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CORPORATE INFORMATION
DNRIEF

BOARD OF DIRECTORS

Executive Directors
Mr. Zhang Sanhuo (Chairman)
Mr. Tse Michael Nam (Chief Executive Officer)

Non-executive Director
Mr. Zou Chengjian

Independent non-executive Directors
Ms. Leung Yin Fai

Mr. Leung Po Wing, Bowen Joseph Gss, up
Mr. Zhou Chunsheng

COMPANY SECRETARY

Mr. Shek Wing Wa Acis Acs

REGISTERED OFFICE

Clarendon House
2 Church Street
Hamilton HM 11

Bermuda

HEAD OFFICE AND PRINCIPAL PLACE OF BUSINESS

Units 2001-2, 20th Floor

Li Po Chun Chambers

189 Des Voeux Road Central
Hong Kong

PRINCIPAL BANKER

Bank of Communications Co., Ltd. (Hong Kong Branch)
Shop G1 & G2, G/F
Phase |, Amoy Plaza

77 Ngau Tau Kok Road, Kowloon

Bank of China (Hong Kong) Limited

Shop B&C, G/F, King’s Towers, 480 King’'s Road
North Point

Hong Kong
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CORPORATE INFORMATION
NEIEF

LEGAL CONSULTANT

Michael Li & Co.

19/F, Prosperity Tower
39 Queen’s Road Central
Hong Kong

AUDITOR

Crowe (HK) CPA Limited
9/F, Leighton Centre

77 Leighton Road
Causeway Bay

Hong Kong

PRINCIPAL SHARE REGISTRAR AND TRANSFER OFFICE

Conyers Corporate Services (Bermuda) Limited
Clarendon House

2 Church Street

Hamilton HM 11

Bermuda

HONG KONG BRANCH REGISTRAR AND TRANSFER OFFICE

Tricor Tengis Limited

Level 22, Hopewell Centre
183 Queen’s Road East
Hong Kong

WEBSITE

http://www.greenleader.hk

Notes:

o On 3 April 2018, the Board received a notice from Mr. Huang Bogi who tendered
his resignation as an executive Director, the deputy chairman and the chairman of
the Company’s risk management committee with effect from 3 May 2018 in order
to dedicate more time on his other business commitments.

o As disclosed in the Company’s announcement dated 2 January 2018, Crowe
Horwath (HK) CPA Limited had been appointed to fill the casual vacancy as the
Company’s new auditor with effect from 2 January 2018 following the resignation
of SHINEWING (HK) CPA Limited and has been re-appointed in the Company’s

annual general meeting held on 31 May 2018.

. Crowe Horwath (HK) CPA Limited renamed as Crowe (HK) CPA Limited with effect

from 11 June 2018.
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BOARD’S PROFILE
ESEEHN

MR. ZHANG SANHUO

— Executive Director (Chairman)

Mr. Zhang Sanhuo, aged 53, joined the Company on 7 June 2013 and
now being as an executive Director, the Chairman of the Board, the
chairman of the Company’s nomination committee, a member of the
Company’s remuneration committee and risk management committee,
graduated from LI 75 81 £€ K 2 (Shanxi University of Finance & Economics®)
(formerly known as L7884 27 (Shanxi Institute of Finance &
Economics*)) with a bachelor’'s degree in accounting and obtained a
master’s degree in business administration from &I & £t (Cheung Kong
Graduate School of Business). Mr. Zhang has over 20 years of experience in
corporate management in mining, investment, finance and other industries.
Mr. Zhang is also the chairman of the board, an executive director, the chief
executive officer, the chairman of nomination committee and member of the
remuneration committee of PINE Technology Holdings Limited (Hong Kong
listed company, Stock Code: 1079).

