting and ensures that all applicable rules and regulations
in connection with the meetings are observed and complied with.
The finalised agenda and accompanying board papers are then
sent to all directors at least three days prior to the meeting.

During the Year, the Chairman held a meeting with non-executive
directors (including independent non-executive Directors) without
the presence of executive directors. The Board and each director
also have separate and independent access to the senior
management whenever necessary.

The Company Secretary is responsible to take and keep minutes of
all Board meetings and committee meetings, including the record
of all decisions by the Board together with concerns raised and
dissenting views expressed (if any). Draft minutes are normally
circulated to directors for comment within a reasonable time after
each meeting and the final version is open for directors’ inspection.

According to current Board practice, any material transaction, which
involves a conflict of interests for a substantial shareholder or a
director, will be considered and dealt with by the Board at a duly
convened Board meeting. The Articles of Association also contain
provisions requiring directors to abstain from voting and not to be
counted in the quorum at meetings for approving transactions in
which such directors and/or any of their associates have a material
interest.
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There were nine Board meetings being held during the Year and

the attendance of individual Directors is as follows:

JERBUAT

RAFERNBTTARESEEE  ARNESHH

Board Meetings
EZggs

Executive Directors:
Chan Cheong Yee

(appointed on 27 November 2018)
Fong Chi Wah (resigned on 31 August 2018)
Wong Danny F. (resigned on 18 March 2019)
Wu Tse Wai Frederick

(resigned on 12 September 2018)

Non-executive Directors:
Xie Xiangrong (appointed on 8 October 2018)

Independent Non-executive Directors:
Chan So Fong (appointed on 20 November 2018)
Char Shik Ngor Stephen
(resigned on 20 November 2018)
Law Tze Lun (resigned on 21 September 2018)
Li Li (@ppointed on 8 October 2018)
Liao Kai (appointed on 20 November 2018)
Liu Jin

BITES:

RERR-_F-NFf—A-_FLHRZHE)

HEERZF-NEFNA=1F—HEFE)
EBE(R-F-NF=A+HEE)
RFEMRZE-NFALATZBED)

FHUTES:
WAMB (R —F-NFLTHANAEZ)

BYUFHITES:
REFR-F-NF+—A=F+HEZF)
EHRR_F-NF+ A=+ HFE)

BIHR(R_F-NFAA=—1—HF L)
FHRZZF-NEFANAEZF)
BI\(R=F-NF+—A=-+HAEZE)
g i3

0/9
1/9
9/9

1/9

2/9

0/9

5/9
1/9
0/9
0/9
7/9
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Shareholders’ Meeting

The annual general meeting and other general meetings of the
Company are the primary forum for communication by the Company
with its shareholders and for shareholders’ participation. All
shareholders are encouraged to attend the general meetings or to
appoint proxies to attend and vote at meetings on their behalf if
they are unable to attend the meetings.

The attendance record of individual Directors of the annual general
meeting held on 20 June 2018 ("AGM”) are set out below:
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Executive Directors:
Chan Cheong Yee

(appointed on 27 November 2018)
Fong Chi Wah (resigned on 31 August 2018)
Wong Danny F. (resigned on 18 March 2019)
Wu Tse Wai Frederick

(resigned on 12 September 2018)

Non-executive Directors:
Xie Xiangrong (appointed on 8 October 2018)

Independent Non-executive Directors:
Chan So Fong (appointed on 20 November 2018)
Char Shik Ngor Stephen
(resigned on 20 November 2018)
Law Tze Lun (resigned on 21 September 2018)
Li Li @ppointed on 8 October 2018)
Liao Kai (appointed on 20 November 2018)
Liu Jin

AGM
BERBEARSE
HITESE:
(=2
(R=ZF—)\F+—A=+LHEZ(T) N/A 38
FEER=_F-NFNA=ZF—HET) 0/1
AEE(R=ZF—ANF=A+/HEE) 0/1
RTIBRR=ZF—NFEALA+=HFT)
0/1
FHITEE:
HRBRR=F-—NFF+ANAEZT) N/A 38
BYHTES:
BMEFR=F—NFF+—A=+HEZ) N/A 35 B
BHRR=—F-—NF+—A=1HEE)
11
BT (R=F—NEFENA=Z+—HET) 0/1
FHR=ZF-—NEFE+ANAEZE) N/A 7R 3 F
B\N(R=ZF—NF+—HA=1+HEZF) N/A 38 B
23 0/1
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Training and Support for Directors

During the Year, all the Directors have been kept abreast of their
responsibilities as a Director and of the conduct, business activities
and development of the Group.

Each newly appointed Director receives induction on the first
occasion of his/her appointment, so as to ensure that he/she has
appropriate understanding of the business and operations of the
Group and that he/she is fully aware of his/her responsibilities
and obligations under the Listing Rules and relevant regulatory
requirements. Such induction is normally supplemented with visits
to the Group’s key business sites and/or meetings with the senior
management of the Company.

Under code provision A.6.5 of the CG Code, all Directors should
participate in appropriate continuous professional development to
develop and refresh their knowledge and skills to ensure that their
contribution to the Board remains informed and relevant. Internally
facilitated briefings for the Directors will be arranged and reading
materials on relevant topics will be issued to the Directors where
appropriate. All the Directors are encouraged to attend relevant
training courses at the Company’s expenses.

During the Year, the Company had provided reading materials on
corporate governance, directors’ duties and responsibilities and
regulatory update on the Listing Rules amendments to all the
Directors for their reference and study.
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The individual training record of each Director received for the Year AREEEEENEAZEZEICERRAT
is summarized below:

Attending
seminar(s)/
programme(s)/
conference(s)
relevant to the
business or Reading
Name of director directors’ duties materials
HEEEKR
EEREEBEN
Mg R
EEgE =f- ] B E AR
]
Executive Directors: HITES:
Chan Cheong Yee RERR=-ZF-NF
(appointed on 27 November 2018) +—HAZ++HEZF) v
Fong Chi Wah HEERZZE-NEF
(resigned on 31 August 2018) NA=+—HEHT) v
Wong Danny F. TBEE(R-F—/F
(resigned on 18 March 2019) =A+/NAEF) v
Wu Tse Wai Frederick RFBR=ZF-NFANATZ=ZHEFF)
(resigned on 12 September 2018) v
Non-executive Directors: HTES:
Xie Xiangrong HMER=ZF-NFFANAEZF)
(appointed on 8 October 2018) v
Independent Non-executive Directors: B EHITEE:
Chan So Fong REF(R=ZF—/1F
(appointed on 20 November 2018) +—HZ+HEZF) v v
Char Shik Ngor Stephen EHE
(resigned on 20 November 2018) (R=ZF-NF+—HZTHEFE) 4
Law Tze Lun ETB
(resigned on 21 September 2018) (RZF-NFAHAZ+—HET) 4
Li Li (appointed on 8 October 2018) FHNR-F-NFHANAEZE) v
Liao Kai =8
(appointed on 20 November 2018) (R=ZF—N\F+—H=1THEZH) 4
Liu Jin 2 v
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Responsibilities

The Board provides leadership, approves policies, strategies
and plans and oversees their implementation to ensure the
healthy growth of the Company and to safeguard the interests
of shareholders of the Company. The Board takes responsibility
for all major matters of the Company, including the approval and
monitoring of all policy matters, overall strategies and budgets,
internal control and risk management systems, financial information,
appointment of directors and other significant financial and
operational matters.

All directors have full and timely access to all relevant information as
the management will prepare and supply the same to the Board and
its committees. The Company Secretary will render his advice to the
Board so that all the Board procedures and applicable rules and
regulations are followed. The directors may make further enquiries
if they are of the view that the information is not sufficient for them
to make an informed decision. In general, each director is able to
seek independent professional advice in appropriate circumstances
to assist him/her in discharging his/her duties at the Company’s
expenses upon making such request to the Board.

In case where a conflict of interest may arise involving a substantial
shareholder or a director, such matter will be discussed in a physical
meeting and will not be dealt with by way of written resolutions.
Independent non-executive directors with no conflict of interest will
be present at meetings to deal with such conflict issues.

The Board committees, including the Audit Committee, the
Remuneration Committee and the Nomination Committee, have
adopted the applicable practices and procedures used in Board
meetings.
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Director’s Responsibilities for the Financial
Statement

The Directors acknowledge their responsibilities for the preparation
of the financial statements of the Group and to ensure that the
financial statements of the Group will give a true and fair view of the
Group’s state of affairs, results and cash flow and are in accordance
with statutory requirements and applicable accounting standards.
The Directors also ensure the timely publication of the financial
statements of the Group. In preparing the financial statements of
the Group for the Year, the Directors have, among other things:

° selected suitable accounting policies and applied them
consistently;

° approved adoption of all Hong Kong Financial Reporting
Standards (“HKFRSs”) which are in conformity with the
International Financial Reporting Standards (“IFRSs”); and

° made judgments and estimates that are prudent and
reasonable; and have prepared the consolidated financial
statements on the going concern basis.

The Directors confirm that, to the best of their knowledge,
information and belief, having made all reasonable enquiries, they
are not aware of any material uncertainties relating to events or
conditions that may cast significant doubt upon the Company’s
ability to continue as a going concern.

Delegation by the Board

The day-to-day management, administration and operation of the
Company are delegated to the Chief Executive Officer and the
senior management. The delegated functions and work tasks
are periodically reviewed. Approval has to be obtained from the
Board prior to the entering into of any significant transactions by
the abovementioned officers. The Board has full support from the
Chief Executive Officer and the senior management to discharge
its responsibilities.

The Audit Committee, the Remuneration Committee and the
Nomination Committee have specific terms of reference defining
the authorities and responsibilities of the respective committees.
The committees are required by their respective terms of reference
to report to the Board in relation to their decisions, findings or
recommendations, and in certain specific situations, to seek the
Board’s approval before taking any actions.
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The Board reviews, on a yearly basis, all delegations by the
Board to different committees to ensure that such delegations are
appropriate and remain beneficial to the Company as a whole.

Audit Committee

The audit committee of the Board (the “Audit Committee”) was set
up with written terms of reference, which was revised and adopted
on 31 December 2015, in accordance with the requirements of the
Listing Rules. The Audit Committee consists of all the independent
non-executive Directors, namely Ms. Chan So Fong, Mr. Li Li, Mr.
Liao Kai and Mr. Liu Jin. It is chaired by Mr. Li Li.

The Audit Committee reports directly to the Board and reviews
the matters relating to the relationship with the external auditors,
financial information of the Company, financial reporting system, risk
management and internal control systems. The Audit Committee
meets with the Company’s external auditors to ensure the objectivity
and credibility of financial reporting and internal control procedures
as well as to maintain an appropriate relationship with the external
auditors of the Company. The terms of reference of the Audit
Committee are available on the Company’s website and on the
website of the Stock Exchange.

The Audit Committee shall meet at least two times a year. There
are two Audit Committee’s meetings being held during the Year.
The individual attendance of each member is as follows:
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Li Li (chairman) (appointed on 8 October 2018) =N (FE)(R=F—/\F+ANNHEZF) N/A 38
Chan So Fong (appointed on 20 November 2018) MREZFH (R -E—NF+—HA=-+HEZ(T) N/A 7~ iE A
Char Shik Ngor Stephen BHRR=ZF—NFF+—HZFHEE)

(resigned on 20 November 2018) 2/2
Law Tze Lun (resigned on 21 September 2018) & T8 (R-ZF—/\FAH -+ —HEIT) 2/2
Liao Kai (appointed on 20 November 2018) BI(R-ZF—NF+—H_THEZE) N/A T~ 3E
Liu Jin 23 2/2

The members of the Audit Committee have full access to and co-
operation from the management of the Group and they have full
discretion to invite any Director or executive to attend the meeting.
The Audit Committee had performed, among other things, the
following functions during the Year: (1) reviewed external auditors’
audit report and matters incidental thereto; (2) discussed the internal
control system and risk management; and (3) reviewed the periodic
financial statements of the Company and made recommendation
to the Board for approval.

ERLZEGKETEZAEBARENERERERS
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EH RQEHARANEMUBRER LAES
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The Audit Committee had, amongst other things, reviewed the
audited results of the Group for the Year and this report.

Remuneration Committee

The remuneration committee of the Board (the “Remuneration
Committee”) was set up with written terms of reference, which
was adopted in March 2012, in compliance with the Listing
Rules to review the remuneration package, performance-based
remuneration and termination compensation of the Directors and
senior management of the Group. The Remuneration Committee
consists of all the independent non-executive Directors, namely Ms.
Chan So Fong, Mr. Li Li, Mr. Liao Kai and Mr. Liu Jin. It is chaired
by Mr. Liu Jin.

The major responsibilities of the Remuneration Committee are
to make recommendation to the Board on the Company’s policy
and structure for remuneration of the Directors and senior
management, to determine remuneration packages of all executive
Directors and senior management including benefits in kind,
pension rights and compensation payments. The Remuneration
Committee takes into consideration factors such as salaries paid
by comparable companies, time commitment and responsibilities
of the Directors and senior management. The terms of reference
of the Remuneration Committee are available on the Company’s
website and on the website of the Stock Exchange.

The Remuneration Committee shall meet not less than once a year.
There is one Remuneration Committee’s meetings being held during
the Year. The individual attendance of each member is as follows:
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Liu Jin (chairman) 203 (F ) 1/1
Chan So Fong (appointed on 20 November 2018) BREF (R=-F—NF+—HA=+HEZ(F) N/A 7~ 75 A
Char Shik Ngor Stephen ERB(R=ZFE-NF+—A=F+HFF)

(resigned on 20 November 2018) 11
Law Tze Lun (resigned on 21 September 2018) BT (R —ZF—/\F/N A=+ —HEIT) 1/1
Li Li (appointed on 8 October 2018) FHNRZF-NF+HANAEZEF) N/A 36
Liao Kai (appointed on 20 November 2018) BI(R=ZF—-NF+—HZF+HAEZF) N/A i A

At the meetings held during the Year, the Remuneration Committee
had, among other things, reviewed and discussed the remuneration
policy, the remuneration package and bonus arrangements.
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Nomination Committee

The nomination committee of the Board (the “Nomination
Committee”) was set up with written terms of reference, which
was adopted and revised on 16 March 2012 and 4 September
2013, in accordance with the requirements of the Listing Rules.
The Nomination Committee consists of all the independent non-
executive Directors, namely Ms. Chan So Fong, Mr. Li Li, Mr. Liao
Kai and Mr. Liu Jin. It is chaired by Ms. Chan So Fong.

The Nomination Committee is responsible for, among other things,
the nomination of the Directors, structure of the Board, number
of Directors and the composition of the Board and reviewing the
Company’s Board diversity policy. To maintain high quality of the
Board with a balance of skill and experience, the Nomination
Committee will identify individuals who fulfill the designated criteria
of the Company. When assessing the quality of the individual,
the Nomination Committee makes reference to his experience,
qualification, integrity and other relevant factors. The terms of
reference of the Nomination Committee are available on the
Company’s website and on the website of the Stock Exchange.

The Nomination Committee shall meet at least annually. There is
one Nomination Committee’s meetings being held during the Year.
The individual attendance of each member is as follows:
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Chan So Fong

BR=¥(£E)

(chairman) (appointed on 20 November 2018) (R=ZF—NF+—H=+HEZF) N/A 7~ i A
Char Shik Ngor Stephen BEHRR=F—NFF+—HZFHEE)

(resigned on 20 November 2018) 11
Law Tze Lun (resigned on 21 September 2018) # T8 (R - —/\FAHA -+ —HEIT) 1/1
Li Li (appointed on 8 October 2018) FHR=ZF-NFF+ANAEZE) 1/1
Liao Kai (appointed on 20 November 2018) B (R=ZF—-—NF+—HA=+HEZ) N/A 7~ iE A

Liu Jin 238

At the meetings held during the Year, the Nomination Committee
had, among other things: (1) reviewed the structure, size and
composition of the Board; (2) reviewed the Company’s Board
diversity policy; (3) discussed the casual vacancies arising from
resignation of Directors during the Year; and (4) assessed the
independence of independent non-executive Directors.

11
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Board Diversity Policy

The Board has adopted a Board diversity policy which sets out the
approach to achieve a sustainable and balanced development of
the Company and also to enhance the quality of performance of
the Company.

The Company seeks to achieve Board diversity through the
consideration of a number of factors, including but not limited to
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service.

Selection of candidates will be based on a range of diversity
perspectives as stated above. The ultimate decision will be based
on merit and contribution that the selected candidates will bring to
the Board.

As at the date of this report, the Board comprises six Directors.
Four of the Directors are independent non-executive Directors and
independent of the management of the Group, thereby promoting
critical review and control of the management process. The Board
is also characterised by significant diversity, whether considered in
terms of professional background or skills.

DIRECTORS’ AND AUDITORS’
RESPONSIBILITIES FOR FINANCIAL
STATEMENTS

The Directors acknowledge and understand their responsibility for
preparing the financial statements and to ensure that the financial
statements of the Group are prepared in a manner which reflects
the true and fair view of the state of affairs, results and cash flows
of the Group and are in compliance with the relevant accounting
standards and principles, applicable laws and disclosure provisions
required under the Listing Rules.

The statement of the external auditors of the Company, HLB
Hodgson Impey Cheng Limited, about their reporting responsibilities
on the financial statements of the Group is set out in the
Independent Auditors’ Report on pages 84 to 87.
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REMUNERATION OF EXTERNAL AUDITOR

During the Year, remuneration paid to the Company’s auditors, HLB
Hodgson Impey Cheng Limited, was as follows:

Services rendered:

2 3 IR 35

MBS A% BED BN =

RAFRER » X FARF 0 B € 5 60 F 75
BERARNMEMT :

HK$’000
FEx

— FEF IR

— audit services

350

There was no disagreement between the Board and the Audit
Committee on the selection and appointment of the auditors during
the Year.

INTERNAL CONTROL AND RISK
MANAGEMENT

The Board is responsible for maintaining adequate system of
internal controls and risk management within the Group and for
reviewing their effectiveness. The systems of internal controls and
risk management are designed to facilitate effective and efficient
operations, to safeguard assets and to ensure the quality of internal
and external reporting and compliance with applicable laws and
regulations. They are also designed to provide reasonable, but
not absolute, assurance that material misstatement or loss can be
avoided, and to manage and minimize risks of failure in operation
systems. The Company is committed to implementing a stricter and
more regulated internal control and risk management procedures
in the new financial year.

In the future, the Group will conduct regular review of the Group’s
internal control and risk management systems and its effectiveness
to ensure the interest of shareholders is safeguarded.

During the Year, the Group did not have an internal audit function
but had appointed an external consultant to review the material
controls of the Group on a continuous basis and aims to cover
all major operations of the Group on a cyclical basis. The Board,
through the Audit Committee, reviewed the appraisal performed
by the external auditor on the Company’s risk management and
internal control systems. Based on information furnished to it and
its own observations, the Board is satisfied that the present internal
control and risk management systems of the Group are effective
and adequate in all material respects.
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DIVIDEND POLICY

The Company considers stable and sustainable returns to
Shareholders to be our goal and endeavours to maintain a
progressive dividend policy. In deciding whether to propose a
dividend and in determining the dividend amount, the Board takes
into account the Group’s earnings performance, financial position,
investment requirements and future prospects. There can be no
assurance that a dividend will be proposed or declared in any given
year.

INSIDE INFORMATION

The Board is responsible for ensuring the Group’s compliance
with its disclosure obligations regarding inside information, and
has appointed a disclosure group with specific designated duties
to assist it in, among other things, overseeing and coordinating
the disclosure of inside information. The procedures and internal
controls for the handling and dissemination of inside information
are given in a policy (the “PSI Policy”) that was adopted by the
Company to ensure that it is able to meet relevant obligations under
Part XIVA of the Securities and Futures Ordinance, Chapter 571 of
the Laws of Hong Kong (the “SFO”). The PSI Policy applies to the
directors, officers and employees of the Group.

Under the PSI Policy, the Company must disclose inside
information to the public by way of an announcement as soon as
reasonably practicable unless the information falls within any of
the safe harbours described under the SFO. Any director, officer
or employee who becomes aware of a matter, development or
event that he or she considers to be, or potentially to be, inside
information shall report it promptly to the disclosure group.
Before the relevant information is fully disclosed to the public, the
disclosure group should take reasonable precautions to ensure that
the information is kept strictly confidential. Where it is believed that
the necessary degree of confidentiality cannot be maintained or
that confidentiality may have been breached, the information should
be disclosed immediately to the public. If the disclosure group
needs time to clarify the details of, and the impact arising from, an
event or a set of circumstances before it is in a position to issue
a full announcement to properly inform the public, the disclosure
group should consider issuing a “holding announcement” which
details as much ascertainable information of the subject matter
as possible and sets out the reasons why a fuller announcement
cannot be made. Following a holding announcement, the disclosure
group should ensure that a full announcement is made as soon
as reasonably practicable. In the event that confidentiality has not
been maintained and it is not able to make a full announcement
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or a holding announcement, the disclosure group should consider
applying for a suspension of trading in the Company’s securities,
subject to approval of the board, until disclosure can be made.
All inside information related announcements must be properly
approved by the board before publication, and all unpublished
inside information must be kept in strict confidence until a formal
announcement is made. The disclosure group must further ensure
that access to unpublished inside information is given only to
employees on a “need-to-know” basis for discharging their duties.
Apart from reporting to the disclosure group, every director,
officer or employee who possesses or has been given access to
unpublished inside information must not disclose, discuss or share
such information to or with any other parties within or outside
the Group. The PSI Policy also sets out the criteria for advance
disclosure of inside information to certain categories of people as
may be necessary in the circumstances. In this case, the disclosure
group should monitor the situation so that disclosure may be
made as soon as reasonably practicable if there is any leakage of
information. Directors, officers and employees must refrain from
dealing in the shares of the Company at any time when they are
in possession of unpublished inside information. Securities dealings
are governed by securities codes applicable to relevant employees
and directors.

SENIOR MANAGEMENT’S REMUNERATION

The senior management’s remuneration payment of the Group for
the year ended 31 December 2018 falls within the following bands:
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Number of
individuals
AE

HK$ Nil to HK$1,000,000

£ %1,000,000% 7T -

HK$1,000,001 to HK$1,500,000 1,000,001 7t £1,500,0007% 7T 2
HK$1,500,001 to HK$2,000,000 1,500,001% 7t £2,000,000/% 7T 2
4

COMPANY SECRETARY DEWE

Mr. Ho Yuk Ming Hugo is the company secretary of the Company.
As at 31 December 2018, Mr. Ho had taken no less than 15 hours
of relevant professional trainings to update his skill and knowledge
as required under the Listing Rules.
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COMMUNICATIONS WITH SHAREHOLDERS

The objective of shareholders’ communication is to provide our
shareholders with detailed information about the Company so
that they can exercise their rights as shareholders in an informed
manner.

The Company uses a range of communication tools to ensure its
shareholders are kept well informed of key business imperatives.
These include general meetings, annual and interim reports,
various notices, announcements, circulars and electronic means of
communication via the Company’s website.

The annual general meetings provide a wuseful forum for
shareholders to exchange views with the Board. The chairman of
the Board, Directors, Board committees’ chairman or members
and external auditors, where appropriate, are available to answer
questions at the meetings.

To safeguard shareholders’ interests and rights, separate
resolutions are proposed at shareholders’ meetings on each
substantial issue, including the election of individual directors, for
shareholders’ consideration and voting. Besides, pursuant to the
Articles, shareholder(s) holding not less than one-tenth of the paid-
up capital of the Company carrying the right of voting at general
meetings of the Company may request the Company to convene
an extraordinary general meeting by sending a written requisition to
the Board or the company secretary of the Company. If within 21
days of such deposit, the Board fails to proceed to convene such
meeting, the requisitionists themselves may convene a meeting in
accordance with the Articles.
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If any shareholder wishes to nominate a person to stand for election
as a Director at general meeting, the following documents must be
validly served on the Company’s principal office in Hong Kong (16th
Floor, Guangdong Finance Building, 88 Connaught Road West,
Hong Kong) or to the branch share registrar of the Company (Tricor
Tengis Limited, at Level 22, Hopewell Centre, 183 Queen’s Road
East, Hong Kong), provided that the minimum length of the period,
during which such documents are given, shall be at least seven
days and that (if such documents are submitted after the despatch
of the notice of the general meeting appointed for such election) the
period for lodgement of such documents shall commence on the
day after the despatch of the notice of a general meeting appointed
for election of director and end no later than seven days prior to
the date of such meeting:

(i) notice in writing signed by the shareholder of his/her intention
to propose such person for election (the “Nominated
Candidate”);

(i) notice in writing signed by the Nominated Candidate of his/
her willingness to be elected; and

(i)  the biographical details of the Nominated Candidate
as required under Rule 13.51(2) of the Listing Rules for
publication by the Company.

Shareholders may send written enquiries to the Company for putting
forward any enquiries or proposals to the Board. Contact details
are as follows:

Address: 16th Floor, Guangdong Finance Building,

88 Connaught Road West, Hong Kong

(For the attention of the Company Secretary)
Fax: 852-2104 9060
Email: info@nif-hk.com

For the avoidance of doubt, shareholders must deposit and send
the original duly signed written requisition, notice or statement, or
enquiry (as the case may be) to the above address and provide their
full name, contact details and identification in order to give effect
thereto. Shareholders’ information may be disclosed as required by
the applicable laws and regulations.

An up-to-date version of the Articles is available on the Company’s
website and the Stock Exchange’s website.
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Shareholders may refer to the Articles for further details of their
rights. The poll voting results will be posted on the websites
of the Stock Exchange (www.hkexnews.hk) and the Company
(www.nif-hk.com) after the relevant general meetings.

INVESTOR RELATIONS

The Company is committed to a policy of open and timely
disclosure of corporate information to shareholders and investors.
The Company updates shareholders on its latest business
developments and financial performance through its annual and
interim reports and notices, announcements and circulars. The
Company’s website (wWww.nif-hk.com) provides a communication
platform to the public and the shareholders.

To strengthen its relationships with investors, the Company regularly
meets with analysts and holds interviews with reporters and
columnists of the press and other economic journals.

CONSTITUTIONAL DOCUMENTS

There was no change in the Articles and the memorandum of
association of the Company during the Year. The Articles and the
memorandum of association of the Company are available on the
Company’s website and on the website of the Stock Exchange.
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Report of the Directors
EERE

The Directors are pleased to present this annual report and the
audited consolidated financial statements for the Year.

PRINCIPAL ACTIVITIES

The Company was incorporated on 28 June 2002 as an exempted
company with limited liability in the Cayman Islands under the
Companies Law, Cap.22 (Law 3 of 1961, as consolidated and
revised) of the Cayman Islands. The shares of the Company
were listed on the Main Board of the Stock Exchange since
27 September 2002. The principal activity of the Company
is investment in listed and unlisted companies. Business or
geographical analysis of the Group’s assets and liabilities for the
year is set out in note 6 to the consolidated financial statements.

RESULTS AND DIVIDENDS

The results of the Group for the Year and the state of affairs of
the Group as at 31 December 2018 are set out in the audited
consolidated financial statements on pages 88 to 239 of this
report.

The Directors do not recommend the payment of a final dividend
for the Year.

It is proposed that the forthcoming annual general meeting of
the Company will be held on Thursday, 13 June 2019 (the “2019
AGM").

CLOSURE OF REGISTER OF MEMBERS

In order to establish entitlements to attend and vote at the 2019
AGM, the register of members of the Company will be closed
from Monday, 10 June 2019 to Thursday, 13 June 2019, both days
inclusive, during which period no transfer of the Shares can be
registered. Shareholders are reminded to ensure that all completed
share transfer forms accompanied by the relevant share certificates
must be lodged with the Company’s branch share registrar in
Hong Kong, Tricor Tengis Limited, at Level 22, Hopewell Centre,
183 Queen’s Road East, Hong Kong not later than 4:30 p.m. on
Thursday, 6 June 2019.
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RELATIONSHIP WITH EMPLOYEES

Employees are regarded as valuable assets of the Group and
comprehensive benefit package, career development opportunities
and appropriate internal training are provided to employees.
Effective communications amongst employees are promoted in
order to achieve corporate efficiency. The Group also maintains a
very stable and experienced management team and an amicable
relationship with its employees. We believe that we have maintained
good relationship with our employees and our management policies,
working environment, development opportunities and employee
benefits have contributed to maintaining good employee relations.

During the Year, we did not experience any major labour disputes,
work stoppage or labour strike or any work safety-related incidents
that led to disruption to the operation of the Group, nor has the
Group experienced any difficulties in the recruitment and retention
of experienced staff.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The Group recognises the importance of environmental protection
and has adopted stringent measures for environmental protection
in order to ensure our compliance of prevailing environmental
protection laws and regulations. For details, please refer to the
section headed “Environmental Social and Governance Report”
contained in this annual report.

COMPLIANCE WITH RELEVANT LAWS AND
REGULATIONS

The Group pays attention to legal and regulatory requirements in
designing its policies and practices. Legal and compliance advisers
will be engaged when necessary to ensure the Group is operated
in accordance with applicable laws and regulations. Any changes
in the applicable laws, rules and regulations are brought to the
attention of relevant employees and relevant operation units from
time to time.

During the Year, the Group has complied with all applicable laws
and regulations in Hong Kong in all material aspects for the
business operation of the Group.
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USE OF PROCEEDS FROM THE RIGHTS
ISSUE

On 2 January 2018, the Company completed a rights issue and
issued 1,201,130,456 new shares with par value of HK$0.01 each at
a subscription price of HK$0.035 per rights share on the basis of
one rights share for every two shares then existing share held, and
the net proceeds of the Rights Issue, after deducting the related
expense, were approximately HK$40,280,000 which were mainly
used to repay the principal amount and interests of Group’s loans
including the Citizens Money Lending Corporation Limited, which
amounted to approximately HK$39,233,000. Details of the rights
issue were disclosed in the announcements of the Company dated
21 November 2017, 28 November 2017, 2 January 2018 and the
prospectus of the Company 7 December 2017.

USE OF PROCEEDS FROM THE PLACING
OF NEW SHARES UNDER GENERAL
MANDATE

The net proceeds (the “Net Proceeds”) from the placing of new
shares under general mandate on 23 October 2018, after deducting
the commissions and other fees and expenses in relation to the
placing, amounted to approximately HK$10.30 million. The entire
proceeds were used for repayment of outstanding indebtedness
and general working capital of the Group. There was no balance
left from such proceeds as at 31 December 2018.

MAJOR CUSTOMERS AND SUPPLIERS

In 2018, the Company’s entire turnover is derived from the
Company’s investment in unlisted equity securities and thus the
disclosure of information regarding to customers and suppliers
would not be meaningful.

SHARE PREMIUM, RESERVES AND
DISTRIBUTABLE RESERVES

As of 31 December 2018, no reserves available for distribution to
the equity holders of the Company under the Companies Law of
the Cayman Islands (2017: Nil).

Details of movements in the share premium and reserves of the
Group during the Year are set out in note 32 and page 226 to the
consolidated financial statements.
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SHARE CAPITAL

Particulars of the Company’s share capital are set out in note 30
to the consolidated financial statements.

CHARITABLE DONATIONS

Charitable donations made by the Group during the Year amounted
to approximately HK$0.10 million (2017: approximately HK$0.20
million).

DIRECTORS’ AND OFFICERS’ INSURANCE
AND INDEMNITIES

During the Year, the Directors and officers are indemnified under a
directors’ and officers’ liability insurance against any liability incurred
by them in discharge of their duties while holding office as the
Directors and officers of the Company. The Directors and officers
shall not be indemnified where there is any fraud or dishonesty.
The insurance policy was renewed in April 2018.

SEGMENT INFORMATION

The segment information of the Group for the Year is set out in
note 6 to the consolidated financial statements.

FINANCIAL SUMMARY

A summary of the published results and of the assets and liabilities
of the Group for the five years ended 31 December 2014, 2015,
2016, 2017 and 2018, as extracted from the audited financial
statements, is set out on page 240. This summary is for information
only and does not form part of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the Year are set out in note 16 to the consolidated financial
statements.
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DIRECTORS AND DIRECTORS’ SERVICE
CONTRACTS

The directors of the Company during the Year and up to the date
of this report were as follow:

Executive Directors:

Wong Danny F. (resigned on 18 March 2019)

Fong Chi Wah (resigned on 31 August 2018)

Wu Tse Wai Frederick (resigned on 12 September 2018)
Chan Cheong Yee (appointed on 27 November 2018)

Non-executive Director:
Xie Xiangrong (appointed on 8 October 2018)

Independent Non-executive Directors:

Law Tze Lun (resigned on 21 September 2018)

Char Shik Ngor Stephen (resigned on 20 November 2018)
Liu Jin

Li Li (@ppointed on 8 October 2018)

Chan So Fong (appointed on 20 November 2018)

Liao Kai (appointed on 20 November 2018)

The biographical details of the Directors are set out on pages 62
to 64 of this report.

The Company has received, from each of the independent non-
executive Directors, a confirmation of his independence pursuant
to Rule 3.13 of the Listing Rules. The Company considers all the
independent non-executive Directors are independent.

In accordance with article 87(3) of the Articles, any Director
appointed by the Board to fill casual vacancy on the Board shall
hold office until the first general meeting of members of the
Company after his appointment and be subject to re-election at
such meeting and any Director appointed by the Board as an
addition to the existing Board shall hold office only until the next
following annual general meeting of the Company and shall then be
eligible for re-election. In accordance with article 88 of the Articles,
one-third of the Directors for the time being (or, if their number is
not a multiple of three, the number nearest to but not greater than
one-third) shall retire from office at an annual general meeting at
least once every three years. A retiring Director shall be eligible for
re-election and shall continue to act as a Director throughout the
meeting at which he retires. The Directors to retire by rotation shall
include (so far as necessary to ascertain the number of Directors
to retire by rotation) any Director who wishes to retire and not to
offer himself for re-election. Any further Directors so to retire shall
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be those of the other Directors subject to retirement by rotation
who have been longest in office since their last re-election or
appointment and so that as between persons who became or were
last re-elected Directors on the same day those to retire shall (unless
they otherwise agree among themselves) be determined by lot. Any
Director appointed by the Board pursuant to Article 87(3) shall not
be taken into account in determining which particular Directors or
the number of Directors who are to retire by rotation.

Pursuant to the Articles, Ms. Xie Xiangrong, Mr. Li Li, Ms. Chan So
Fong, Mr. Liao Kai, Mr. Chan Cheong Yee and Mr. Liu Jin will retire
as Directors at the 2019 AGM and, being eligible, offer themselves
for re-election.

Currently, all executive directors have entered into service contracts
with the Company for a term of two or three years. Each of these
executive directors is entitled to his respective basic salary. In
addition, in respect of each financial year of the Company, each
of the executive directors is also entitled to a discretionary bonus
provided that the aggregate amount of the bonuses payable to
all executive directors may not exceed 15% of the audited net
profit of the Company (after taxation but before extraordinary and
exceptional items and payment of such bonuses) in respect of that
financial year of the Company. An executive director is required to
abstain from voting and is not counted in the quorum in respect of
any resolution of the directors regarding the amount of the monthly
salary and the discretionary bonus payable to him.

In respect of the non-executive directors and independent non-
executive directors, each of them has entered into a letter of
appointment with the Company respectively for a term up to the
forthcoming annual general meeting and their appointments will be
terminated by the giving of not less than 14 days’ notice in writing
by either party. All directors of the Company, including independent
non-executive directors, are subject to retirement by rotation in
accordance with the Company’s Articles of Association.

Save as disclosed above, no Director proposed for re-election
at the 2019 AGM has or is proposed to have a service contract
with any member of the Group which is not determinable by the
Company within one year without payment of compensation (other
than statutory compensation).
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CONNECTED TRANSACTIONS
Subscription Agreement

The Company and Premium Castle Limited (“Premium Castle”),
a company incorporated under the laws of British Virgin
Islands, entered into a new subscription agreement (the “New
Subscription Agreement”), pursuant to which the Company has
conditionally agreed to subscribe for and Premium Castle has
conditionally agreed to issue a convertible note in the principal
amount of HK$18,600,000, being the outstanding principal amount
of HK$17,000,000 under the 2011 Convertible Note and the
outstanding interest in the sum of approximately HK$1,600,000
accrued under the 2010 Convertible Note and the 2011 Convertible
Note (collectively “Debt”), with maturity period of five years and
coupon rate of 2% (the “Subscription”). The New Subscription
Agreement constitutes a discloseable transaction for the Company
under Chapter 14 of the Listing Rules as the applicable percentage
ratios as defined under Rule 14.06 of the Listing Rules are more
than 5% but less than 25%. The New Subscription Agreement
also constitutes a connected transaction under Chapter 14A of
the Listing Rules as the major shareholder of Premium Castle is
Mr. Wong Danny F., the then Chairman and an executive director
of the Company, Premium Castle is therefore a connected person
of the Company. Accordingly, the New Subscription Agreement
is subject to the reporting, announcement and independent
Shareholders’ approval requirements under the Listing Rules.
Mr. Wong Danny F., the then Chairman and an executive director
of the Company and a major shareholder of Premium Castle, is
regarded as having a material interest in the New Subscription
Agreement and therefore he abstained from voting at the meeting of
the Board at which the resolution approving the New Subscription
Agreement was passed and Mr. Wong Danny F. and his associates
were required to abstain from voting on the resolution approving the
New Subscription Agreement passed at the extraordinary general
meeting of the Company held on 25 February 2014. Details of the
Subscription were disclosed in the circular of the Company dated
7 February 2014. The New Subscription Agreement has been
approved at the extraordinary general meeting and was completed
on the same day.

Upon completion of the Subscription on 25 February 2014, the
obligation of Premium Castle to pay the Debt has been released
and the Debt, which was previously recorded as current assets of
the Company, was reclassified as financial asset in the Company’s
consolidated statement of financial position.
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CONTINUING CONNECTED
TRANSACTIONS

Investment Management Agreement
The investment management agreement dated 1 November
2016 was entered into between the Company and Avia Asset
Management Limited (“Investment Management Agreement”).
Under the Investment Management Agreement, Avia Asset
Management Limited agreed to provide investment management
services to the Company from 1 November 2016 unless and until
terminated by either party by serving not less than 6 months’
notice in writing to the other party with a fixed management
fee of HK$55,000 per month. Pursuant to Rule 14A.08 of the
Listing Rules, an investment manager is deemed to be connected
person of the Company. The entering into of the Investment
Management Agreement with Avia Asset Management Limited
constitutes a continuing connected transaction for the Company
under Chapter 14A of the Listing Rules but is exempted from the
reporting, announcement and independent shareholders’ approval
requirements under the Listing Rules.

Custodian Agreement

Commencing from 11 March 2005, the Company appointed the
Bank of Communications Trustee Limited as its custodian for the
provision of custody services. The Bank of Communications Trustee
Limited has agreed to provide the Company with securities services
including the safe custody and physical settlement of the securities
in the investment portfolio of the Company, and the collection of
dividends and other entitlements in respect of such securities.
The custodian agreement between the parties (the “Custodian
Agreement”) will continue be in force until being terminated by
either the Company or the custodian by the giving to the other
party of not less than 90 days’ notice in writing at any time.

Pursuant to Rule 14A.08 of the Listing Rules, a custodian shall
be regarded as a connected person of the Company. Therefore,
the provision of services by the Bank of Communications Trustee
Limited under the Custodian Agreement constitutes continuing
connected transactions for the Company under Chapter 14A of the
Listing Rules.
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The Board, including the independent non-executive directors, is
of the view that the above continuing connected transactions have
been entered into (1) on normal commercial terms; (2) on an arm’s
length basis; and (3) in the ordinary and usual course of business of
the Company, and that the terms of the above continuing connected
transactions were fair and reasonable to the shareholders and the
Company as a whole.

The Company confirms that it has received written confirmation
from its auditors confirming the matters stated under Rule 14A.56
of the Listing Rules.

DIRECTORS’ INTEREST IN COMPETING
BUSINESS

During the Year, none of the Directors or any of their respective
associates, has engaged in any business that competes or may
compete with the business of the Group, or has any other conflict
of interest with the Group.

DIRECTORS’ MATERIAL INTERESTS IN
CONTRACTS OF SIGNIFICANCE

No transactions, arrangements and contracts of significance in
relation to the Group’s business to which the Company or any of
its subsidiaries was a party and in which the Director or an entity
connected with the Director had a material interest, whether directly
or indirectly, subsisted at any time during the Year.

CONTROLLING SHAREHOLDERS’
INTEREST

Save as disclosed herein, there were no contracts of significance
between the Company or any of its subsidiaries and a controlling
shareholder (as defined under the Listing Rules) of the Company or
any of its subsidiaries or any contracts of any significance for the
provision of services to the Company or any of its subsidiaries by
a controlling shareholder of the Company or any of its subsidiaries.
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SHARE OPTION SCHEME

The Company adopted a new share option scheme approved by
the shareholders of the Company on 30 June 2017 (the “Share
Option Scheme”). The following is a summary of the principal
terms of the Share Option Scheme:

1. Purpose

The purpose of the Share Option Scheme is to enable
the Group to grant options to participants as incentives or
rewards for their contribution to the Group.

2. Participants

The participants of the Share Options Scheme comprise of (a)
Directors of the Company, any of its subsidiaries or any entity
in which any member of the Group holds any equity interest
(“Invested Entity”) (including executive Directors, non-
executive Directors and independent non-executive Directors);
(b) employees of the Company, any of its subsidiaries or any
Invested Entity; and (c) any advisors, consultants, business
partners, agents, customers, suppliers, service providers,
contractors of any member of the Group or any company
or other entity in which the Group or any member of it has
a shareholding interest, who, in the sole discretion of the
Board, has contributed or may contribute to the Group or
any member of it.

3. Total Number of Shares Available for Issue
Under the Share Option Scheme

The total number of shares which may be issued upon
exercise of all options to be granted under the Share Option
Scheme and any options to be granted under any other
scheme must not in aggregate exceed 10% of the aggregate
of the shares in issue as at the adoption date unless refreshed
by the shareholders. However, the total number of shares
which may be issued upon exercise of all outstanding options
granted and yet to be exercised under the Share Option
Scheme and all outstanding options granted and yet to be
exercised under any other scheme should not exceed 30%
of the shares in issue from time to time.

As at the date of this report, there is no options available for
grant under the Share Option Scheme.
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4. Maximum Entitlement of Each Participant

The total number of shares in respect of which options
may be granted to each eligible participant in any 12-month
period must not exceed 1% of the issued share capital of the
Company for the time being.

5. Time for Exercising Option

An option may be exercised in accordance with the terms
of the Share Option Scheme at any time during a period to
be determined and notified by the Board to each participant
provided that the period within which the option must be
exercised shall not be more than 10 years from the date of
the grant of option subject to the achievement of performance
target and/or any other conditions to be notified by the Board
to each participant, which the Board may in its absolute
discretion determine.

6. Time of Acceptance and the Amount
Payable on Acceptance of the Option

An option may be accepted by an eligible participant within
28 days from the date of offer of the option. Upon acceptance
of the option, the grantee shall pay HK$1.00 to the Company
by way of consideration for the grant of the option.

7. Basis of Determining the Subscription Price

The subscription price shall be a price determined by the
Board, but shall not be less than the highest of (i) the closing
price of the shares as stated in the Stock Exchange’s daily
quotations on the date of grant, which must be a business
day; (ii) the average closing price of the shares as stated in
the Stock Exchange’s daily quotations for the five business
days immediately preceding the date of grant; and (i) the
nominal value of the share.

8. Life of the Share Option Scheme

The Share Option Scheme will remain valid for a period of
ten years commencing on 30 June 2017.

During the Year and as at 31 December 2018, no options were
outstanding or had been granted or agreed to be granted by the
Company under the Share Option Scheme.
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DISCLOSURE OF INTERESTS

Directors’ and Chief Executive’s Interests and
Short Positions in Shares, Underlying Shares
and Debentures of the Company

As at 31 December 2018, the interest or short positions of the
Directors and chief executive of the Company in Shares, underlying
Shares and debentures of the Company or any of its associated
corporations (within the meaning of Part XV of the SFO) as were
required to be notified to the Company and the Stock Exchange
pursuant to Division 7 and 8 of Part XV of the SFO (including
interests or short positions which they were taken or deemed to
have under such provisions of the SFO), or as were recorded in
the register required to be kept under Section 352 of the SFO, or
as otherwise notified to the Company and the Stock Exchange
pursuant to the Model Code for Securities Transactions by Directors
of Listed Issuers as set out in Appendix 10 to the Listing Rules (the
“Model Code”):

Company/name of
associated corporation

DR/ EBREEER

Name of Director

EEng BENE

Nature of interest

Report of the Directors
EERE

EEiRE

EERESETHRAERAQTARS -
ERORBEEENEER AR

RZBE-NFE+ZA=+—B BEFERARAEHSD
TTHRABRARR S EAMHEBEE(ZESF R
B IR GIEXVERFTIE 8RR ) A EA D - HRE D
LERETHARBEESLPEHRIIEXVIBETR
8D MAMGEARB R ANERIRE (BIER
BEFMABRINZFHEXREREERE RE
BHREERIORA) L BERRIBEEFLREED
EIB2MGABFHNELCMNEEZIRR  KERIE
ETRAME T AEON EMETAEFETESR
SRS R (R A ]) K& AR A) S 32 P 9

MR -

Number of Shares

RGEE

Approximate
% of
Long Position  Short Position  shareholding

#e #E BOBREIH

Wong Danny F. The Company

corporation
TEE /NG REBEEE R
Xie Xiangrong The Company Beneficial owner
EiliES /NG EREAA
Note:
1. These Shares are registered in name of CCM Asia Investment

Corporation, CCM Asia Investment Corporation is wholly owned
by CCM Finance Corporation and CCM Finance Corporation is
wholly owned by Mr. Wong Danny F., a former executive Director
of the Company. Under the SFO, Mr. Wong Danny F. is deemed
to be interested in all the shares registered in the name of CCM
Asia Investment Corporation.

2. These Shares are owned by Ms. Xie Xiangrong as beneficial
owner, the Chairman and a non-executive Director of the
Company.

Interest in controlled

268,578,637 - 6.21
(Note 1)

(W51

600,000 - 0.01
(Note 2)

(Hz2)

it -

1. ZE % {7 PACCM  Asia Investment Corporation
#FEEF 0 CCM Asia Investment Corporation
F1CCM Finance Corporationz & # A + fCCM
Finance Corporation g 7~ A & BIE 1T E 1
BEEEZEHRE - BEEHFRBEGN  F
B & % A 45 4R B Y BT A LACCM Asia Investment
CorporationZ EE L 2D #HA #Ex ©
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Report of the Directors
EERE

Save as disclosed above, as at 31 December 2018, none of the
Directors nor chief executive of the Company had registered any
interests or short positions in any shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO) as were required to
be notified to the Company and the Stock Exchange pursuant to
Divisions 7 and 8 of Part XV of the SFO (including interests or
short positions which they were taken or deemed to be under such
provisions of the SFO), or as were recorded in the register required
to be kept under Section 352 of the SFO, or as otherwise notified
to the Company and the Stock Exchange pursuant to the Model
Code.

Substantial Shareholders’ Interests and Short
Positions in Shares, Underlying Shares and
Debentures of the Company

So far as the Directors are aware, as at 31 December 2018, the
following persons or corporations, other than the Directors or chief
executive of the Company, had or were deemed or taken to have
interests or short positions in the Shares and underlying Shares of
the Company which were required to be disclosed to the Company
under the provisions of Division 2 and 3 of Part XV of the SFO, or
which were recorded in the register of interests required to be kept
by the Company pursuant to Section 336 of the SFO:

Capacity and
Name nature of interest

=L BOREEME

BRENFIEEEN  RZE—N\F+=ZA=+—H
MEZEERARNARREITRABRAA R K E T
R EE (R FH R A EEFIEXVIBATIENEE) S
FEEG BEROKEEEREEREZFS LB
BIEPEXVERE 7RSS S AME A DR KA AT
FREZIAE (BREBEESFRBEKINZE
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BN IR IR 78 5 M A E & 0 5535215 B 5 17 /9 & re i
RIERSOR A - B RIBIZEST M ANA R R
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THRARI(BREBEX AR TSITEABINRER
AIMBRORBEROTHEEXERAXEEHEER
ﬁ%’Kﬁﬁﬁzﬁ%ﬁﬂ*mEEXV*B%2&3’\*BEVJﬂxX/Aﬁ

AARRBHBARRAR - REEREATREE
%5 wu%ssewﬁﬁmé”ﬁaﬂmﬁ;é
HAR

CCM Asia Investment Corporation Beneficial owner

BEEEA

CCM Asia Investment Corporation
CCM Financial Corporation

REZZEGDEER 2

Security interest

CCM Financial Corporation

Sino Portfolio International Limited
Sino Portfolio International Limited ERER
Angela Chen

Angela Chen%Z £ REZEGEE 2

Interest in controlled corporation

Interest in controlled corporation

Number of Approximate%
Shares shareholding
ZRERYE BMAOAFRAESH
268,578,637 6.21
(Note 1)
(Bt 3#1)
268,578,637 6.21
(Note 1)
(H17E1)
268,578,637 6.21
(Note 2)
(K1 7%2)
268,578,637 6.21
(Note 2)
(K1 :t2)
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Notes:

1. Mr. Wong Danny F., a former executive director of the Company,
is the sole shareholder of CCM Financial Corporation which in
turn is the sole shareholder of CCM Asia Investment Corporation.
CCM Financial Corporation and Mr. Wong Danny F. are therefore
deemed to be interested in the shares and underlying shares of
the Company held by CCM Asia Investment Corporation under
the SFO.

2. Sino Portfolio International Limited, a company incorporated
in the Republic of Seychelles (“Sino Portfolio”), has a security
interest in 268,578,637 shares of the Company. Sino Portfolio is
wholly-owned by Ms. Angela Chen. Ms. Angela Chen is therefore
deemed to be interested in 268,578,637 shares of the Company
which Sino Portfolio has a security interest in under the SFO.

All the interests stated above represent long positions. As at
31 December 2018, no short position were recorded in the register
kept by the Company under Section 336 of the SFO.

Save as disclosed above, the Company has not been notified by any
persons or corporations, other than the Directors or chief executives
of the Company, who had or were deemed or taken to have
interests or short positions in the shares or underlying shares of
the Company which would fall to be disclosed under 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 pursuant to Section
336 of the SFO as at 31 December 2018.

MANAGEMENT CONTRACTS

There is no contract entered into by the Company relating to its
management and administration of the entire or any substantial part
of the business of the Group.

EMOLUMENT POLICY AND
REMUNERATION OF DIRECTORS AND FIVE
HIGHEST PAID INDIVIDUALS

The emolument policy of the employees of the Group is determined
by the Board on the basis of their merit, qualifications and
competence.

Report of the Directors
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Report of the Directors
EEWmE

The employees of the subsidiaries in the PRC are required to
participate in a defined central pension scheme managed by the
local municipal government of the areas in the PRC in which
they operate. The subsidiaries are required to contribute a certain
percentage of the relevant part of the payroll of these employees to
the central pension scheme. Under the MPF System the Hong Kong
employees are required to make regular mandatory contributions
calculated at 5% of the employee’s relevant income to an MPF
scheme, subject to the minimum and maximum relevant income
levels. No forfeited contribution is available to reduce the existing
level of contributions for the defined contribution scheme.

The Company has adopted a share option scheme as incentive to
Directors and eligible employees, details of which are set out in the
paragraph headed “Share Option Scheme” above.

The emoluments of the Directors are decided by the Board and
the Remuneration Committee, having regard to the Company’s
operating results, individual performance and comparable market
statistics.

Details of the Directors’ remuneration and the five highest paid
individuals are set out in notes 12 and 13, respectively, to the
audited consolidated financial statements.

No Director has waived or has agreed to waive any emolument
during the Year.

PRE-EMPTIVE RIGHTS

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

CORPORATE GOVERNANCE

In the opinion of the Directors, the Company has complied with the
Corporate Governance Code in Appendix 14 to the Listing Rules
during the Year, except for code provision A.21, A.4.1 and E1.2 as
set out above. Details of the corporate governance of the Company
are set out in the Corporate Governance Report on pages 21 to
43.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors, the Company has
maintained the prescribed minimum public float under the Listing
Rules during the Year and at any time up to the date of this report.

PURCHASE, SALE OR REDEMPTION OF
SHARES

Neither the Company nor any of its subsidiaries had purchased,
sold or redeemed any of the Company’s listed securities during the
Year.

RELIEF OF TAXATION

The Company is not aware of any relief from taxation available to
its shareholders by reason of their holding of the shares of the
Company.

BUSINESS REVIEW AND PRINCIPAL RISKS
AND UNCERTAINTIES

The business review of the Group for the Year, an indication of likely
future developments in the Group’s business and the principal risks
and uncertainties facing the Group are included in the “Management
Discussion and Analysis” in this report on page 9 to 20. Those
discussions form part of this Report of the Directors.

EVENTS AFTER THE REPORTING PERIOD
Placing of New Shares Under Specific Mandate

On 4 January 2019, Chung Lee Securities Company Limited as
the placing agent (“Chung Lee”) and the Company entered into
a placing agreement (the “2019 Placing Agreement”) pursuant
to which the Company has conditionally agreed to place through
Chung Lee, on a best effort basis, up to 8,600,000,000 placing
shares (the “New Placing Shares”) to expected to be not less
than six placees who and whose ultimate beneficial owners shall
be independent third parties (the “New Placees”) at the placing
price of HK$0.018 per New Placing Share (the “2019 Placing”). The
New Placing Shares would be issued under the specific mandate
obtained at the extraordinary general meeting the Company on
5 March 2019.
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Report of the Directors
EEWmE

All conditions of the Placing Agreement had been fulfilled and
the completion of the Placing took place on 16 April 2019
in accordance with the terms and conditions of the Placing
Agreement. A total of 482,220,000 Placing Shares had been
successfully placed by the Kingston to not less than six Placees
at the placing price of HK$0.18 per Placing Share pursuant to
the terms and conditions of the Placing Agreement. Details of
the Placing Agreement were set out in the announcements of the
Company dated 4 January 2019 and 16 April 2019.

Share Consolidation

At the extraordinary general meeting of the Company held on
5 March 2019, an ordinary resolution was duly passed under which
every 10 existing issued and unissued ordinary shares of par value
of HK$0.01 each in the share capital of the Company as of 6 March
2019 was consolidated into 1 ordinary share of par value of HK$0.10
each (the “Share Consolidation”). The authorized and issued
share capital of the Company were decreased immediately after
the Share Consolidation. The total number of authorised shares
of the Company was decreased from 20,000,000,000 ordinary
shares to 2,000,000,000 ordinary shares and the total number of
issued shares was decreased from 4,324,069,642 ordinary shares
to 432,406,964 ordinary shares.

Proposed Acquisition

On 26 February 2019, Shenzhen Qianhai National Enterprise
Consulting Limited* (RIIATE B B E A BABRAF), a company
established in the PRC with limited liability and an indirect wholly-
owned subsidiary of the Company, entered into a non-legally
binding memorandum of understanding in connection with the
proposed acquisition of 20% equity interest in Xiangxi Zhonghui
Trading Limited* (MFAREEE B A F]) (the “Target Company”).
The Target Company is a limited liability company established in
the PRC on 24 December 2015 with registered capital of RMB10
million and is engaged in agricultural product cultivation, production,
processing and sales in the PRC. The terms of the proposed
acquisition are subject to further negotiation and the signing of a
formal sale and purchase agreement within 180 days after the date
of the memorandum of understanding or such longer period as
extended by mutual agreement between the parties. For details,
please refer to the Company’s announcements dated 26 February
2019.
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On 22 March 2019, the Company and OBOR Investments Fund
Management Limited (the “Purchaser”) entered into the sale and
purchase agreement, pursuant to which the Company agreed to
dispose and the Purchaser agreed to acquire a collection of assets
at an aggregate consideration of HK$5,838,000. The entire issued
share capital of the Purchaser is owned by the Purchaser, Mr. Wong
Danny F., a former executive Director who resigned on 18 March
2019. For details, please refer to the Company’s announcements
dated 22 March 2019.

Except as disclosed in this report, since 31 December 2018 and
up to the date hereof, no important events has occurred affecting
the Group.

AUDITORS

The consolidated financial statements of the Group for the Year
have been audited by HLB Hodgson Impey Cheng Limited, who
will retire and, being eligible, offer themselves for re-appointment at
the 2019 AGM. A resolution will be submitted to the 2019 AGM to
re-appoint Messrs. HLB Hodgson Impey Cheng Limited as auditors
of the Company.

The Company has not changed its external auditors since 25 March
2003.

On behalf of the Board

Xie Xiangrong
Chairperson and Non-executive Director

Hong Kong, 26 March 2019
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Biography of Directors and Senior Management

ESEREREEEBE

EXECUTIVE DIRECTORS

Mr. Chan Cheong Yee, aged 54, was appointed as an executive
Director of the Company on 27 November 2018. Mr. Chan obtained
a Bachelor of Science degree from the College of Business
Administration of The University of South Florida in the United
States of America. Mr. Chan is experienced in dealing in securities,
fund management, corporate management, corporate finance and
managing listed investment companies under Chapter 21 of the
Listing Rules on the Stock Exchange. Currently, Mr. Chan is one of
the responsible officers of China Everbright Securities (HK) Limited
and a licensed person to carry out type 1 (dealing in securities),
type 2 (dealing in futures contracts), type 3 (leveraged foreign
exchange trading), type 4 (advising on securities) and type 9 (asset
management) regulated activities under the SFO.

Since June 2003, Mr. Chan has been appointed as an executive
director of China Innovation Investment Limited, an investment
company listed on the Main Board of the Stock Exchange (stock
code: 1217). He was appointed as an independent non-executive
director and an executive director of Bingo Group Holdings Limited,
a company listed on GEM of the Stock Exchange (stock code:
8220) respectively, from August 2007 to April 2009 and from April
2009 to September 2018. He was appointed as an independent
non-executive director of Agritrade Resources Limited, a company
listed on the Main Board of the Stock Exchange (stock code: 1131)
from June 2010 to October 2015. Since March 2011, he has been
appointed as an executive director of China Investment and Finance
Group Limited, an investment company listed on the Main Board
of the Stock Exchange (stock code: 1226). Since May 2012, he
has been appointed as an executive director of China Investment
Development Limited, an investment company listed on the Main
Board of the Stock Exchange (stock code: 204). Since November
2012, he has been appointed as an executive director of Capital
VC Limited, an investment company listed on the Main Board of
the Stock Exchange (stock code: 2324). Since June 2013, he has
been appointed as an executive director of China New Economy
Fund Limited, an investment company listed on the Main Board of
the Stock Exchange (stock code: 80). Since February 2016, he has
been appointed as an executive director of China Trends Holdings
limited, a company listed on GEM of the Stock Exchange (stock
code: 8171).
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Biography of Directors and Senior Management

NON-EXECUTIVE DIRECTORS

Ms. Xie Xiangrong, aged 66, was appointed as a non-executive
Director of the Company on 8 October 2018. Ms. Xie graduated
from the Chinese Department of Hunan Normal University. Ms. Xie
is currently the vice president of the China Federation of Overseas
Chinese Entrepreneurs. Ms. Xie has over 25 years of experience in
international trade, project investment in real estate, biotechnology,
emerging energy, tourism and scenic investment fields.

INDEPENDENT NON-EXECUTIVE
DIRECTORS

Mr. Liu Jin, aged 43, was appointed as an independent non-
executive director of the Company on 21 May 2007. Mr. Liu holds
a Bachelor's degree in International Economic Law from the
Zhongnan University of Economics and Law. Mr. Liu has been a
qualified solicitor in the PRC since 2001 and has various experience
in merger and acquisition and corporate restructure in the PRC.
Mr. Liu is currently a qualified solicitor practicing in Shenzhen, the
PRC.

Mr. Li Li, aged 46, was appointed as an independent non-
executive Director of the Company on 8 October 2018. Mr. Li
holds a bachelor degree in business administration and is a China
securities and futures certified accountant* (FF Bl 75 % Hi & #F ot
fi € 5tAT) and a China registered asset appraiser* (#f B £ i & &
FEAEAD) . In 1999, Mr. Li worked as a deputy director of Beijing
Yongtuo Certified Public Accountants Co., Ltd.* (4t Rk #i& &t E&F
E7%FT), and was in charge of the securities auditing business. In
2004, Mr. Li was the deputy general manager of Zhongxi Certified
Public Accountants Co., Ltd* (R E R EHBAERETEAAD .
Mr. Li is currently the managing partner of Zhongxi Certified Public
Accountants (Special General Partnership)* (1 E & =1 b & 7 A7 (5
REBAF)) . Mr. Li has been an independent director of Beijing
Huaye Real Estate Co., Ltd.* (b 7 % 2 i & % {5 B R 2 7)) (stock
code: 600240), a company listed in PRC and an independent non-
executive director of China Investment Development Limited (Stock
code: 204) since 30 July 2018, of which is listed on the Stock
Exchange.
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EENEREEEMRE

Ms. Chan So Fong, aged 45, was appointed as an independent
non-executive Director of the Company on 20 November 2018.
Ms. Chan obtained a Bachelor of Business Administration from
The Chinese University of Hong Kong in December 1996. She has
extensive experience in auditing and financial management. After
her graduation, she worked in various companies from October
1996 to July 2005, including Ernst & Young. From August 2005
to May 2013, she worked as a Chief Financial Officer of China
Beidahuang Industry Group Holdings Limited (formerly known as
Sino Distillery Group Limited), a company listed on the Main Board
of the Stock Exchange (stock code: 39). She was appointed as
an independent non-executive director of Hao Bai International
(Cayman) Limited, a company listed on the GEM of the Stock
Exchange (stock code: 8431) from January 2017 to January 2018.
She worked as company secretary of China Futex Holdings Limited,
a company listed on the GEM of the Stock Exchange (stock code:
8506) from September 2017 to September 2018. She was the
chief financial officer and company secretary of China Investment
Development Limited, a company listed on the Main Board of
the Stock Exchange (stock code: 204) from November 2018 to
December 2018. Currently, Ms. Chan is a director of several private
companies. Ms. Chan is and has been an Associate of Hong Kong
Institute of Certified Public Accountant since July 2001 and a
Fellow of The Association of Chartered Certified Accountants since
November 2005.

Mr. Liao Kai, aged 27, was appointed as an independent non-
executive Director of the Company on 20 November 2018. Mr. Liao
obtained his bachelor’'s degree of Human Resources Management
(ANBHEBREIE) from South China Normal University* (3£ & Al €5
KEZ)in January 2015. Mr. Liao has extensive experience in risk
management and internal control. From May 2015 to January 2017,
he worked as a Risk Control Manager of Kairuide (Shenzhen) Fund
Management Limited* (LI ORI ELBEREMRAF). Since
January 2017, he has been worked as a general manager of Kai
Hong (Shenzhen) Corporate Development Limited* (513% CREII) 1
EBHERBERDA).
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Environmental, Social and Governance Report

ABOUT THIS REPORT
Overview

This report is the second annual Environmental, Social and
Governance (hereafter abbreviated as“ESG”) Report of National
Investments Fund Limited (referred herein as the “Company”, “we”
or “us”), which mainly discloses the Company’s performance and
management approach in relation to ESG.

Reporting Period

The information included in this report covers the period between
1 January 2018 to 31 December 2018, unless otherwise stated.

Guiding Principle

This report is prepared according to the amended “Environmental,
Social and Governance Reporting Guide” (hereafter abbreviated
as the “Guide”) issued in December 2015 set out in Appendix 27
of the Listing Rules of the Stock Exchange of Hong Kong Limited
(hereafter abbreviated as the “HKEX”).

The contents of this report are determined according to a set of
systematic procedures. Such procedures include: identifying and
prioritizing key stakeholders, identifying and prioritizing key issues
relating to ESG, determining ESG reporting boundary, collecting
relevant materials and information, preparing the report based
on such information, and reviewing the information set out in the
report.

Reporting Scope and Boundary

The policies, statements, data and other contents in this report
encompass all business scopes of the Company, unless otherwise
stated.

Source of information and Reliability Assurance

The relevant information and cases set out in this report are mainly
derived from the statistic reports and relevant documents of the
Company. This report contains no false information or misleading
statements. The Board is responsible for the truthfulness, accuracy
and completeness of its contents.

Confirmation and Approval by the Board

This report is approved by the Board on 26 March 2019 following
reviewed by the Board.
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RIS

CHEREERE

ESG MANAGEMENT

As a diversified investment company, the Company is
committed to achieving sustainable development by
carrying out its corporate social responsibility, balancing the
interests between stakeholders such as shareholders and
the community, while proactively seeking out to optimize its
investment portfolio, and improving its strategies to increase
the return value of stakeholders. Abiding by the requirements
of the Main Board Listing Rules of the HKEX, the Company
established and is gradually improving its ESG governance
and management structure. We have established an internal
ESG management structure led by the Board, with the
Executive Committee as the core, and has its work carried
out by the ESG Working Team, stipulating clear responsibility
for the implementation of ESG management and objectives.
The ESG Working Team reports to the Board regularly to help
it assess and determine the effectiveness of the Company’s
risk management and internal control system in relation to
ESG.

The Board

ESGE E

RAATMEA—REZTIMFZERR » BESEK
B EAE - 1R R B R A 5K RS R 6
BTEELSELT FTEHRE HEESRE
HARF L BROMBAHFEHERE - KAA
BEEBBMIMCER MRS #
WE P TEESGRIBLERE - KRB TUE
EREE WTZESAZL  ESGIEN
BHS TIEEENESGRIE IR L - AR
ESGEEMBEZMEMEST - ESGTIE/NMA
TEHRAEFSHETER UHETFERET
REBRE - HERERORREERAE

EERGELSEEBN -

Is responsible for assessing, determining and managing ESG
risks; ensures that the Company has established appropriate
and effective ESG management and internal control systems;
approves ESG-related policies and report.

BExg

ESG Executive Committee
ESGHITZE®

ESG Working Team
ESGI /4

BENME - EELERESGRR - WRABRLAEABWESG
EEMAREIEER  BHESCGHERERE -

Is repsonsible for the implementation of risk management and
internal control in relation to ESG; steers the ESG Working Team
and reports to the Board of Directors.
giiﬂﬁESGmﬁﬁﬁﬁ&W%%@  IEBESG/MAT N F3RE

Sets a personnel responsible for ESG related data collection and
report preparation; reports to the Company management
regularly.

ZHHEA B BESCHEABBNKRENRERESTIE  EHM
RNARIEEEELR -
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1.1 Stakeholders Identification and
Communication

The effective participation of stakeholders is crucial
to the ESG management of the Company. Adequate
engagement with stakeholders allows the Company to
accurately assess the impacts of its own decisions,
truly understand the concerns of stakeholders, and
provide timely response to the stakeholders’ requests,
allowing it to adjust its development direction.

We proactively reach out to understand and respond to
the requests and expectations of stakeholders through
various ways and channels, striving to create more
integrated values for all parties. The table below sets
out the concerned issues of different stakeholders
during the reporting period.

Stakeholder Issues

BE -wHekEhams

11 EZ ABREBRE

Em ANB RS HBERARIESGRER
FAEZ  REEEZANTORMANR
EPARAERTHEINARTZE
EIFTHER ANBYIE - RFFE fEE
WARNFR ABRFERAME -

BMEGRBSBEANMEEFEHTH
WE RS ANFFRERE - kA&
FEASEZMIREER - TR E®RE
BN TRESAERIFETINZEE -

Channels for communication/ Frequency/
feedback Times

A AR BEABINIESE

BREEE /REHA BE/RY

Government and Boost local economic development —On-site investigations Non-scheduled
regulatory bodies Anti-corruption and Anti-fraud —Meetings

BRREE#E Legal compliance —Relevant policies and regulations
RERMELERR —RGRAH TEH
RERRRER -8%
ARkE —-HERR RER

Shareholders/Investors Operation performance —General meetings Scheduled

BRR/B&EE Risk control —Investor conferences

Responsible investment

ot

U=

[Eag

N5 ORE ME
a3

s

—Performance conferences

—News releases/announcements

—On-site investigations

-REXE iE
-REEREE

—%E%hHE

—¥EfE/AE

=55 A
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Channels for communication/ Frequency/
feedback Times
BEEE /REHX X/ RE

Stakeholder Issues

B AAR BEARINTIERE

68

Customers/Invested Customer relationship —Telephone/E-mail Non-scheduled
companies Responsible investment —Surveys Scheduled
EE/FBREAT Risk control — Conferences
XFH% -8B /EFHH TEH
BEARE —f% iE
[ g 122 1 —E%eg
Staff Staff training —Staff interviews Non-scheduled
BT Health and safety —Internal e-mails Scheduled
Employment and labour — Staff meetings
Staff remuneration and benefits
BT —BIm# AEH
REHEZS —-AEHER iE
EFERAT -BI®H
BT HMREF
Community Community service —On-site investigations Non-scheduled
#HE Boost local economic development —Meetings
Responsible investment
NGE T —RGRM TEH
RERMELEERR -G
EARE
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1.2 ldentification of Material Issues

During the reporting period, we have fully understood
the responses and disclosures of opinions and
expectations towards the Company’s ESG issues
from different stakeholders through conducting media
analysis, benchmarking with industry counterparts,
and conducting interviews with stakeholders. This has
provided a strong basis for our company to establish
long-term strategies.

Our materiality assessment is mainly implemented
in two stages. As shown in the following graph, we
have first identified the material ESG issues that would
impact the Company’s business or stakeholders,
and then prioritized potential material issues and
understood the importance of such issues.

HERERRE

1.2 EEMEER A

BERA > HFPRERRERBON - [
THERBEAG®R  2EHTHESER
B 2 A B RN RIESG R R8 B e N 3% R
MERRBE  RARGEREREIRE
HEOKE -

BAPTHO B K FF A 3 2 00 B AR {EL P B B
ﬁ°MTE%ﬁ'ﬁﬁﬁﬁﬂxﬁﬂ%

HADFI RGN E KT EHESG
BERUEEE %QQ@EEK&%%

ETHF O TREBEEERE -

Identify potential Material Issues Prioritise potential Material Issues

WA EEEAMRE

By conducting a comprehensive review (which

includes media analysis, benchmark analysis

with industry counterparts and review of other
relevant documents), we identified Material
Issues that could reflect the impacts of the
Company’s business on the economy, the
environment and the community, or Material
Issues that would affect stakeholders’ assess-
ment of and decision on the Company.

FAPE B RF A
M&E@@%Xm

HEIEIERIEA T - AITEIES
BRI RB A A TIER
BRI ENYE  RYBERSAY

ARHATIR R BEE R #RE ©

ﬁ@

HEEEAUBREETHRF

The materiality matrix was compiled from the
results of interviews with stakeholders which
allowed us to gain an understanding of priority
issues that mattered most to such stakeholders.
We have identified genuine Material Issues from
the matrix.

&l e Ak | RS R APTRIHE TR
78 XEREHEBREER - BEESTHRIE
EAEERMRHRE -
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1.3 Materiality Matrix

70

From the above assessment, we identified issues that
are material to both the Company and stakeholders and
derived therefrom a materiality matrix. The following
items constitute the key points of this report, which will
be disclosed in detalil.

y

Importance to Stakeholders
R M 5 > D e

Low importance (£ E &=

1.3 EXMEELEME

BBIA LR EBIZE R LB AR F M
e ARAZTEMMNZE BHEKX
HEEEE  BRARERNTNERNRD
7 B EARNREANFARERH

AT -

Importance to the Company

HARFNERM

1 Legal compliance
BREE
2 Risk control
[ Bz 4
3 Anti-corruption and Anti-fraud
RE B R R 5%
4 Operation Performance
ARG
5 Boost local economic development
1R HE 7N b 8 45 7 5
6 Energy conservation and emission reduction
£ 88 R HE
7 Water conservation
i 40 A 7K
8 Waste classification
REW) 53 48

10

i

12

13

15

16

Health and safety
(e

Staff training

8T 3

Employment and labour
RIEEST
Community service

N em AR5

Responsible investment
EEKRE

Staff remuneration and benefits
8 T %o &4 T
Customer relationship
BEFR%

Customers’ privacy

BEPLE
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2. GOVERNANCE RESPONSIBILITIES

2.1 Governance Structure

It is the principle of the Company to maximize its
shareholders’ value. We strongly believe that, by
maintaining a good corporate structure, we are
enabled to build an effective and transparent corporate
operation system, and this ultimately brings benefits
to our enterprise in general. In order to reasonably
and effectively manage the Company and protect the
interests of our investors and other stakeholders, the
Company has set up a top-down governance structure.
Details are as follows:

Investment Comm|ttee

General Meeting

RE -HEMhERRE

ARBNBRBEREERAERRE
BERENCEEREPRELSK
BRANTELBRY  YRK/ERT
RERYE - REEBEARHARFE

2 REREEMEMERS AN
ﬂ> CARRRETAELMTHERR
- BEREBUTHE:

s

Audit Committee
EtEEE®

Remuneration Committee
%ﬁ@”x 1=} El

Nomination Committee /
}E% 1=} El

Board of Directors

General Manager’s Office
RIEERAE

Investment Manager
WA

-

Business Department

Audit Department
FTEED EaTEb

Besides, in addition to strictly abiding by the Listing
Rules and regularly disclosing information in relation to
our enterprise, the Company has established an internal
control and management system, and regularly reviews
its effectiveness, so as to promptly detect potential
risks and ensure that our shareholders’ interests are
protected.

~

Finance Department

BF %80

Brit 290 ARBEBRBETLETR
J*E%&ﬁﬁ%ﬁ@ﬁﬂZﬁ'$@
ST EBES 1R I E IR M 3 E Hl AR
ﬁEE%ﬁ%ﬁﬁ'M@%&%%ﬁﬁ
R - R REDSIRE
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2.2

2.3

Compliance

The Company strictly complies with the Main Board
Listing Rules, Corporate Governance Code and other
laws and regulations of the HKEX. On one hand, the
Company applies a three-tier management system
consisting of external regulation, internal control and
risk management, and reviews the effectiveness of our
management regularly, so as to ensure the healthy
and sustainable development of the management of
our operations and our financial data. On the other
hand, the Company respects and values fair trade. We
strictly abide by the Disclosure of Inside Information
and Price Sensitive Information and Privacy Policies
of the Company during our investment and operation
We have also designated officers to
continuously monitor changes within our operating

processes.

scope, to ensure that all non-published information,
information that may constitute inside information, or
price sensitive information are kept confidential. As a
financial investment company, the Company has always
maintained a high level of integrity and has strictly
abided by the Code for Securities Transactions by
Directors and Employees of the Company during our
operations to eradicate financial crimes.

Anti-corruption and Anti-fraud

To avoid frauds, enhance the level of management
and internal control, and lower the risks that the
company faces, so as to ensure its sustainability,
stability and healthy development, the Company has
established the Anti-fraud Policy which is consistent
with the development and operation of the Company,
in accordance with the requirements of relevant laws
and regulations, taking into account the actual situation
of the Company and the results of benchmarking
with industry counterparts. The policy is applicable to
all staff members and Directors of the Company. It
prescribes reporting channels and anti-fraud measures.
By conducting regular fraud risk assessments and
fraud investigations, we exercise stringent control over
the Company’s management. During the reporting
period, we have not identified any litigation cases in
relation to corruption or bribery.

National Investments Fund Limited Annual Report 2018
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ENVIRONMENTAL RESPONSIBILITIES

3.1

Responsible Investment

The Company actively puts responsible investment into
practice by conducting preliminary due diligence review
and investment analysis. During the selection of our
investment targets, we pay attention to the financial and
business performance of such companies, and at the
same time, consider their fulfilment of environmental
protection obligations, to comprehensively assess our
investment risks and impact. After making investments,
we take the initiative to fulfil our responsibilities as
investors. Although the Company has no decision-
making power over our investees, we still pay attention
to their enterprise, and incorporate supervision and
the enhancement of their sustainable development
into our daily project management
processes. For example, with regard to our investment

standards

in agricultural and forestry development and cultivation,
we require and ensure that the planters are given
adequate protection and reasonable benefits, such
as insurance for work injuries. With regard to our
investment in biopharmaceutical and regenerative
medical systems and products, the Company monitors
our investees to ensure the safety of their production
and research processes such as safeguarding the
personal safety of researchers and other employees by
reducing their risks of inhaling or intaking hazardous
chemical substances. While continuing to create value
for our own investment projects, we strive to promote
the harmonious development of the economy, the
environment and the society.

3.

RE -HEMhERRE

RREEME

3.1

BEERE

AAREBREITEERE  HRATHE
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iy MERDTEMY FEITENR
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* Set up the temperature
of air conditioners according
to seasonal changes

74

3.2 Environmental Management

KBS consumption production
B IR 4 WA &R A E B R
Eliminate unnecessary water H#E BYEE

and electricity consumption

The Company respects the nature, hence we consider
the protection of the environment and natural resources
as an important aspect within our company’s
development strategies. While we strictly abide by
the Air Pollution Control Ordinance, the Noise Control
Ordinance, and other laws and regulations related to
the environment, we advocate “green working”. Despite
the business scope of the Company having no material
impact on the environment and natural resources, the
Company still stands firm on our practices in relation
to energy conservation and resource usage. We
comply with the waste classification requirements of
our properties and do our best to reduce the negative
impact we bring to the environment and natural
resources.

3.2

Reduce Reduce

resources solid waste

MR e BIKEEFE
Reduce
greenhouse
gas emission
WOBRE
REEHER
* Advocate “green commuting” and
encourage the use of public transport
REHKEHTT  SEERAKZE
National Investments Fund Limited Annual Report 2018
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° Encourage double-sided printing
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S

K

As at 31 December 2018
HE-ZT—)\F+=-A=+—8H

3.3 Environmental Performance 3.3 RE

Intensity
(per capita
Total consumption)
amount RE
wme (A HFER)
Direct energy Gasoline Litre 14,553 | Litre per capita 3,638
consumption i Ft N
BEERERERE
Total amount of direct energy Tonne of coal 15.52 | TCE per capita 3.88
consumed equivalent W A
EEEEREERE (TCE)
W EER
Indirect energy Purchased kWh 61,924 | kWh per capita 15,481
consumption power FERE FEE A
MR EFES SNEEE
Total amount of indirect energy Tonne of coal 7.61 | TCE per capita 1.90
consumed equivalent MR A
B FEBE R e FE A B (TCE)
722 R
Total amount of energy consumed| Tonne of coal 23.13 | TCE per capita 5.78
BEBE L FEAE B equivalent W A
(TCE)
I 1E R
Scope | Tonne 79.58 | Tonne per capita 19.89
s — L Mg A
Greenhouse gas Scope |l Tonne 39.01 | Tonne per capita 9.75
emission* HE— A N
BERBIENRE" Total Tonne 118.59 | Tonne per 29.65
=418 o capita
A
Amount of office paper consumed Kg 100 | Kg per capita 25
MAEAEE N INIPEN
* Greenhouse gas included in Scope | mainly * HE— A EREFERAAEFE
represented the greenhouse gas emissions directly B B PR B Y T B E R E A
produced by operations owned or controlled by BN - S ERETFERE
the Company; whereas greenhouse gas included WA EEEFE SN R R B R A =
in Scope Il mainly represented the greenhouse TEEHEI -

gas emissions from the internal consumption of
purchased energy by the Company.
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4. SOCIAL RESPONSIBILITIES

76

4.1 Staff

4.1.1 Employment and Labour Practices

The Company strictly abides by the relevant
requirements of the Employment Ordinance (Cap
57, Law of Hong Kong) of Hong Kong, China, and
has formulated the Staff Manual in accordance
with its own development needs. As part of the
staff employment contract, the Manual detailed
the policies and systems of the Company in
relation to the employment and the protection
of fundamental rights of its staff. We prohibit
discrimination on grounds of gender, age and
race etc.. We are also committed to treating
every staff in a fair and impartial manner. The
Company undertakes not to employ any child or
forced labour, and to eradicate such practices by
carrying out a prudent review of the profiles of
job candidates during our recruitment process.