MR. TSE MICHAEL NAM

— Executive Director (Chief Executive Officer)

Mr. Tse Michael Nam, aged 61, joined the Company on 12 February 2007
and now being as an executive Director, the chief executive officer and
a member of the Company’s risk management committee, currently is in
charging of the operations in the Kingdom of Cambodia (‘Cambodia”).
Mr. Tse is currently one of the board members for Accelerating Inclusive
Cassava Market Development Project developed by United Nation
Development Program, Cambodia. Mr. Tse has over 28 years of experience
in corporate management in the agriculture, manufacturing, mining and
M&A sectors. Mr. Tse was a registered consultant to Asian Development
Bank and has held key positions in several companies listed on the Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) such as being
executive director of Asia Coal Limited (Hong Kong listed company, Stock
Code: 835) and as the vice chairman and managing director of Asia
Aluminum Holdings Limited (a company previously listed in Hong Kong,
Stock Code: 930). Mr. Tse holds a bachelor of science degree in biological
science from the University of California, Berkeley and a master of business

administration degree from the University of San Francisco.

*  For identification purpose only
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BOARD’S PROFILE
ESE/MN

MR. ZOU CHENGJIAN

— Non-executive Director

Mr. Zou Chengjian, aged 76, joined the Company on 7 June 2013 and
now being as a non-executive Director, graduated from LI 5 & 2 £z
(Shandong Institute of Mining and Technology*) with a bachelor's degree
in mining since September 1965. From September 1965 to January
1970, he worked as a mining technician at 79ILUIEI5/EF4HE (Xishan
Mining Administration Ximing Mine*). He was promoted to the position
of executive mining technician in January 1970 and acted as the mining
engineer, the deputy technical manager and the acting manager of the
mining area successively from January 1970 to April 1980. He served at
the development headquarters of FAILER /B & X R (Xishan Mining
Administration Gujiao Mine District*) from April 1980 to April 1985, during
which period he worked as the deputy group leader of the development
group of FAILIE B EhIE (Xishan Mining Administration Ximing Mine®),
the chief engineer and the mine manager of such mine. He then served as
the leader of such development headquarters and its deputy general and
production director from April 1985 to April 1995. From December 1995 to
December 1997, he acted as the director of #FE# /@ (Huainan Mining
Administration®). He subsequently worked as the deputy general manager

and general manager of EZ MK AR (Huajin Coking Coal Company*)
successively from December 1997 to June 2003. Since 2004, he has acted
as the technical consultant of Shanxi Changtong and had been the dean of
BRI A R ILTESD

Institute for Coal Industry*).

Bt (Shanxi Branch of Hefei Design Research

MS. LEUNG YIN FAI

- Independent non-executive Director

Ms. Leung Yin Fai, aged 54, joined the Company on 1 April 2014 and
now being as an independent non-executive Director and the chairman
of each of the Company’s audit and remuneration committees and a
member of the Company’s nomination committee, obtained the master
degree of commerce from the University of New South Wales, Australia.
She is currently the managing director of K E Management & Consultancy
(Shanghai) Co., Ltd.. Prior to this, Ms. Leung acted as the office head of
KCS Management & Consultancy (China) Co., Ltd. Beijing Branch and
Tianjin Branch for 7 years and worked in one of international CPA firms for

20 years.

Ms. Leung is a member of the Hong Kong Institute of Certified Public
Accountants, CPA Australia and Association of Chartered Certified

Accountants.

*  For identification purpose only
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BOARD’S PROFILE
ESEEHN