The Company originally had 20 employees,
the majority of which were Hong Kong local
employees. Due to the Company Reorganization
commenced in the second half of 2018, there
are 4 staff members and 6 director members in
the Company as at 31 December.

4.1.2 Remuneration and Benefits

The Company upholds the principles of equality,
fairness and transparency, and provides
reasonable and competitive remuneration
packages for our staff. Leaves and other
benefits are enforced in accordance to the
relevant requirements of the Employment
Ordinance (Cap 57, Law of Hong Kong). To
fully realise value to our staff, the Company
conducts performance assessments annually,
and adjusts the remuneration and benefits of
our staff based on their positions, skills, abilities
and performance. At the same time, we have
established a reasonable reward and punishment
system, to set up standards for staff behaviour
and to motivate our staff.

4.
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Welfare packages & fl 138

Statutory holiday

ETE R

Annual leave

FR

Sick leave and sickness allowance
TRTER DA B R 5 22 B

Maternity leave

DR (ER)

AR

4.1.3 Health and Safety

The Company strives to provide a safe, healthy
and comfortable working environment for its
staff. Despite the principal business location
of our staff being an indoor office, we have
still established a set of safety codes for
working environments, which detailed the safety
management approaches towards environmental
hygiene and cleanliness, smoke and fire
prevention, typhoon and storm preparations,
and other emergency response plans, and
established effective risk assessment and control
measures. Our staff are required to strictly
abide by the above safety codes. At the same
time, we provide safety code trainings and
emergency drills for our staff to increase their
own occupational health and safety awareness
and ensure that they receive adequate protection
in relation to their health and safety.

During the reporting period, the Company was
not subject to any injuries or casualties in relation
to work.

« Marriage leave

SRR R
Compassionate leave
e ZERE

Jury duty leave

5 2= B RS IR 1R

4.1.3 BEH LT

ARBBMANBETIRHLE
REEFENDTERE BEAQ
FAEIXERNMBREARA
= HADAZZT-RIIART
ER 2T BERBEFERR -
HEHA BRERER - UK
REEMHRESTHOAEL S
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FEHIER - W ERKE TRIEE
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BTESBREXREEEAZ2EH
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BERA KRB ARERITIERH
BERENBTER -
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4.1.4 Training and Development

The Company values the enhancement of the
comprehensive quality and professional skills of
its staff and Directors. To ensure the fulfilment
of obligations and duties by our Directors, and
that they have continuous access to all kinds
of information and are able to contribute to the
Board when necessary, the Company requires
our secretary to regularly provide information
in relation to the Listing Rules and corporate
management practices to all Directors, to ensure
that all Directors will abide by such rules and
regulations. In addition, we encourage our
Directors and staff to actively participate in online
and offline seminars or training courses that
satisfy their job requirements. Training grants
are also provided following the approval of
department heads.

During the reporting period, the total number of
staff members trained was 40, and the training
hours amounted to 55.75 hours.

4.1.5 Caring and Communication

The Company values staff opinions and the
communication between staff members. Our
staff can provide feedbacks and complaints
through emails and in meetings. Designated
officers are assigned by the Company to collect
and reply to such feedback. In addition, we solicit
staff opinions and organize annual gatherings
and themed parties according to the majority
preference.

4.2 Community

The Company is committed to fulfilling its social
obligations while it continues to develop. We continue
to participate in charity donations in relation to
education. During the reporting period, the Company
donated HK$100,000 and books to an international
school in Hong Kong, to improve their education
conditions, which helps to nurture future talents.

In order to better promote community services, the
Company will seek out to donate to charitable, non-
profit or educational organizations and funds that share
the same philosophy as us, and encourage our staff
to participate in volunteer work on an individual basis.
We aim to truly live up to the principle of “giving back
to the community”.

National Investments Fund Limited Annual Report 2018
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APPENDIX: HKEX ESG REPORTING GUIDE Bt &% :

CONTENT INDEX

Section

RolfUE ik

Indicators Description of indicators

EE EEHR

A. Environment B 5

A1 Emissions i

General Information on the policies and compliance with relevant 3.2 Environmental

Disclosure laws and regulations that have a significant impact on Management

—REE the issuer relating to air and greenhouse gas emissions, 32 RIRERE
discharges into water and land, and generation of
hazardous and non-hazardous waste.

BHERIREREHNR MKk LHNGs AERE
EREVNELSNRRRETHETABEAZENE
BEERADMEH

Al The types of emission and respective emissions data. 3.3 Environmental

PR e JE R B HE R B Performance
33 RIFEME

A1.2 Greenhouse gas emissions in total (in tonnes) and, where 3.3 Environmental
appropriate, intensity (e.g. per unit of production volume, Performance
per facility). 33 JBEN
RERBAYNRE UEFE)L(MER)ZE (MNEES
B §EREAE)

A1.3 Total hazardous waste produced (in tonnes) and, where The Company is not
appropriate, intensity (e.g. per unit of production volume, involved in the production
per facility). of any significant
FMEABEREENBE CAETE) R(NER) ZBE (e hazardous solid waste
EEEN BERKTE) due to the nature of its

business

MREBIE  AREYT
PHREMEKNBRES
BEEVES

A4 Total non-hazardous waste produced (in tonnes) and, where 3.3 Environmental
appropriate, intensity (e.g. per unit of production volume, Performance
per facility). 33 RBEM
FELAREREEVAE UHAE) R(MER BE (WG
EREM BERBTE)

Al5 Description of measures to mitigate emissions and results 3.2 Environmental
achieved. Management
MR EERENEERAEKR 32 RIFER

A1.6 Description of how hazardous and non-hazardous wastes 3.2 Environmental
are handled, reduction initiatives and results achieved. Management
HMEEEERESEENNAE REELENKEKER | 32 REER
FT 15 AR
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A2 Use of Resources & R f A

General Policies on the efficient use of resources, including energy, 3.2 Environmental

Disclosure water and other raw materials. Management

—RRE BREREREERR KREMENR)WBE 32 RGER

A2.1 Direct and/or indirect energy consumption by type (e.g. 3.3 Environmental
electricity, gas or oil) in total (kWh) and intensity (e.g. per Performance
unit of production volume, per facility). 33 REBEM
RENSNERER JHEER(NE  Roh)BESE
UATEBHEIRBEEWUESESEN BEZETE)

A2.2 Water consumption in total and intensity (e.g. per unit of Water consumption is
production volume, per facility). limited and is a matter
BREKERTZE(WNESESE  BELZBTE) of low importance to the

Company
FKEBRR  BWIEAR
ABXREH

A2.3 Description of energy use efficiency initiatives and results 3.2 Environmental
achieved. Management
EEEREANREAERABRR 32 RIEER

A2.4 Description of whether there is any issue in sourcing water The Company’s water
that is fit for purpose, water efficiency initiatives and results usage is derived from
achieved. municipal supply and is
PSR ERE KR R B E IR - DA R B AR KR s At limited
ENFERR - RAEHAKKRE TR

B BEEAR

A2.5 Total packaging material used for finished products (in Not applicable to the

tonnes) and, if applicable, with reference to per unit
produced.
HARDARENMNEE BB R(MER) BEE
BREE

Company due to the
nature of its business
MREBLE  HEES
ERARARR

A3 The Environment and Natural Resources B & X A & R

General Policies on minimising the issuer’s significant impact on the 3.2 Environmental

Disclosure environment and natural resources. Management

—RRE HEBTAHBRBERANRERERERZENRE 32 RFEEE

A3.1 Description of the significant impacts of activities on the Not applicable to the
environment and natural resources and the actions taken Company due to the
to manage them. nature of its business
R EBEDHRBERAABRNERAYEREDRKNE R RREBILE  EE T E
BT EH1TY BRARAR
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Indicators Description of indicators Index Section
EE EE M ROl B ik

B. Social # &

B1 Employment & {&

General Information on the policies and compliance with relevant 41 Staff

Disclosure laws and regulations that have a significant impact on the 41 BT

—REE issuer relating to compensation and dismissal, recruitment

and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, and other benefits
and welfare.

ERATMERE BEERES TEEHH RH FTE#
g Zft s RN R E MRS KRR R kY
BITANBERZENEREERBROINER

B1.1 Total workforce by gender, employment type, age group
and geographical region.

muR - BERE FRANFHRIASNESEN

Planned future streamlined
management
SERRERABHEEER

B1.2 Employee turnover rate by gender, age group and
geographical region.

RIER  FRAJNREEDNEBRKL X

Planned future streamlined
management
SEARERABALCER

B2 Health and Safety REE %2

General Information on the policies and compliance with relevant
Disclosure laws and regulations that have a significant impact on the
— BB E issuer relating to providing a safe working environment and

protecting employees from occupational hazards.
FUERHLZEIEREMREBEEGEBELLEENER
REBFHRETABEAZENBREZRAHNHEHR

4.1.3 Health and

Safety
413 EEEZ R

B2.1 Number and rate of work-related fatalities.

ETEREmATHABR LR

4.1.3 Health and
Safety
413 REHEEZE

B2.2 Lost days due to work injury. 4.1.3 Health and
THEERTERH Safety

413 REHET S

B2.3 Description of occupational health and safety measures 4.1.3 Health and

adopted, how they are implemented and monitored.
W PARANBERREL2EE  URBBARTRER

Safety
413 REEEZ 2

&

B3 Development and Training 2 & 82 3% 5l

General Policies on improving employees’ knowledge and skills for 4.1.4 Training and

Disclosure discharging duties at work. Description of training activities. Development

— R E FHRAEEBRTILEBREN MBI RENBE - Mg | 414 BIIHER
AINEE -

B3.1 The percentage of employees trained by gender and Planned future streamlined
employee category (e.g. senior management, middle management
management). HERRRABMALER

RUEFREEEN(WEREERE +HREEES SN
XllREBD KL

B3.2 The average training hours completed per employee by
gender and employee category.
RUEFIREEREMNE D  BEREETKZIN FHRH

Planned future streamlined
management

AERKREABALER
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B4 Labour Standards % T %8|

General Information on the policies and compliance with relevant 411 Employment and

Disclosure laws and regulations that have a significant impact on the Labour Practices

— BB E issuer relating to preventing child and forced labour. 411 BEELTIER
BREMLETI SRS TINRRERETHRTABEAY
ZHEBEERBIINER

B4.1 Description of measures to review employment practices to 4.1.1 Employment and
avoid child and forced labour. Labour Practices
Bt BEEANERARPET RRHST 411 ERESZTIER

B4.2 Description of steps taken to eliminate such practices when 411 Employment and

discovered.
EATERERBERASERBEBBRAMKRNTE

Labour Practices
411 BREBZTER

B5 Supply Chain Management 1 fE& 8 & &2

General Policies on managing environmental and social risks of the Not applicable to the
Disclosure supply chain. Company due to the
—BEE EEMERENRE R SRR EBR nature of its business
MREBLE  HEEl
HEARARA
B5.1 Number of suppliers by geographical region. Not applicable to the
T E DR EEREE Company due to the
nature of its business
MREBUE  kREES
BAREKRR
B5.2 Description of practices relating to engaging suppliers, Not applicable to the
number of suppliers where the practices are being Company due to the
implemented, how they are implemented and monitored. nature of its business
Mt E BB EENEN - mERTEREN N ERS MREBLE  HEEs
#E UREAEANRTRERSE #EARARA
B6 Product Responsibility % & &
General Information on the policies and compliance with relevant Not applicable to the
Disclosure laws and regulations that have a significant impact on the Company due to the
— BB R issuer relating to health and safety, advertising, labelling and nature of its business
privacy matters relating to products and services provided HRERMEE  HEETHE
and methods of redress. ARART
FREMREHRERNRBENREERZE ES RELELE
EEUARER T ENRERETHETABEAY ENE
AR RO ER
B6.1 Percentage of total products sold or shipped subject to Not applicable to the
recalls for safety and health reasons. Company due to the
BEFCDEXEMBHTER 2 HERFEEHMERNKNE nature of its business
Pl MNEBIE - tEETE
RARERA
B6.2 Number of products and service related complaints received Not applicable to the
and how they are dealt with. Company due to the
BEEERERRRBENRFEEULESFE nature of its business
MREBNE - tZETE
BRARAR
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Description of indicators

b i

Index
A Kk

RE -HEMhERRE

Section

ks

B6.3 Description of practices relating to observing and protecting Not applicable to the
intellectual property rights. Company due to the nature
il EEERRENREREEBNED of its business
MNEBUE - KRBT E
BARERA
B6.4 Description of quality assurance process and recall Not applicable to the
procedures. Company due to the
il GG AR T B IR K EE R B R nature of its business
MREBLE  HEES
BERARERR
B6.5 Description of consumer data protection and privacy Not applicable to the

policies, how they are implemented and monitored.
EMEEEERRERLERE  UREABNTRERR
&

Company due to the
nature of its business
HREBNE  wEEr
BARAKADR

B7 Anti-corruption R &5

General Information on the policies and compliance with relevant 2.3 Anti-corruption
Disclosure laws and regulations that have a significant impact on and Anti-fraud
—REE the issuer relating to bribery, extortion, fraud and money | 2.3 R &5 % v E#&
laundering.
EREMLEESE $HE BFREREOBRERETHEET
AEERFENHBERRANNEHR
B7.1 Number of concluded legal cases regarding corrupt 2.3 Anti-corruption
practices brought against the issuer or its employees during and Anti-fraud
the reporting period and the outcomes of the cases. 23 REBRREFE
REHRBANEETASEREREIEERENETHAR
HEEBERFRER
B7.2 Description of preventive measures and whistle-blowing 2.3 Anti-corruption
procedures, how they are implemented and monitored. and Anti-fraud
AP BE R RREF  URABRTRER 5% 23 REFRRER
B8 Social # &
General Policies on community engagement to understand the 4.2 Community
Disclosure needs of the communities where the issuer operates and to 4.2 tt[&
— BB R ensure its activities take into consideration the communities’
interests.
BREMME2ERTREEMELRBEENRREERE
BeZEitENanEE
B8.1 Focus areas of contribution (e.g. education, environmental 4.2 Community
concerns, labour needs, health, culture, sport). 42 ft&E
EIEREBNHE BESEH $IFR EBE X
1t 85
B8.2 Resources contributed (e.g. money or time) to the focus 4.2 Community

area.

EEIRBEMPRER(WMEERERE)

4.2 i@
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Independent Auditors’ Report
B % A R

Bl M7 &3 F 3% 6 A R A F

Hodgson Impey Cheng Limited

HLB

TO THE SHAREHOLDERS OF
NATIONAL INVESTMENTS FUND LIMITED
(Incorporated in the Cayman Islands with limited liability)

DISCLAIMER OF OPINION

We were engaged to audit the consolidated financial statements
of National Investments Fund Limited (the “Company”) and its
subsidiaries (collectively referred to as the “Group”) set out on
pages 88 to 239, which comprise the consolidated statement of
financial position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to
the consolidated financial statements, including a summary of
significant accounting policies.

We do not express an opinion on the consolidated financial
statements of the Group. Because of the significance of the matters
described in the Basis for Disclaimer of Opinion section of our
report, we have not been able to obtain sufficient appropriate
audit evidence to provide a basis for an audit opinion on
these consolidated financial statements and as to whether the
consolidated financial statements have been properly prepared in
compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

BASIS FOR DISCLAIMER OF OPINION

As explained in Note 2(b) to the consolidated financial statements,
the Group incurred a loss of approximately HK$59,654,000 and
a net cash outflow from operating activities of approximately
HK$60,218,000 for the year ended 31 December 2018. As at
31 December 2018, the Group had net current liabilities of
approximately HK$123,975,000 and net liabilities of approximately
HK$100,495,000. In addition, the Group’s promissory notes
with interest payables of approximately HK$124,692,000 as at
31 December 2018 will be due on 2019 and 2020 respectively.
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The directors of the Company have been undertaking certain
measures to improve the Group’s liquidity and financial position,
which are set out in Note 2(b) to the consolidated financial
statements. The consolidated financial statements have been
prepared on a going concern basis, the validity of which is
dependent on the outcome of these measures, which are subject
to the following uncertainties, including (i) whether the Group is able
to successfully obtain additional financing as and when required,
the achievability of which depends on the future performance of
the Group; and (i) whether the Group is able to implement its
operation plans for control costs and to generate adequate cash
flow from operations, the achievability of which depends on the
market environment which is expected to remain challenging.

These facts and circumstances, along with other matters as
described in Note 2(b) to the consolidated financial statements,
indicate the existence of multiple material uncertainties that may
cast significant doubt on the Group’s ability to continue as a going
concern.

Should the Group be unable to continue to operate as a going
concern, adjustments would have to be made to write down the
value of assets to their recoverable amounts, to provide for further
liabilities which might arise and to reclassify non-current assets
and non-current liabilities as current assets and current liabilities
respectively. The effect of these adjustments has not been reflected
in the consolidated financial statements.

Independent Auditors’ Report
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RESPONSIBILITIES OF THE DIRECTORS
AND THE AUDIT COMMITTEE FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The Audit Committee is responsible for overseeing the Group’s
financial reporting process.
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AUDITORS’ RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS

Our responsibility is to conduct an audit of the Group’s consolidated
financial statements in accordance with Hong Kong Standards on
Auditing (“HKSAs”) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA”) and to issue an auditors’ report.
We report our opinion solely to you, as a body, and for no other
purpose. We do not assume responsibility towards or accept
liability to any other person for the contents of this report. However,
because of the matters described in the Basis for Disclaimer of
Opinion section of our report, we were not able to obtain sufficient
appropriate audit evidence to provide a basis for an audit opinion
on these consolidated financial statements.

We are independent of the Group in accordance with the HKICPA's
Code of Ethics for Professional Accountants (the “Code”), and we
have fulfilled our other ethical responsibilities in accordance with
the Code.

HLB Hodgson Impey Cheng Limited
Certified Public Accountants

Wong Sze Wai, Basilia
Practicing Certificate Number: P05806

Hong Kong, 26 March 2019
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
REeBEakEHMEZE K E K

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2018 2017
—F-N\fF i
Notes HK$°000 HK$'000
i aF FE T F#& T
]
Revenue W == 7 9,690 2,915
Other income Hib g A 8 1,867 4,525
Change in fair value of conversion AR ZEANS 2 BKREZ
options embedded in convertible NAEBEEE
notes = (740)
Change in fair value of financial REMEERZRIEZAABE
assets at fair value through profit IRz eMEEZAAEBE
or loss g (20,279) =
Impairment loss of available-for-sale  FIft & & &l & & <
financial assets B & 18 - (13,868)
Impairment loss of other tangible HMAREE 2 REERE
assets 17 (8) (1,007)
Impairment loss of other receivables £ 1th & U % 18 2 8 (& &5 18 22 (1,674) (40,800)
Loss on disposal of a subsidiary HE—RWB AR EE (10) =
Other operating expenses Hing @M (42,564) (59,208)
Finance costs SN 9 (6,676) (15,415)
Loss before taxation BB AT B 18 (59,654) (123,593)
Taxation 1A 10 - =
Loss for the year FRER 11 (59,654) (123,593)
Other comprehensive (loss)/ Hitb 2 (EE/) WH
income
ltems that may be reclassified HEEAEEF 7R
subsequently to profit or loss: BmkZHE -
— Change in fair value of financial — REME2EKRFERIEZDR
assets at fair value through BEINRZEHEEZ
other comprehensive income NABEES (44,240) —
— Net loss on revaluation of - ERTHIEEREEZ
available-for-sale financial B 1858
assets - (12,136)
— Reclassification adjustments - BHAHELESBMEEY
relating to available-for-sale BEOBEHE
financial assets - 13,868
Other comprehensive (loss)/ FREM2E(ER) KE -
income for the year, net of EHRAESB
income tax (44,240) 1,732
Total comprehensive loss for FRE2EBEALSE
the year (103,894) (121,861)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
FeEmkHEMEEKER
For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

2018 2017

—E-N\E —E—+F

Notes HK$’000 HK$'000
Mt &t THET FAT

Loss for the year attributable to: T3 &EE(EFEREIE:
Owners of the Company RAREE A (59,654) (123,593)

Total comprehensive loss for the T3 & EEMFERNZTHEE IR

year attributable to: HEE .
Owners of the Company ZAN/NCIEZZEDN (103,894) (121,861)
(Restated)
(&%)
Loss per share BREE
Basic and diluted (HK cents) R K s OB A(L) 15 (15.96) (48.56)

g A

The accompanying notes form an integral part of these consolidated BEM 2 i st At S G AT HRER 22— 301D °
financial statements.
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Consolidated Statement of Financial Position

& B 35 RO R

As at 31 December 2018 R=_ZE—\F+-_A=+—H

2018 2017
—E-N\F Tt F
Notes HK$’000 HK$'000
0iz3 TERT FAT
"1
Assets: BE:
Non-current assets FRBEE
Property, plant and equipment ME - BEREE 16 484 6,432
Other tangible assets HinBEWEE 17 1,575 17,583
Available-for-sale financial assets EHESREE 19 - 88,200
Financial assets at fair value through REMEERSEREAAEE
other comprehensive income PR ERMEE 19 51,310 —
Conversion options embedded in AHRREBEANE 2 R E
convertible notes 20 = 7
53,369 112,222
Current assets mEEE
Available-for-sale financial assets ML EeREE 19 - 20,487
Financial assets at fair value through REZREAABEIEZ
profit or loss CHEE 21 2,180 —
Prepayments, deposits and other BRRE ReEkEM
receivables JE U kA 22 3,944 7,428
Cash and bank balances Be RRITHEH 23 111 34,794
6,235 62,709
Total assets EEHE 59,604 174,931
Equity: -
Capital and reserves attributable to ZA2AFEHF A
owners of the Company BERARREE
Share capital [ 30 43,241 24,023
Reserves [ (143,736) (71,466)
Total equity ERAH (100,495) (47,443)
Liabilities: a&:
Current liabilities nREBEE
Short-term loans RHER 24 - 6,833
Accrued charges and other payables JRE 1) B 32 o L it e A< R IR 25 29,235 104,649
Obligations under finance leases MEMEAE 26 - 559
Amounts due to directors R EERE 27 10,415 -
Amounts due to a related company e —F B A R IE 27 10,791 =
Promissory notes SRS 28 79,769 =
130,210 112,041
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Consolidated Statement of Financial Position
HREVBERAR
As at 31 December 2018 R-_Z—N\F+-_A=+—H

2018 2017

—E-N\F —T—tF

Notes HK$°000 HK$'000

Kz FTAR FAT

Non-current liabilities *RBEE

Obligations under finance lease BMEHEERE 26 - 1,023
Promissory notes EHEE 28 29,889 109,310
29,889 110,333

Total liabilities EEAH 160,099 222,374
Total equity and liabilities EEREEHAE 59,604 174,931
Net current liabilities REBEEFRE (123,975) (49,332)
Total assets less current liabilites ZEZRERAHER (70,606) 62,890

Approved by the Board of Directors on 26 March 2019 and signed KEEER - NF=A=-F+ B ELHIUAT

on its behalf by: ATREREE:
Xie Xiangrong Chan Cheong Yee
EilES BRE &
Director Director
EF EE

The accompanying notes form an integral part of these consolidated Bz EREEREMBRE 2 —FHH -
financial statements.
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Consolidated Statement of Changes in Equity
HRERRBER

For the year ended 31 December 2018 HE—T—N\E+_-_A=1+—HILFE

Attributable to owners of the Company

ERRERARLRE
Financial assets
at fair value
through other
comprehensive
Available-for-sale income
Share option  financial assets (“FVTOCI")
Share Share reserve  equity reserve reserve  Accumulated
capital premium (Note (i) (Note (i) (Note (i) losses Total

THHE REBEE
HHEE  RERELA
BRERE RiRE  BEIRERE

hA& RitEE (&) (H i) (& i) 2EFE B

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

T TEn TEn TiEn TEn T TEn

As at 1 January 2017 R-T—+5-A-B 21,303 771,104 2193 (3519) - (747,955) 374

Loss for the year ERNER = = = = = (123,599) (123,599)
Other comprehensive loss for  EREM2EEE

the year, net of income tax ~~ 2HBAEH = = = (12,136) = - (12,136)
Reclassiication adjustments ~ BETEHESREEZ

relating to avallable-forsale  EH A EHE

financial assets - - - 13,868 - - 13,868
Total comprehensive income/ N2 A4,/

(loss) for the year (BR)eg = = = 1732 = (123,599) (121,861)
Share options lapsed BREAH = = 2199) = = 2193 =
Placing RE 2,700 28,920 - - - = 31,620
Placing expenses RERY = (049) - — — - (049)
As at 31 December 2017 and  R-E—1%

1 January 2018 +ZA=+-Ak

R-2-N\5-5-8 24,023 799675 - (1786 - (869,355 W43
New adoption of HKFRS 9 MTRA AR B a5 2]

£0%; = = = 786 (3,121) 133 =
Restated balance at Z-\E-f

1 January 2018 iﬂ%é@ 24,023 799,675 = = (3,121) (868,020) (47443
Loss for the year EnEE = = = = = (59,654) (59,654)
Other comprehensive loss for  FREMZAEE

the year, net of income tax ~~ 2ARMER = = - - (44,240) - (44,240)
Total comprehensive loss for N2 EMNE/(B#E)

the year ek - - - - (44,240) (59,654) (103,8%)
Righ issue R 12,011 30028 - - - - 1,09
Right issue expenses A% = (1661) = = = = (1,661)
Plcing BE 207 3603 - - - - 10810
Placing expenses RERX - (346) - - - - (346)
As at 31 December 2018 ~ R=Z-NE+Zf

=t-H 43,241 831,299 = = (47,361) (927,674) (100,495)
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Notes:

(i)

(i)

Consolidated Statement of Changes in Equity

GAMNBEDE

For the year ended 31 December 2018 HZE—_T—N\F+_A=1+—HILFE

Share option reserve relates to share options granted under the
Company’s share option scheme and which are reclassified to
share capital and share premium when the share options were
exercised, and to accumulated losses when the share options
were lapsed or expired.

Available-for-sale financial assets equity reserve relates to the
cumulative gains or losses arising on the change in fair values
of available-for-sale financial assets that have been recognised in
other comprehensive income, net of amounts reclassified to profit
or loss when those financial assets are disposed or impaired.

Upon initial application of HKFRS 9, financial assets at FVTOCI
reserve replace the available-for-sale financial assets equity
reserve for the cumulative gains or losses arising on the change
in fair value of financial assets at FVTOCI that have been
recognised in other comprehensive income and net of amounts
reclassified to accumulated losses reserve when those financial
assets are disposed.

The accompany notes form an integral part of these consolidated
financial statements.

(i)

(i

(ii)

BREMEBDERBARABRETIRLZ
BRIEAR aXNBREETESEEFIES
P A e B £ ek M8 S I P AR Ok AR R JE W B B
MOREREER -

AftHEeREERaRFEEIHEESRE
EZAABEESMESLRFWRENER(BR
HEEFHSREERBESHRBERENR S
BERR e BENEME2Em K EER) B[ -

RERXEREEHBHREEAFIRE - BIRE
EHARERBRANEBEIKEZEREEZR
ABELZHMELRFRENBR(CRINEKE
HEeRmEERLERENDOBRERGFERRAE
ZERERNEMEEKRGERR) REMEHEHKES
REARBEIRZEHEERBERKAHH
EEMEERDFE -

Ba bl < B i Rt B4R B M IS R 2 — #8140 o
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Consolidated Statement of Cash Flows
mERERER

For the year ended 31 December 2018 HE—T—N\E+_-_A=1+—HILFE

2018 2017

—E-N\F Tt F

Notes HK$’000 HK$'000
it &t THER FHET

Cash flows from operating activities EZE¥BcRERE

Bank interest income received B R 1T A B A 3 30
Proceeds from sale of financial assets at HENEZRZAABEEZ

fair value through profit or loss SRHEEZMBNE - 13,365
Cash payments to acquire financial WERESREAABEIEZ

assets at fair value through profit or CREEZHRE&NA

loss = (12,790)
Cash payments to employees KTYREREZHEEHE (23,910) (15,647)
Cash payments to other suppliers BTHEMEER 2R EHIE (36,311) (33,650)
Interest received from available-for-sale Al HE S EE E 2 2 W FH &

financial assets = 1,400
Net cash used in operating activities REEEL£BFARLTHE (60,218) (47,292)

Cash flows from investing activity REZFEHzHLAE

Purchase of property, plant and BEVE BERR

equipment = (1,001)
Proceed from disposal of HEEMBREEEMSRE

other tangible assets 16,000 -
Net cash inflow/(outflow) from REZFHZ2HERA/

investing activity (RE) 38 16,000 (1,001)

Cash flows from financing activities BMEZBHZEEARE

Proceeds from placing fid & BT 15 5 0E 10,810 31,620
Placing expenses RERX (346) (949)
Proceeds from rights issue received in 12 AT YR 2 £ i% BT 15 3K 38

advance = 42,039
Rights issue expenses paid in advance 2 AT 1 2 A FI 3% - (1,661)
Repayment for obligations under finance &% &l &0 & & &

leases 26 (1,629) (526)
Proceeds from short-term loans BHERZABRIE 24 2,500 8,170
Repayment of short-term loans 15 EEHER (1,500) =
Interest paid RENE S, (300) (3,007)
Net cash inflow from financing METHIRERAFE

activities 9,535 75,686
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Consolidated Statement of Cash Flows
KERERER
For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

2018 2017

—E-N\F —E—+tF

Notes HK$’000 HK$'000
i 5# FTHET FEL

Net (decrease)/increase in cash and RERRLZEER L), &M

bank balances FHE (34,683) 27,393
Cash and bank balances at the FOAZRERRITEE
beginning of the year 34,794 7,401

Cash and bank balances at the end FRZEERETEE
of the year 111 34,794

Analysis of the balances of cash and BE&RBITEB 2B DI
bank balances
Cash and bank balances e RIRITE % 111 34,794

The accompany notes form an integral part of these consolidated BEMf 2 M E A ERAEMBHRR 22— 215D °
financial statements.
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Notes to Consolidated Financial Statements
e BmERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

1.

CORPORATE INFORMATION

The Company was incorporated as an exempted company
with limited liability in the Cayman lIslands on 28 June
2002 under the Companies Law, Cap. 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman lIslands. Its
substantial shareholder is CCM Financial Corporation, a
company incorporated in the British Virgin Islands.

The principal activity of the Group is investment in listed and
unlisted companies. Particulars of the subsidiaries are set out
in Note 39 to the consolidated financial statements.

The address of the registered office of the Company is Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman
KY1-1111, Cayman Islands. The address of its principal
place of business is 16/F., Guangdong Finance Building, 88
Connaught Road West, Hong Kong.

The shares of the Company were listed on Main Board of
The Stock Exchange of Hong Kong Limited (the “Stock
Exchange”) with effect from 27 September 2002.

SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES
(a) Statement of Compliance
The consolidated financial statements have been
prepared in accordance with HKFRSs, which is a
collective term that includes all applicable individual
HKFRSs, Hong Kong Accounting Standards (“HKASs”)
and Interpretations issued by the HKICPA, and
accounting principles generally accepted in Hong Kong.
In addition, the consolidated financial statements also
comply with the applicable disclosure provisions of the
Rules Governing the Listing of Securities on the Stock
Exchange (the “Listing Rules”) and the Hong Kong
Companies Ordinance.

These consolidated financial statements are presented
in Hong Kong dollars, which is also the functional
currency of the Company. All values are rounded to
the nearest thousand (HK$'000) except otherwise
indicated.
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a)

(b)

Statement of Compliance (Continued)

The preparation of consolidated financial statements
in conformity with HKFRSs requires the use of
certain critical accounting estimates. It also requires
management to exercise its judgment in areas where
assumptions and estimates are significant to the
consolidated financial statements, are discussed in
Note 4.

Basis of Preparation

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

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

Fair value is the price that would be received to sell
an asset or paid to transfer a liability in an orderly
transaction between market participants at the
measurement date, regardless of whether that price
is directly observable or estimated using another
valuation technique. In estimating the fair value of
an asset or a liability, the Group takes into account
the characteristics of the asset or liability if market
participants would take those characteristics into
account when pricing the asset or liability at the
measurement date. Fair value for measurement and/
or disclosure purposes in these consolidated financial
statements is determined on such a basis, except for
share-based payment transactions that are within the
scope of HKFRS 2, leasing transactions that are within
the scope of HKAS 17, and measurements that have
some similarities to fair value but are not fair value,
such as net realisable value in HKAS 2 or value in use
in HKAS 36.

2. FEETHERMEE)

(a)

(b)

EREHE)

ERAETATEVBREEN 2R H
BRRE - TERE TRRS M -
ERENTACESREEEMBEREME
BERZEBR LG EFLHE -
B Rwm it B4

mEEE

RAMBRRABERDERE
T XEFBERMER ETE/mTA
REZBMPRBAREBEERD -

BERA-—REEIBEREREH
FZREZARBEFE -

ARABEANRTERMRTSE2EEY
B2BFRHHE—REEMMKREHK
HE-RAEMANZER  MTH
ZEREBANERABERNERS—
BAEERDGE - MHH2EERTE
FHHEEXRRTEREEREEN
BEZEH  AAKRERGEFEERE
BZARBEREEEZSTRA - &F
FAPBHRRDEFER RREMRE
ZARBETVZUEEETE - ETERE
BERBMBREENE2RBERN 2N
BOAERINRRS  BELBGE
AR EEcHEXSG R BRAREE
BOBLUELTIEARBEZFE (A
BR G ENER 2T ERFELE
B ETENEIR 2EREE) -
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HEZE-_E—\F+-_A=+—HILFE

2. SUMMARY OF SIGNIFICANT 2. FESHHRUE(E)

ACCOUNTING POLICIES (CONTINUED)

(b) Basis of Preparation (Continued) (b) wmHEEE(E)
In addition, for financial reporting purposes, fair AN - B mEmE - A AEER
value measurements are categorised into Level 1, EVHASBZUBEREERAAEE
2 or 3 based on the degree to which the inputs to AECZBMARBHARECSEEN A
the fair value measurements are observable and the AREBEEAENSIHEREIR  F2RHE
significance of the inputs to the fair value measurement 3 - BT
in its entirety, which are described as follows:
. Level 1 inputs are quoted prices (unadjusted) in . B ASBEIEEERT =2

active markets for identical assets or liabilities RERESE@BHAREENEBE
that the entity can access at the measurement RIERMIGFFIHR s AEHEE
date; 1%

2B A BB IR FARFTAZ
BEN REEXBBEEERKMHE
BEANBERZBABE &

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

. Level 3 inputs are unobservable inputs for the . FIWMABBNEERBE 2T
asset or liability. AT R A B, o
Going Concern FHEEE

For the year ended 31 December 2018, the Group
incurred a loss of approximately HK$59,654,000
(2017: approximately HK$123,593,000) and a net cash
outflow from operating activities of approximately
HK$60,218,000 (2017: approximately HK$47,292,000).
As at 31 December 2018, the Group had net current
liabilities of approximately HK$123,975,000 (2017: net
current liabilities of approximately HK$49,332,000
and net liabilities of approximately HK$100,495,000
(2017: net assets of approximately HK$47,443,000). In
addition, the Group’s promissory notes with interest
payables of approximately HK$124,692,000 as at
31 December 2018 will be due on 2019 and 2020
respectively.
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Notes to Consolidated Financial Statements
A ERRM

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT 2. FESHHEHME(E)
ACCOUNTING POLICIES (CONTINUED)
(b) Basis of Preparation (Continued) (b) #mHE%E(E)
Going Concern (Continued) FFEAAE(E)

These conditions indicate the existence of a material
uncertainty that might cast significant doubt about
the Group’s ability to continue as a going concern
and therefore the Group may be unable to realise the
Group’s assets and discharge the Group’s liabilities in
the normal course of business.

In view of such circumstances, the directors of the
Company have been undertaking certain measures
to improve the Group’s liquidity and performance of
the Group and its available sources of financing in
assessing whether the Group will be able to repay the
outstanding promissory notes and interest payables
and be able to finance its future working capital and
finance requirements. Certain measures have been
taken to manage its liquidity needs and to improve its
financial position which include, but are not limited to,
the following:

1. The Group will seek to obtain additional financing
by means of including but not limited to rights
issue, open offer and placing of the new shares.

2. The Group will implement operation plans to
control costs and generate adequate cash flows
from the Group’s operations.

BERREESHR AR 20185F 99
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(b) Basis of Preparation (Continued)
Going Concern (Continued)

Whilst the Group is taking measures to preserve cash
and secure additional finance, the following material
uncertainties exist:

1. The Group may not be able to obtain the financial
support. The Group’s ability to successfully
obtain additional financing is dependent upon the
future performance of the Group.

2. The operation plans to control costs and
generate adequate cash flow from operations
may not be effectively implemented and future
performance and cash flows in respect of
operating activities may not be in line with the
assumptions. The achievability of the plans is
dependent upon the market environment, which
is expected to remain challenging in the near
future.

These facts and circumstances indicate the existence
of multiple material uncertainties which may cast
significant doubt on the Group’s ability to continue
as a going concern and therefore it may be unable
to realise its assets and discharge its liabilities in the
normal course of business.

2. FEETHERBMEE)

(b)
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Notes to Consolidated Financial Statements
A ERRM

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT 2. FESHHRUEE)
ACCOUNTING POLICIES (CONTINUED)
(b) Basis of Preparation (Continued) (b) RBEEZE(E)

Going Concern (Continued)

The directors of the Company have reviewed the
Group’s cash flow projections prepared by the
management. The cash flow projections cover a
period of not less than twelve months from the end
of the reporting period. The directors of the Company
are of the opinion that, taking into account the
abovementioned plans and measures, the Group would
have sufficient working capital to finance its operations
and to meet its financial obligations as and when they
fall due within the next twelve months from the end of
the reporting period. Accordingly, the directors of the
Company are of the opinion that it is appropriate to
prepare the consolidated financial statements for the
year ended 31 December 2018 on a going concern
basis.

Should the Group be unable to continue to operate as
a going concern, adjustments would have to be made
to write down the value of assets to their recoverable
amounts, to provide for further liabilities which might
arise and to reclassify non-current assets and non-
current liabilities as current assets and current liabilities
respectively. The effect of these adjustments has not
been reflected in the consolidated financial statements.