MR. LEUNG PO WING, BOWEN JOSEPH GBS, JP

- Independent non-executive Director

Mr. Leung Po Wing, Bowen Joseph GBs, s, aged 69, joined the
Company on 26 March 2010 and now being as an independent
non-executive Director and a member of each of the Company’s audit,
nomination and remuneration committees and the chairman of the
Company’s risk management committee, is currently serving as an
independent non-executive director for three other companies listed on
the Stock Exchange namely Paliburg Holdings Limited (Hong Kong listed
company, Stock Code: 0617), Regal REIT (Hong Kong listed company,
Stock Code: 1881) and Quali-Smart Holdings Limited (Hong Kong listed
company, Stock Code: 1348). Mr. Leung previously served as the Director
of the Office of the Government of the Hong Kong Special Administrative
Region in Beijing until his retirement in November 2005. During his tenure
with the Government, Mr. Leung has served in various senior positions
including the Deputy Secretary for District Administration (later re-titled
as Deputy Secretary of Home Affairs), Deputy Secretary for Planning,
Environment and Lands, Private Secretary, Government House, and
Secretary for Planning Environment and Lands. Mr. Leung has extensive
experience in corporate leadership and public administration. Mr. Leung
was conferred with the Gold Bauhinia Star honour in 2004 and appointed as
a Justice of Peace in 2007, for his very distinguished services to the Hong

Kong community.
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BOARD’S PROFILE
ESE/MN

MR. ZHOU CHUNSHENG

- Independent non-executive Director

Mr. Zhou Chunsheng, aged 52, joined the Company on 14 June 2013
and now being as an independent non-executive Director and a member
of each of the Company’s audit, nomination and remuneration committees,
is currently a professor-in-residence and was director of the executive
master of business administration program of &£ I £t (Cheung Kong
Graduate School of Business). He was an assistant dean, director of the
executive education program and a professor of finance of J¢#E & I &2
Bt (Guanghua School of Management) of 1L F KE: (Peking University).
He is a distinguished economist, a winner of the National Excellent Young
Researcher Grant, an honorary professor at the University of Hong Kong,
a visiting professor at the City University of Hong Kong and a member of
the 1st and 2nd Listing Committee of the Shenzhen Stock Exchange. Mr.
Zhou obtained a master degree in mathematics from Peking University and
a doctoral degree in economics (finance) from Princeton University in the
United States. From 1994 to 1995, he was awarded an honorary doctoral
scholarship excellence from Princeton University. During 1997 to 2001, Mr.
Zhou worked for the University of California and the School of Business of
the University of Hong Kong. From April to December 2001, at the invitation
of China Securities Regulatory Commission (“CSRC”), Mr. Zhou acted as
a member (deputy level) of the planning and development committee of
CSRC. He also became the head of the finance department of ¢ & 1 £
Bt (Guanghua School of Management). Mr. Zhou is an expert in analysing
financial investment, securities markets, capital operation and financial

derivatives.

Mr. Zhou is currently an independent non-executive director of each of
Transfar Zhilian Co., Ltd. (Shenzhen listed company, Stock Code: 002010),
Guosheng Financial Holding Inc. (Shenzhen listed company, Stock Code:
002670), Kunwu Jiuding Investment Holdings Co., Limited (Shanghai listed
company, Stock Code: 60053), Zhonghong Holding Co., Limited (Shenzhen
listed company, Stock Code: 000979), and PINE Technology Holdings
Limited (Hong Kong listed company, Stock Code: 1079). Mr. Zhou is also
the director of Nanda Automation Technology Jiangsu Co., Ltd. (NEEQ:
834876), the shares of which are traded on the National Equities Exchange
and Quotations in the PRC and the independent director of Leshan City
Commercial Bank.
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CHAIRMAN’S STATEMENT
ERHRE

Mr. Zhang Sanhuo ‘R=5 %4
Chairman E J&

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”) of
Green Leader Holdings Group Limited (the “Company”, together with its
subsidiaries, collectively known as the “Group”), | am pleased to present
the audited annual results of the Group for the year ended 31 December
2018 as well as the prospect of our diverse portfolio featuring with coal
mining business, sales of information technology products, provision of
systems integration services, technology services, software development
and solution services (“IT related business”) and cassava starch business,
where some are already making profit and some with immense potential to
the shareholders of the Company (the “Shareholders”).

The coal mining business sector has been the progressive year of 2018.
The Group has been focusing on the development of Fuchang Mine for
full commencement of construction work during the year and is optimistic
launching the remaining four mines in full operation. It is expected that
steady cash inflow will be generated once all mines are in full operation to
improve the overall financial position of the Group. Amid looming trade war
between the People’s Republic of China (“PRC”) and the United States
might take a major toll on the economic growth in the PRC, we expect the
impose tariffs would not have a direct impact on the demand of coking coal
as well as the commodity prices in local market.
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CHAIRMAN’S STATEMENT
ERHRE

PRC is undergoing an environmental paradigm shift, transitioning to be
a global leader in the fight against climate change over the years. The
coal regulatory authorities in Shanxi has adopted stringent policies and
regulation on safety, environmental protection and production control
to implement the national safety protocol for coal mines as the PRC
government pursues its goal of promoting ecological civilisation. The
Group will closely speculate the existing mines such that major technical
renovations are carried out and the environmental and safety procedures
measures are in line with the relevant regulatory requirements and national

standards.

As for IT related business, the competitions in the industry remain
challenging. However, the considerable impact of the market pressure on
the Group’s overall financial position is minimal. After careful consideration,
the Company’s management has come to the view that we will streamline
the existing IT related business and divert our effort towards other potential

investments.

In the spirit of PRC-proposed Belt and Road Initiatives in 2013 and “Going
out” strategy, the Group has initially emerged into the cassava starch
business via plantation as well as the export and trading of cassava starch
in Cambodia, a member of the ASEAN countries, in 2016.

In the essence of implementing its development of cassava starch business,
the Group identified strategic partnerships by entering into strategic
cooperation framework agreements with a PRC bio-energy and industry
leader, Henan Tianguan Enterprise Group Co., Ltd. and one of the leading
manufacturers for cassava starch and modified starch, Guangxi State
Farm Mingyang Biochemical Group Inc. respectively, pursuant to which the
Company intended to adopt a modular design for constructing biological
recycling industry chain, with cassava starch processing plants and all of its
auxiliary projects. A financial institution, namely China Huarong Macau (HK)
Investment Holdings Limited, supported the Group’s investment strategy
with sufficient financial funding to kickstart the pertinent development of the

cassava starch business.
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CHAIRMAN’S STATEMENT
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Riding on the achievements of 2017, we entered 2018 with a vibrant
strategic planning, and are continuing with our plans to firmly establish the
Group with the aim of industrialising the cassava sector by constructing
module processing plants with economies of scale and products value-

added cassava-based products to supply diverse markets.

To further deepen and broaden its multi-national network in 2018 and
future, the Group has connected with and received full support from the
Ministry of Agriculture, Forestry and Fisheries of Cambodia (“MAFF”),
the Ministry of Commerce, Cambodia (“MOC”) and the United Nations of
Development Programme (“UNDP”) respectively to promote its investment

strategy on sustainable development on the agriculture sector in Cambodia.

Together with MAFF, MOC, and UNDP, the Group advocates poverty
alleviation by improving people’s livelihood through the innovative scheme
— “Contract Farming + Technical Assistance + Financing Assistance.” This
is a trail blazing scheme that accentuates on technology transfer, marketing
know-how with huge social impact by increasing farmers livelihood with a
secure market. A success case of public-private partnership initiative, to
create multiple-win situation for governmental bodies and the Group, with
the goal of providing public benefits to local farmers through improved

operational efficiency.
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The Company parz‘/C/pated in the Boao Forum for Asia Phnom Penh Conference in September 2018.
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CHAIRMAN’S STATEMENT
ERHRE

With that said, our Group’s Chief Executive Officer (the “CEQ”) is fortunate
to be invited as one of the speakers of CEO Roundtable Discussion in the
Boao Forum for Asia Annual Conference 2018 as well as the Phnom Penh
Conference in 2018 to present the Group’s cassava project to the world

economic leaders.