BRREESERAT 2018F 3
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZE_—ZF

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(c)

Basis of Consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities
controlled by the Company (its subsidiaries). Control is

achieved when the Company:

° has power over the investee;

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

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

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

When the Group has less than a majority of the voting
rights of an investee, it has power over the investee
when the voting rights are sufficient to give it the
practical ability to direct the relevant activities of the
investee unilaterally. The Group considers all relevant
facts and circumstances in assessing whether or not
the Group’s voting rights in an investee are sufficient
to give it power, including:

o the size of the Group’s holding of voting rights
relative to the size and dispersion of holdings of
the other vote holders;

° potential voting rights held by the Group, other
vote holders or other parties;

° rights arising from other contractual
arrangements; and
° any additional facts and circumstances that

indicate that the Group has, or does not
have, the current ability to direct the relevant
activities at the time that decisions need to
be made, including voting patterns at previous
shareholders’ meetings.

=MGEar = F)=r — (Bl e 4

2. FEETHERBMEE)

(c)
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(c)

Basis of Consolidation (Continued)

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting
policies into line with the Group’s accounting policies.

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

Changes in the Group’s Ownership Interests in
Existing Subsidiaries

Changes in the Group’s ownership interests in
subsidiaries that do not result in the Group losing
control over the subsidiaries are accounted for as
equity transactions. The carrying amounts of the
Group’s interests and the non-controlling interests are
adjusted to reflect the changes in their relative interests
in the subsidiaries. Any difference between the amount
by which the non-controlling interests are adjusted and
the fair value of the consideration paid or received is
recognised directly in equity and attributed to owners
of the Company.
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Notes to Consolidated Financial Statements
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For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(c)

104

Basis of Consolidation (Continued)

Changes in the Group’s Ownership Interests in
existing subsidiaries (Continued)

When the Group loses control of a subsidiary, a gain
or loss is recognised in profit or loss and is calculated
as the difference between (i) the aggregate of the fair
value of the consideration received and the fair value
of any retained interest and (ii) the previous carrying
amount of the assets (including goodwill), and liabilities
of the subsidiary and any non-controlling interests. All
amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for
as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified
to profit or loss or transferred to another category of
equity as specified/permitted by applicable HKFRSs).
The fair value of any investment retained in the former
subsidiary at the date when control is lost is regarded
as the fair value on initial recognition for subsequent
accounting under HKAS 39 or, when applicable,
the cost on initial recognition of an investment in an
associate or a joint venture.
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Notes to Consolidated Financial Statements
A ERRM

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT 2. FESTHTHEME(E)
ACCOUNTING POLICIES (CONTINUED)

(d) Business Combination (d) £¥&& 6

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

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

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

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree
or share-based payment arrangements of the
Group entered into to replace share-based
payment arrangements of the acquiree are
measured in accordance with HKFRS 2 Share-
based Payment at the acquisition date; and

° assets (or disposal groups) that are classified as
held for sale in accordance with HKFRS 5 Non-
current Assets Held for Sale and Discontinued
Operations are measured in accordance with that
standard.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZE_—ZF

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(d) Business Combination (Continued)

I 106

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

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the entity’s net assets in the event of
liquidation may be initially measured either at fair value
or at the non-controlling interests’ proportionate share
of the recognised amounts of the acquiree’s identifiable
net assets. The choice of measurement basis is made
on a transaction-by-transaction basis. Other types of
non-controlling interests are measured at fair value
or, when applicable, on the basis specified in another
HKFRS.

When the consideration transferred by the Group
in a business combination includes assets or
liabilities resulting from a contingent consideration
arrangement, the contingent consideration is measured
at its acquisition-date fair value and included as
part of the consideration transferred in a business
combination. Changes in the fair value of the
contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively, with
the corresponding adjustments against goodwill.
Measurement period adjustments are adjustments that
arise from additional information obtained during the
measurement period about facts and circumstances
that existed at the acquisition date. Measurement
period cannot exceed one year from the acquisition
date.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(d) Business Combination (Continued)

The subsequent accounting for changes in the fair
value of the contingent consideration that do not
qualify as measurement period adjustments depends
on how the contingent consideration is classified.
Contingent consideration that is classified as equity
is not remeasured at subsequent reporting dates and
its subsequent settlement is accounted for within
equity. Contingent consideration that is classified as
an asset or a liability is remeasured at subsequent
reporting dates in accordance with HKAS 39, or HKAS
37 Provisions, Contingent Liabilities and Contingent
Assets, as appropriate, with the corresponding gain or
loss being recognised in profit or loss.

When a business combination is achieved in stages,
the Group’s previously held equity interest in the
acquiree is remeasured to its acquisition-date fair value
and the resulting gain or loss, if any, is recognised
in profit or loss. Amounts arising from interests in
the acquiree prior to the acquisition date that have
previously been recognised in other comprehensive
income are reclassified to profit or loss where such
treatment would be appropriate if that interest were
disposed of.

If the initial accounting for a business combination is
incomplete by the end of the reporting period in which
the combination occurs, the Group reports provisional
amounts for the items for which the accounting is
incomplete. Those provisional amounts are adjusted
during the measurement period, or additional assets
or liabilities are recognised, to reflect new information
obtained about facts and circumstances that existed at
the acquisition date that, if known, would have affected
the amounts recognised at that date.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(e)

(f)

Goodwill

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

For the purposes of impairment testing, goodwill is
allocated to each of the Group’s cash-generating units
(“CGUs") (or groups of CGUs) that is expected to
benefit from the synergies of the combination.

A CGU to which goodwill has been allocated is tested
for impairment annually, or more frequently when there
is an indication that the unit may be impaired. If the
recoverable amount of the CGU is less than its carrying
amount, the impairment loss is allocated first to reduce
the carrying amount of any goodwill allocated to the
unit and then to the other assets of the unit pro rata
based on the carrying amount of each asset in the
unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss recognised
for goodwill is not reversed in subsequent periods.

On disposal of the relevant CGU, the attributable
amount of goodwill is included in the determination of
the profit or loss on disposal.

Investments in Associates

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

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(f)

Investments in Associates (Continued)

The results and assets and liabilities of associates are
incorporated in these consolidated financial statements
using the equity method of accounting, except when
the investment, or a portion thereof, is classified as
held for sale, in which case it is accounted for in
accordance with HKFRS 5. Under the equity method,
an investment in an associate is initially recognised
in the consolidated statement of financial position at
cost and adjusted thereafter to recognise the Group’s
share of the profit or loss and other comprehensive
income of the associate. When the Group’s share of
losses of an associate exceeds the Group’s interest in
that associate (which includes any long-term interests
that, in substance, form part of the Group’s net
investment in the associate), the Group discontinues
recognising its share of further losses. Additional losses
are recognised only to the extent that the Group has
incurred legal or constructive obligations or made
payments on behalf of the associate.

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

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

1 110

(f)

Investments in Associates (Continued)

The requirements of HKAS 39 are applied to determine
whether it is necessary to recognise any impairment
loss with respect to the Group’s investment in an
associate. When necessary, the entire carrying amount
of the investment (including goodwill) is tested for
impairment in accordance with HKAS 36 Impairment of
Assets as a single asset by comparing its recoverable
amount (higher of value in use and fair value less costs
of disposal) with its carrying amount. Any impairment
loss recognised forms part of the carrying amount of
the investment. Any reversal of that impairment loss
is recognised in accordance with HKAS 36 to the
extent that the recoverable amount of the investment
subsequently increases.

The Group discontinues the use of the equity method
from the date when the investment ceases to be an
associate, or when the investment is classified as held
for sale. When the Group retains an interest in the
former associate and the retained interest is a financial
asset, the Group measures the retained interest at
fair value at that date and the fair value is regarded
as its fair value on initial recognition in accordance
with HKAS 39. The difference between the carrying
amount of the associate at the date the equity method
was discontinued, and the fair value of any retained
interest and any proceeds from disposing of a part
interest in the associate is included in the determination
of the gain or loss on disposal of the associate. In
addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation
to that associate on the same basis as would be
required if that associate had directly disposed of the
related assets or liabilities. Therefore, if a gain or loss
previously recognised in other comprehensive income
by that associate would be reclassified to profit or
loss on the disposal of the related assets or liabilities,
the Group reclassifies the gain or loss from equity to
profit or loss (as a reclassification adjustment) when
the equity method is discontinued.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(f)

(9)

Investments in Associates (Continued)

The Group continues to use the equity method when
an investment in an associate becomes an investment
in a joint venture or an investment in a joint venture
becomes an investment in an associate. There is no
remeasurement to fair value upon such changes in
ownership interests.

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

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

Property, Plant and Equipment

Property, plant and equipment including leasehold
improvement, furniture and fixtures, office equipment,
computer and motor vehicles, are stated in the
consolidated statement of financial position at cost,
less subsequent accumulated depreciation and
subsequent accumulated impairment losses, if any. The
cost of an item of property comprises its purchase
price and any directly attributable costs of bringing
the assets to its location and working condition for its
intended use. Expenses incurred after item of property,
plant and equipment have been put into operation,
such as repair and maintenance, is normally charged
to the consolidated statement of profit or loss and
other comprehensive income in the period in which
it is incurred. In situation where it can be clearly
demonstrated that the expenditure has resulted in an
increase in the future economic benefits expected to
be obtained from the use of an item of property, plant
and equipment and where the cost of the item can be
measured reliably, the expenditure is capitalised as an
additional cost of assets and as a replacement.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

“' 112

(9)

(h)

Property, Plant and Equipment
(Continued)

Depreciation is calculated on the straight-line method
basis to write off the cost of each item of property,
plant and equipment to its residual value over its
estimated useful lives. The principal annual rates used
for the purpose are as follows:

Leasehold improvement 33%
Furniture and fixtures 10-50%
Office equipment 20%
Computer 50%
Motor vehicles 20%
Where parts of an item of property, plant and

equipment have different useful lives, the cost of that
item allocated on a reasonable basis among the parts
and each part is depreciated separately.

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

An item of property, plant and equipment is
derecognised upon disposal
economic benefits are expected to arise from the
continued use of the asset. Any gain or loss on the
disposal or retirement of an item of property, plant and
equipment is determined as the difference between the
sales proceeds and the carrying amount of the asset
and is recognised in profit or loss.

or when no future

Art Works and Diamonds

Art works and diamonds are stated at cost less
accumulated impairment loss.

Art works and diamonds are derecognised upon
disposal. Any gain or loss arising on derecognition of
the asset (calculated as the difference between the net
disposal proceeds and the carrying amount of the item)
is included in the profit or loss in the period in which
the item is derecognised.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments

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

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are
initially measured in accordance with HKFRS 15 since
1 January 2018. Transaction costs that are directly
attributable to the acquisition or issue of financial
assets and financial liabilities (other than financial
assets at fair value through profit or loss) are added to
or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets at fair value through profit or loss
are recognised immediately in profit or loss.

The effective interest method is a method of calculating
the amortised cost of a financial asset or financial
liability and of allocating interest income and interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future
cash receipts and payments (including all fees and
points paid or received that form an integral part of
the effective interest rate, transaction costs and other
premiums or discounts) through the expected life
of the financial asset or financial liability, or, where
appropriate, a shorter period, to the net carrying
amount on initial recognition.

Interest and dividend income which are derived from
the financial assets and shareholders’ rights are
presented as other revenue and other income.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZE_—ZF

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

" 114

(i)

Financial Instruments (Continued)
Financial Assets

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance
with transition in note 3)

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

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

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

Amortised cost and interest income

The amortised cost of a financial asset is the amount
at which the financial asset is measured at initial
recognition minus the principal repayments, plus the
cumulative amortization using the effective interest
method of any difference between that initial amount
and the maturity amount, adjusted for any loss
allowance.

The effective interest method is a method of calculating
the amortised cost of debt instrument and of allocating
interest income over the relevant period.

The effective interest rate is the rate that exactly
discounts estimated future cash receipts (including
all fees paid or received that form an integral part of
the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of
the debt instrument, or, where appropriate, a shorter
period, to the gross carrying amount of the debt
instrument on initial recognition.
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance
with transition in note 3) (Continued)

Amortised cost and interest income (Continued)

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

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

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

o the contractual terms give rise on specified
dates to cash flows that are solely payments of
principal and interest on the principal amount
outstanding.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance
with transition in note 3) (Continued)

All other financial assets are subsequently measured
at FVTPL, except that at the date of initial application/
initial recognition of a financial asset the Group may
irrevocably elect to present subsequent changes in
fair value of an equity investment in OCI if that equity
investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business
combination to which HKFRS 3 Business Combinations
applies.

A financial asset is classified as held for trading if:

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

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

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

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

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 in accordance with transition in note 3)

The Group recognises a loss allowance for expected
credit losses (“ECL’) on financial assets which are
subject to impairment under HKFRS 9 (including
deposits, other receivables, cash and bank balances).
The amount of ECL is updated at each reporting period
to reflect changes in credit risk since initial recognition.

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

The Group measures the loss allowance equal to
12m ECL, unless when there has been a significant
increase in credit risk since initial recognition, the
Group recognises lifetime ECL. The assessment of
whether lifetime ECL should be recognised is based on
significant increases in the likelihood or risk of a default
occurring since initial recognition.

2.

AR B BT AR M A
ETEFTBRBE )
(i) =MITHEGE
EHEER)

BRREESERAT 2018F 3

R E 2 B8 (KRR KT i 3P it 2B R
LZHERAE B &R EIFRK)

AEBESH BB BY B RELERFOR &
BARRETRENSREE (BERSE -
Hih EWRIE - RE MIRITHER) TR
HEEBR(EHAEERRDERE
BEE BAHREEERNZERNESE
BEBBHTIAEH - ARBBVIRER
UNREERBEES -

EHEREEREENERETAES
SUABREMAAENENEHMER
MEMEEER - AR T-EAEH
EEBER(T_EABBEEERDA
EEBR®E A HE @ AR L%
EMENEHMERN Y 2 MEME
EEE RHACEEREREASEB
EEEBERKRETHHE  AREE
BABERE  —REBEMRARRERE
B HA & = AT B R BRAR O TERI 9 R
e -

AEEFERT_EARYREEHES
BOERBRE  RIFETIRHERARE
ERRCDARBEN - AARERERZH
BEHREEEE - FHESEREILHE
HEEBE DERBTARERELR
BRI ATRE M B R B 2 S KRR AN e

117



Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 in accordance with transition in note 3)
(Continued)

Significant increase in credit risk

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

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

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

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

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

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

2.
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Notes to Consolidated Financial Statements

AR B BT AR M A

For the year ended 31 December 2018 BE—_ZT—N\E+_-_A=+—HIEE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 in accordance with transition in note 3)
(Continued)

Significant increase in credit risk (Continued)

o an actual or expected significant adverse change
in the regulatory, economic, or technological
environment of the debtor that results in a
significant decrease in the debtor’s ability to meet
its debt obligations.

Irrespective of the outcome of the above assessment,
the Group presumes that the credit risk has increased
significantly since initial recognition when contractual
payments are more than 30 days past due, unless the
Group has reasonable and supportable information that
demonstrates otherwise.

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

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 in accordance with transition in note 3)
(Continued)

Definition of default

The Group considers the following as constituting an
event of default for internal credit risk management
purposes as historical experience indicates that
receivables that meet either of the following criteria are
generally not recoverable:

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

o information developed internally or obtained from
external sources indicates that the debtor is likely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held
by the Group).

The Group considers that default has occurred when
the instrument is more than 90 days past due unless
the Group has reasonable and supportable information
to demonstrate that a more lagging default criterion is
more appropriate.

2.
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Notes to Consolidated Financial Statements
A ERRM

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT 2. FESHHRUE(E)
ACCOUNTING POLICIES (CONTINUED)
() Financial Instruments (Continued) () =MITA(E)
Financial Assets (Continued) THEE(F)

Impairment of financial assets (upon application of

HKFRS 9 in accordance with transition in note 3)
(Continued)

Credit-impaired financial assets

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

(@)

significant financial difficulty of the issuer or the
borrower;

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

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

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

the disappearance of an active market for that
financial asset because of financial difficulties.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

, 122

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 in accordance with transition in note 3)
(Continued)

Write-off policy

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

Measurement and recognition of ECL

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

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

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (upon application of
HKFRS 9 in accordance with transition in note 3)
(Continued)

Measurement and recognition of ECL (Continued)

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

. Nature of financial instruments (i.e. the Group’s
trade and other receivables and amounts due
from customers are each assessed as a separate
group. Loans to related parties are assessed for
expected credit losses on an individual basis);

o Past-due status;
o Nature, size and industry of debtors; and
o External credit ratings where available.

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

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

The Group recognises an impairment gain or loss in
profit or loss for all financial instruments by adjusting
their carrying amount, with the exception of trade
receivables where the corresponding adjustment is
recognised through a loss allowance account.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018)

Financial assets are classified into the following
specified categories: financial asset at FVTPL, AFS
financial assets and loans and receivables. The
classification depends on the nature and purpose of
the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales
of financial assets are recognized and derecognised
on a trade date basis. Regular way purchase or sales
are purchases or sales of financial assets that require
delivery of assets within the time frame established by
regulation or convention in the marketplace.

Financial assets at FVTPL

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

A financial asset is classified as held for trading if:

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

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

° it is a derivative that is not designated and
effective as a hedging instrument.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018) (Continued)

Financial assets at FVTPL (Continued)

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

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

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

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

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in the consolidated income statements
excludes any dividend or interest earned on the
financial assets and is included in the other revenue line
item. Fair value is determined in the manner described
in note 5 to the financial statements.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018) (Continued)

Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated as available-for-sale or are
not classified as loans and receivables or financial
assets at FVTPL.

Available-for-sale debt security that do not have a
quoted market price in an active market and whose
fair value cannot be reliably measured are measured at
cost less any identified impairment losses at the end
of each reporting period.

Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Subsequent to
initial recognition, loans and receivables (including
trade receivables, deposits paid, other receivables,
loan receivables, time deposits and cash and bank
balances) are measured at amortised cost using the
effective interest method, less any impairment.

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

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018)

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

For available-for-sale equity investments, a significant
or prolonged decline in the fair value of the security
below its cost is considered to be objective evidence
of impairment.

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

o significant financial difficulty of the issuer or
counterparty; or

° breach of contract, such as a default or
delinquency in interest or principal payments; or

° it becoming probable that the borrower will enter
bankruptcy or financial re-organisation; or

o the disappearance of an active market for that
financial asset because of financial difficulties.

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

TEETHERBMEE)

() &WMIAE(E)
SHEEE)

EHEERER-_FE-NF—HA—HE
& BB & R E 9 AT)

EREEMNBEREREAAEBEIEKE
BRINERZE2RMRIELEHRE
PR - ERTHEBRBLIRE 2R
REEREANNFERETHEER
BEZ-BAHAZHEMMITER - %
EREESRERBIRE -

RARHERSREMNS RRENAQ
ARBERNBHRFATHREEKALTE
RERBENTEERE -

HABEREE  REZTBRETE
1

. BOIAIRZGHETFHRABENS
g X

. BOWREBBRHLXES
SERE"

9

s [ERARAAESESWESE

=]
THBEM %K

. AMBEREMERZeMEERX
EEBTE e

PIREHEA AT EREENS © C
BRANREBESEAZEERBDRE
B ARRRERENRERZEHE
ENRTERMNEFTE) 2ENEHE -

BRREESERAT 2018F 3 127



Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

I 128

Financial Instruments (Continued)
Financial Assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

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

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

When an available-for-sale financial asset is considered
to be impaired, cumulative gains or losses previously
recognised in other comprehensive income are
reclassified to profit or loss in the period.

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

In respect of available-for-sale debt security,
impairment losses are subsequently reversed through
profit or loss if an increase in the fair value of the
investment can be objectively related to an event
occurring after the recognition of the impairment loss.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

Financial Instruments (Continued)
Financial Liabilities and Equity Instruments
Classification as debt or equity

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

Equity instruments

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

Repurchase of the Company’s own equity instruments
is recognised and deducted directly in equity. No gain
or loss is recognised in profit or loss on the purchase,
sale, issue or cancellation of the Company’s own equity
instruments.

Financial liabilities

Financial liabilities are classified as other financial
liabilities.

Other financial liabilities

Other financial liabilities (including accrued charges
and other payables, short-term loans, obligations under
finance leases, amounts due to directors, amounts
due to a related company and promissory notes) are
subsequently measured at amortised cost, using the
effective interest method.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

, 130

Financial Instruments (Continued)

Financial Liabilities and Equity Instruments
(Continued)

Effective interest method

The effective interest method is a method of calculating
the amortised cost of a financial liability and of
allocating interest expense over the relevant period. The
effective interest rate is the rate that exactly discounts
estimated future cash payments (including all fees and
points paid or received that form an integral part of
the effective interest rate, transaction costs and other
premiums or discounts) through the expected life of
the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.

Interest expense is recognised on an effective interest
basis.

Derecognition

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

On derecognition of a financial asset measured at
amortised cost, the difference between the asset’s
carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(i)

(i)

Financial Instruments (Continued)
Derecognition (Continued)

On derecognition of a financial asset other than in
its entirety, the Group allocates the previous carrying
amount of the financial asset between the part it
continues to recognise, and the part it no longer
recognises on the basis of the relative fair values
of those parts on the date of the transfer. The
difference between the carrying amount allocated to
the part that is no longer recognised and the sum
of the consideration received for the part no longer
recognised and any cumulative gain or loss allocated
to it that had been recognised in other comprehensive
income is recognised in profit or loss. A cumulative
gain or loss that had been recognised in other
comprehensive income is allocated between the part
that continues to be recognised and the part that is
no longer recognised on the basis of the relative fair
values of those parts.

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

Cash and Bank Balances

For the purpose of the consolidated statement of
cash flows, cash and bank balances comprise cash
at banks and on hand, demand deposits with banks
and other financial institutions, and short-term, highly
liquid investments which are readily convertible into
known amounts of cash and which are subject to
an insignificant risk of changes in value, and have a
short maturity of generally within three months when
acquired, less bank overdrafts which are repayable on
demand and form an integral part of the Group’s cash
management.
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Notes to Consolidated Financial Statements

ARB B IS AR M A

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT

ACCOUNTING POLICIES (CONTINUED)

(k) Revenue Recognition

Revenue from Contracts with Customers (Upon
Application of HKFRS 15 in Accordance with
Transitions in Note 3)

Under HKFRS 15, the Group recognises revenue
when (or as) a performance obligation is satisfied, i.e.
when “control” of the goods or services underlying the
particular performance obligation is transferred to the
customer.

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

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

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

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

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

Otherwise, revenue is recognised at a point in time
when the customer obtains control of the distinct good
or service.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(k) Revenue Recognition (Continued)

Revenue from Contracts with Customers (Upon
Application of HKFRS 15 in Accordance with
Transitions in Note 3) (Continued)

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

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

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

For contracts that contain more than one performance
obligations, the Group allocates the transaction price to
each performance obligation on a relative stand-alone
selling price basis.

The stand-alone selling price of the distinct good
or service underlying each performance obligation
is determined at contract inception. It represents
the price at which the Group would sell a promised
good or service separately to a customer. If a stand-
alone selling price is not directly observable, the
Group estimates it using appropriate techniques
such that the transaction price ultimately allocated
to any performance obligation reflects the amount of
consideration to which the Group expects to be entitled
in exchange for transferring the promised goods or
services to the customer.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(k) Revenue Recognition (Continued)

134

Revenue from Contracts with Customers (Upon
Application of HKFRS 15 in Accordance with
Transitions in Note 3) (Continued)

Principal Versus Agent

When another party is involved in providing goods or
services to a customer, the Group determines whether
the nature of its promise is a performance obligation
to provide the specified goods or services itself (i.e.
the Group is a principal) or to arrange for those goods
or services to be provided by the other party (i.e. the
Group is an agent).

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

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

Revenue Recognitions (Before Application of
HKFRS 15 on 1 January 2018)

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

Revenue represents dividend income from securities
investments, bank interest income, other interest/
dividend income from financial assets and net gain/loss
on financial assets at FVTPL.
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Notes to Consolidated Financial Statements

AR B BT AR M A

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(k)

Revenue Recognition (Continued)

Revenue Recognitions (Before Application of
HKFRS 15 on 1 January 2018) (Continued)

Provided it is probable that the economic benefits will
flow to the Group and the revenue can be measured
reliably, revenue is recognised in the consolidated
statement of profit or loss and other comprehensive
income as follows:

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

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

Net gain/loss on financial assets at FVTPL is
recognised on the transaction dates when the
relevant contracts are executed.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

U]

Taxation

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

Current Tax

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

Deferred Tax

Deferred tax is recognised on temporary differences
between the carrying amounts of assets and liabilities
in the consolidated financial statements and the
corresponding tax bases used in the computation
of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences.
Deferred tax assets are generally recognised for all
deductible temporary differences to the extent that it
is probable that taxable profits will be available against
which those deductible temporary differences can be
utilised. Such deferred tax assets and liabilities are not
recognised if the temporary difference arises from the
initial recognition (other than in a business combination)
of assets and liabilities in a transaction that affects
neither the taxable profit nor the accounting profit. In
addition, deferred tax liabilities are not recognised if the
temporary difference arises from the initial recognition
of goodwill.
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

U]

Taxation (Continued)
Deferred Tax (Continued)

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

The carrying amount of deferred tax assets is reviewed
at the end of each reporting period and reduced to
the extent that it is no longer probable that sufficient
taxable profits will be available to allow all or part of
the asset to be recovered.
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Notes to Consolidated Financial Statements
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For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

U]

, 138

Taxation (Continued)
Deferred Tax (Continued)

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

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

For the purposes of measuring deferred tax liabilities
or deferred tax assets for investment properties that
are measured using the fair value model, the carrying
amounts of such properties are presumed to be
recovered entirely through sale, unless the presumption
is rebutted. The presumption is rebutted when the
investment property is depreciable and is held within
a business model whose objective is to consume
substantially all of the economic benefits embodied in
the investment property over time, rather than through
sale.

Current and Deferred Tax for the Year

Current and deferred tax are recognised in profit
or loss, except when they relate to items that are
recognised in other comprehensive income or directly
in equity, in which case, the current and deferred tax
are also recognised in other comprehensive income
or directly in equity respectively. Where current tax
or deferred tax arises from the initial accounting for a
business combination, the tax effect is included in the
accounting for the business combination.
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Notes to Consolidated Financial Statements
mEMEHRERME
For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE
2. SUMMARY OF SIGNIFICANT 2. FESTHEHME(E)
ACCOUNTING POLICIES (CONTINUED)
(m) BREE(BERIM RE

(m) Impairment of Tangible Assets other

than Goodwill

At the end of each reporting period, the Group reviews
the carrying amounts of its tangible assets to determine
whether there is any indication that those assets have
suffered an impairment loss. If any such indication
exists, the recoverable amount of the asset is estimated
in order to determine the extent of the impairment
loss, if any. When it is not possible to estimate the
recoverable amount of an individual asset, the Group
estimates the recoverable amount of the CGU to which
the asset belongs. When a reasonable and consistent
basis of allocation can be identified, corporate assets
are also allocated to individual CGUs, or otherwise they
are allocated to the smallest group of CGUs for which
a reasonable and consistent allocation basis can be
identified.

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

If the recoverable amount of an asset (or a CGU) is
estimated to be less than its carrying amount, the
carrying amount of the asset (or the CGU) is reduced
to its recoverable amount. An impairment loss is
recognised immediately in profit or loss.

When an impairment loss subsequently reverses, the
carrying amount of the asset (or CGU) is increased to
the revised estimate of its recoverable amount, but so
that the increased carrying amount does not exceed
the carrying amount that would have been determined
had no impairment loss been recognised for the asset
(or CGU) in prior years. A reversal of an impairment
loss is recognised immediately in profit or loss.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(n) Provisions

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

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

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

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(o)

Contingent Liabilities and Contingent
Assets

A contingent liability is a possible obligation that arises
from past events and whose existence will only be
confirmed by the occurrence or non-occurrence of one
or more uncertain future events not wholly within the
control of the Group. It can also be a present obligation
arising from past events that is not recognised because
it is not probable that outflow of economic resources
will be required or the amount of obligation cannot be
measured reliably.

A contingent liability is not recognised but is disclosed
in the notes to the consolidated financial statements.
When a change in the probability of an outflow occurs
so that outflow is probable, they will then be recognised
as a provision.

A contingent asset is a possible asset that arises from
past events and whose existence will be confirmed only
by the occurrence or non-occurrence of one or more
uncertain events not wholly within the control of the
Group.

A contingent asset is not recognised but is disclosed
in the notes to the consolidated financial statements
when an inflow of economic benefits is probable. When
inflow is virtually certain, an asset is recognised.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT

“' 142

ACCOUNTING POLICIES (CONTINUED)

(p) Employee Benefits

Retirement Benefits Scheme

The Group has participated in the Mandatory
Provident Fund Scheme (the “MPF Scheme”) under
the Mandatory Provident Fund Scheme Ordinance. The
assets of the MPF Scheme are held separately from
those of the Group in an independently administered
fund. The MPF Scheme is generally funded by
payments from employees and by the Group. The
Group’s contributions to the MPF Scheme are
expensed as incurred in accordance with the rules of
the MPF Scheme and are not reduced by contributions
forfeited by those employees who leave the MPF
Scheme prior to vesting fully in the contributions.

Employee Leave Entitlements

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

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

Profit Sharing and Bonus Plans

The expected cost of profit sharing and bonus
payments are recognised as a liability when the Group
has a present legal or constructive obligation as a
result of services rendered by employees and a reliable
estimate of the obligation can be made.

Liabilities for profit sharing and bonus plan are
expected to be settled within twelve months and are
measured at the amounts expected to be paid when
they are settled.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(a)

Equity-settled Share-based Payments
Transactions

Equity-settled share-based payments to employees and
others providing similar services are measured at the
fair value of the equity instruments at the grant date.
Details regarding the determination of the fair value of
equity-settled share-based payments transactions are
set out in Note 38.

The fair value determined at the grant date of the
equity-settled share-based payments is expensed on
a straight-line basis over the vesting period, based on
the Group’s estimate of equity instruments that will
eventually vest, with a corresponding increase in equity
(share option reserve).

At the end of each reporting period, the Group revises
its estimate of the number of equity instruments
expected to vest. The impact of the revision of the
original estimates, if any, is recognised in profit or loss
such that the cumulative expense reflects the revised
estimate, with a corresponding adjustment to share
option reserve.

For share options that vest immediately at the date
of grant, the fair value of the share options granted is
expensed immediately to profit or loss.

When share options are exercised, the amount
previously recognised in share option reserve will be
transferred to share premium. When share options are
forfeited after the vesting date or are still not exercised
at the expiry date, the amount previously recognised
in share option reserve will be transferred to retained
earnings.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(r)

(s)

Leasing
The Group as Lessee

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

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a
straight-line basis, except where another systematic
basis is more representative of the time pattern in
which economic benefits from the leased asset are
consumed.

The Group as Lessor

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

Related Parties Transactions

A party is considered to be related to the Group if:

(@ A person or a close member of that person’s
family is related to the Group if that person:

(i) has control or joint control over the Group;

(i) has significant influence over the Group; or

(i) is a member of the key management
personnel of the Group or of a parent of
the Group.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(s) Related Parties Transactions
(Continued)

(b)  An entity is related to the Group if any of the
following conditions applies:

(i

(i

(vi)

(vii)

(vii)

the entity and the Group are members of
the same group (which means that each
parent, subsidiary and fellow subsidiaries
is related to the others);

one entity is an associate or joint venture
of the other entity (or an associate or joint
venture of a member of a group of which
the other entity is a member);

both entities are joint ventures of the same
third party;

one entity is a joint venture of a third entity
and the other entity is an associate of the
third entity;

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

the entity is controlled or jointly controlled
by a person identified in (a);

a person identified in (a)(i) has significant
influence over the entity or is a member
of the key management personnel of the
entity (or of a parent of the entity); or

the entity, or any member of a group
of which it is a part, provides key
management personnel services to the
Group or to the parent of the Group.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(s)

t)

Related Parties Transactions
(Continued)

(b)  (Continued)

Close family members of an individual are
those family members who may be expected to
influence, or be influence by, that person in their
dealings with the entity and include:

(@) that person’s children and spouse or
domestic partner;

(b)  children of that person’s spouse or
domestic partner; and

() dependants of the person or that person’s
spouse or domestic partner.

A transaction is considered to be a related party
transaction when there is a transfer of resources
or obligations between the Group and a related
party, regardless of whether a price is charged.

Foreign Currencies

In preparing the consolidated financial statements of
each individual group entity, transactions in currencies
other than the entity’s functional currency (foreign
currencies) are recognised at the rates of exchange
prevailing at the dates of the transactions. At the end
of each reporting period, monetary items denominated
in foreign currencies are retranslated at the rates
prevailing at that date. Non-monetary items carried at
fair value that are denominated in foreign currencies
are retranslated at the rates prevailing at the date when
the fair value was determined. Non-monetary items that
are measured in terms of historical cost in a foreign
currency are not retranslated.
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

t)

Foreign Currencies (Continued)

Exchange differences on monetary items are
recognised in profit or loss in the period in which they
arise except for:

° exchange differences on foreign currency
borrowings relating to assets under construction
for future productive use, which are included in
the cost of those assets when they are regarded
as an adjustment to interest costs on those
foreign currency borrowings;

o exchange differences on transactions entered
into in order to hedge certain foreign currency
risks; and

. exchange differences on monetary items

receivable from or payable to a foreign operation
for which settlement is neither planned nor
likely to occur (therefore forming part of the
net investment in the foreign operation), which
are recognised initially in other comprehensive
income and reclassified from equity to profit or
loss on repayment of the monetary items.

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

For the year ended 31 December 2018 #HZE_—ZF

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

t)

(u)

Foreign Currencies (Continued)

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

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

in relation to a partial disposal of a
includes a foreign operation that

of associates or joint arrangements that do not result
in the Group losing significant influence or joint control),
the proportionate share of the accumulated exchange
differences is reclassified to profit or loss.

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

Borrowing Costs

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

=MGEar = F)=r — (Bl e 4
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(v)

Leased Assets

An arrangement, comprising a transaction or a series
of transactions, is or contains a lease if the Group
determines that the arrangement conveys a right to
use a specific asset or assets for an agreed period of
time in return for a payment or a series of payments.

Such a determination is made based on an evaluation
of the substance of the arrangement and is regardless
of whether the arrangement takes the legal form of a

lease.

(i

(it

Classification of assets leased to the Group
Assets that are held by the Group under leases
which transfer to the Group substantially all the
risks and rewards of ownership are classified as
being held under finance leases. Leases which
do not transfer substantially all the risks and
rewards of ownership to the Group are classified
as operating leases.

Assets acquired under finance leases. Where the
Group acquires the use of assets under finance
leases, the amounts representing the fair value of
the leased asset, or, if lower, the present value
of the minimum lease payments, of such assets
are included in property, plant and equipment
and the corresponding liabilities, net of finance
charges, are recorded as obligations under
finance leases. Depreciation is provided at rates
which write off the cost of the assets over the
term of the relevant lease or, where it is likely the
Group will obtain ownership of the asset, the life
of the asset, as set out in Note 2(g). Impairment
losses are accounted for in accordance with
the accounting policy as set out in Note 2(m).
Finance charges implicit in the lease payments
are charged to profit or loss over the period of
the leases so as to produce an approximately
constant periodic rate of charge on the remaining
balance of the obligations for each accounting
period. Contingent rentals are charged to profit
or loss in the accounting period in which they
are incurred.

2.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

2. SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (CONTINUED)

(w) Segment Reporting

Operating segments, and the amounts of each
segment item reported in the consolidated financial
statements, are identified from the financial information
provided regularly to the Group’s most senior executive
management for the purposes of allocating resources
to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individually material operating segments are not
aggregated for financial reporting purposes unless the
segments have similar economic characteristics and
are similar economic characteristics and are similar
in respect of the nature of products and services,
the nature of production processes, the type of class
of customers, the methods used to distribute the
products or provide the services, and the nature of
the regulatory environment. Operating segments which
are not individually material may be aggregated if they
share a majority of these criteria.

=MGEar = F)=r — (Bl e 4
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”)

In the current year, the Group has applied, for the first time,
the following new and revised standard, amendments and
interpretations (“new HKFRSs”) issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA”), which are
effective for the Group’s financial year beginning 1 January
2018. A summary of the new and revised HKFRSs applied
by the Group is set out as follow:

HKFRS 2 (Amendments) Classification and Measurement of
Share-based Payment Transactions
HKFRS 4 (Amendments) Applying HKFRS 9 Financial

Instruments with HKFRS 4
Insurance Contracts

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with
Customers and related
Amendments

HKAS 28 (Amendments) As part of the Annual Improvements

to HKFRSs 2014-2016 Cycle

HKAS 40 (Amendments) Transfers of Investment Property

HK(IFRIC) - Int 22 Foreign Currency Transactions and
Advance Consideration

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

3.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

3. APPLICATION OF NEW AND REVISED 3. ERAHIIRREIIEBMERSE
HONG KONG FINANCIAL REPORTING HA(EEBMBHREERDGE)
STANDARDS (“HKFRSs”) (CONTINUED)

(a) Impact on the Consolidated Financial (a) HHEEUKRR2EE
Statements
The following tables show the adjustments recognised TRETHSEMERIERMERZA
for each individual line item. Line items that were not B U IABEIZEGHTE AR -
affected by the changes have not been included. As Ut - PT#E R/ NET R A ET T RE IR P IR 2K
a result, the sub-totals and totals disclosed cannot FTEHTE - BEARZENTXURERF
be recalculated from the numbers provided. The R -
adjustments are explained in more detail by standard
below.
At At
31 December 1 January
2017 HKFRS 9 2018
Consolidated statement of #%A& B BMRT|E R-E—tF BBUERSE R=-ZT—-N\F
financial position (extract) (HE) +=—B=+—8 A% —B—H
HK$’000 HK$’000 HK$’000
FET Fi& T FAETT
Non-current assets kRBEE
Available-for-sale financial AIEEESREE
assets 88,200 (88,200) -
Financial assets at fair value  REMEEKTRIEAL
through other comprehensive  {BEJI IR 2 & @t & E
income (“FVTOCI”) — 88,200 88,200
Conversion options embedded A # fx = 1% N & ~ 1 A% #
in convertible notes 7 @) -
Current assets REBEE
Available-for-sale financial AL EEREE
assets 20,487 (20,487) —
Financial assets at fair value ~ REZXIE QA LEEDIE
through profit or loss 2 EBEE
(“FVTPL) - 20,494 20,494
Net current liabilities RBEEFH (49,332) = (49,332)
Total assets less current EERERRBERS
liabilities 62,890 — 62,890
Net liabilities EEFH (47,443) — (47,443)
Capital and reserves EXR#E
Reserves i (71,466) = (71,466)
Total equity 1808 % (47,443) - (47,443)
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AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

(b) HKFRS 9 Financial Instruments

Impacts and Changes in Accounting Policies
of Application on HKFRS 9 “Financial
Instruments”

In the current year, the Group has applied HKFRS 9
“Financial Instruments” and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces
new requirements for (1) the classification and
measurement of financial assets and financial liabilities,
(2) expected credit losses (“ECL") for financial assets
and (3) general hedge accounting.

The Group has applied HKFRS 9 in accordance with
the transition provisions set out in HKFRS 9, i.e. applied
the classification and measurement requirements
(including impairment) retrospectively to instruments
that have not been derecognised as at 1 January 2018
(date of initial application) and has not applied the
requirements to instruments that have already been
derecognized as at 1 January 2018. The difference
between carrying amounts as at 31 December 2017
and the carrying amounts as at 1 January 2018 are
recognised in the opening retained profits and other
components of equity, without restating comparative
information.