Witnessing the establishment and development of the cassava starch
business has grown alongside with the Belt and Road Initiatives and
Cambodia’s National Development Strategy and Industrial Development
Policy (2015-2025), the Company’s management is confident that the
initiative is no longer just an initiative but have entered into a development

stage through completing our supply value chain in 2019.

The Group is ready to build on its accomplishments in 2018 and to attain a
better development for the diverse portfolio of the Company. On behalf of
the Board and management, | wish to express my sincere gratitude to our
clients, business partners and Shareholders for their unwavering support
and belief in the Group, and to our employees for their tireless dedication
and professional competence that are the fuel to drive the Group’s ongoing

development.

Mr. Zhang Sanhuo

Chairman

Hong Kong, 29 March 2019

Britzsh REBETRAR ([TRAR]) FZE
BREESMNRE-_T - \FESFTREZER
EEAR—T - \F2EGRETRERE
HREERMR T AEEANANREIRE -

REBEZRERMEBNBIRERETYE—F—
KEZRRBERAREREBN IEEEERER
(2015-2025)— B K A AR EEEMRE K=
T-NFZEETHEERAHER MBEB
TR HEBEREE NEREER-

AEER T N\FEREHNKH BRABREE
ETZTBERNER - AABRKREZERE
BE HEP EBEHMEREAEERENT
FREBEBUARLEN  RROH B TH T iE
BHRFEEN AEBOFEEREBNI -

R=ZEXE

BB —ZE-AF=ZA-TNE
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEENWE D

BIOLOGICAL RECYCLING INDUSTRY CHAIN

Green development has become an important trend in
the world. The Company takes environmental protection
as a cradle of emerging a new development model for
continuous sustainable development. The main content and
direction of green development are being set by upgrading
traditional agriculture method to different green technology

and resources comprehensive utilisation.

HREZROEUAER —EEEBE - AR B URRIREE
RERAHEHREZIEN —BHREREN B BTR
RERNABREEARME ERGEANA EREEH

NEBHE

ROEEANBTMEE -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE D
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWR DT

BUSINESS REVIEW

Overview

The Group has been focusing on accelerating sustainable industries in
coal and agro-related businesses in the financial year 2018. The Group is
principally engaged in (i) the development of cassava cultivation and deep
processing business for the related ecological cycle industry chain; (i) coal
exploration and development, and sales of coking coal and the provision of

coal trading and logistics services; and (i) IT related business.

Coal mining business

Despite the continuing posing challenges for constructions delay
uncertainty, the financial performance in the year 2018 of the coal mining
business has been promising for the Group overall. The Group has five
coking coal mines located in Gujiao, Taiyuan City, Shanxi Province, the PRC
(“Shanxi”) one of which had fully commenced in operation since November

2017 and four other mines were undergoing constructions.

Fuchang Mine was the first coal mine in operation, which entered the joint
trial operation back in October 2016. Fuchang Mine passed the inspection
for completion, and obtained % & 4 7F Al 7% )
Production®) in January 2017 and April 2017 respectively. In December

(the Permit for Safe

2017, the Coal Industry Bureau of Shanxi recognised the Fuchang Mine
as a [ZHZ2EERENKERE]

Standardisation Coal Mine*) with a valid period of 3 years from the

(Second Class Safe Production

recognition date. As at the end of 2018, Fuchang Mine became one of the
s

(Safe and Highly Efficient Mines*) organised by China National

three coal mines of Taiyuan City to participate in the appraisal for
= R
Coal Association and passed the appraisal. With the expected production

capacity of 600,000 tonnes per year, it is now mining the 8th Coal Seam.

Of the four coal mines under construction, Jinxin Mine entered the joint trial
operation in August 2018, and planned to undergo special acceptance in
April 2019 of the joint trial operation to apply for inspection for completion
with an aim of obtaining the Permit for Safe Production* in July 2019.
The expected production capacity is 450,000 tonnes per year. Liaoyuan
Mine also entered the joint trial operation in September 2018 with an aim
of obtaining the Permit for Safe Production* in July 2019. The expected
production capacity is 600,000 tonnes per year. Bolong Mine and Xinfeng
Mine are expected to obtain the Permit for Safe Production* in September
2019 and July 2020 respectively. The estimated schedule of critical
production stages of coal mines under construction are set forth in the table

stated later.

*  For identification propose only
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEFWR D

To facilitate the structural reform by the state on the supply side of coal,
coal enterprises are required to support the implementation of policies on
dissolving excessive capacity. Moreover, as the state tightens requirements
on and ramps up inspection efforts in the design, safety, and environmental
protection aspects of coal mines under construction, relevant policies and

regulations issued in recent years on safety and environmental protection

RIEERHRRHETNEBENRE  Krd
FARABITRRERBRNBER - Lo BRY
ERTEREBNRG; RERBRIAAHERT
B 38 AN A 2 AR E IR T YR R - ST P T E
RERITEZBREZERRROBREAETSB
BT E O MBEMNEREEHR RRED

applicable to the coal industry become increasingly stringent and refined. T

Relevant key policies and regulations recently issued are as follows:

Issue Date

BHAES

1 February 2018
—N\F-_H—H

23 February 2018

—N\F=-—A=-+=H
2 April 2018
—\FMmMA=H
4 June 2018
—N\FAlMA
26 July 2018
—N\FtA=+XH

30 August 2018
—NEFENA=+H

6 September 2018
ZET-N\EFENAKRA

6 December 2018
— N\ =25~ = TS e

el For identification propose only

Policy/Regulation name

BE BEES

(ANE—TPTERRERBERIRNREEERBIREZEERR R @D
(Notice on Further Improving the Production Capacity Replacement Policy to Accelerate Release

of Advanced Production Capacity and Facilitate Orderly Exit of Out-dated Production Capacity*)

(ARFHE2 (WA ERBEL2EENRENEM)

(Notice on Carrying out Major Inspection on Safe Production of Coal Mines Throughout Shanxi*)

(AR (LE)EEBRF THEXENLZ2ERTERENBER)
(Notice on Carrying out Special Inspection on Antiknock Devices and Safety Apparatus under the

Coal Mines Throughout Shanxi*)

(ARFEE2 (KR) MEREFEIRE ZHREHEA)
(Notice on Carrying out Special Inspection on Construction Projects of Coal Mines Under

Construction Throughout Taiyuan City*)

CEARMRE (KR) MERE 2 EERGARBGETENBA)
(Notice on Accelerating the Upgrade and Renovation of Safety Monitoring System for Coal Mines

in Taiyuan City*)

(R (KR)MEBEZRIEESHEREBERANBR)
(Briefing on Law Enforcement Inspection on the Quality of Coal Mines Construction Projects in

Taiyuan City*)

(KRR R TE/B20184F - 2020F 2 MEBRLZ 2 AEEELHIZRRHED
(Plan on 2018-2020 Coal Mine Safety Production Standardisation Benchmarking Tips in Taiyuan
City by Taiyuan Coal Industry Bureau®)

(RKETHRRIXERERETHEBELEZTL2AEARSE TERRNBH)
(Notice of Taiyuan Coal Industry Bureau on the Work Plan for the Winter Safety Production

Inspection of Coal Mines in Taiyuan®)

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWR DT

As affected by the policies, the Group’s coal mines under construction
inevitably experienced construction delay or suspension, therefore reducing
the effectiveness of construction period during the year, leading to further
extension of the respective construction period. As such, the critical
production stages of the coal mines under construction faced certain
uncertainties. Based on the best estimation of the Group’s management,

the critical production stages of each of the mines are set out as follows:

REERENTE AEAZEREBEENBE
BECEERSEL  UBROFERZ BRI
EBRHEEEETHZE—SIET At SEEK
BENERLEERBRERE TR ZAEE
EREREEHT SEEZERLERRBER
#HHmT

iis

Fuchang Mine Jinxin Mine Liaoyuen Mine Bolong Mine Xinfeng Mine?