Accordingly, certain comparative information may
not be comparable as comparative information was
prepared under HKAS 39 “Financial Instruments:
Recognition and Measurement”.

Summary of effects arising from initial application
of HKFRS 9 below illustrates the classification and
measurement (including impairment) of financial assets
and financial liabilities and other items subject to ECL
under HKFRS 9 and HKAS 39 at the date of initial
application, 1 January 2018.
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

3. APPLICATION OF NEW AND REVISED 3. ERAFHITIREETEBYBERE
HONG KONG FINANCIAL REPORTING ZR(HEBMBHREERDE)
STANDARDS (“HKFRSs”) (CONTINUED)

(b) HKFRS 9 Financial Instruments (b) BERMKBREEDFR IS
(Continued) THI|(H&
Impacts and Changes in Accounting Policies EREENBHREERFIF 2@ T
of Application on HKFRS 9 “Financial BI|zEEREERZE (E)
Instruments” (Continued)
Under the transiton methods chosen, the Group RIBFMERABRESE  AEBEEHRE
recognises the cumulative effect of the initial application RABEBYBRELENFOR 2 BT HE
of HKFRS 9 as an adjustment to the opening balance BRIEHR=_ZE—NF—A—BHY#E
of equity at 1 January 2018. Comparative information is mAERZAE  BASINLRER - T
not restated. The following table gives a summary of the AR EEVBRERFPXEAY
opening balance adjustments recognised for each line BWEENEORTE I EHEFMER
item in the consolidated statement of financial position B EE o
that has been affected by HKFRS 9.
Classification and Measurement S 2
Impact on
At initial At
31 December application of 1 January
2017 HKFRS 9 2018
BXRERAE®
R=-Z—+t#F Bt 3§ 3R &5 2 8l R=ZZ-N\F
+=A=+—H HOFE o E —A—H
HK$’000 HK$'000 HK$'000
FHET FH& T FH& T

Available-for-sale financial FAIft HE LRI & E

assets 108,687 (108,687) =
Conversion options AIMREBRAZZ
embedded in convertible ¥ % &
notes 7 @) -
Financial assets at READ 2 E W &
FVTOCI (Note i) RRAEET R
ZERMEE
(B &tii) = 88,200 88,200
Financial assets at REBERIEQAAR
FVTPL (Note j) BEIRZ R
BE (W7D = 20,494 20,494
Reserves 1 (71,466) - (71,466)
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mEMEHRERME
For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

3. APPLICATION OF NEW AND REVISED 3. EAFITIRKEITEBUBRE
HONG KONG FINANCIAL REPORTING ZRA(EBMEREER ] (E)
STANDARDS (“HKFRSs”) (CONTINUED)

(b) HKFRS 9 Financial Instruments (b) BERAMBREERFR IS
(Continued) THI|(H&
Impacts and Changes in Accounting Policies EREEHNBHREERFIF 2@ T
of Application on HKFRS 9 “Financial BI|zEEREERZE (F)

Instruments” (Continued)

Classification and Measurement (Continued) S £ (FE)
The impact of these changes on the group’s equity is ZESHHAEE 2 EENTEDNT
as follows:
Available-
Financial for-sale
assets at financial Accumulated
FVTOCI reserve  assets reserve losses
REM#ZE
BEREAR
BENIEZ AHREE
CREERE CREERG E 2
Note HK$'000 HK$'000 HK$'000
i3 THET THET THT
|
Opening balance — &t - BEEHE
HKAS 39 Bl 55395 - (1,786) (869,355)
Reclassify from available-for-sale BRIt HESREEEH
financial assets to financial NEERERRIZ
assets at FVTPL AABEFIERZ
SHEE i = (1,334) 1,334
Reclassify from available-for-sale  BAIEHESREESH
financial assets to financial ABEREMEEK
assets at FVTOCI mnREBELNLEENE
ZEREE (i) (3,120) 3,120 -

Balance at 1 January 2018 R-ZE-N§-F—-H
as restated RE ek (3,120 - (868,021)
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3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

(b) HKFRS 9 Financial Instruments
(Continued)

156

Impacts and Changes in Accounting Policies
of Application on HKFRS 9 “Financial
Instruments” (Continued)

Classification and Measurement (Continued)
Notes:

U]

From Available-for-sale Financial Assets
to Financial Assets at FVTPL

The unlisted club debenture and convertible
note with the carrying amount of approximately
HK$2,030,000 and HK$18,464,000 were
reclassified from available-for-sale (“AFS”) financial
assets to financial assets at FVTPL. This is because
even though the Group’s business model is to
hold financial assets in order to collect contractual
cash flows, the cash flows of these investments do
not meet the HKFRS 9 criteria as solely payments
of principal and interest on the principal amount
outstanding.

There was no material impact on the amounts
recognized in relation to these assets from the
application of HKFRS 9.

3.
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For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

3. APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

(b) HKFRS 9 Financial Instruments
(Continued)

Impacts and Changes in Accounting Policies
of Application on HKFRS 9 “Financial
Instruments” (Continued)

Classification and Measurement (Continued)
Notes: (Continueq)

(ii) From Available-for-sale Financial Assets
to Financial Assets at FVTOCI

The Group elected to present in OCI| for the
fair value changes of all its equity investments
previously classified as available-for-sale financial
assets. These investments are not held for trading
and not expected to be sold in the foreseeable
future. At the date of initial application of HKFRS 9,
HK$88,200,00 were reclassified from available-for-
sale investments to equity instruments at financial
assets at FVTOCI, of which all related to unquoted
equity investments previously measured at fair value
under HKAS 39.

There was no material impact on the amounts
recognized in relation to these assets from the
application of HKFRS 9.

Under HKAS 39, debt securities and embedded
derivative financial instruments not held for trading
were classified as available-for-sale financial
assets and financial assets/liabilities designated at
FVTPL respectively. The Group considered that it
is appropriate not to separate out the embedded
derivative from the debt host contract and to
classify these securities as financial assets at
FVTOCI under HKFRS 9 at 1 January, 2018 based
on latest assessment.
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For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

3. APPLICATION OF NEW AND REVISED 3.
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

(b) HKFRS 9 Financial Instruments

158

(Continued)

Impacts and Changes in Accounting Policies
of Application on HKFRS 9 “Financial
Instruments” (Continued)

There is no reclassification or remeasurement of the
financial assets, including cash and bank balances,
other receivables and deposit, for the adoption of
HKFRS 9.

The measurement categories for all financial liabilities
remain the same. The carrying amounts for all financial
liabilities at 1 January 2018 have not been impacted
by the initial application of HKFRS 9.

Impairment under ECL Model

The Group was required to revise its impairment
methodology under HKFRS 9 for each of these
classes of assets. There is no impact of the change
in impairment methodology on the Group’s retained
profits and equity.

While cash and bank balances are also subject to the
impairment requirements of HKFRS 9, the identified
impairment loss was immaterial.

Deposit and Other Receivables

The Group applies the HKFRS 9 simplified approach
to measuring expected credit losses which uses a
lifetime expected loss allowance for all deposit and
other receivables. There was no loss allowance on both
1 January 2018 and 31 December 2018.
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For the year ended 31 December 2018 BE—_ZT—N\E+_-_A=+—HIEE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

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

HKFRSs (Amendments) Annual Improvement to HKFRS,
2015-2017 Cycle'

HKFRS 3 Definition of Business*
HKFRS 9 (Amendments) Prepayment Features with Negative
Compensation'
HKFRS 10 and HKAS 28 Sale or Contribution of Assets between an
(Amendments) Investor and its Associate or Joint Venture®
HKFRS 16 Leases'
HKFRS 17 Insurance Contracts?

HKAS 1 and HKAS 8 (Amendments)  Definition of materials®

HKAS 19 (Amendments) Plan Amendment, Curtailment or Settlement'
HKAS 28 (Amendments) Long-term interests in Associates and Joint
Ventures'
HK(IFRIC) - Int 23 Uncertainty over Income Tax Treatments'
! Effective for annual periods beginning on or after

1 January 2019.

2 Effective for annual periods beginning on or after

1 January 2021.

g Effective for annual periods beginning or after a date to

be determined.

& Effective for business combination and asset acquisitions

for which acquisition date is on or after the beginning of
the first annual period beginning on or after 1 January
2020.

2 Effective for annual periods beginning on or after

1 January 2020.
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For the year ended 31 December 2018 #HZE_—ZF

3.

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

The directors of the Company anticipate that, except as
described below, the application of other new and revised
HKFRSs will have no material impact on the results and the
financial position of the Group.

HKFRS 16 Leases
Nature of Change

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS 16 will
supersede HKAS 17 Leases and the related interpretations
when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. In addition, HKFRS 16 requires sales and
leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of the
relevant asset should be accounted as a sale. HKFRS 16
also includes requirements relating to subleases and lease
modifications.

Distinctions of operating leases and finance leases are
removed for lessee accounting, and is replaced by a model
where a right-of-use asset and a corresponding liability have
to be recognised for all leases by lessees, except for short-
term leases and leases of low value assets.

The right-of-use asset is initially measured at cost and
subsequently measured at cost (subject to certain exceptions)
less accumulated depreciation and impairment losses,
adjusted for any remeasurement of the lease liability. The
lease liability is initially measured at the present value of the
lease payments that are not paid at that date. Subsequently,
the lease liability is adjusted for interest and lease payments,
as well as the impact of lease modifications, amongst others.
For the classification of cash flows, the Group currently
presents upfront prepaid lease payments as investing cash
flows in relation to leasehold lands for owned use while other
operating lease payments are presented as operating cash
flows. Upon application of HKFRS 16, lease payments in
relation to lease liability will be allocated into a principal and
an interest portion which will be presented as financing cash
flows by the Group.

Furthermore, extensive disclosures are required by HKFRS
16.

=MGEar = F)=r — (Bl e 4
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For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

APPLICATION OF NEW AND REVISED
HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSs”) (CONTINUED)

HKFRS 16 Leases (Continued)

Impact

The group has set up a project team which has reviewed all
of the group’s leasing arrangements over the last year in light
of the new lease accounting rules in HKFRS 16. The standard
will affect primarily the accounting for the group’s operating
leases.

At 31 December 2018, the Group has non-cancellable
operating lease commitments of approximately HK$2,268,000
as disclosed
statements. A preliminary assessment indicates that these
arrangements will meet the definition of a lease. Upon
application of HKFRS 16, the Group will recognise a right-of-
use asset and a corresponding liability in respect of all these
leases unless they qualify for low value or short-term leases.

in note 35 to the consolidated financial

The application of new requirements may result in changes
in measurement, presentation and disclosure as indicated
above. The Group intends to elect the modified retrospective
approach for the application of HKFRS 16 as lessee and
will recognise the cumulative effect of initial application to
opening retained earnings without restating comparative
information.

3.
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For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

4.

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES

In the application of the Group’s accounting policies,
which are described in Note 2, management is required
to make judgments, estimates and assumptions about the
carrying amounts of assets and liabilities that are not readily
apparent from other sources. The estimates and underlying
assumptions are based on historical experience and other
factors that are considered to be relevant. Actual results may
differ from these estimates.

The estimates and underlying assumptions are reviewed on
an ongoing basis. Revisions to accounting estimates are
recognised in the period in which the estimates is revised if
the revision affects only that period, or in the period of the
revision and future periods if the revision affects both current
and future periods.

The critical judgments, apart from those involving estimations
are that management has made in the process of applying
the Group’s accounting policies and that have the most
significant effect on the amounts recognised in the

consolidated financial statements.

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

4.
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Notes to Consolidated Financial Statements

For the year ended 31 December 2018 EHZE—F

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (CONTINUED)

Critical Judgments in Applying Accounting
Policies, Accounting Estimates and
Assumptions

Provision of ECL for Deposits and Other Receivables

The loss allowances for financial assets at amortised cost are
based on assumptions about risk of default and expected
loss rates. The Group uses judgement in making these
assumptions and selecting the inputs to the impairment
calculation, based on the Group’s past history, existing
market conditions as well as forward-looking estimates at the
end of each reporting period. Details of the key assumptions
and inputs used are disclosed in note 5(b).

The provision of ECL is sensitive to changes in estimates.
The information about the ECL and the Group’s deposits and
other receivables are disclosed in notes 5(b) and 22.

Impairment of Property, Plant and Equipment and
Other Tangible Assets

Determining whether property, plant and equipment are
impaired requires an estimation of the value in use of the
CGUs to which property, plant and equipment have been
allocated. The value in use calculation requires the Group
to estimate the future cash flows expected to arise from the
CGU and a suitable discount rate in order to calculate the
present value. The Group tests annually whether the assets
have suffered any impairment. The recoverable amount of an
asset or a cash generating unit is determined based on value
in use calculations which require the use of assumptions and
estimates.

Determining whether other tangible assets are impaired
requires an estimation of the fair value less cost to disposal
to which other tangible assets have been allocated. The
recoverable value calculation requires the Group to estimate
the future cash flows expected to arise from the assets.
Impairment loss has been made if the recoverable amounts of
the other tangible assets were below their carrying amounts.
Details of the recoverable amount calculations are disclosed
in Note 17.
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CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (CONTINUED)

Critical Judgments in Applying Accounting
Policies, Accounting Estimates and
Assumptions (Continued)

Income Taxes

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

Fair Value of Financial Assets at FVTOCI/Available-
for-sale Financial Assets

The fair value of financial assets at FVTOCI/available-for-
sale financial assets that are not traded in active market is
determined by valuation techniques. Fair value of financial
assets at FVTOCI/available-for-sale financial assets is
determined by independent valuers with reference to the
market value of underlying net assets. Valuation techniques
that include inputs that are not based on observable market
data and make assumptions that are primarily based on market
conditions existing at the end of each reporting period. Note
19 provide detailed information about key assumptions used
in the determination of the fair value.

4.
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For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

CRITICAL ACCOUNTING JUDGMENTS
AND ESTIMATES (CONTINUED)

Critical Judgments in Applying Accounting
Policies, Accounting Estimates and
Assumptions (Continued)

Useful Lives of Property, Plant and Equipment

In accordance with HKAS 16, the Group estimates the useful
lives of property, plant and equipment in order to determine
the amount of depreciation expenses to be recorded. The
useful lives are estimated at the time the asset is acquired
based on historical experience, the expected usage, wear
and tear of the assets, as well as technical obsolescence
arising from changes in the market demands. The Group also
performs annual reviews on whether the assumptions made
on useful lives continue to be valid.

Going Concern

As disclosed in Note 2(b), the directors of the Company have
prepared the consolidated financial statements on a going
concern basis as per following reasons:

1) The Group will seek to obtain additional financing by
means of including but not limited to rights issue, open
offer and placing of the new shares.

(2)  The Group will implement operation plans to control
costs and generate adequate cash flows from the
Group’s operations.
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For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. ¢RMIAREARARER
RISK MANAGEMENT
(@) Categories of Financial Instruments (@ =MIAER
2018 2017
=ZEB-N\F —ET—tF
HK$’000 HK$'000
FHExT T T
]
Financial assets SREE
Financial assets at FVTOCI REMEE W = RIZA D
BEIK S EE 51,310 -
Financial assets at FVTPL REZEKZEAAEEBTE
ZERMEE 2,180 —
Available-for-sale financial assets AR ESHEE = 108,687
Conversion options embedded in MR ERA S 2 R E
convertible notes = 7
Financial assets at amortised cost R AGTTEZ
(including cash and bank balances) TREEBEERER
Re&FMBEIHEAR) 3,994 41,685
57,484 150,379
Financial liabilities TREE
At amortised cost 2 85 AR 160,099 222,374
(b) Financial Risk Management Objectives (b) EREAKREEAERBER
and Policies
The Group’s principal financial instruments comprise AEB X ZemTAREREMEE
financial assets at FVTOCI, financial assets at FVTPL, WamRIEAAEBBEIEZCREE - K®
available-for-sale financial assets, conversion options BaREANEBREZCREE - 7]
embedded in convertible notes and cash and bank HEESHEE THRREBRREGZIR
balances. The main purpose of holding these financial REARBERIRITET  FEZSS
instruments is to generate short-term appreciation gain MIAZFEBENRELERBABNKS
and gain from trading of these financial instruments. REEEZECRIAMmMER - REE
The Group has other financial assets and liabilities such BEEEZRCEEACEMERMEER
as deposits and other receivables, which arise directly afE(nke R EmEKRKIE) -
from its operations.
The main risks arising from the Group’s financial HAEBEeRIAMEEZETERR
instruments are market risk (including foreign currency AR BEIINERR - A EERR
risk, interest rate risk and price risk), credit risk and LERRR)  FEERBRERESE SR
liquidity risk. The Board of Directors reviews and agrees b2 - EEGRAMAZEESEEZSE
policies for managing each of these risks and they are BB BEERBAMOT -
summarised below.
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREREE(E)
RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives (b) cRiEAREEBEERBE(E)

and Policies (Continued)
Market Risk

The Group’s activities expose it primarily to the financial
risks of changes in foreign currency exchange rates,
interest rates and equity prices.

Market risk exposures are measured by sensitivity
analysis.

There has been no change to the Group’s exposure
to market risks or the manner in which these risks are
managed and measured. Details of sensitivity analysis
for foreign currency risk and interest rate risk are set
out below.

Foreign Currency Risk

Foreign exchange risk is the risk that the value of
financial instruments will fluctuate due to changes
in foreign exchange rates. The Group carries out
its business mainly in Hong Kong and all of the
transactions are denominated in HK$. The Group’s
assets and liabilities are mainly denominated in HK$,
except certain bank balances are denominated in
United States dollars (“‘US$”). As Hong Kong dollar
are pegged to US$, it is assumed that there would
be no material currency risk exposure between these
two currencies. The Group does not have any formal
hedging policies.
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5.

FINANCIAL INSTRUMENTS AND CAPITAL

RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives

168

and Policies (Continued)
Market Risk (Continued)
Interest Rate Risk

Interest rate risk relates to the risk that the fair value
or cash flows of a financial instrument will fluctuate
because of changes in market interest rates.

The Group has interest-bearing assets in relation to
cash at banks carried at effective interest rates with
reference to the market. The Group’s income and
operating cash flows are substantially independent
of changes in market interest rates. The Group has
not used any financial instrument to hedge potential
fluctuations in interest rates. The exposure to interest
rates risk for the Group’s cash at banks is considered
minimal. The Group has no variable rate interest
bearing borrowings which is not exposed to changes
in market interest rates.

The Group does not have any exposure to interest
rate risk at the end of the reporting period and is not
exposed to changes in market interest rates.

The policies to manage interest rate risk have been
followed by the Group since prior years and are
considered to be effective.
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREREE(E)

RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives (b) cRiEAREEBEERBE(E)

and Policies (Continued)
Market Risk (Continued)
Price Risk

The Group is exposed to equity securities price risk
because investments held by the Group are classified
in the consolidated statement of financial position either
as available-for-sale financial assets, financial assets at
FVTOCI or as financial assets at FVTPL. To manage its
price risk arising from investments in equity securities,
the Group diversifies its portfolio.

Sensitivity analysis

The sensitivity analysis below has been determined
based on the exposure to equity price risk at the
reporting date:

If the equity prices had been 5% higher or lower:

o Loss before taxation for the years ended
31 December 2018 and 2017 would have no
change. This is mainly due to no equity securities
held included the financial assets at FVTPL at
the end of both years.

o Financial assets at FVTOCI reserve/available-
for-sale financial assets equity reserve would
increase or decrease by approximately
HK$2,565,000 (2017 HK$5,434,000). This is
mainly due to change in fair value of financial
assets at FVTOCI/available-for-sale financial
assets.
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For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

5.

FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives

and Policies (Continued)
Credit Risk

As at 31 December 2018 and 2017, the Group’s
maximum exposure to credit risk is bank balances,
deposits and other receivables, arises from default of
the counterparty.

Credit Risks and Impairment Assessment

Credit risk refers to the risk that a counterparty will
default on its contractual obligations resulting in a
financial loss to the Group. The Group’s credit risk is
primarily attributable to deposits and other receivables
and cash and bank balances. At 31 December 2018,
the Group’s maximum exposure to credit risk, which
will cause a financial loss to the Group due to failure
to discharge an obligation by the counterparties arising
from the carrying amounts of the respective recognised
financial assets as stated in the consolidated statement
of financial position. The Group does not hold any
collateral or other credit enhancements to cover its
credit risks associated with its financial assets.

Deposits and Other Receivables

Other receivables relating to accounts that are long
overdue with significant amounts, known insolvencies
or non-response to collection activities, they are
assessed individually for impairment allowance. The
Group recognised the provision for expected credit
losses by assessing the credit risk characteristics of
debtor, discount rate and the likelihood of recovery and
considering the prevailing economic conditions.

5.
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREREE(E)
RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives (b) TRIEAREEEERBE(E)
and Policies (Continued)
Credit Risks and Impairment Assessment 1= BB f2 R B 15 (4E)
(Continued)
Deposits and Other Receivables (Continued) % R A M ENIE(E)
The movement of loss allowances for deposits and REE - ke & HEH A ERGIBR B #
other receivables during the year are as follows: BEBHMT

Deposits and

other
receivables
BeR
Hfh fE KB
HK$'000
T T
]
At 31 December 2017 and 1 January 2018 RZB—tE+-_A=+—HRK
—E-N\F—H—H =
Allowance for expected credit losses EHEEEERE 1,674
At 31 December 2018 R=ZB-NF+=ZA=+—8H 1,674
In relation to the Group’s deposit with bank, the Group RAEENBITERNE AEEBE B
limits its exposure to credit risk by placing deposits BERFAEEREENRAEERD
with financial institution with high credit rating and no BAHATHOSREE  URFIEEER
recent history of default. The directors consider that R BEERABAEERTEARNEE
the Group’s credit risk on the bank deposits is low. e BEKY - EREREEEES
Management continues to monitor the position and will AR - IR ET AR ER B I B EUE
take appropriate action if their ratings are changed. BETH R N\EFER-_ZT—tF+
As at 31 December 2018 and 2017, the Group has ZA=ZtT B AEBE/MRITERLE
no significant concentration of credit risk in relation to EAEREERR -

deposit with bank.
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5.
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FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives

and Policies (Continued)
Liquidity Risk

Ultimate responsibility for liquidity risk management
rests with the Board of Directors, which has built
an appropriate liquidity risk management framework
for the management of the Group’s short, medium
and long-term funding and liquidity management
requirements.

The following tables detail the Group’s remaining
contractual maturity for its financial liabilities which are
included in the maturity analysis provided internally
to the key management personnel for the purpose of
managing liquidity risk. For non-derivative liabilities, the
tables reflect the undiscounted cash flows of financial
liabilities based on the earliest date on which the Group
can be required to pay. The tables include both interest
and principal cash flows.
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Notes to Consolidated Financial Statements
mEMEHRERME

For the year ended 31 December 2018 HZE—ZT—N\F+_A=1+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREREE(E)
RISK MANAGEMENT (CONTINUED)

(b) Financial Risk Management Objectives b) cHEREEEEREK(E)
and Policies (Continued)
Liquidity Risk (Continued) HEE %R (E)
Weighted
average Total Total
effective Within 2to Over undiscounted Carrying
interest rate 1 year 3 years 5 years cash flow amount
mETY
ERAE 5@ WEERE BELF ANRLE ARELHE
% HK$’000 HK$000 HK$000 HK$’000 HK$000
TET TET TET TET TET
e
2018 —E-N\%
Non-derivative financial liabilities ~F T4 &R AR
Accrued charges and other payables &R sz Jt K4t FE(F 0B - 29,235 - - 29,235 29,235
Amounts due to directors ENEZHEA = 10,415 = = 10,415 10,415
Amounts due to a related company BN — R A FHE - 10,791 - - 10,791 10,791
Promissory notes S 5.35 84,852 30,262 - 115,114 109,658
135,293 30,262 - 165,555 160,099
Weighted
average Total Total
effective Within 210 Over  undiscounted Carrying
interest rate 1 year 3 years 5 years cash flow amount
T
BB = —5R MEZRF BBLF AMBEE LRESHE
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTHET FTET FTET TET TET
e
2017 —ZT—+t%
Non-derivative financial liabilities FiTEERMER
Accrued charges and other payables &Rt Jt 4 FE A 0B = 62,610 = = 62,610 62,610
Short-term loans RHER 12 6,833 = = 6,833 6,833
Obligations under finance leases MEREAE 2.36 619 1,081 = 1,700 1,582
Promissory notes S 5.35 5,500 115,184 - 120,684 109,310
75,562 116,265 - 191,827 180,335

BEREESHERAOT 2018F &K




Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

5.

FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c)

Fair Value Estimation

The fair value of financial assets and financial liabilities
are determined as follows:

(i

(i)

the fair value of financial assets and financial
liabilities (including derivative instruments) with
standard terms and conditions and traded
on active liquid markets are determined with
reference to quoted market bid prices and ask
prices respectively; and

the fair value of other financial assets
and financial liabilities (including derivative
instruments) are determined
with generally accepted pricing models based
on discounted cash flow analysis using prices
or rates from observable current market
transactions as input. For an option-based
derivative, the fair value is estimated using option
pricing model (for example, the binomial option
pricing model).

in accordance

The directors of the Company consider that the
carrying amounts of financial assets and financial

liabilities recorded

in the consolidated financial

statements approximate their fair values except for the
promissory notes.

5.
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FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c)

Fair Value Estimation (Continued)

Fair Value Measurements Recognised in the
Consolidated Statement of Financial Position

The following table provides an analysis of financial
instruments that are measured subsequent to initial
recognition at fair value, grouped into Levels 1 to
3 based on the degree to which the fair value is
observable:

- Level 1 fair value measurements are those
derived from quoted prices (unadjusted) in active
markets for identical assets or liabilities;

- Level 2 fair value measurements are those
derived from inputs, other than quoted prices
included within Level 1, that are observable for
the asset or liability, either directly (i.e. prices) or
indirectly (i.e. derived from prices); and

- Level 3 fair value measurements are those
derived from valuation techniques that include
inputs for the asset or liability that are not
based on observable market data (unobservable
inputs).

5.
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREKEE(E)

RISK MANAGEMENT (CONTINUED)

(c) Fair Value Estimation (Continued) (c) AAEEME(E)
Fair Value Measurements Recognised in the RECHBNRIEEBRZAALIEE
Consolidated Statement of Financial Position iTE ()
(Continued)
2018 Level 1 Level 2 Level 3 Total
—E-N\F 1R EpE $3R &t
HK$’000 HK$’000 HK$’000 HK$’000
TERT TERT FTRT TERT
Financial assets SREE
Financial assets at FVTOCI REMZEAREREALE
B Rz eRERE = = 51,310 51,310
Financial assets at FVTPL REREBEALEBENERZ
SHEE = = 2,180 2,180
= = 53,490 53,490
2017 Level 1 Level 2 Level 3 Total
It Sl 3 F18 EoMk F3% &%
HK$'000 HK$'000 HK$'000 HK$'000
THx THL FAT THx

Financial assets TREAE
Conversion options embedded in RREERS B RE

convertible notes = = 7 7

Available-for-sale financial assets AHHESHEE
Unlisted debt securities FEMEBES = - 20,487 20,487
Unlisted equity securities FEMBRAES = = 88,200 88,200
= = 108,694 108,694

P

176

During the reporting period, there were no transfer of
fair value measurements between Level 1 and Level 2
and no transfer into or out of Level 3.

National Investments Fund Limited Annual Report
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For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREREE(E)
RISK MANAGEMENT (CONTINUED)

(c) Fair Value Estimation (Continued) (c) AAREEME(E)

Reconciliation of Level 3 Fair Value THEEFIRAAEBHETEZHE
Measurements of Financial Assets

Conversion
options
Unlisted Unlisted embedded in
equity debt convertible
2018 securities securities notes Total
FETRE  FETER TRAREER
—B-N\§ &5 BF BzBERE At

HK$’000 HK$000 HK$’000 HK$'000
TR TR TR TR

Opening balance FNHEH 88,200 20,487 7 108,694
Gains or losses recognised in: RTFEERR 2=
B
- profit or loss -B& 7,350 (18,307) (7) (10,964)
- other comprehensive loss -EErEER (44,240) - - (44,240)
Closing balance FRER 51,310 2,180 - 53,490
Conversion
options
Unlisted embedded in
equity  Unlisted debt convertible
2017 securities securities notes Total
FETRAR  FEMEL TRREER
—T—+fF #5 #n  BonRE G

HK$'000 HK$'000 HK$'000 HK$'000
TET TR THET TET

Opening balance FNHEH 101,000 18,132 747 119,879
Gains or losses recognised in: RNFIIEE Rz W&k

B
- profit or loss -B& (13,868) 1,691 (740) (12,917)
- other comprehensive loss -EMEEER 1,068 664 - 1,732

Closing balance FREH 88,200 20,487 7 108,694

BRREESERADT 2018F 177
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FINANCIAL INSTRUMENTS AND CAPITAL

RISK MANAGEMENT (CONTINUED)

(c)

178

Fair Value Estimation (Continued)

Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

The gains or losses included in the consolidated
statement of profit or loss and other comprehensive
income for the years mainly related to financial assets at
FVTPL, change in fair value of financial assets at FVTPL
and conversion options embedded in convertible notes,
disposal,
FVTPL, and change in fair value of financial assets at
FVTOCI.

change in fair value of financial assets at

The gains and losses included in other comprehensive
income for the current year related to the fair value
change in unlisted equity securities held at the end of
the reporting period and are reported as changes of
“Financial assets at FVTOCI reserve”/“available-for-sale
financial assets equity reserve”.

National Investments Fund Limited Annual Report 2018
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Notes to Consolidated Financial Statements
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For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5.
RISK MANAGEMENT (CONTINUED)
(c) Fair Value Estimation (Continued) (c)
Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

Some of the Group’s financial assets are measured
at fair value at the end of each reporting period. The
following table gives information about how the fair
values of these financial assets are determined (in
particular, the valuation technique(s) and inputs used).

EMTAREXRERREE(E)

D R EE M ()

EHEEFIRAABETEZHEK
(&)

AEEFNEMEERSE2HBARE
AREEFE TREHRVAEEZSE
ERMEEAABEGENRAAZGEE
RIORBABB)ZER -

Fair value  Valuation techniques
Financial assets Fair value as at hierarchy and key inputs Significant unobservable inputs
MER
SREE RTSIBHZAAEE SR RERGREIEGAUE EXTTRRBANE
31 December 2018 31 December 2017
“Z2-\ftZB=t-R “E-tET-A=1-H
1) Conversion options Conversion options embedded ~ Conversion options embedded Level 3 Binomial option pricing  The expected share price volatility is with
embedded in convertible notes in convertible notes by in convertible notes by model (Note (¥) reference to historical dally volatilities of
classified as financial assets at Premium Castle Limited Premium Castle Limited comparable companies, a risk-free rate of
FVTPL (Note 20) (Note (vi)) = (Note () = HK$7,000 1.62% (2017: a risk-free rate of 0.86%).
The fair value measurement is positively
correlated to the credit spread. As at
31 December 2018, the credit spread
used in the valuation is 8.68% (2017:
8.51%), and it is estimated that with all
other variables held constant, an increase/
decrease of 10% in the credit spread
would increase/decrease the fair value of
the option by approximately HKSNil (2017:
HK$200/HK$300).
) PEBREZZRAAEE  MPremium Castle Limited®1T  dPremium Castle Limited®%172  £3% “EASETERY  BHRERENZBUALBARNCIELE
JIBZeREEZARRERE ZTRREBNEZRREW TRRERANZCARE (Witt) AR EERNER162%(ZE—+
M &2 8k (i 520) i) - (W2t~ 10008 T F:ERRTIZE086%)

BRREESERAT 2018F 3

NABEHEEEASZEIEBRE - 1=
Z-\E+ZA=1+-R HEARER
EEH868% (ZT—tF:851%) fhit
FERGEEERTE EREERN/
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PEBT(ZF—HE 1 20087 /300%
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AREXREREE(E

RISK MANAGEMENT (CONTINUED)
D S EE M ()

(c) Fair Value Estimation (Continued) (c)

EHEEFIRAABETEZHEK
(&)

Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

Fair value
hierarchy
MEE
RTSBAZAAER =11

31 December 2017

2 tEf=Azt-F

Valuation techniques
and key inputs

HERBRIZEEARE EXTARREALE

Financial assets Fair value as at

SREE

Significant unobservable inputs

31 December 2018
Z2-N\F+ZfA=t-A

2) Unlisted equity securities Level 3
classified as financial assets
at FVTOCl/avallable-for-sale

financial assets (Note 19)

0.39% equity investment in
Co-Lead Holdings Limited
(Note (i) - HK$6,900,000

0.49% equity investment in
Co-Lead Holdings Limited
(Note () - HK$13,700,000

Market approach
(Note (i)

The price to book ratio of the comparable
companies are considered in the valuation
to reflect the condition that there are
premium or discount on its stock price and
its book value as at valuation date.

Discount for lack of marketability, determined
by reference to the share price of listed
entities in similar industries at 35% as at
31 December 2018 (2017: 35.00%). If the
discount rate was 5% higher/lower whie
all other variables were held constant,
the carrying amount of unlisted equity
securities would decrease/increase by
approximately HK$550,000/HK$500,000
(2017: HK$1,100,000/HK$1,000,000).

) AERENEZENEXRL WCo-Lead Holdings Limited 2 REZEATELBARZHRE - ARER

HCo-Lead Holdings Limtedz ~ £3% s (W i)

ABEFG SREE /T 0.30%RARE 0.49%F AR E hERSEAREREREAMARLN
HESRERELMRAE  (Ai()-6,900,000% T (W) - 18,700,000 T #LER
H(H#19)
RZE-\E+ZA=+-0 2RENS
EIMERREEERZMAREME L

180

3.35% equity investment in
FreeOpt Holdings Limited
(Note (if)) - HK$5,260,000

1 FreeOpt Holdings Limited 2
3.35%RARE
(H#21ii)) -5,260,000% 7T

3.35% equity investment in
FreeOpt Holdings Limited
(Note (ij) - HK$15,400,000

1 FreeOpt Holdings Limited 2
3.35%H AR E
(W22 (i) - 15,400,000 T

National Investments Fund Limited Annual Report 2018

5% (= F—+ & : 35.00%) ° Wi
BEEA/THS% MFEEHLELE
B2 AEERAE S ERLER
50/ 114)550,0003% 7T, /500,00035 7T
<:§)—t$ +1,100,0007 /1,000,000
)

The price to book ratio of the comparable
companies is considered in the valuation
to reflect the condition that there are
premium or discount on its stock price and
its book value as at valuation date.

Discount for lack of marketability, determined
by reference to the share price of listed
entities in similar industries at 35% as at
31 December 2018 (2017: 35.00%). If the
discount rate was 5% higher/lower whie
all other variables were held constant,
the carrying amount of unlisted equity
securities would decrease/increase by
approximately HK$410,000/HK$400,000
(2017: HK$1,100,000/ HK$1,200,000).

REZETELBARZHRE - ARER
EERRRAREREEEEMERAN
E2BER-

R-E-+&+-A=1+-0 2BEUT
£IMEBZREBETRZTERARZ
FBBI% (ZF—+%:35.00%) Wi
BXRER/THe% MAEEMEEE

BAZ BELmRAESZ BRSER

%,/ 141410,00038 7T /400,00033 7T

(ﬁ—tﬁ 1,100,000} 7E./4,200,000

BI)°
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For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c)

Fair Value Estimation (Continued)

Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

Financial assets

SHEE
31 December 2018
Z2-N\Et+ZA=t-A

Fair value as at

RTSIRBZAAEE

31 December 2017
“Z—t§+-f=1-H

5. TRTAREARREEA)

(c)

Fair value
hierarchy
MAEE

D R EE M ()

EHEEFIRAABETEZHEK
(&)

Valuation techniques
and key inputs

HERORIZEEARE EXTURREANE

Significant unobservable inputs

0.59% equity investment in
Freewill Holdings Limited
(Note (iii)) - HK$4,960,000

T Freewill Holdings Limited 2
0.59% R A5 &
(A7 i{iii)) -4,960,0003% 7T

0.18% equity investment in
Satinu Resources Group
Limited (Note (xif)) -
HK$3,350,000

T Satinu Resources Group
Limited (47 (xi)) 20.18%
RARE - 3,350,000/ 1T

0.59% equity investment in
Freewill Holdings Limited
(Note (if}) - HK$1,840,000

T Freewill Holdings Limited;Z
0.59%R AR5
(W22 i) - 1,840,000

N/A

TER

Level 3

£38

Level 3

BRREESERAT 2018F 3

Market approach
(Note (vii})

The price to book ratio of the comparable
companies is considered in the valuation
to reflect the condition that there are
premium or discount on its stock price and
its book value as at valuation date.

Discount for lack of marketability, determined
by reference to the share price of listed
entities in similar industries at 35% as
at 31 December 2018 (2017: 35.00%).

If the discount rate was 5% higher/
lower while all other variables were held
constant, the carrying amount of unlisted
equity securities would decrease/increase
by approximately HK$380,000 (2017:
HK$140,000).

REZETELBARZTERE  ARBR
EERARERERBAEAMAENT
E2BER -

R-E-\Et-A=t-0 2RENS
2 EMERREETRINEREE L
FRAB% (ZF—+5:35.00%)  MiF
#XLT/ TR MAAEMLZSS
BAE - AELTRARSEAEER
/B H04)380,0008 T (ZF — L5
140,000% 7T °

ik (it i)

Market approach The price to book ratio of the comparable
companies is considered in the valuation
to reflect the condition that there are
premium or discount on its stock price and

its book value as at valuation date.

Discount for lack of marketability, determined
by reference to the share price od listed
entities in similar industries at 35% as
at 31 December 2018. If the discount
rate was 5% higher/lower while all other
variables were held constant, the carrying
amount of unlisted equity securities would
decrease/increase by approximately
HK$260,000.

REZETELBARZTERE  URBR
EERARAREREEERMERLN

ELER

REE-\E+ZA=+-B 2RENG

FIMERCREEERZTARAN
ARG o WITRE L7/ TIEE% -
MAEARERERTE Bk L TiRA
g?g%zEﬁmﬁéﬁﬁ%‘}m/i@numoopoo
BT °
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B
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For the year ended 31 December 2018 HE—T—N\E+_-_A=1+—HILFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5.
RISK MANAGEMENT (CONTINUED)

(c) Fair Value Estimation (Continued)

Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

EMTANEREREEE)

() AAREBEME (F)

THEEFIRIAEEGEZHE
(&)

Valuation techniques
and key inputs Significant unobservable inputs

HERSRIRBARE EATURRA AR

Fair value
Financial assets Fair value as at hierarchy
MEE
EHEE RTARSZAAEE £
31 December 2018 31 December 2017
“¥-N\f+ZA=t-A ZB-tE4+-A=t-R
0.88% equity investment 0.88% equity investment Level 3
in Joint Global Limited in Joint Global Limited
(Note (iv)) - HK$540,000 (Note (i) -
HK$700,000

#Joint Global Limited 2 HJoint Global Limited 2 ERI
0.88% R A% & 0.88%RARE
(W22 iv) -540,00038 T (W) - 700,000% TE

8% equity investment in Smart 8% equity investment in Level 3
Role Limited (Note (1)) - Smart Role Limited
HK$30,300,000; (Note (i) - HK$56,560,000;

Smart Role Limited 28%HBAR#E 1 Smart Role Limited 2 £38%
(Kt () - 30,300,008 7 ; B%RERE

(W) 56,560,000 1 :

182 National Investments Fund Limited Annual Report 2018

Market approach The price to book ratio of the comparable companies
(Note (viij) is considered in the valuation to reflect the condition
that there are premium or discount on its stock price

and its book value as at valuation date.

Discount for lack of marketability, determined by
reference to the share price of listed entities in
similar industries at 35% as at 31 December 2018
(2017: 35.00%). If the discount rate was 5% higher/
lower while all other variables were held constant,
the carrying amount of unlisted equity securities
would decrease/increase by approximately
HK$40,000 (2017: HK$100,000/HK$N.
WEEWEM)  REZETELBARNZTRE  URBRIEERS
BEREREAERRMERIFTRALEN -

I-\Et-A=1-A 2RENTELITER
zwmmmw MZ%%%%%(:?—
+35.00%) ° zzumﬁtﬁ/ T85%  MAA
Z‘ ERTEAFELT 71?35‘%7_%%%5

#) /iﬁgb iﬁAO oooﬁér’u( —+%:100,000
B/ 5
Comparable sales Prices for each species were taken from on-site research and
approach (Note (ix)) interview, official construction cost journals, local practitioners,

and forestry products industry information in the PRC from
various websites in the public domains. No allowances for
transportation was considered as these costs are normally
paid by the buyer. However, the referenced prices adopted
are after allowance for the uprooting and loading. If the prices
parameters was 5% higher/lower while all other variables were
held constant, the carrying amount of unlisted equity securities
would increase/decrease by approximately RMB23,000,000/
RMB22,000,000 (2017: RMB35,000,000/RMB35,000,000).

Reasonable recovery rates were applied to allow for losses before
and during harvesting for each species at the representation
of the appointed personnel of the Group's management.

If the recovery rates were 5% higher/lower while all other
variables were held constant, the carrying amount of unlisted
equity securities would increase/decrease by approximately
RMB28,000,000 (2017: RMB4,300,000/RMB4,300,000).
AELRHER AHAREZBENRAERIERGE BARRKARRE
(i) WHERALURTRARBUZ R ERERTEER ﬁﬂ\
FORA-RAENXN HUBZEEWER - AW HR
BZ2EEENRERRRRRERA - NERSH LA/
Thow MAEEMBUERTE BELTREZS2E
HEBRIEN /504 AR K23,000000/ A KH#22,000,000
(22— 5: A\R%350000007 /A & %35,000,0007C) ©

FEEASEERRZAIRR AHPEERAARKEE
DEEFREHARENRREZAREH 2 BL - KE
S HA/ TR MAELMRHERTE Ak LTRA
BEZEESBREM/ A LN ARKB000000(Z2 -+
£ \RH43,0000007 /A K H43,0000007) «
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5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREREE(E)
RISK MANAGEMENT (CONTINUED)

- - - - e =
(c) Fair Value Estimation (Continued) (c) A2AREBEMF(E)
Reconciliation of Level 3 Fair Value THEEEIRAABHETEZEHK
Measurements of Financial Assets (Continued) (%)
Fair value Valuation techniques
Financial assets Fair value as at hierarchy and key inputs Significant unobservable inputs
MEE
tREE RTHBHZALRE 58 HERNRIEGAHE EXTURREAHE
31 December 2018 31 December 2017
“¥-N\f+ZA=t-A ZB-tE4+-A=t-R
3 Unlisted debt securities Convertible notes issued by Convertible notes issued by Premium ~ Level 3 Amortised cost model Risk-free rate of 1.62% and a coupon rate of 2.00% (2017: risk-
classffied as financial assets at FVTPL/ Premium Castle Limited Castle Limited (Note (xj) free rate of 0.86% and a coupon rate of 2.00%).
available-for-sale financial assets (Note (vi)) - = (Note (1) - HK$18 457,000
(Note 21)

The fair value measurement is negatively correlated to the credit
spread. As at 31 December 2018, the credit spread used in
the valuation is 8.68% (2017: 8.51%), and it is estimated that
with all other variables held constant, an increase/decrease of
10% in the credit spread would decrease/increase the fair value
of the convertible notes as a whole by approximately HKSN
(2017: HK$164,000/HK$166,000).

3 AERBHEEAAEEIEL fiPremium Castle Limited %172 FiPremium Castle Limited %72/ # %34 BURAER WK EERFIEI620REEE200% (ZF 15 BERTIZ086%
SHAE/RARHESHERY NRRERME ) - -%7 jE3 ] REEE200%)
FEmERES (W21 (i) - 184570008 TT

MERHEEGRAZZARBRE - K2 -N\FT2A=
T-B (AERAEREZR068% (25—t F:851%) (&
AHEERBUELTE  EREEEM/HI0%EEH
TARFRERAABEE S/ ENHTET(CE—LE:
164,002 /166,000 7T) «

4 Club debenture classified as financial ~ Debenture issued by the American  Debenture issued by the American  Level 3 Market approach Market comparable ranges from HK$2.1 million to HK$2.3 million
assets at FVTPL (Note 21) Club (Note (vif)) - HK$2,180,000 Club (Note (v} (2017: HK$1.95 millon to HKS2.1 million) and the individual
(Note (i) - HK$2,030,000 factors considered are the second hand quotation price of
American Club Corporate (Full) Membership in Hong Kong.

4 PEERERRELLEBEISE SR AThe American Club% T2 EER  FiThe American CbE T2 BHEE %34 LEyRUE) 5 LB EE N T2100000% T 2230000087 (25—t
BEEFRERWH2) (1 (i) - 2,180,000% T (i) - 2,030000% 7T 1,950000 L £2100000% ) - ffi ZEEAIR R AF %

The American Club 28 (E51) 87— FBE -

BRREESERAT 2018F 3




Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

5.

FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c)

Fair Value Estimation (Continued)

Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

Notes:

(i) Co-Lead Holdings Limited is an exempted company
incorporated in the British Virgin Islands with limited
liability on 22 January 2014, which is principally
engaged in investment holding.

(i) FreeOpt Holdings Limited is an exempted company
incorporated in the Republic of the Marshall Islands
with limited liability on 22 December 2015, which is
principally engaged in investment holding.

(iif) Freewill Holdings Limited is an exempted company
incorporated in the Republic of the Marshall Islands
with limited liability on 16 June 2014, which is
principally engaged in investment holding.

(iv)  Joint Global Limited is an exempted company
incorporated in the Republic of the Marshall Islands
with limited liability on 14 September 2015, which
is principally engaged in investment holding.

(v) Smart Role Limited is an exempted company
incorporated in the British Virgin Islands with limited
liability on 7 November 2013, which is principally
engaged in investment holding.

(vij  On 24 December 2013, the Company subscribed
a new convertible note issued by Premium Castle
Limited with principal amount of HK$18,600,000.
The completion of the subscription took place on
25 February 2014.

(viij  On 23 March 2015, the Company subscribed
a debenture issued by the American Club with
consideration of HK$1,800,000. The completion of
subscription took place on 1 June 2015.

(viii)  The market approach determines the fair value of
the assets by reference to the transaction prices, or
valuation multiples implicit in the transactions prices,
of identical or similar assets on the market.

5.
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

5. FINANCIAL INSTRUMENTS AND CAPITAL
RISK MANAGEMENT (CONTINUED)

(c)

(d)

Fair Value Estimation (Continued)

Reconciliation of Level 3 Fair Value
Measurements of Financial Assets (Continued)

Notes: (Continued)

(ix)  Comparable sales approach is the present market
value in terms of price per unit volume of the final
product and the total merchantable volume of each
species in the concession as basis for coming up
with the estimated value. The underlying theory of
this approach is existing market price is dependent
parameter since it reflects how much the buyer is
willing to pay and how much the seller is willing to
receive to give up his goods and services.

X) Binomial option pricing model determines the fair
value of the assets by adopting discrete time, non-
closed form model of varying price over time of the
underlying instruments.

(xi)  Amortised cost model is the amount at which the
financial asset is measured at initial recognition
minus principal repayments, plus or minus the
cumulative amortisation using the effective interest
method of any difference between that initial amount
and the maturity amount, and minus any reduction
for impairment on uncollectibility.

(xi)  Satinu Resources Group Limited is a company
incorporated in the British Virgin Islands with limited
liability on 17 August 2016, which is principally
engaged in integrated financial services, securities
brokerage services, money lending, securities and
other direct investments.

Capital Risk Management

The Group manages its capital to ensure that the
Group will be able to continue as going concerns
while maximising the return to stakeholders through
the optimisation of the debt and equity balance. The
Group’s overall strategy remains unchanged from
2016.

The capital structure of the Group mainly consists of
net debt, which include short-term loans, obligations
under finance leases and promissory notes and
interest-bearing other payables. It finances its operation
primary through equity attributable to owners of the
Company, comprising share capital, share premium,
share option reserve, financial assets at FVTOCI
reserve, exchange reserve and accumulated losses.

EMTAREXRERREE(E)

(c) AREEMF (&)

EHEEFIRAALEBHETEZLHIEK
(&)

Wit (&)

(ix) FAELBRHEE/UZSHARER
REMZBRTHEKRSELHE
BB EE) kM5 AT SRR E
EREE FFEEMMAFEE- 1
TAEZEARERR/BITTERKE
28 RARRETBRENHZE
BEE T ENE YRR HRG M
B8 B MER 2 (B A% e

() A HIREE B R AR A A
(BB T AEREREMA AR
ZHHAAGAER)BEEEEZAR
BfE-

(x) EHAAELSRLHEREE
EREEZSBERATER - SN
ARBERTNT CRER RS HE L
EAERABERNBAFEZ R5f
B BRERTATKREMEELZ
R E 2 IR -

(xii)  Satinu Resources Group Limited
R—ERZZE—XR"ENATLA
REBREXFSTMKLOHER
NA FERBEEUBRY
BHFREERE  HE BFR
HEERE -

(d) EXRBEER

AEEEREEAR  UBERAEEER
BESELE YREEBELLEBKR
Baz@h SERDBIIREGR
BEE AREZBERBEE TN
FLoWAW BB -

AEBZEARBIBRREELKFE
(BREEHMER BMEBEERE AKX
EBRRFABEMENKEA) AEBEE
RRBAAREBARGEED (BHEK
- Binid(E - BAERE  REME
B ERRAREEINRZEREER
BeeREE ERRFERREEE)
REKERNES -
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Notes to Consolidated Financial Statements
A MEERERMEE
For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

5. FINANCIAL INSTRUMENTS AND CAPITAL 5. €@ T AR EXREKEE(E)
RISK MANAGEMENT (CONTINUED)

(d) Capital Risk Management (Continued) (d EXRBEEEE)
Gearing Ratio BEXEFH=E

AEERAREFR/RTZUBER - K
BAKBEZBER REBPRZELRE
B R CAEBRERIAE R EREFTE)

The Group has adopted a higher finance leverage
compared to the last year. Based on the Group’s policy,
the gearing ratio, as calculated as total debt divided

by total equity at the end of the reporting period was UM
as follows:
2018 2017
=E-N\F —E—tF
HK$’000 HK$'000
FET FET
Debt (Note (})) &% (7)) 109,658 158,435
Equity (Note (i) w75 (B 72 (i) (100,495) (47,443)
Gearing ratio BARBELE N/A T iE N/A 138 A
Notes: Wiz
(i) Debt comprises short-term loans, obligations under (i) BEEEREEHER BEHREEX
finance leases, promissory notes and interest- EREEBREMESEMNK
bearing other payables. Ig o
(i)  Equity includes all capital and reserves attributable iy HERVEEARTEEAEBEZME
to owners of the Company. BRI -
6. SEGMENT INFORMATION 6. DEER
The Group manages its business by both business lines and AEERBEGSERMEEELER - 27|
geography. In a manner consistent with the way in which FTRERETETSAIETELERETERE
information is reported internally to the Board of Directors, DEEBRRFEDERRZATRE —50
being the chief operating decision maker, for the purposes of REERBEBVBRELAESRMAZES 2
resource allocation and assessment of segment performance, AZ2®HBMAT:
the Group has presented its reportable segments under
HKFRS 8 as follows:
Business Segment EX S|
The Group operates one segment for both years ended B2 \Fr_ZTE—+tF+=-A=+—H
31 December 2018 and 2017. All of the Group’s revenue was IEMEFEAN  REBLE B E - ~E
derived from investment income from investments in listed B2 RERELTESFRIELTE
and unlisted securities. Accordingly, the Group does not have HEZHRBWA il AREXEFERATZ
separately reportable segment. WK -
186 National Investments Fund Limited Annual Report 2018



Notes to Consolidated Financial Statements
mEMEHRERME

For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

SEGMENT INFORMATION (CONTINUED) 6. 7 E &R (&)

Geographical Information i E & #
The Group’s operations are located in Hong Kong. The AEBZEBURES - TRIREAEEHIE
following table provides an analysis of the Group’s revenue HETHE D2 Ram DI

by geographical market:

Revenue by

geographical market

RibBEH 5 & 52 W=
2018 2017
—E-N\E =
HK$’000 HK$’000
FE T Fit T

|

Hong Kong o 9,690 2,915

The following is an analysis of the carrying amount of non- REEMEMRE S ZERBEE (TERER
current assets (excluding financial assets at FVTOCI) analysed Ht2EREREANEBBEIRZEHEE)
by the geographical area in which the assets are located: RESEIMAT

Carrying amount
of non-current assets

FRBEEZEEE
2018 2017
—T-N\E —F—tF
HK$’000 HK$'000
FHExT FHT
Hong Kong e 2,059 24,015
No single customer of the Group contributed 10% or more REERMBEFEARESE —KPE 2T RBE
to the Group’s revenue for both years. ANEBUZE10% A L o

BEREESHERAOT 2018F &K
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Notes to Consolidated Financial Statements
A MEERERMEE
For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

7. REVENUE 7. W&
The amount of significant category of revenue recognised REANERREZHNKESBOAT

during the year is as follow:

2018 2017
—E-N\F —EF—tF
HK$’000 HK$'000
TER TAT

Net gain on financial assets at fair value ~ REFZE A ABEEY K (R

through profit or loss (“FVTPL?) (Note) BREAAREBEIKDZ
SREE WG FRE
(K7 &%) - 575
Bank interest income BT F B A 3 30
Interest income from financial asset at REZEALBEIEZ
FVTPL SREEEZ M BRA 2,337 2,064
Dividend income f& B A 7,350 246
9,690 2,915
Note: Bt -
Net gain on financial assets at FVTPL represented: REZXRRAANEBEINRZEREE 2 WmF
g -
Equity securities
N
2018 2017
—E-N\F —T—tF
HK$°000 HK$’000
THT FHET
Proceeds on sales HEMBRIE = 13,365
Less: Cost of sales O SHE B AR - (12,790)
Net realised gain on financial assets at RERREAAEBEIERZ
FVTPL CMEEZEER N FHE = 575
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Notes to Consolidated Financial Statements

AV BWmEWNT
For the year ended 31 December 2018 HZE—ZT—N\F+_A=1+—HILFE
OTHER INCOME 8. HwA
2018 2017
—E-N\F e
HK$’000 HK$’000
FHET FAET
Gain on settlement of short-term loans HEEGHER K 1,367 -
Waiver of payment of consultancy fee BB RAENRK = 3,313
Sundry income HMIEUA 500 1,211
Net exchange gain M 5, Y 2 )5 58 - 1
1,867 4,525
FINANCE COSTS mh & A
2018 2017
—E-N\F ZT—tF
HK$’000 HK$'000
FHExT FET
Interest expenses on promissory notes BB 7R B 5,848 5,829
Interest expenses on other payables HAinERRIE 2 F B X 104 9,338
Interest expenses on short-term loans HHERZFBRAX 677 163
Interest expenses on obligations under BEHEREZFERX
finance leases 47 78
Interest expenses on securities trading BHBEECMNERX - 7
6,676 15,415
TAXATION 10. BB

Current Taxation

No provision for Hong Kong Profits Tax has been made as
the Group had no estimated assessable profits for the year
ended 31 December 2018 (2017: Nil).

Bl 5 i 18
MRAEERBRE-T—/\F+-A=+—H

IEFE I A F R RBOEN R B F B
MEBELREB( CE—tF 8-

BEREESHERAOT 2018F &K




Notes to Consolidated Financial Statements
A MEERERMEE
For the year ended 31 December 2018 HE—T—N\E+_-_A=1+—HILFE

10. TAXATION (CONTINUED) 10. B 1E (&)
Current Taxation (Continued) B HA 56 18 (4&)
The income tax expense for the year can be reconciled to FAMSHRALEGAEEREM2EKE
loss before taxation per the consolidated statement of profit RZBBAIEEHERET

or loss and other comprehensive income as follows:

2018 2017
—ZE-N\F —E—+F
HK$’000 % HK$'000 %
FHET % FAT %
T
Loss before taxation W B Bl B 1B (59,654) (123,593)
Tax at Hong Kong Profits Tax rate of 1% %& /& F15 5 B £16.5%
16.5% (2017: 16.5%) (ZZT— 1t F:16.5%)
HEZRE (9,843) (16.5)  (20,393) (16.5)
Estimated tax effect on income that & 7 J& 22 %4 i A H#ﬁ’ﬁﬁ%
are not taxable in determining BB AZ Gt B2
taxable profit (1,599) (2.7) (386) (0.3)
Estimated tax effect on expenses that & & & sR £ % Al B AN A1 40
are not deductible in determining MAS 2R E
taxable profit 5,851 9.8 12,327 10.0
Estimated tax effect of temporary ERER 2B
difference (615) (1.0) (392) (0.3)
Estimated tax effect of unrecognised & it F2 Fi IEJE'ETEZ
tax losses mERBEE 6,206 10.4 8,844 74
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Notes to Consolidated Financial Statements
mEMEHRERME

For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

11. LOSS FOR THE YEAR 11. FAEE
2018 2017
—E-N\F T4
HK$’000 HK$’000
FHET FAET
]
Loss for the year has been arrived after charging: FABE TR TS
BIEER:
Auditors’ remuneration 1% 25 A B &
— Audit services — BRR® 350 350
— Non-audit services — EBEZRS = 150
Directors’ and chief executive officers’ BEERTTHRBHEMN
emoluments (Note 12) (Bt 12) 3,735 5,560
Total staff costs, excluding Directors’ emoluments @8 TR
(TEEEEMD) 12,494 15,253
Depreciation of property, plant and equipment M- BMEMERETE 2,652 11,110
Operating lease rental in respect of land and building LT REFZEEHE
He 10,331 12,231
Written off of property, plant and equipment W - BB K% S 1,652 =
Loss on disposal of property, plant and equipment HEME  BEREE
Z B8 236 =
Change in fair value of financial assets at FVTPL POE 2 U S R IR
AREBEIEZ S H
BEZANEBEEY 20,279 -
Impairment loss of available-for-sale financial assets At HE SR EE 2
VEREY RIS = 13,868
Impairment loss of other tangible assets HMBREE ZRE
& 18 8 1,007
Impairment loss of other receivables H b E U R IE 2 R (B
& 18 1,674 40,800

BRREESERAT 2018F 3




Notes to Consolidated Financial Statements
A MEERERMEE
For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

12. DIRECTORS’ AND CHIEF EXECUTIVE 12. EERTHEIME
OFFICERS’ EMOLUMENTS

The emoluments paid or payable to each of the 11 (2017: B2 )\Frk_FT—+tF+=-_A=+—H
eight) directors and the chief executive officer for the years HFEENSENT—R(ZZE—1F: \R)
ended 31 December 2018 and 2017 were as follows: EERTHER M5 EHOT -

2018 —E-N\F

Contribution

Name of Director/ Other  to pension
Chief Executive Officer Fee Salary benefits scheme Total
Rike
ES /THRARESR e E2 kS Ht @ F SRR &t

HK$’000 HK$000 HK$’000 HK$’000 HK$'000
TR TR TR TR TR

Executive Directors HTES
Mr. Wong Danny F. (Note (i) TRIE S E(H 32 )) - 1,215 1,260 18 2,493
Mr. Wu Tse Wai, Frederick (Note (i) ~ RF B &E (A (i) - 264 - - 264
Mr. Fong Chi Wah (Note (i) T EE LA (W i) - 185 - 9 194
Mr. Chan Cheong Yee (Note (iv) BRE&RKEMW H (V) 34 - - - 34
Non-executive Director FETES
Ms. Xie Xiangrong (Chairman) (Note () #P & &+ (F &)

(B 5() 70 - - - 70
Independent Non-executive BUEHTES

Directors
Mr. Char Shik Ngor, Stephen (Note (vi) & 5 % % 4 (#i2 (v) - 173 - - 173
Mr. Liu Jin s - 189 - - 189
Mr. Law Tze Lun (Note (vi) BIBEEM W) - 137 - - 137
Mr. Li Li (Note (vii) 05 (7 2 (vii) 56 - - - 56
Ms. Chan So Fong (Note (ix)) BR=F Lt (W iz(x) 27 - - - 27
Mr. Liao Kai (Note (x) B\ 5 & (W 2 () 27 - - - 27
Chief Executive Officer THAR
Mr. Feng Wen (Note (xi) B3R (B ) = = = - -
Mr. Dai Wei (Note (xij) B 5 (0 22 (i) - 70 - 1 71
214 2,233 1,260 28 3,735
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Notes to Consolidated Financial Statements
mEMEHRERME
For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

12. DIRECTORS’ AND CHIEF EXECUTIVE 12. EERTHEADIHME (F)
OFFICERS’ EMOLUMENTS

(CONTINUED)
2017 —E—+F
Contribution
Name of Director/ to pension
Chief Executive Officer Fee Salary Other benefits scheme Total
B/ THBHRLE e e Hft 18 7 STEIf R =H

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TR THET TET TR

Executive Directors HITES

Mr. Wong Danny F. (Chairman) (Note (j) TR %4 (/&) = 1,500 1,680 18 3,198

Mr. Wu Tse Wai, Frederick (Note (i) ~ RFELE = 378 = = 378

Mr. Fong Chi Wah (Note (i) FEERE = 277 = 14 291

Non-executive Directors FHTEES

Mr. Gao Chengming (Note (xii)) B (I A ) = 98 = = 98

Mr. Lau Chi Lung, Johnny (Note (xiv) 2|82 5 4 (f &2 (i) = 98 = = 98

Independent Non-executive BUFBTES

Directors

Mr. Char Shik Ngor, Stephen (Note () E$HH %% = 189 = = 189

Mr. Liu Jin BERE = 189 = - 189

Mr. Law Tze Lun (Note (vij) BIBEAE = 189 = = 189

Chief Executive Officer THhER

Mr. Feng Wen (Note (xj)) B SUSE (HT 2 (i) = 930 = = 930
- 3,848 1,680 32 5,560

BERREESHR AR 20185F




Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

12. DIRECTORS’ AND CHIEF EXECUTIVE
OFFICERS’ EMOLUMENTS
(CONTINUED)

Notes:

(i) Mr. Wong Danny F. resigned as a chairman on 8 October
2018 and resigned as the executive director on 18 March
2019.

(i) Mr. Wu Tse Wai, Frederick resigned on 12 September
2018.

(iif) Mr. Fong Chi Wah resigned on 31 August 2018.

(iv) Mr. Chan Cheong Yee appointed as the executive director
on 27 November 2018.

(v) Ms. Xie Xiangrong appointed as a chairman and non-
executive director on 8 October 2018.

(vi) Mr. Char Shik Ngor, Stephen resigned on 20 November
2018.

(vij  Mr. Law Tze Lun resigned on 21 September 2018.

(viii) ~ Mr. Li Li appointed as independent non-executive director
on 8 October 2018.

(ix)  Ms. Chan So Fong appointed as independent non-
executive director on 20 November 2018.

(X) Mr. Liao Kai appointed as independent non-executive
director on 20 November 2018.

(xi)  Mr. Feng Wen appointed as the CEO on 21 March 2016
and resigned on 27 June 2018.

(xii)  Mr. Dai Wei appointed as the CEO on 8 October 2018 and
resigned on 13 March 2019.

(xiii)  Mr. Gao Chengming appointed on 4 March 2015 and
resigned on 30 June 2017.

(xiv)  Mr. Lau Chi Lung, Johnny appointed on 17 March 2015
and resigned on 30 June 2017.

During the years ended 31 December 2018 and 2017, there
was no arrangement under which a director or CEO waived
or agreed to waive any emoluments.

For both years ended 31 December 2018 and 2017, no
emoluments were paid by the Group to the directors or CEO
as an inducement to join, or upon joining the Group, or as
compensation for loss of office.

12. EERTHRARME ()

(i)

(ii

(ii)

(iv)

(vi)

(vii)

(vii)

(ix)

(xi)

(xil)

(xili)

(xiv)

FREEER-T—N\F+H/\BEEX
B YR ZE-AEF_T-AF=A+N
ABHERITES -

RFEEERZ-NFAAT_BHE
HITEE -
DEELRER_Z—\FNA=+—8%
ERITES -

REELLER_FT-NF+—-—H=_t+tH
EZERBITES -

HAMBELZEIR_"FT-—NF+ANBEZE
REFBRIEWITESE -

EHREENR_ZE—N\F+—A=-+HE
EBILIEHITES ©

BIFBEEN—_T-N\FhA-_+—B#E
EBIRTES -

FHRER_Z-N\FTANBREZER
BYFEHMITES -

BEFZEIR=_T—N\F+—A=-+RH%E
ZEBBIYIERITES -

BIEER_Z-N\F+-A-+HEZ
ERBIFANTESE -

BXERERZZE-\FRAZTLEEE
TR

BEEENR_ZT-N\FTANBEZER
THRER YR-_F-NAF=A+=0#
£ -

S EER-_E—+FENA=THEE
FEHMITESE o

BMELER-_T—LFRNA=TEHE
FEHMITESE o

RBEE-_Z-NFER-_Z—+F+-HA=+—H
LEE BEEENTRAANEXRBINRE
ERBMEZ 25 -

BE-Z-\FR-F-+E+=A=+—AL

FE-

AEEHERESRTREAHEINME

ERIMAREE 2 RE) BB A E -
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Notes to Consolidated Financial Statements
mEMEHRERME
For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

DIRECTORS’ AND CHIEF EXECUTIVE 12. EERTHATM S (E)
OFFICERS’ EMOLUMENTS
(CONTINUED)
The number of the directors and CEO fell within the following BEERITHAH cMSARNT:
bands:
Number of directors and CEO
EERTHARAK
2018 2017
—%-N% —T—Lf
Nil to HK$1,000,000 = %1,000,000/ 7T 12 8
HK$1,000,001 to HK$1,500,000 1,000,001 7t 21,500,000/ 7T - -
HK$1,500,001 to HK$2,000,000 1,500,001/ 7T £2,000,0007% 7T - -
HK$2,000,001 to HK$2,500,000 2,000,001/ 7T 22,500,000/ 7T 1 —
HK$2,500,001 to HK$3,000,000 2,500,001/ 7T £3,000,0007% 7T - -
HK$3,000,001 to HK$3,500,000 3,000,0017% 7t £3,500,0007% 7T - 1
13 9
SENIOR MANAGEMENT’S 13. EREBAEMERBSHAL
EMOLUMENTS AND INDIVIDUALS WITH
HIGHEST EMOLUMENTS
(a) Five Highest Paid Individuals (@ ENESHFEAL
The five individuals whose emoluments were the AEBFARAUESFHATH  BiF—
highest in the Group for the year included one executive H(ZE—EF: —RB)WITES - £
director (2017: one) whose emoluments were reflected SEREREMBRRIFI2EIZ25 25
in the analysis presented in Note 12 to the consolidated MR - HAMNE (ZF—EF: m4)
financial statements. The emoluments of the remaining ATZMESAT:
four individuals (2017: four) were as follows:
2018 2017
—E-N\F —E—+F
HK$’000 HK$’000
FET FET
Salaries and other short-term FekHMmEHES
employee benefits =l 5,772 5,530
Contribution to pension scheme BRIREETEIH R 30 36
5,802 5,566

HREEESERAT 2018F & 195




Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

13. SENIOR MANAGEMENT’S

EMOLUMENTS AND INDIVIDUALS WITH (%
HIGHEST EMOLUMENTS (CONTINUED)
(@) Five Highest Paid Individuals (a)

(Continued)

The emoluments of the four individuals (2017:
four), included four individuals (2017: four) of senior
management, with the highest emoluments are within
the following band:

13. SREBEAEMERESHAL

==

)

TGRS H AL (H)

mE(CTE—tF OB ESFAL(E
ENE(CE—tF B BREEA
B)zMeARWT:

Number of individuals
AE
2018
—E-N\F

2017
—E—+F

Nil to HK$1,000,000 £ 21,000,000 7T

- 1

HK$1,000,001 to HK$1,500,000 1,000,001 7t %1,500,000% 7& 2
HK$1,500,001 to HK$2,000,000 1,500,001 7T &2,000,000% 7T 2 2
HK$2,000,001 to HK$2,500,000 2,000,001 7T 2,500,000 7T - 1
4 4
(b) Senior Management of the Company (b) XREIZEREBEAE

The emoluments of the senior management of the
Company are within the following band:

ARABRERABZMEMBIMT :

Number of individuals
AE
2018
—E-N\F

2017
—E—tF

Nil to HK$1,000,000 £ 21,000,000 7T

- 1

HK$1,000,001 to HK$1,500,000 1,000,001 7T &1,500,000% 7T 2 —
HK$1,500,001 to HK$2,000,000 1,500,001 7T & 2,000,000 7T 2 %
HK$2,000,001 to HK$2,500,000 2,000,001 7t &2,500,0005% 7T - 1

4 4

During the year, no bonus was paid to the five
highest paid individuals of the Group (2017: Nil). No
emoluments were paid by the Group to any of the five
highest paid individuals as an inducement to join, or
upon joining the Group, or as a compensation for loss
of office (2017: Nil).
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15.

Notes to Consolidated Financial Statements

AR B BT AR M A

For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

DIVIDENDS

The directors of the Company do not recommend the
payment of a dividend in respect of both years ended
31 December 2018 and 2017.

LOSS PER SHARE

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

14. B2

ARBEFTEBRNBEE_FT-N\FE=_F
—tEFE T A=+t —HIERBAFEZRE -

15. SR E B

ARREEANBEZERERNRBEEERT
BTIIBURE

2018 2017
—E2-N\#F —T—tF
Loss HK$’000 HK$'000
&8’ FET FHT
Loss for the purpose of basic and FTEEREARKEEE
diluted loss per share BREXAZEBA (59,654) (123,593)
2018 2017
—E-)N\F —E—F
Number of shares ’000 ‘000
RHHE Sl T
(restated)
(E7)
Weighted average number of ordinary shares for &t5 & % & A N #5815
the purpose of basic and diluted loss per share 1875 5 F 2 % 3@ & hn
R 8 373,877 254,524

The weighted average of ordinary shares for the purpose
of calculating basic loss per share for the year ended
31 December 2018 have been adjusted for the effects of
rights issue and placing of shares completed on 2 January
2018 and 23 October 2018 respectively and also the share
consolidation completed on 6 March 2019 (2017: adjusted
for the effects of both placing and rights issue completed
on 10 January 2017, 7 March 2017 and 2 January 2018
and the share consolidation completed on 6 March 2019
respectively). The share consolidation completed on 6 March
2019 has been reflected retrospectively by restating the
weighted average number of ordinary shares for the year
ended 31 December 2017.

For the years ended 31 December 2018 and 2017, the
Company’s outstanding share options were not included in
the calculation of diluted loss per share because the effects of
the Company’s outstanding share options were anti-dilutive.

HREEESER AT 2018F & 197

BHEZZ—/\F+=ZA=+—HLEFE &
BREANGBRERBZLTBRNETSHE
DRER=_E-—NF—AZBE=_ZE—N\F+
AZ+=HERZ2HEBREREERHURRZ
T-NFZANBEXRZBHEHZHEE
HAECE—tF : DA R=ZE—F—
A+H -—ZE—+t&=ZA+tAR-ZT—N\F—
AZHERZEERHEBRARR=ZZE-NF
ZARNBERAZBROEHZEEELAE) -
HE-_ZT—+FE+-A=+—HIFE2LE
BMEFHHELEE  UBHRBARZ
TE-NEF=ZRANBERZBROAHZTE-

HE_Z-\HFR-_ZE—+tF+=-A=+—H
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RElZ MARITEEREFELEA -




Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HE_—Z

=MGEar = F)=r — (Bl e 4

16. PROPERTY, PLANT AND EQUIPMENT

16. Y% -

BB KR

&

Leasehold Furniture and Office Motor
improvement fixtures equipment Computer vehicles Total
HEWELE HKHRREE WAZERE S "E &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET FET FET
At cost &R A&
As at 1 January 2017 RZT—+tF
—HA—H 19,622 8,372 602 1,133 8,490 38,219
Additions HEE 950 = = = 2,081 3,031
As at 31 December 2017  RZZT— L%
and at 1 January 2018 +=-A=+—8
ERZZ-N\EF
—A—AH 20,572 8,372 602 1,133 10,571 41,250
Disposal HE = (176) = = (2,081) (2,257)
Written off i 85 (20,572) (8,190) (6579) (1,133) = (30,474)
As at 31 December 2018 ~ R=-T—/\F
+=R=+—~H = 6 23 = 8,490 8,519
Accumulated 2B
depreciation
As at 1 January 2017 R=ZF—+t&
—A—AH 11,728 5,272 314 814 5,580 23,708
Charge for the year FRX M 6,621 2,428 17 303 1,641 11,110
As at 31 December 2017 ~ RZZT—+t 4
and at 1 January 2018 +=-A=+—8
RRZZ—N\F
—A—H 18,349 7,700 431 1,117 7,221 34,818
Charge for the year FRZH 945 423 35 15 1,234 2,652
Disposal H & = (175) = = (438) (613)
Written off b€ (19,294) (7,944) (452) (1,132 - (28,822)
As at 31 December 2018 —T-N\F
+: = = 4 14 = 8,017 8,035
Net carrying amount REFE
As at 31 December 2018 R=-ZT—/\&
+=A=+-8 = 2 9 - 473 484
As at 31 December 20177 ~ R-T—+ 4%
+=A=+-—~H 2,223 672 171 16 3,350 6,432
During the year ended 31 December 2017, additions of motor BEZZ—+tF+-A=T—RHILFE  £LE

miﬁuﬂ #92,081,0007% T2 B4 & 10 & 12
B ﬁﬁZKE@ﬁAmméﬁialaT%ﬁzmi
BREEX 51,782,000 7T - R—Z—N\F+=
A=+—8" $%l§£éﬂiﬁéﬂéﬁ%ﬂi§flﬁﬁ%
B2RE -

vehicles was financed by finance leases were approximately
HK$2,081,000 and carrying amount of the Group’s motor
vehicles held under finance lease was approximately
HK$1,782,000. The Group had no motor vehicle held under
finance leases as at 31 December 2018.

»
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Notes to Consolidated Financial Statements

AV BWmEWNT
For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE
17. OTHER TANGIBLE ASSETS 17. B EE
HK’000
FTERT
Cost 29N
As at 1 January 2017, 31 December 2017 R=ZE—+tF—H—H
and 1 January 2018 RZZF—+F+=A=+—H

ERZZE—-—N\F—H—H 21,730
Disposal during the year FALE (20,140)
As at 31 December 2018 RZEBE-N\FE+ZA=+—H 1,590
Accumulated impairment 25t R E
As at 1 January 2017 R=ZE—+tF—H—H 3,140
Impairment for the year FARE 1,007
As at 31 December 2017 and 1 January 2018 RZE—+tF+=ZA=+—H

ERZZ—-N\E—H—H 4,147
Impairment for the year FARE 8
Disposal during the year FALE (4,140
As at 31 December 2018 RZZE—N\F+=ZA=+—H 15
Carrying amount FESHE
As at 31 December 2018 R=ZZB-NF+=ZA=+—8H 1,575
As at 31 December 2017 RZB—t&+HA=+—H 17,583

The amount represents the aggregate cost of art work and
diamond ring held by the Group. During the years ended
31 December 2018 and 2017, the directors of the Company,
after referencing to professional valuation reports, determined
that there is impairment loss of approximately HK$8,000
(2017: HK$1,007,000) as the recoverable amounts of the other
tangible assets were below their carrying amounts.

The recoverable amount of other tangible assets are
determined based on its fair value less costs to disposal by
market comparison model. The value of the assets assessed
by comparing the asset being valued to comparable items
recently sold. Using similar units of comparison, adjustments
are made based on the elements of comparison to the sales
prices of the comparable. The fair value hierarchy is Level 2.

ZECHEASEMBENRRER ZKA
BEE - NEE_T—)\FER=T—+tF+=A
=t+—HILFE E2EFEHERSE L
RARBEET BHREMEFEE ZA KD
SHEREEESEE  HUREKEL 58,000
BT (=T —+ % 1,007,000 7T) °

HBREEZARE B ERM ST
FRBEAREBERKEXNAEE - BEEE
BEzHERUSLBAFGEERAKOLE
ZAELERIER - FAHECARULRE
i YERREBARHUELRABZE
BIELHRR -BFEAREBEBSE2R -

BRREESERAT 2018F 3




Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

18. INTERESTS IN ASSOCIATES

A detail of the Group’s interests in associates is as follows:

18. RBE QT 2R

2018 2017
—E-N\F —FtF
HK$’000 HK$'000
FHET FAET
Cost of investment in associates RN i &= YN
— Unlisted — Lt = -
Share of post-acquisition loss and FE(R UL B 18 fE5 18 e EAth
other comprehensive income, net of 2ERE  NBRE R
dividends received % 2
— Unlisted — 3Lk = -
Amount due from an associate (Note (i) JE Wi B & A Bl 3R IR
(H17E0)
— Unlisted — 3ELET 30,000 30,000
Less: share of post-acquisition loss and RIS EREE R
other comprehensive income, net of Hi 2wk - 0k
dividends received B U B B
— Unlisted (Note (ii)) — FE b (B A (i) (30,000) (30,000)
Total FekE) = —
Notes: Hrat:

(i)

(i)

The amount due from an associate is unsecured, interest- (i)

free and has no fixed terms of repayment. In the opinion
of the directors of the Company, the Company will not
demand repayment within one year from the end of
reporting period and are therefore considered as non-
current.

On 17 April 2014, Essence Sharp Holdings Limited, a
wholly-owned subsidiary of the Group, has established
Medisun Holdings (Overseas) Limited (“Medisun
Holdings”), incorporated under the laws of British Virgin
Islands. The principal activities of Medisun Holdings and
its subsidiaries are development of bio-pharmaceutical
and regenerative medicine system and products. The
investment cost amount to approximately HK$800 and the
Group did not share of losses of associates for the years
ended 31 December 2018 and 2017.

In the opinion of the directors of the Company, the
amount due from an associate form part of the Group’s
net investment and the Group did not share of losses
of associates for the years ended 31 December 2018
and 2017.
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Notes to Consolidated Financial Statements
mEMEHRERME

For the year ended 31 December 2018 HE—_ZE—\&F+_A=+—HIFE

INTERESTS IN ASSOCIATES 18. REEE ARl 2 %= (&)
(CONTINUED)
Details of the Group’s associates which are held indirectly R )\EER_ZE—+tF+-_A=+—H0"
by the Company as at 31 December 2018 and 2017 are as HARRIEERBCASEBE A G 255 1FE
follows: m
Proportion of
Principal Class of nominal value Proportion
Name of Form of Place of Fully paid place of shares of issued share of voting  Principal
Associate entity incorporation  share capital operation held capital held power held activities
BRI it
BENRER EEFS afRIESE CHERE  FEEEHY FEROERN RAEREHA W REERH TEEH

Medisun Holdings Incorporated British Virgin US$50,000 Hong Kong Ordinary 30%  30% (Note ()  Investment
Islands holdings
Medisun Holdings Bl AEELEE 50000ET BB LR 30% 30% M) RERR
Hong Kong National Incorporated Hong Kong HK$5 Hong Kong Ordinary 20%  20% (Note (ij)  Dormant
Investments Fund
Limited
EREREGERER KT Bk 5B B LEk 0% 20% (M) ETEEx
NG
OBOR Investment Fund  Incorporated Hong Kong HK$100 Hong Kong Ordinary 30%  30% (Note (i)  Dormant
Limited
—F-BREESBER #fKu ) 100% 7T BE LR 30% 30% (M) EEE%
AR
Notes: K aF
(i) The Group holds 30% of the issued share capital of (i) 7N £ B # A Medisun  Holdings 230% E.

Medisun Holdings. The directors of the Company consider
that the Group does have significant influence over
Medisun Holdings and it is therefore classified as an
associate of the Group.

BORAN - ARAEERA AEEY
Medisun Holdingsﬁijﬁ%%ﬂ & 1t %
HoBAREBZHE AR

(i)

(i)

The Group holds 20% of the issued share capital of Hong
Kong National Investments Fund Limited (“Hong Kong
National”). The directors of the Company consider that the
Group does have significant influence over Hong Kong
National and it is therefore classified as an associate of
the Group.

The Group holds 30% of the issued share capital of OBOR
Investment Fund Limited (“OBOR Investment Fund”). The
directors of the Company consider that the Group does
have significant influence over OBOR Investment Fund and
it is therefore classified as an associate of the Group.

(ii

(ii)

BRREESERAT 2018F 3

AEBEBEEEERESERAERA
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Notes to Consolidated Financial Statements
A MEERERMEE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

18. INTERESTS IN ASSOCIATES 18. REE NT %= (8F)
(CONTINUED)
Summarised financial information in respect of each of ERAEBESHERR UM BERBEHT
the Group’s associates is set out below. The summarised IR o N X FTF 2 BA 75 B R BE ZE 45 B R A
financial information below represents amounts shown in the RREBVBREENFR 2 VBREAT
associates’ financial statements prepared in accordance with SF e
HKFRSs.
All of these associates are accounted for using the equity FiBE S E AaHUER AT AL
method in these consolidated financial statements. A RE -

Medisun Holdings

2018 2017

—B-N\F —T—+tF

HK$°000 HK$’'000

FExT FHT

Current assets mEEE 121,482 61,976
Non-current assets FERBEE 106,631 108,906
Current liabilities mEEE (468,482) (80,690)
Non-current liabilities EREBEE (67,362) (372,492
Revenue W x5 79,479 57,044
Loss for the year FANBE (21,296) (88,298)

Loss attributable to the Group AEBEGERE = -

y
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Notes to Consolidated Financial Statements
mEMEHRERME
For the year ended 31 December 2018 H#E-_Z—N\FE+-_A=+—BItFE

18. INTERESTS IN ASSOCIATES 18. Rt ENTI 2= (&)
(CONTINUED)
Reconciliation of the above summarised financial information LB E R B AR A B SRR A PTRERR
to the carrying amount of the interest in the associate REE ATz R 2 RESR 2 HER:

recognised in the consolidated financial statements:

Medisun Holdings

2018 2017
—E-N\E —F—+tF
HK$’000 HK$’000
FHET FAET
Net liabilities attributable to the owners of ZHERNREA A
the associate EHFEE (307,731) (282,300)
Proportion of the Group’s ownership interest 7K & B 7 Medisun
in Medisun Holdings Holdings 2 # & #
T &3 Ll 30% 30%
Share of post-acquisition loss and other FE M Uk B 12 5 1R &
comprehensive loss, net of dividends received — E b2 HEE 18
MK E A B = =
Amount due from an associate FE U — R Bt & A Bl 5K IE = -
Others HAh = -
Hong Kong National
BEBER
2018 2017
—2-N\F —T—tF
HK$’000 HK$’000
FExT FET
Current assets mENEE 25 4
Non-current assets ERBEE = -
Current liabilities mEBAE (33) (11)
Non-current liabilities FEnRBAE (30) (28)
Revenue W 25 = -
Loss for the year FABE (3)
Loss attributable to the Group AEBEEEE =

BEREESHERAOT 2018F &K




Notes to Consolidated Financial Statements
A MEERERMEE
For the year ended 31 December 2018 H#E-"Z—NE+-_A=+—BIFE

18. INTERESTS IN ASSOCIATES 18. REtENTI 2 (&)
(CONTINUED)
Reconciliation of the above summarised financial information LB AR Z AR A B SRR A PTRERR
to the carrying amount of the interest in the associate REE ARz R 2 REE R 2 HER:

recognised in the consolidated financial statements:

Hong Kong National

EBER
2018 2017
—E-N\F —E—LtF
HK$’000 HK$’000
FHET FET
Net liabilities attributable to the owners of ZEE NR A AEAS
the associate FAE (38) (35)
Proportion of the Group’s ownership interest AEBREBRE B
in Hong Kong National B EER L 20% 20%
Share of post-acquisition loss and other FEAG U B 18 E5 18 I Hofh
comprehensive loss, net of dividends received 2 HEE 8 @ KD K
fig 8 = —
Carrying amount of the Group’s interest AEBRBT BB R ZHE
in Hong Kong National w2 REE R = —
OBOR Investment Fund
—E-BREES
2018 2017
—E-N\F —ET—tF
HK$’000 HK$’000
FHET FET
Current assets MEEE 6 5
Non-current assets ERBEE = -
Current liabilities mEBE = -
Non-current liabilities ERBAFE (54) (52)
Revenue W 25 = -
Loss for the year FREE 2) (7)
Loss attributable to the Group AEBEGEEE = =
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AR B BT AR M A

2 =]

For the year ended 31 December 2018 #H#ZEZ—Z—\F+_A=+—HILFE

18. INTERESTS IN ASSOCIATES
(CONTINUED)

Reconciliation of the above summarised financial information
to the carrying amount of the interest in the associate
recognised in the consolidated financial statements:

18.

REE Rz E= (F)

LA ER R RS MR A PTRER
REZERARZEEZRESR2EEK:

OBOR Investment Fund

—H-RBRREES
2018 2017
—E2-N\F —F—tF
HK$’000 HK$'000
TER THET

Net liabilities attributable to the owners of ZHENREAAE
the associate HFEEE (48) (47)
Proportion of the Group’s ownership interest AEBR—F KR
in OBOR Investment Fund BEGZHBEER
= bl 30% 30%
Share of post-acquisition loss and other i EEEERE
comprehensive loss, net of dividends received  fh 2 EEE - HIBRE
W g 2 = =
Carrying amount of the Group’s interest REBRR —FH K&
in OBOR Investment Fund ARG ERZRE
okt = —
Unrecognised share of losses of associates AERZELRBHEQARESE
2018 2017
—E-N\F i
HK$’000 HK$'000
FHExT FH& T

The unrecognised share of losses of

REERZ BB E QR

associates for the year FAEE (6,390) (26,492)
Cumulative share of losses of associates REtELEE QAREBE (60,741) (54,351)

BEREESHERAOT 2018F &K
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A MEERERMEE
For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

19. FINANCIAL ASSETS AT FAIR VALUE 19. REMEE R EREQAEED
THROUGH OTHER COMPREHENSIVE ReemEE AHEESHE
INCOME/AVAILABLE-FOR-SALE =
FINANCIAL ASSETS

2018 2017
—E-N\E =
HK$°000 HK$'000
TH& T FET
]
Unlisted securities FELEMHESH
— Equity securities — RAEE 2 51,310 88,200
— Debt securities — BBEFHF - 20,487
51,310 108,687
Analysed for reporting purposes as: MEREMDWA:
— Non-current assets — ERBEE 51,310 88,200
— Current assets — REBEE - 20,487
51,310 108,687
The following is a list of financial assets at FVTOCl/available- NTFRR=ZE—N\FERE—tF+A=+
for-sale financial assets as at 31 December 2018 and 2017: —HZREMEERFIREZAALBEINEZ

SREE/MHEEEREETIR:

Proportion Net assets
share capital attributable to

owned as at the Group as at Fair value as at Fair value as at
31 December 31 December Cost of 31 December 31 December
Name of equity/debt securities 2018 2018 investment 2018 2017
R=B-N\fF
R=2-N% +ZB=t-H RZB-NE HRIZ-—+%
+=A=t-H rEEERS +=B=t-B +tZA=+-H
BE/BHERSER FEERALH EERE REMA ZAREER LDANREE
(%) HK$'000 HK$'000 HK$'000 HK$'000
(%) TR TAR TET THEL
|
Equity securities issued by: UTARBTZRARS:
— Upperclass Developments Limited — Upperclass Developments Limited
(“Upperclass’) (Note (ii}) (TUpperclass ) (41 i) 30 - - - -
— Smart Role Limited (“Smart Role”) (Note (iv)) — Smart Role Limited
(ISmart Role])(A72 i) 8 30,330 59,680 30,300 56,560
— Co-Lead Holdings Limited (‘Co-Lead”) (Note (1) ~— Co-Lead Holdings Limited
([Co-Lead )4/ ) 0.39 17,534 15,908 6,900 13,700
— FreeOpt Holdings Limited (“Freeopt”) (Nofe (Vi) ~ — FreeOpt Holdings Limited
([Freeopt] (47 & i) 3.35 15,890 16,000 5,260 15,400
— Freewill Holdings Limited (“Freewill’) (Nofe (Vi) ~ — Freewill Holdings Limited
([Freewill )4 2 (i) 0.59 17,813 15,950 4,960 1,840
— Joint Global Limited (*Joint Global") (Note (ix)) — Joint Global Limited
([Joint Global])(4## (i) 0.88 1,241 16,038 540 700
— Satinu Resources Group Limited (“Satinu”) — Satinu Resources Group Limited
(Note (v) (ISatinul)(#3#() 018 12,480 - 3,350 =
Debt securities issued by: UNTARRT2ERRS:
— Premium Castle Limited (‘Premium Castle”) — Premium Castle Limited
(Note (x) (TPremium Castle])(#/ () NATER  NATER 12,056 - 18,457
— The American Club (‘American Club”) (Note (xj)  — The American Club
(TAmerican ClubJ)(#2 ) NARER  NARER 1,800 = 2,030
51,310 108,687
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For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

19. FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (CONTINUED)

Notes:

(i)

(i)

(i)

Available-for-sale financial assets were reclassified
to financial assets at FVTOCI for all unlisted equity
securities and financial assets at FVTPL for all unlisted
debt securities and club debentures (Note 21), upon the
initial application of HKFRS 9 at 1 January 2018. Details
reference to the note 3.

The unlisted equity securities and unlisted debt securities
are measured at fair value and are classified as Level 3
fair value measurement. The fair value of unlisted equity
securities is estimated by applying price-to-book ratios
for similar listed companies and reference to the market
value of underlying net assets and adjusted to reflect the
specific circumstance of the investments. The fair value of
debt element of the unlisted debt securities is calculated
based on the present value of contractually determined
stream of future cash flows discounted at the required
yield, which was determined with reference to the credit
rating of the issuers of the unlisted debt securities and the
maturity terms. Details reference to the note 5(c).

Unlisted equity securities that do not have a quoted market
price in an active market and the range of reasonable fair
value estimates is significant and the probabilities of the
various estimates cannot be reasonably assessed, such
unlisted equity securities are measured at cost less any
identified impairment losses as at 31 December 2017.

On 8 April 2013, Top Onward Development Limited, a
wholly-owned subsidiary of the Group, has entered into
agreement with Mr. Li, a shareholder of Upperclass
which incorporated under the laws of British Virgin
Islands, in relation to the acquisition of 30% equity
interest and the transfer of contractual right to receive
another receivable owed by Upperclass. This resulted in
an indirectly held of approximately 16% equity interest in
Hua Tong International Leasing Co., Limited (“Hua Tong”),
incorporated in the People’s Republic of China with limited
liability. The principal activities of Hua Tong are leasing.
The investment cost and other receivable amount to
HK$234 and approximately HK$40,800,000 respectively,
and the transaction was completed on 30 December
2013. The Group is unable to exercise significant influence
over Upperclass and Hua Tong as it does not have
the power to appoint any of their directors and do not
participate in their policy-making processes.

19. REMEEKEREQIAEES
g%@%@ﬁ%/ﬂﬁ%tﬂ%%%ﬂﬁ

() SAEFRLTRABSFENEBHEREAN
BEIIKZEMEE  MBFLTESZR
eRERE(IE2OME > JHIEESR
BER-_ZT-N\F-A—BONREREE
MM EEAFORREN DA ERNEAM
E2EBERBANEEIRZEMEE -
BERAFBHE2HMES -

(i) SEEMIRABAEMIFELMEBEFIZAL
BEAELDBAFIRIAEBENE -
FIEMRABAZ AARBEREAMULTA
AlzmiEE U2 EHBFEEDEM
o WEHABRARBRKRE ZRFERBR -
FEMEBEFEHBOZIARERETIR
AR ERBEIRB 2 RRRERZ K E
MEREFE  HMBREHLEILHE
BEFBOTAZEEIRRFRAMETE -
BRAFE - BH2HEMESCE) -

(i)  FELTARARRE S MR)ERT 5 LI &R
B MeEAREBEZGFAEEANKN A
LR 2B EE R R - AR
E—tHF A=t —BHREAREMD
AR EBRFEEEIELTRAZS

RZZT—=FMANR HEXEFRA
Al (ANEE 22 & B AR E Upperclass
REBEEBELBEELZEFMAZLZA
ADREBRFLEET L —HOHE REEH
U B8 Upperclass 2 30% P& # K 2 3 Uk B
Upperclass#& /R 2 Z— 2B ARIB 2 EH
EF e WEERMEREERREAE
BRAR(ER] RPEAREME F
ML z2EREERDT)L16%MEHE -
BrITBEBABAE - HERAR HAt
JE W R IE 9 Bl A2347 JT & #740,800,000
BT MRXSGER-ZE—=%F+-A=+
B o ANASE E &# Z FUpperclass
DERZIMNES  NMELEFIZ AR
B2 - R E B & A Y Upperclass & 2 18
TEERTESN -
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A MEERERMEE

For the year ended 31 December 2018 HZE-_T—N\F+_A=+—HILFE

19. FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (CONTINUED)

Notes: (Continued)

(i)

(iv)

(vi)

, 208

(Continued)

The other receivable amount to approximately
HK$40,800,000 has been impaired during the year ended
31 December 2017 as Hua Tong has significant financial
difficulties and the directors of the Company considered
that the possibility to recover was remote.

On 24 September 2014, Massive Shine Limited, a
wholly-owned subsidiary of the Group, has entered into
agreement with Trillion Cheer Toprich Limited (“Trillion
Cheer”), a shareholder of Smart Role which incorporated
under the laws of British Virgin Islands with limited liability.
This result in an indirectly held in 8% equity interest of &
(Bf) Z2#MAR AR (“Hancheng Bazhong”), incorporated
under the People’s Republic of China with limited
liability. The principal activities of Hancheng Bazhong are
holding of the Forest Rights Certificates. The investment
cost amount to approximately HK$59,680,000, and the
transaction was completed on 24 September 2014. No
dividend was entitled to the Group during the years ended
31 December 2018 and 2017.

On 22 June 2018, Fine East Trading Limited, a wholly-
owned subsidiary of the Group, had received the
distribution of the 1,815,405 shares of Satinu from Freewiill
Holdings Limited. The principal activities of Satinu are in
integrated financial services, securities brokerage services,
money lending, securities and other direct investments.
The fair value of equity interest received as dividend
income amount to approximately HK$7,350,000.

On 14 January 2016, Old Peak Limited, a wholly-owned
subsidiary of the Group, has entered into agreement with
Co-Lead which incorporated under the laws of British
Virgin Islands with limited liability. The principal activities
of Co-Lead are investment holdings. The investment
cost amount to approximately HK$15,908,000, and the
transaction was completed on 15 January 2016. The
Group directly held 0.39% equity interest of Co-Lead
according to issued share capital of Co-Lead as at
31 December 2018. No dividend was entitled to the Group
during the year ended 31 December 2018.

E =
Ree®MEE AHHE

E (%)

(ii)

(iv)

(vi)
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For the year ended 31 December 2018 EHZE—F

19. FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (CONTINUED)

Notes: (Continued)

(vi)

(vii)

(Continued)

For the year ended 31 December 2018, a change in fair
value of approximately HK$6,800,000 was recognised in
financial assets at FVTOCI reserve.

For the year ended 31 December 2017, due to significant
change with the performance of the available-for-sale
financial asset, the available-for-sale financial asset
decreased significantly. Impairment loss of approximately
HK$2,208,000 was recognised in the consolidated
statement of profit or loss during the year ended
31 December 2017.

On 14 January 2016, the Company has entered into
agreement with FreeOpt which incorporated in Republic
of the Marshall Islands with limited liability. The principal
activities of FreeOpt are investment holdings. The
investment cost amount to approximately HK$16,000,000,
and the transaction was completed on 15 January 2016.
The Group directly held 3.35% equity interest of FreeOpt
according to issued share capital of FreeOpt as at
31 December 2018. No dividend was entitled to the Group
during the year ended 31 December 2018.

For the year ended 31 December 2018, a change in fair
value of approximately HK$10,140,000 was recognised in
financial assets at FVTOCI reserve.

For the year ended 31 December 2017, due to significant
change with the performance of the available-for-sale
financial asset, the fair value of the available-for-sale
financial asset decreased significantly. An impairment
loss of approximately HK$600,000 was recognised in the
Group’s consolidated statement of profit or loss during the
year ended 31 December 2017.

iR B B R M A
—N\F+=A=+—-BLFE

19. REMEERBERE QI ALEET
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w it -

(vi)

(v
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19. FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (CONTINUED)

Notes: (Continued)

[ 210

(vili)

(ix)

On 14 January 2016, the Company has entered into
agreement with Freewill which incorporated in Republic
of the Marshall Islands with limited liability. The principal
activities of Freewill are investment holdings. The
investment cost amount to approximately HK$15,950,000,
and the transaction was completed on 15 January
2016. The Group directly held 0.59% equity interest of
Freewill according to issued share capital of Freewill as at
31 December 2018. No dividend was entitled to the Group
during the year ended 31 December 2018.

For the year ended 31 December 2018, a change in fair
value of approximately HK$3,120,000 was recognised in
financial assets at FVTOCI reserve.

For the year ended 31 December 2017, due to significant
change with the performance of the available-for-sale
financial asset, the fair value of the available-for-sale
financial asset decreased significantly. Impairment loss
of approximately HK$10,660,000 was recognised in the
Group’s consolidated statement of profit or loss during the
year ended 31 December 2017.

On 14 January 2016, Eighty Riches Limited, a wholly-
owned subsidiary of the Group, has entered into
agreement with Joint Global which incorporated in
Republic of the Marshall Islands with limited liability.
The principal activities of Joint Global are investment
holdings. The investment cost amount to approximately
HK$16,038,000, and the transaction was completed on
15 January 2016. The Group directly held 0.88% equity
interest of Joint Global according to issued share capital
Joint Global as at 31 December 2018. No dividend was
entitled to the Group during the year ended 31 December
2018.

For the year ended 31 December 2018, a change in fair
value of approximately HK$160,000 was recognised in
financial assets at FVTOCI reserve.

For the year ended 31 December 2017, due to significant
change with the performance of the available-for-sale
financial asset, the fair value of the available-for-sale
financial asset decreased significantly. Impairment loss of
approximately HK$400,000 was recognised in the Group’s
consolidated statement of profit or loss during the year
ended 31 December 2017.

! &
Ree®MEE AHHE
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(viii)

(ix)
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19. FINANCIAL ASSETS AT FAIR VALUE
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (CONTINUED)

Notes: (Continued)

x)

(xi)

Premium Castle and the Group have agreed to settle
the loan receivable by entering into a new subscription
agreement (“Subscription Agreement”) on 24 December
2018 and subscribed a new convertible note issued by
Premium Castle (“New Premium Castle CN”) with principal
amount of HK$18,600,000, which comprise principle
amount and outstanding interest of HK$17,000,000
and approximately HK$1,600,000 respectively from the
outstanding Premium Castle CN. The completion of the
subscription took place on 25 February 2014. Details of
the Subscription Agreement were set out in the Company’s
announcement dated on 24 December 2013.

Initial recognition of the debt element of the New Premium
Castle CN and the conversion options element of the
New Premium Castle CN in accordance with HKAS
39, amounting to approximately HK$12,056,000 and
HK$6,224,000 respectively.

As at 31 December 2017, the principal amount of the
New Premium Castle CN is HK$18,600,000 and no
dividend was entitled to the Group during the year ended
31 December 2017. The New Premium Castle CN was
reclassified as financial assets at FVTPL upon the initial
application of HKFRS 9 at 1 January 2018. For details,
please refer to note 21.

On 23 March 2015, the Company subscribed a debenture
issued by the American Club (the “club membership”)
with a principal amount of HK$625,000 at a consideration
of HK$1,800,000. The completion of the subscription
took place on 1 June 2015. The club membership was
reclassified as financial assets at FVTPL upon the initial
application of HKFRS 9 at 1 January 2018. For details,
please refer to note 21.

19. REMEEKEREQIAEES
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For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

19. FINANCIAL ASSETS AT FAIR VALUE 19.
THROUGH OTHER COMPREHENSIVE
INCOME/AVAILABLE-FOR-SALE
FINANCIAL ASSETS (CONTINUED)

The following is the analysis of fair value change of financial
assets at FVTOCI/available-for-sale financial assets for the
years ended 31 December 2018 and 2017:

REMEEKRZREZQLEET
g(zz;ﬁ)ﬁﬂﬁé/ﬁlﬁiﬂj’éﬁﬂﬁ

UWTAEBE—Z—/\FE_ZE—tF+=-A=
+—BLEFEREMEZEARSZREAREE
IRz SMEE /THEESHEEZAR
BEZE D :

Change in fair value during
the year ended 31 December

RBE+=-A=+—HLEEZ

RAREESRS
2018 2017
—E-N\F e
Name of unlisted equity/debt securities HK$’000 HK$’000
FETRAE BEELHEE FHET FET
1
Unlisted equity securities issued by: AT ARZEITZIELT
I A FE 7
— Smart Role — Smart Role (26,260) 5,360
— Co-Lead — Co-Lead (6,800) (1,800)
— FreeOpt — FreeOpt (10,140) (5,300)
— Freewill — Freewill 3,120 (10,600)
— Joint Global — Joint Global (160) (400)
— Satinu — Satinu (4,000) —
Unlisted debt securities issued by: AT ARZETZIELET
BE1% 8 5
— Premium Castle — Premium Castle = 354
— American Club — American Club = 310

i
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For the year ended 31 December 2018 BE—_ZT—N\F+_A=+—HILFE

20. CONVERSION OPTIONS EMBEDDED IN
CONVERTIBLE NOTES

20. TEBREBEAS 2 RKRE

2018 2017

—E-NE —EFLF

HK$°000 HK$'000

FHET F# T

At the beginning of the year F4) 7 747
Fair value change NABEEH (7) (740)
At the end of the year FR - 7

Notes:

(i)

Conversion options embedded in convertible notes
represented the conversion option element of the
convertible notes subscribed by the Group and are
measured at fair value using the binomial option pricing
model at initial recognition and at the end of each
reporting period. The debt element of the convertible
notes is classified as available-for-sale financial assets as
at 31 December 2017 and reclassified to financial assets
at FVTPL upon application of HKFRS 9 as at 1 January
2018.

As explained in Note 19, the Group subscribed New
Premium Castle CN during the year ended 31 December
2014 and amount of approximately HK$6,224,000 was
recognised as conversion option embedded in convertible
note which was measured at fair value at initial recognition.
At 31 December 2018, the carrying amount of conversion
option in New Premium Castle CN was HKS$Nil (2017:
approximately HK$7,000).

BERREESERAR 2018FK 213
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=
For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

21. FINANCIAL ASSETS AT FAIR VALUE 21.

THROUGH PROFIT OR LOSS

As at the end of each reporting period, the total future
minimum lease payments under non-cancellable operating
leases falling due as follows:

RESREAAEEIRZEH
BE

RERERR ETAIBERLEHEER TR

HHRKRREMNHEERBAENT
2018 2017
—E-N\F e
HK$°000 HK$'000
FEx FH T

Listed equity securities (note (i) ETRRATE F (B A 3) = =
Club debenture (note (ii)) g EREE (M) 2,180 —
2,180 —

Upon application of HKFRS 9 on 1 January 2018, the Group
has reclassified available-for-sales financial assets to financial
assets at FVTPL.

Notes:

(i)

No listed equity securities was held by the Group as at
31 December 2018 and 2017.

The followings are the analysis of realised gain/(loss)
of each held-for-trading investments for the year ended

R-F—\F—A—BVRERETENBERE
ERFONR R  AKBERIHEESREE
EEHMOBRARBERERRAANEEI RS
REE -

Wit

AEEBR-_Z—\FR-_T—tF+_-A
=+ HYEFEEMETRAZS -

(i)

NTARBE—_FT—tF+-_H=1—H
HFESARFEEREZEER RS/

31 December 2017: (B18) 9
2017 T —tF
Place of Selling Cost of Realised gain/
incorporation Stock code price investment (loss)
BEER
Wi,/
Name of equity securities ~ BRA & % & 18 FEAR A St B Bt 1% £8 REKK (B#8)
HK$'000 HK$'000 HK$'000
FET TET TET
China Merchants Bank BEHRTRNO People’s Republic 3968 5,586 4,921 665
Co., Ltd. BRAF hEAREME
HSBC Holdings plc HSBC Holdings plc  England 5 4,906 4,958 (52)
Bl
Tencent Holdings Limited ~ #iZ&BR AR  Cayman Islands 700 2,873 2,911 (38)

HEHE
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AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

21. FINANCIAL ASSETS AT FAIR VALUE
THROUGH PROFIT OR LOSS
(CONTINUED)

Notes: (Continued)

(i)

(i)

(Continued)

A brief description of the business and financial information
of the above listed equity securities, based on its latest
financial statements, is as follows:

China Merchants Bank Co., Ltd. is principally engaged in
the provision of corporate and personal banking services,
conducting treasury business, the provision of asset
management and other financial services.

HSBC Holdings plc is principally engaged in the provision
of financial services and products to companies,
governments and institutions.

Tencent Holdings Limited is principally engaged in the
provision of value-added services and online advertising
services to users in the People’s Republic of China.

During the year ended 31 December 2017, dividend
income of approximately HK$126,000 and HK$120,000
was received from HSBC Holdings plc and China
Merchants Bank Co., Ltd., respectively.

The club debenture represents the membership issued by
the American club with a principal amount of HK$625,000
at a consideration of HK$1,800,000 on 23 March 2015.
It is classified as available-for-sale financial assets stated
at fair value as at 31 December 2017 and reclassified to
financial assets at FVTPL at 1 January 2018 upon initial
application of HKFRS 9. As at 31 December 2018 and
2017, the fair value of the club membership is arrived on
the basis of a valuation carried out by an independent
professional valuer.

21. RESEXREBEAAEEIRZEHM
EE(A)

Wit (&)

(i)

(i

BRREESERAT 2018F 3

(&)

RIFSIBPBHE - Lt EHRAE S
BRI M E R T

BRRTROBRATDNIERERMHL
ERBEARTRYG EFER  RHEE
EENEMEBRBER
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IREERERECHBRBRERER

BAZERERAREENTEARAME
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e

HE-Z—+E+-A=+—HItEE
#7126,0007% 7T & 120,0007% 7T 2 B% B 4 A
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fi% 5 A PR R & 4B -
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22,

23.

PREPAYMENTS, DEPOSITS AND OTHER 22. E{RIE - Z& Rk Htt W RIE
RECEIVABLES

2018 2017
—E-N\F e
HK$°000 HK$’000
FExT FAT
Prepayments TEA IR 61 537
Other receivables (Note) H b & Uk 3R IA (K7 77 699 3,672
Rental deposits and other deposits HekeEMEZES 3,184 3,219
3,944 7,428
Note: oz
As at 31 December 2017, other receivables mainly include RZTE—tEF+=A=+—08 ' EbEKRFKIBE
interest receivables from available-for-sale financial assets of ZEEAHEESRE E < YR S 42,964,000
approximately HK$2,964,000. BT o
CASH AND BANK BALANCES 23. RERBITHER
2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
FEx FA&T
Cash and bank balances B e RIRIT & 111 32,724
Pledged bank deposits BEEMIRITER = 2,070
111 34,794
Deposits with banks earn interest at floating rates based BITERBBRIFEAMBEN R ZHF
on bank deposit and saving rates. The bank balances and RE B - RITHEBMAEBRBRITERTEHR
pledged bank deposits are deposited with creditworthy banks WHETHENDHEREFEEZRIT - R2E
with no recent history of default. As at 31 December 2018, —tFF+-A=+—08 TERTHEREIR
no bank deposits (2017: HK$2,070,000) was pledged to a WFRET UREBERFAEE2ES AR
bank to secure trade credit facilities granted to the Group. E(ZE—+%F 2,070,000/ JT) °
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24. SHORT-TERM LOANS 24. BHER

2018 2017
—E-N\F e
HK$°000 HK$’000
FHEx FH&IT

Amount due to an associate (Note (i) FE— B & AR 5RIE

(K 3#()) = 6,833
Loans from third parties (Notes (i) and (i) FE=ZFHEX
(Y &t (i) % (i)
— Principal NG = —
— Interest — FME = —
= 6,833
Unsecured 4 4 17 = 6,833
Carrying amount repayable (Note (iv): BEEFEEEE
(K1 7% (iv) -
Within one year —&F A = 6,833
Notes: Bt -

(i)

(i)

Since 15 August 2017, the Company entered into loan
agreements with Medisun Holdings Limited (“Medisun”),
an associate of a subsidiary of the Company, in an
aggregated amount of HK$6,670,000. The loan was
unsecured and repayable on the date of one year from
the date of loan agreements with interest rate of 12%
per annum. The balances represent the loan principal
and outstanding interest of HK$Nil (2017: approximately
HK$6,670,000 and HK$163,000 respectively).

On the 8 October 2018, the Company, Medisun and
Ms. Xie Xiangrong, an non-executive director, entered
into a deed of the assignment. The outstanding
principal amount and interest payable of approximately
HK$6,670,000 and HK$1,840,000 respectively were
settled by Ms. Xie Xiangrong on behalf of the Group.

The Company entered into a loan agreement with Freeman
Opto Money Lending Corporation Limited (“Freeman”)
amounted to HK$1,500,000 on 12 October 2017. The
loan was repayable on the date of one month from the
date of loan agreement with interest rate of 2% per
month. The loan principal and outstanding interest of
approximately HK$1,500,000 and HK$80,000 respectively
were recognised in other payables upon maturity (please
refer to Note 25 for details).

(ii

HREEESER AT 2018F & 217

R=ZZT—tFN\ATHB  AQAFRHERX
AR — BB AR 2B & A & Medisun
Holdings Limited ([Medisunl) 7] 32 &
6,670,000 T2 ERHE - ZERAE
EAEEREERBERBE R —FE
BEZ SFERANR2EFE - BBEET
BT (ZF — 1 F 5 51496,670,0007% T
163,000 L) 2 B A S 8 K i A (8 8
B o

RZZE—N\F+ANR - ARF - Medisun
BIFMTTEEHMBE R LA L EERLE -
HARBELTRRAGEEALEEREELRS
#16,670,0007%8 7T & K 18 2 B 7 8 4
1,840,000/ 7T °

A7) EFreeman Opto Money Lending
Corporation Limited ([Freeman)) A =% —
+F+A+=H37]321,500,000 7T 2 BEX
B o ZEREARBERBHBHETR
—EAEREE FRKRAE2EFNE -
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For the year ended 31 December 2018 HEZE-_E—\F+-_A=+—HILFE

24. SHORT-TERM LOANS (CONTINUED)

Notes: (Continued)

(i)

/' 218

The Company entered
Enhanced Finance Limited (“Enhanced”) amounted to
HK$65,000,000 and HK$10,000,000 on 14 January 2016
and 2 February 2016 respectively. The loan was repayable

into a loan agreement with

on the date of one year from the date of loan agreement
with interest rate of 12% per annum. The balance of
approximately HK$60,294,000 was partially settled
by cash on 28 January 2016 resulting an outstanding
principal of HK$15,000,000 (the “Enhanced Facility”).

The Company entered into loan agreements with Hansom
Finance Limited (“Hansom”) amounted to HK$5,000,000
(the “First Facility”) and HK$5,000,000 (the “Second
Facility”) on 8 April 2016 and 16 May 2016 respectively,
which was secured by a charge over the interest in its
wholly owned subsidiaries, namely Massive Shine Limited,
Old Peak Limited, Eighty Riches Limited, Union Power
Holdings Limited and Fine East Trading Limited in favour
of the lender. The loan was repayable on the date of three
months from the date of drawdown with interest rate of
2% per month.

On the 20 June 2016, the Company, Enhanced and
Hansom entered into a deed of assignment whereas
Enhanced, as the assignor, assigned the outstanding
principal of HK$15,000,000 of the Enhanced Facility to
Hansom (the “Assigned Loan”).

On 20 June 2016, the Company entered into a deed
of promissory note (the “PN Deed”)
to merge the outstanding principal of the Assigned
Loan, the First Facility and the Second Facility of
HK$15,000,000, HK$5,000,000 and HK$5,000,000
respectively; and the outstanding interest on the Assigned
Loan of approximately HK$716,000, into a single debt

with  Hansom

with an aggregated principal amount of approximately
HK$25,716,000 (the “PN”). The PN was repayable on
or before 19 December 2016 with interest rate of 3%
per month. The Company charged its assets by way of
floating charge as well as the interest in its wholly owned
subsidiaries in favour of Hansom as security of the debt.

24. S EM(E)

(ii)
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24. SHORT-TERM LOANS (CONTINUED)

Notes: (Continued)

(i)

(iv)

(Continued)

Pursuant to the deed of assignment entered between
Hansom and Citizens Money Lending Corporation Limited
(“Citizens”) on 19 July 2016, whereas Hansom assigned
all its rights, title, benefits and interest in the debt under
the PN to Citizens.

The Company did not repay the debt and any part thereof
on the repayment date, therefore, in order to relieve the
Group from immediate repayment obligation of the debt
and reduce the burdensome interest expenses incurred,
the Company and Citizens have agreed on a settlement
proposal pursuant to the terms and conditions of a deed
of settlement (the “Settlement Deed”).

Pursuant to the terms of the Settlement Deed, the
Company shall duly issue and allot 800,000,000 shares at
the price of HK$0.025 per share to Citizens. The aggregate
price of the shares is in sum of HK$20,000,000 which
shall be partially set off against the debt. Further, the
Company shall also duly issue and deliver a convertible
bond with a principal amount of HK$11,000,000 to
Citizens in full and final settlement of the balance of the
debt and all outstanding accrued interest. Completion
of the Settlement Deed is conditional upon fulfiment of
certain conditions on or before 8 May 2017. Given that
those conditions have not yet been fulfilled, the Company
and Citizens entered into two supplemental deeds dated
5 May 2017 and 9 June 2017 to extend the long stop
date to 8 June 2017 and 8 August 2017, respectively.
Please refer to the announcements of the Company dated
9 February 2017, 5 May 2017 and 9 June 2017 for more
information in relation to the Settlement Deed.

As certain conditions precedent to the Settlement Deed
have not been fulfilled on or before 8 August 2017, the
Settlement Deed has lapsed pursuant to the terms therein.
As such, the Settlement Deed has become null and void
and of no further effect, and both parties to the Settlement
Deed have been released from their respective obligations
under the Settlement Deed save for any antecedent
breaches thereof. During the year ended 31 December
2018, the outstanding balances include other payables
were fully settled. (2017: the outstanding principal amount
and accrued interest were included in other payables
HK$25,716,000 and HK$13,414,000 respectively) (please
refer to Note 25 for details).

The amounts due are based on the scheduled repayment
dates set out in the loan agreements.

24. FHEM(E)

w it -

(ii)

(iv)
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25.

26.

ACCRUED CHARGES AND OTHER 25. FEfTBAX & H t S FIE
PAYABLES
2018 2017
—e-N\E =
HK$’000 HK$’000
FHET FAT
Accrued charges A X 14,181 12,066
Other payables (Notes) H h pE S B (a2 15,054 92,583
29,235 104,649
Notes: Bt &t -
Other payables mainly include interest payables to promissory EMENZBEEREEMNEALZRERRNEYD
notes of approximately HK$15,034,000 (2017: HK$9,834,000) 15,034,000/ 7T (ZZ—+ % : 9,834,000/ 7T (5
(please refer to Note 28 for details). 1B 2B 7E28) °
OBLIGATIONS UNDER FINANCE 26. i EHERE
LEASES
The Group lease certain of its property, plant and equipment AEEREREMERNESTYE BEK
under finance leases. B
2018 2017
S —E—tf
HK$’000 HK$'000
FHERT FAT

Minimum lease payments under finance leases BIAHEEE TZ &K

et
— within one year - —FR - 619
— in the second to fifth years, inclusive — F-_FEZFRF
(BEEEME) = 1,081
= 1,700
Less: Future finance charges B RRBEER = (118)
Present value of finance leases MEME 2RE = 1,582
Present value of minimum lease payments BMEHEE TZ&E
under finance leases HeENHR2BEE
— within one year - —FR = 559
— in the second to fifth years, inclusive - B-_FEFERF
(RIEEEME) = 1,023
- 1,582
Less: Amount due for settlement within one year & : BN —FRNEEZ
IR - (5659)
Amount due for settlement after one year AR —FREER KA = 1,023
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AMOUNTS DUE TO DIRECTORS/
AMOUNTS DUE TO A RELATED
COMPANY

The amounts are unsecured, interest-free and repayable on
demand.

PROMISSORY NOTES

On 21 November 2012 and 11 April 2013, the Group
issued seven and four promissory notes respectively of
HK$10,000,000 each to eleven independents third parties.
Each promissory note is issued at 5% interest rate per
annum with 7 years maturity from the date of issue. The net
proceeds are intended to be used for investment in listed
securities and/or general capital of the Group.

The carrying amount and fair value of promissory notes at
the end of the reporting period are as follows:

27.

28.

BRES —BEB LS NE

BEREARSERR  TFHEBEARRAN -

E A RE

R-BE——F+—A=-+—BR-_ZE—=FMN
At+—8 AEER+—2BLE=FHRI%
T REMEREER - 519 4%010,000,000
BT o BN AR ERIZFFERSERT - N A
BTBEHRBRR R EEE o ATS B F AR
AREELTESFR /SAEREEZ—K
B o

EFEREBENERBF EELERAALBME
mF

Carrying amount Fair value
IRE S RAREE
2018 2017 2018 2017
ZE-NFE —E—tF ZEBE-NF —ZT—tF
HK$’000 HK$'000 HK$°000 HK$'000
TR FHEIT TR FHEIT

Promissory notes B ER
— Non-current liabilities — ERBEE 29,889 109,310 27,640 100,700
— Current liabilities — REBEaE 79,769 — 75,060 —
109,658 109,310 102,700 100,700

The fair value of the promissory notes is calculated based
on the present value of contractually determined stream of
future cash flow discounted at rate of approximately 13%
(2017: 10%).

DEFERRED TAXATION

No provision for deferred taxation has been made as the
Group had no material temporary differences between the
tax bases of assets and liabilities and their carrying amounts
in the consolidated financial statements (2017: Nil).

At the end of the reporting period, the Group has estimated
tax losses of approximately HK$570,745,000 (2017:
HK$533,132,000) that are available for offsetting against
future taxable profits of the Group. No deferred tax asset
has been recognised due to the unpredictability of the future
profit streams.

29.
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EARRZAREETRRIZN8% (ZF—
NE AR URZHERAKRREREZRE

S s
=
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30. SHARE CAPITAL 30. A
Number of shares Amount
i &vig 4= ME
2018 2017 2018 2017
—E-NF —ET—+tF ZE-N\F ZZT—tF
HK$’000 HK$'000
THET FAET
Authorised: EE
At 1 January, ordinary R—A—H SkEE
shares of HK$0.01 each 0.0 L ZEER 20,000,000 20,000,000 200,000 200,000
At 31 December, ordinary R+—-—A=+—H"
shares of HK$0.01 each I EE0.ONB L 2 E
LR 20,000,000 20,000,000 200,000 200,000
Issued and fully paid: BEETRAMR:
At 1 January, ordinary R—A—H SkE#E
shares of HK$0.01 each 0.01B T 2 E B 2,402,261 2,132,261 24,023 21,323
Placing (Notes (i) and (ii)) B & (B 22 () & (i) = 270,000 = 2,700
Rights issue (Note (i) AR (HT 22 (i) 1,201,130 — 12,011 —
Placing (Note (iv)) e & (47 77 (iv) 720,678 = 7,207 —
At 31 December R+—A=+—H 4,324,069 2,402,261 43,241 24,023
Notes: oz
(i) On 10 January 2017, the Company placed 160,000,000 (i) R-ZZE—tF—A+8 AQFUEES
placing shares at the placing price of HK$0.1 per placing 8 & I id & B 15 0.17% 7T Bid 5160,000,000
share. A share premium of approximately HK$14,400,000 i B2 & AR 19 o AR 1 5 {8 £914,400,0007%
had credited to share premium account. The net proceeds TTEFARMDEER - B RIBFEED
of approximately HK$15,520,000 are intended to be used 15,520,000/ ST BB AN Bl 2 1R E B 1Z
for general working capital of the Group and/or for future REREBz—REEES R RARKRE
investments pursuant to the investment objectives of B oREZHBHERARABRA=-T—
the Company. Details of the placing were set out in the +tF—ABANBE-ZE—+F—A+tHZA
Company’s announcements dated 6 January 2017 and EHA e

10 January 2017.

»
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30. SHARE CAPITAL (CONTINUED)

Notes: (Continued)

(i)

(i)

(iv)

On 7 March 2017, the Company placed 110,000,000
placing shares at the placing price of HK$0.142 per placing
share. A share premium of approximately HK$14,520,000
had credited to share premium account. The net proceeds
of approximately HK$15,151,000 are intended to be used
for general working capital of the Group and/or for future
investments pursuant to the investment objectives of
the Company. Details of the placing were set out in the
Company’s announcements dated 28 February 2017 and
7 March 2017.

On 2 January 2018, the Company completed a rights
issue and issued 1,201,130,456 new shares with par value
of HK$0.01 each at a subscription price of HK$0.035
per rights share on the basis of one rights share for
every two shares then existing share held, and the net
proceeds of the Rights Issue, after deducting the related
expense, were approximately HK$40,378,000 which were
mainly used to repay the principal amount and interests
of Group’s loans including the Citizens Money Lending
Corporation Limited. Details of the rights issue were
disclosed in the announcements of the Company dated
21 November 2017, 28 November 2017, 2 January 2018
and the prospectus of the Company 7 December 2017.

On 23 October 2018, the Company placed 720,678,273
placing shares at the placing price of HK$0.015 per placing
share. A share premium of approximately HK$3,603,000
had credited to share premium account. The net proceeds
of approximately HK$10,464,000 are intended to be used
for general working capital of the Group and/or for future
investments pursuant to the investment objectives of
the Company. Details of the placing were set out in the
Company’s announcements dated 5 October 2018 and
23 October 2018.

All the shares issued during the year rank pari passu with
the then existing shares in all respects.

30. IR (&)

B

(i

(ii)

(iv)

(%)

RZZE—tF=AtH ARFRUNEEE
5 I% A & A% 190.1427% 7T B %110,000,000
f& B2 & B 5 o B 9 & B 4914,520,0007%
TEFARMDEEER - FTBRIBFELN
15,151,000 TR B AR R 2 I E B IZ
REASEEZ —MEEESR AR
BE - -REZHBARAARBHE=-Z
—+tF A=+ \BR=ZZF—tF=A+t
BZRAER -

RZE—NF—A=RH ' AREIZMAR
VTERERSHEAEMBEERNOESE -]
MR Rz B - AEREARRA%0.035
78 7T 2 R (B3 171,201,130,456 1% & I @
BEO.OVB T ZH D - KRR ZFTFHIE
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T EEAREEASEERERERR
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—tFF+_AtBHZARRERFHEE -

RZZE—-NE+A-+=8 AAAK
50 E & ROE T 2 EEBE S
720,678,273 B E AR 15 ° I& 19 )& B &9
3,603,000 T E AR D EBER - FT13
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31. STATEMENT OF FINANCIAL POSITION 31. XRF 2 M BARR K
OF THE COMPANY

2018 2017
—E-N\#F —E—+F
HK$’000 HK$’'000
FE& T FA&T
Assets: EE:
Non-current assets ERBEE
Property, plant and equipment Y - WE&E 484 6,432
Other tangible assets EtmwBEEEE 1,575 17,583
Interests in subsidiaries R B AR 2= 51,659 85,556
Conversion options embedded in ARREBEANE 2B
convertible notes 1% = 7
53,718 109,578
Current assets REBEE
Available-for-sale financial assets AHEESREE - 20,487
Financial assets at FVTPL REMEEKZRIZ
AREEINEZ®
BB E 2,180 —
Prepayments, deposits and other receivables FENRIE - - EZE2kHE
fth, JE W 5k 38 3,944 7,428
Cash and bank balances Re RIRITHEH 55 34,784
6,179 62,699
Total assets EEH#E 59,897 172,277
Equity: fExm
Capital and reserves attributable to ARBEEAEHBRAE
owners of the Company kEE
Share capital &N 43,241 24,023
Reserves (Note 32) 71 (f i£32) (144,559) (75,261)
Total equity BB (101,318) (51,238)
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31. STATEMENT OF FINANCIAL POSITION 31. RXQF 2B AR TR (&)
OF THE COMPANY (CONTINUED)

2018 2017
—ZE2-N\F —E—LF
HK$’000 HK$’000
FHET FET
Liabilities: afE:
Current liabilities REEE
Short-term loans HHER = 6,833
Accrued charges and other payables JE A B 2 % EL A FE A
FIE 29,215 104,649
Obligations under finance leases & ERE - 559
Amounts due to directors JEN—RESEHRIE 10,415 -
Amount due to a related company FE — BB A 7
A 10,791 =
Promissory notes AH B 79,769 —
130,190 112,041
Non-current liabilities kRBEE
Amount due to subsidiaries JE < B B A B FRUIAR 1,136 1,141
Promissory notes A BB 29,889 109,310
Obligations under finance leases Bl & BRI = 1,023
31,025 111,474
Total liabilities =Rig k] 161,215 223,515
Total equity and liabilities EnRkEEREE 59,897 172,277
Net current liabilities REBEETFE (124,011) (49,342)
Total assets less current liabilities EEHABEBRRBAE (70,293) 60,236
Approved by the Board of Directors on 26 March 2019 and REFGR_T-NF=ZA=-T~BHER
signed on its behalf by: HRUATATRKREE:
Xie Xiangrong Chan Cheong Yee
# B BRE &
Director Director
EFE EaE
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32. RESERVES OF THE COMPANY

32. A F2#EE

Available-
for-sale
financial
assets
Share Share option equity Accumulated
premium reserve reserve losses Total
AHREESHE )
RAEE BRERE EEREIHE Z2REE B3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FTAET FTHET TAT FTAET FTHET
As at 1 January 2017 R-E—+45—F—8 771,704 2193 671 (754,942) 19,626
Loss for the year FRER = = = (123,522) (123,522)
Other comprehensive income for FRE 1 2HE Kz @ BB
the year, net of income tax TS = = 664 = 664
Total comprehensive FNEZEEBELS
loss for the year - - 664 (128,522) (122,858)
Share options lapsed R R 2K 2 = (2,193) = 2,193 =
Placing s 28,920 - - - 28,920
Placing expenses REMY (949) — — — (949)
As at 31 December 2017 RZZ—tF+-A=+—H
and 1 January 2018 k=E-\¥—A—H 799,675 = 1,335 (876,271) (75,261)
New adoption of HKFRS 9 MEME B R ERED
Bl = = (1,335) 1,335 -
Restated balance at RZE-NE—A—H
1 January 2018 ElEg 799,675 - - (874,936) (75,261)
Loss for the year FRER = = = (100,922) (100,922)
Other comprehensive income for FREMZE K BB
the year, net of income tax 5 - - - - -
Total comprehensive loss FANR2EBELS
for the year - - - (100,922) (100,922)
Right issue it i% 30,028 - - - 30,028
Right issue expenses B R (1,661) = = = (1,661)
Placing iis 3,603 = = = 3,603
Placing expenses RERY (346) = = = (346)
As at 31 December 2018 R-E-NF+=A=1+-H 831,299 = = (975,858) (144,559)

33. NET LIABILITIES VALUE PER SHARE

33. EREEFE

R=Z-N\F+=A=t+—0 SREEFE
BO.0BTE (=T — L5 : SR EEFE0.02
BT -

As at 31 December 2018, the net liabilities value per share is
HK$(0.02) (2017: HK$(0.02).

EREaEFENER_T—N\F+_A=
+— B8 2 & & F % 4 (100,495,000) 7% 7t (=
T — 4 BEFEE 447,443,000 7T) &
4,324,069,000% (=ZF — -+ : 2,402,261,000
ROBEITEBRTE -

The calculation of net liabilities value per share is based on
the net liabilities of approximately HK$(100,495,000) (2017
approximately HK$(47,443,000) and 4,324,069,000 ordinary
shares in issue as at 31 December 2018 (2017: 2,402,261,000).
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34. DISPOSAL OF A SUBSIDIARY 34. HE—EKHE AT
OBOR Investments Fund Management — - EBREESERATA
Limited
On 26 March 2018, the Group has disposed of the entire RZE-—NF=ZA=+-H AEBEERE
issued share capital of OBOR Investments Fund Management REEBTHE T BKEREESBRARZ
Limited with cash consideration of HK$1. On that date, EHEBEITRA - E0 RHBRAR 2R
interest of the subsidiary passed to the acquirer. Details of REWEA - FEMLEAGEREEBEZ
the liability disposed of, and the calculation of the gain on FTERERBELT

disposal, are disclosed below:

Analysis of Asset and Liability Over Which Control BEXEHEZEERBESH
was Lost
2018
—E-N\F
HK$’000
FHET
Current asset REBEE
Cash and bank balances He MIRTTHE S 10
Non-current liability FERFBERE
Amount due to the Group e AR £ B FRIE (15)
Net liability disposed of &z 8EF8E (5)
Loss on Disposal of a Subsidiary HE—BEB LG ZER
2018
—ZE2-N\F
HK$’000
FH T
Consideration received BRARE =
Net liability disposed of &z 8B 8 (5)
Sale loan HEEXR 15
Loss on disposal HEEE 10

EEREESAERAT 20185 K% 227 ’
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34. DISPOSAL OF A SUBSIDIARY 34. HE—BEKHBAR (&)
(CONTINUED)
OBOR Investments Fund Management —F—RREESERAF(E)
Limited (Continued)
Net Cash Inflow on Disposal of a Subsidiary HE—RBHBAGZEL HAFEHE
2018
—E-NEF
HK$°000
FTHET
Consideration received in cash and LATR @ R SRAT & 17 W 2 (R (B

bank balances —

35. OPERATING LEASE COMMITMENTS 35. REHEAIE
As Lessee fERAME A
As at the end of each reporting period, the total future REEFRPR BETTHECLAERH
minimum lease payments under non-cancellable operating R ARKBEEEXRBEREBENT :

leases falling due as follows:

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FET FET
Within one year —FRA 2,268 9,915
In the second to fifth years, inclusive F_EFHFT(BREER
M) = 3,462
2,268 18,377
The Group leases office properties under operating lease AEBERBELEHELHEAERLDETWE -
arrangement and the lease payments are fixed and pre- MEEREDETCAEAEEA—EME(Z
determined for the term one to two years (2017: one to four T—tF:—E@F)-
years).
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36. RECONCILIATION OF LIABILITIES 36. MEEHFIELEEBE YR
ARISING FROM FINANCING ACTIVITIES
The table below details changes in the Group’s liabilities TRFAVNAEBRETHTELEEBZEE -
arising from financing activities, including both cash and non- PERERFRETH MEFHMELR
cash changes. Liabilities arising from financing activities are BEREREEHARRESREH/NREER
those for which cash flow were, or future cash flows will be BEBRRFOERMESHEECHEENE
classified in the Group’s consolidated statement of cash flows HafE -

from financing activities.

Obligations
under
Promissory finance  Short-term
notes leases loans Total
e
RREE HERE BHEXN G

HK$'000 HK$'000 HK$'000 HK$'000
TR TR TET TR

As at 1 January 2018 R=ZFE-N\$¥—H—-H 109,310 1,582 6,833 117,725
Financing cash inflows RERERA = = 2,500 2,500
Financing cash outflows BERER T = (1,629 (1,500) (3,129)
Interest paid EAH S (300) = = (300)
Non-cash movement FReEH

Finance costs Bl & B A 5,848 47 677 6,572
Interest payable J& 1~ A2 (5,200) = = (5,200)
Repayment BRKRIA = = (8,510) (8,510)
As at 31 December 2018 R-ZE-\F+=ZA=1+-H 109,658 = = 109,658
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37. MATERIAL RELATED PARTY 37. ERBEAETRS
TRANSACTIONS
Saved as disclosed elsewhere in the consolidated financial BRI mREMIBMAMBEESEIN  RE
statements, for the years ended 31 December 2018 and 2 )\FERZE—tF+-_A=+—HL
2017, the Group had entered into transactions with related FE AEEERBEALIIVRS ARRE
parties, which, in the opinion of the directors of the Company, ERREAXEGTIRAEE AT EBRRE
were carried out on normal commercial terms and in the PR — MR E IR ST ©

ordinary course of the Group’s business.

2018 2017
ZEB-N\F —ET—tF
HK$’000 HK$'000
THET FAT
Interest income received from a related party B E AT 2 F B
(Note (i) NG 372 372
Commission expenses paid to a related party X FEEATZAE
(Note (i) B R (K7 52 (i) = 949
Rental income received from a related party BEREEATZHEI
(Note (i) N (B 5 (i) 500 1,200
Interest receivable from a related party (Note (i) FEULREE A+ 2 K| 8B
(H &2 (i) - 1,487
Short-term loans settled by a director (Note (i) B—fiEEEH
%2 H3 & K (K 2 (i) 8,510 =
Notes: gz
(i) Mr. Wong Danny F. is a director of the Company and (i) IR %A B AR ZEE RPremium
the shareholder of Premium Castle. Please refer to the CastleZ IR - HRHFES0EESHREA
paragraph in relation to “Subscription Agreement” under ERG|—HRIREHER]I K -
the section headed “Connected Transactions” in the
Report of the Directors on page 50.
(i) Mr. Wong Danny F. is a director of the Company and i) TEBEEABARNAZESERILRFS
the shareholder of Beijing Securities Limited’s holding BRAFIZERARZRKRE °
company.
(i)  Ms. Xie Xiangrong is a non-executive director of the @iy MHMBLTAEARRFRTES  FEH
Company and please reference to note 24 for the details. 2B FE24 o
(iv)  For the transactions constitute non-exempted connected vy EBEBRKLITHRAUETZEREBAER
transactions under the Listing Rules, please refer to the 5 B2HESREFS0-51H[HAERS]
section headed “Connected Transactions” and “Continuing RIFHEBERS]ER -
Connected Transactions” in the Report of the Directors on
pages 50 - 51.
Key Management Compensation TEEEEHMN
2018 2017
—E-N\F e
HK$’000 HK$’OO_O
FEx FAT
Salaries and other short-term employee benefits & Nk Eth B Hi B 8
=l 5,772 5,528
Employer’s contribution to pension scheme BRAREHEZEEHK 30 32
5,802 5,560
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38. SHARE-BASED PAYMENT

TRANSACTIONS

The share option scheme adopted on 27 August 2007 (the
“Old Scheme”) has expired and was replaced by a new
share option scheme approved by the shareholders of the
Company on 30 June 2017 (the “Share Option Scheme”). No
further option can be granted under the Old Scheme upon
its expiration, but all options granted previously will remain
exercisable in accordance with the terms of the Old Scheme
and the relevant letters of offers to the respective grantees.
The Share Option Scheme had a life of ten years and is due
to expire on 29 June 2027.

Pursuant to the terms and conditions of the Share Option
Scheme, the purpose of the Share Option Scheme, in
principle, is to enable the Company to motivate participants
for their significant contributions to the growth of the
Company and to retain and maintain on-going business
relationship with such participants whose contributions are
or will be beneficial to the long-term growth of the Company.
It is important for the Company to provide them, where
appropriate, with an additional incentive by offering them an
opportunity to obtain an ownership interest in the Company
and to reward them for contributing to the Company’s long-
term success and prosperity. The principal terms of the Share
Option Scheme are as follows:

(i) The total number of shares which may be issued
upon exercise of all options to be granted under the
Share Option Scheme and any options to be granted
under any other scheme must not in aggregate exceed
10% of the aggregate of the shares in issue as at the
adoption date unless refreshed by the shareholders.
However, the total number of shares which may be
issued upon exercise of all outstanding options granted
and yet to be exercised under the Share Option
Scheme and all outstanding options granted and yet
to be exercised under any other scheme should not
exceed 30% of the shares in issue from time to time.

(i) The total number of shares in respect of which options
may be granted to each eligible participant in any
12-month period must not exceed 1% of the issued
share capital of the Company for the time being.

N

38. LRI AERBNRZRS

R-ZZFZLFNA-TLARAKNBRE
g(EFENEEMEBARBRRR =T~
TERNA=ZTRAENH BARE S (HER
BEtBlDAER  EFfSIERREBEE—F
TR B B A - MR AT IR RO PT B R A
DARBEFERASEEARABRHEBRELY
BRI T ATT(E - IE AR B St I HARR &
TFEEAFR B LFRAZTABER -

RIR B AR 8 2 RN AR - AR 8
FRE LEEZARARAR B2 REHARQA
ERIFLEARER  BERM#FRZE2HE
EREZERDANRKBEBMRARTF
CEREBRIZHBERHE -EENR K
ARARNBEERGETREREREBARRES
BESFERBINER YRBBREHAQA
REK N BEERIEL 2 BB - B8
TEBHERRMAT:

() MIFERREF BANTERIER
PRAEET 818 TR 2 2 AR RE AR A AR 1%
E AT E o 5t 815 7 9% A O f] 18 AR A
BAl FET2RNEE XTI BEE
MR A HIE BT BB Z210% © A
- RITERIEF R EE R RITE
ZERBRAE - ARRBEREME S
EREERRITEZ 2 HBRERAT T
BIZBRNAE  FTEEBIREHT
B 17 230% e

(i) B—UEEELHEEEEM+EAH
MAERL 2 ERER PR ZKRHG
BE - THEBAANAREREBRITHRAE
21% °
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38. SHARE-BASED PAYMENT

TRANSACTIONS (CONTINUED)

(i)  The subscription price shall be a price determined
by the Board, but shall not be less than the highest
of (i) the closing price of the shares as stated in the
Stock Exchange’s daily quotations on the date of grant,
which must be a business day; (ii) the average closing
price of the shares as stated in the Stock Exchange’s
daily quotations for the five business days immediately
preceding the date of grant; and (i) the nominal value
of the share.

(ivy)  An option may be accepted by an eligible participant
within 28 days from the date of offer of the option.
Upon acceptance of the option, the grantee shall pay
HK$1.00 to the Company by way of consideration for
the grant of the option.

(v) The Share Option Scheme will remain valid for a period
of ten years commencing on 30 June 2017.

On 3 September 2013, the rights issue was completed.
The number and exercise price of Outstanding Share
Options has been adjusted. The 174,720 and 11,670,000
Outstanding Share Options with an exercise price of HK$19
and HK$1.89 granted on 28 November 2007 and 18 April
2011 immediately before the rights issue has been adjusted
to 209,664 and 14,004,000 with an exercise price of
HK$15.83 and HK$1.58 respectively. Details of the adjustment
of Outstanding Share Options have been disclosed in the
announcement dated on 3 September 2013.

On 20 February 2014, the rights issue was completed. The
number and exercise price of Outstanding Share Options has
been adjusted. The 209,664 and 14,004,000 Outstanding
Share Options with an exercise price of HK$15.83 and
HK$1.58 granted on 28 November 2007 and 18 April 2011
immediately before the rights issue has been adjusted to
587,059 and 39,211,200 with an exercise price of HK$5.65
and HK$0.56 respectively. Details of the adjustment of
Outstanding Share Options have been disclosed in the
announcement dated 20 February 2014.

On 11 July 2014, the Company granted 132,640,000 share
options to eligible person to subscribe for up to 132,640,000
ordinary shares at an exercise price of HK$0.40 within the
exercisable period, under the Old Scheme.
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iy REEHESET WIBERUAT=
BEEma  (\BRORBEABH(MESR
BEA)EBIATARER ZWHE:
(RO RBZERE A AESERE
BT FARER ZFHKRHE K
f&1p 2 E1E o

vy AEMZ2EZINREEZBREAHRE
A8 RANEXERE - —BEMZE
Pt - BEIR ABRARA X 1.008
T ERAREBEREZRE -

V) BREHEA-E—LEXAStARE
104 P e 45 2 o

HBER-ZE—=FNA=ZA%K KiTHEE
BEZEERTEEBEEAE -R=2ZT+
F+—A-t+N\HE-ZE—FTUA+N\HS
B 4% H 2174,72015 %11,670,00015 7 17 & B8
R 4 (22 52 4 AR AT 2 17 (8B 1974 7T K% 1.897%
70) B #3 E 5209,66415 14,004,000 (17 {5
fB15.838 70 & 1.58%8 7T) © AR1TH B AR A i &
ZHBERABA T —=FNA=AZRSE

HER-_ZE—NFEF-_A-F+HZEK - K1T7E
BREZHBERITEEEERAE RZZZT
+E+—A-Z+N\BR-_E—FWmMA+N\H
2 B H 2209,66417 . 14,004,0001% & 17 £
AR (BERRAT 21TEE A15.83B T &
1.587% 1) B #8 % £ 587,0591% %39,211,20015
(171 {B5.65/ 7T % 0.5678 7T) ° K171 B8 I
AR ZHBERESRA T —NF_A_1
Az AERTE -
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38. SHARE-BASED PAYMENT

TRANSACTIONS (CONTINUED)

At 31 December 2018 and 2017, no share options had been
granted and remained outstanding under the Share Option
Scheme. No share options were exercised by the grantees
for both years.

The fair value of the share options granted during the year
ended 31 December 2011 was HK$0.03 each. Options were

priced using a binomial option pricing model.

Inputs into the Model

Grant date share price HK$0.081
Exercise price HK$0.890
Expected volatility 88.71%
Option life 6.4 years
Dividend vyield 0%
Risk-free interest rate 2.210%
Exercise multiple 1.2

Expected volatility was determined by using the historical
volatility of the comparable companies share price over the
previous 331 weeks.

The fair value of the share options granted during the year
ended 31 December 2014 was HK$0.19 each. Options were

priced using a binomial option pricing model.

Inputs into the Model

Grant date share price HK$0.4
Exercise price HK$0.4
Expected volatility 90.43%
Option life 3.1 years
Dividend vyield 0%
Risk-free interest rate 0.88%
Exercise multiple 2.2

Expected volatility was determined by using the historical
volatility of the comparable companies share price over the
previous 162 weeks.
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R-F-N\FR-F—tFt-A=t+-8"
AR AR S 1 A 0 LR B R TT B 2 AR
HE o R AR TE S R BT T AR -

REBEE-T——F+-_A=+—RHLFERH
ZEBREZAABEREMOOIBT - Bk
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ZEE 2 AE
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38. SHARE-BASED PAYMENT

234

assumptions.

year ended 31 December 2017:

38.
TRANSACTIONS (CONTINUED)
The binomial option pricing model has been used to estimate
the fair value of the options. The variables and assumptions
used in computing the fair value of the share options are
based on the directors’ best estimate. The value of an
option varies with different variables of certain subjective
The following table discloses movements of the Company’s
share options held by directors and employees during the
Number of share options
BRE®A

Outstanding Outstanding Exercise

at Granted Exercised Lapsed at price at

1January  during the  during the  during the 31 December 1 January

2017 year year year 2017 2017

R=B-tf RZF-tF R-B-tf

-A-8 t=R=t-H -F-H

MR EREY ERfE ERER MATE 2R

(HKS)

(&)

URBHAERITR 2R S (H)

= AR B TR AR 7Y P DA 3 B B 2 2
REE - HEBRED R BERRD S
RERDEREFL REMGT - MREEE
TEEFEMBE 2 TRASRMEL -

TREBEFRESIHARRRBRERE

E-®—
Exercise

price at

31 December
2017
R=-B-t%
t2A=t-A
2ITER
(HKS)

(#7)

Date of grant

RHAH

tE+= A=t —ALFEZ BE:

Exercisable period

&
(Note ()
(i)

Directors

iz

Mr. Wong Danny F.
ARELE

Mr. Wu Tse Wai Frederick
R¥BEE

Mr. Fong Chi Wah

Mr. Char Shik Ngor, Stephen
EHRAE

Mr. Liu Jin
BEss

73,382 - - (73,382) - 565
389,760 - - (389,760) - 056
73,382 - - (73:382) - 565
389,760 - - (389,760) - 056
73,382 - - (73:382) - 565
389,760 - - (389,760) - 056
73,383 - - (73,383) - 565
389,760 - - (389,760) - 056
73,382 - - (73:382) - 565
389,760 - - (389,760) - 056
2315711 - - st -
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W=

9 =

28 Nov 2007
“EELFT-AZTAR

18 Apr 2011
—2-——f¥MATNR

28 Nov 2007
“BTLEL-ATAR

18 Apr 2011
—T-—FmAtNR

28 Nov 2007
“RFLEH-AAR

18 Apr 2011
—Z-—fmA+NA

28 Nov 2007
“EELFET-AZTAR

18 Apr 2011
—Z-—-FMA+NA

28 Nov 2007
“ETLET-AZTAR

18 Apr 2011
“E-—ERATAR

28 Nov 2007 to 26 Aug 2017
“ERLET-A-tNEE
“R-tEN\AZTRA

18 Apr 2011 to 26 Aug 2017
“T-FMATNEE
—2-t5N\A=1~H

28 Nov 2007 to 26 Aug 2017
“RREET-AZTNRE
“ZE—t+ENRZT/A

18 Apr 2011 to 26 Aug 2017
“F—FMATARE
“R-tENAZTRA

28 Nov 2007 to 26 Aug 2017
“ERLET-A-TNRE
—2-t5N\A=1~H

18 Apr 2011 to 26 Aug 2017
ZZ-—f@mAtNEE
ZE—tENRZT/A

28 Nov 2007 to 26 Aug 2017
“ETLET-AZHNEE
“F-EENAZTAR

18 Apr 2011 to 26 Aug 2017
“E-—FMANEE
kSt 1Y e Y

28 Nov 2007 to 26 Aug 2017
“RREET-AZtNRE
ZE-t+ENRZTRAB

18 Apr 2011 to 26 Aug 2017
~3--FMATNRE
“F-LENAZTAR
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38. SHARE-BASED PAYMENT 38. UROAEBRNIR 2R Z (&)
TRANSACTIONS (CONTINUED)

Number of share options

BRERE
Outstanding Outstanding Exercise Exercise
at Granted Exercised Lapsed at price at price at
1January  during the  during the  during the 31 December 1 January 31 December
2017 year year year 2017 2017 2017  Date of grant Exercisable period
BRoB-t# RZB-tF RZB-t§ R-F-tF
-A-8 TZA=+-A -A-B tZA=t-H
CESLS ERRH ERffE EREH HRITE AL 2fifEE REBH A
(HKS) (HKS) (Note ()
(#7) (#7) (W)
Resigned directors 220,148 = = (220,148) — 5.65 Nil- 28 Nov 2007 28 Nov 2007 to 26 Aug 2017
BREES T ZFTLE+-A-tN\R ZEELFt-A-tNAZ
“E-tENAZTKA
1,169,280 - - (1169,280) - 0.56 NI 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
T ZZ--%EATNR Z2-—f@mAtNAE
“E-tENAZTKA
Other eligible participants 10,594,080 = - (10,594,080) = 0.56 Nil 18 Apr 2011 18 Apr 2011 to 26 Aug 2017
HhaERSEE 2 ZE--F@AtNH ZZ--£@ATN\HE
ZE—tENAZT/AE
Total 14,209,219 = - (14,299,219) =
At
Weighted average exercise HK$0.77 = = = HK$Nil
price 077A T = = = ZHT
MEFHTRE
39. PRINCIPAL SUBSIDIARIES 39. FEMBEAF
Details of the Company’s principal subsidiaries at the end of REWER  ARBEEWB AT Z5F 1B W0
the reporting period are as follows: Ik
Proportion of nominal value
Place of equity interest and voting
incorporation or Class of Fully Paid power directly attributable
Name of subsidiary operation share share capital to the Company Principal activities
FAREEEGRERE
MELRERE SRS EE LY ROER EHERE AN EEY 140 TEEH
2018 2017

—E-NFE —T—+tF

Top Onward Development British Virgins Islands ~ Ordinary US$1 100% 100% Investment holdings
Limited (“Top Onward”)

HERRERARTHE) HBREXES TR 1% REER

Essence Sharp British Virgins Islands ~ Ordinary US$1 100% 100% Investment holdings

Holdings Limited
(“Essence Sharp”)
Essence Sharp REBRZHES TER 1% BEER
Holdings Limited
([Essence Sharp))
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39. PRINCIPAL SUBSIDIARIES 39.
(CONTINUED)
Place of
incorporation or Class of Fully Paid
Name of subsidiary operation share share capital

MERRAE AR LRE XL ROEE BHRKRAE

TEMELRE(HE)

Proportion of nominal value
equity interest and voting
power directly attributable
to the Company
FAREEEGERE@DE
AN EEY 140
2018 2017
—E-N\E —ZT—+tF

Principal activities

E-3 33

Massive Shine Limited British Virgins Islands  Ordinary US$1
(“Massive Shine”)

Massive Shine Limited HERZHE TR 1% T
([Massive Shinel)

Vast Spirit Investment British Virgins Islands ~ Ordinary US$1
Holding Limited
(“Vast Spirit”)

Vast Spirit Investment HKBEZHES AR 1E7T
Holding Limited
([Vast Spirit])

Old Peak Limited British Virgins Islands  Ordinary US$1
(“Old Peak”)

Old Peak Limited HERZHE TR 1% T
(TOld Peak])

Eighty Riches Limited British Virgins Islands  Ordinary US$1
(“Eighty Riches”)

Eighty Riches Limited REBRZES TER EV
([Eighty Riches])

Union Power Holdings British Virgins Islands ~ Ordinary US$1
Limited (“Union Power”)

IEHEEARAT HERAHS i 1%7T
(TEHsE])

Fine East Trading Limited British Virgins Islands ~ Ordinary US$1
(“Fine East”)

Fine East Trading Limited REELES AR 1%

([Fine Eastl)

None of the subsidiaries issued debt securities during the
year or at the year end.

The above table lists the subsidiaries of the Group, which,
in the opinion of the directors of the Company, principally
affected the results or assets of the Group. To give details
of other subsidiaries would, in the opinion of the directors of
the Company, result in particulars of excessive lengths.
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100% 100% Investment holdings

RERK

100% 100% Investment holdings

RERK

100% 100% Investment holdings

RERK

100% 100% Investment holdings

RERK

100% 100% Investment holdings

REER

100% 100% Investment holdings

REZK

BEMNBARDNRFARFEFRETERES -

2/ ur

EREIARFEERRIBFEAKER
BHREENAEEWBAR - ARARIEER
R BINEMHBARMNFEBERERRET
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40. PLEDGED OF ASSETS

41.

Deposits with banks earn interest at floating rates based
on bank deposit and saving rates. The bank balances and
pledged bank deposits are deposited with creditworthy banks
with no recent history of default. At 31 December 2018, no
bank deposits (2017: HK$2,070,000) was pledged to a bank
to secure trade credit facilities granted to the Group.

EVENTS AFTER THE REPORTING
PERIOD

(i

On 4 January 2019, the Company and the Placing
Agent entered into the Placing Agreement, pursuant
to which the Placing Agent conditionally agreed to
effect the Placing by procuring Placees to subscribe
for a maximum of 8,600,000,000 Placing Shares at the
Placing Price of HK$0.018 per Placing Share on a best
effort basis. The gross proceeds of the Placing will be
in an aggregate of HK$154 million. The net proceeds
from the Placing, after the deduction of the relevant
commission and other related expenses, are estimated
to be in an aggregate of approximately HK$150 million.
The Company intends to utilise the net proceeds for
meeting the payment obligations in the future and
general working capital of the Group.

On 21 January 2019, the Company propose to
implement the Share Consolidation on the basis
that every 10 issued and unissued shares of par
value of HK$0.01 each in the share capital of the
Company will be consolidated into one consolidated
share of par value of HK$0.10 each. In view of the
Share Consolidation, the Company entered into the
supplemental agreement to the Placing Agreement with
the Placing Agent to amend certain terms of the Placing
Agreement to reflect the adjusted Placing Price and the
adjusted number of Placing Shares.

On 5 March 2019, the Share Consolidation were
duly passed by the Shareholders by way of poll at
the extraordinary general meeting and the Share
Consolidation became effective on 6 March 2019.

Details of the placing and share consolidation were
set out in the Company’s announcements dated on
4 January 2019, 21 January 2019 and 5 March 2019
and the Company’s circulars dated 12 February 2019.

40.

41.

BREEESERAT 2018F &

EEEHR

BITFERBRBERITERLFEEFERIZZEHF
Kot B o RITHEBREBEFRITERTHRR
WHEEHEOTHEREEEBZRT -RZT
—+F+-_A=+—RH PE(CZET—LF:
2,070,000 70) SR 1T IF RE IR TR 1T - IAER
BEFAEBZESEARE -

ERHBRER

R-_TE—hF—AMNA AR REES
REFZEEHE Bt BERESR
161 (R 2= 3 38 3 8 o 5 2 (R i A Bid A
LA % AL & IR 15 0.01878 TR B &5 B R
% £ %8,600,000,000 A% it & A% {7 A #E 77
REEE - BERENMERERES
H # /154,800,000 7T © AL & FHE
TR IEFE (B AERAES R EAMm
BRERE) HEHE £ 4 72150,000,0007%8
TL o AAREHE BATERUIBFEN AR
BITEREEREANEEN —KEE

R-ZEBE—hFE—HA=-+—B AAFE
HETRGO AN BARBRAFFI0
& R EEC.01E TEBIT R AETZ
& A —REREEI0BTTZE
BERE(D - BRI A O AQRIHREE
RIBAFINEERE M mE - e
FIREHENS TIHRR AR EHE
NEEEREAENESRMHEE -

R-ZE—AFE=AFHB  BHAHDRH
BREZSNAEHBREEBRHIZERR
FREERBB BHOEHNRZZT—AN
F=ZANBEK-

EEARERRKRNDE MO BHRAAR]
BffA-—Z—NAF—ANA —Z—h
F—A-+—-BR=-ZE-NAhE=AEA
MRE  URARRIAPAE-ZT—NF
ZRATZH®BK -
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41. EVENTS AFTER THE REPORTING
PERIOD (CONTINUED)

(i

(i)

On 26 February 2019, Shenzhen Qianhai National
Enterprise Consulting Limited* (/% 3l 5 /& B8 2% 1> %
ZHABRAT), an indirect wholly-owned subsidiary
of the Company established in the PRC with limited
liability, entered into a non-legally binding memorandum
of understanding in connection with the proposed
acquisition of 20% equity interest in Xiangxi Zhonghui
Trading Limited* (lIFA R E M E B R A7) (the “Target
Company”). The terms of the proposed acquisition
are subject to further negotiation and the signing of a
formal sale and purchase agreement within 180 days
after the date of the memorandum of understanding or
such longer period as extended by mutual agreement
between the parties. Details refer to the Company’s
announcement dated 26 February 2019.

On 22 March 2019, the Company and OBOR
Investments Fund Management Limited (the
“Purchaser”) entered into the sale and purchase
agreement, pursuant to which the Company agreed
to dispose and the Purchaser agreed to acquire a
collection of assets at an aggregate consideration of
HK$5,838,000. The entire issued share capital of the
purchaser is owned by Mr. Wong Danny F., a former
executive director of the Company who resigned
on 18 March 2019. Details refer to the Company’s
announcement dated 22 March 2019.

41. ERPEEE(EF)

(i)

(ii)
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Notes to Consolidated Financial Statements

AP MR

For the year ended 31 December 2018 HE-T—N\F+_A=+—HIEFE

NON-CASH TRANSACTIONS

During the year ended 31 December 2018, the Company,
Medisun and Ms. Xie Xiangrong, an non-executive director,
entered into a deed of the assignment for the settlement
of a short-term loans. The outstanding principal amount
and interest payable of approximately HK$6,670,000 and
HK$1,840,000 respectively were settled by Ms. Xie Xiangrong
on behalf of the Group.

During the year ended 31 December 2017, additions
to property, plant and equipment of approximately
HK$2,081,000 were made under the finance leases which of
approximately HK$51,000 have made by the Group as down
payment.

COMPARATIVE FIGURE

The Group has initially applied HKFRS 9 of 1 January 2018,
under the transition method, comparative information is not
restated. Further details of the changes in accounting policies
are disclosed in Note 3 to consolidated financial statements.

AUTHORISATION FOR ISSUE
OF CONSOLIDATED FINANCIAL
STATEMENTS

The consolidated financial statements were approved and
authorised for issue by the Board of Directors on 26 March
2019.
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Five Years Financial Summary
LIFEUNBRE

For the year ended 31 December 2018 #HZEZ—Z—N\F+_A=+—HLFE

Summary of the results, assets and liabilities of the Group for the
last five years is as follows:

AEERERFZRE BERABHENT:

For the year ended 31 December

BE+t-A=+-HLEE

2018 2017 2016 2015 2014
—B-N\F ZT+tF ZF-RF ZF-RF ZTHEF
HK$’000 HK$000 HK$'000 HK$'000 HK$'000
THER FAET FAT FAT FAET
Results E
Revenue W 25 9,690 2,915 1,785 (27,193) 56,480
Loss before taxation bR 74 Bl B 18 (59,654) (123,593) (114,413) (312,636) (112,941)
Taxation IR = = = = =
Loss attributable to KRR HEE AEILEE
owners of the Company (59,654) (123,599) (114,413) (312,636) (112,941)
As at 31 December
R+=RA=+—H
2018 2017 2016 2015 2014
—E-NF ZT—+tF ZF—RF ZT—1F T —0mF
HK$000 HK$000 HK$000 HK$000  HK$000
FE T FAT FAET FAT FAT
Assets and liabilities EENMEE
Total assets BEBE 59,604 174,931 207,737 199,852 469,018
Total liabilities afEam (160,099) (222,374)  (163,990)  (126,242)  (173,026)
Total equity A (100,495) (47,443) 43,747 73,610 295,992
’J
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