RERE SERE EREE HERE BERE

Critical production stage Actual date  Expected date ~ Expected Date ~ Expected date ~ Expected date
BREERR ERBHE st AE At A E HitAH it AH
Joint trial operation® HETER October 2016 August 2018 September 2018 June 2019 February 2020
“Z-RETA (Actual) (Actud) =—E—NERA ZTZTFZAR

ZZ-NENR ZE-\FRA

i) (%)

Inspection for completion® RIHN January 2017 April 2019 April 2019 August 2019 April 2020
ZTtE5-f ZE-NEEA ZE-AEEA ZE-AENR ZEZZEMNA

Permit for Safe Production* REEETE April 2017 July 2019 July 2019 September 2019 July 2020
“E-LEmA ZE-AFER ZE-AFEA SE-AFAA ZToRELA

Tasks of dissolving excessive ftBERBHNERTE July 2017 August 2019 August 2019 October 2019 September 2020
coal production capacity” ZE-EFEA ZE-AFAR ZE-AFNA ZE-NAFTA S ZEZEEAA
Publication of information on EEEZREERE September 2017 September 2019 September 2019 November 2019 October 2020
production factors* ZZ-tFNR ZE-NEANR ZE-NEAR ZE-NET-A ZTZZFTA
Recognised as Safe Production BRRRREE December 2017 October 2019 October 2019 December 2019 December 2020
Standardisation Coal Ming* RELKE ZE—tE+ZA ZT-NETR ZE-NAETA ZE-NETZR ZZoTFESZA
# Subject to the mine reorganisation proposal for Bolong Mine and Xinfeng Mine, ~ * RIEBPEBENSEERRETRHBARS TR

the consolidation shall be subject to the approval by the Shanxi government. Due
to the uncertainty for obtaining the approval, the expected production schedule
for Safe Production Date for Xinfeng Mine might subject to further changes.

3 For identification propose only
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEFWR D

Development of cassava-based agricultural and deep
processing business

The Group deployed significant resources to working diligently into
developing its agro-business platform as well as announcing several key
initiatives to lay a solid foundation for the development of cassava-based
agricultural and deep process business. During the first half of 2018, the

Group entered into a non-legally binding memorandum of understandings
(“MOU”) with MAFF and UNDP respectively, which has brought the Group
with confidence to orchestrate the strategic plans.

W e
H.E. Yim Chhay Ly, the Deputy Prime Minister of Cambodia, presided
over the signing ceremony of the MOU.
I ZE B AATE TR T T F P AR AR R SR A AT fE A o

The Group had a groundbreaking and commencement of construction
ceremony of the Group’s first cassava starch processing plant (the
“Processing Plant”) in Cambodia in April 2018. The Processing Plant
is located at Snoul District, Kratie Province in Cambodia, which is
approximately 230 kilometres from Phnom Penh City, occupying a site
area of approximately 20 hectares. It is rescheduled to be completed and
commence trial production in the third quarter of 2019. Upon completion of
construction and commencement of production of the Processing Plant, the
Group will have an annual production capacity of up to 120,000 tonnes of
cassava starch and 30,000 tonnes of modified starch respectively.

BRRABEERARMIER

FEBRAREBERSHEREREEBF &
TRAHETEERER AERAERERFMT
EBETTERAMNER -R_T-NFLFF"
REBEHEBMBER LS BHEFTIED B
T O TRERORNOREE TS ([REE
S EAKEEELEEBE -

e}

H.E. Vleng Sakhon, the Minister of MAFF (left) shook hands with Mr.
| Zhang Sanhuo, the Chairman of the Company.
BNERBHRDERET () EHARAFER=EFLEEF-

AEEERZZ—\FHEABAREBERIHEDN
BEAZBH NI ([T )SBTEEERM
MEITRER -MIMmEEEN =+ AE LR
REREFEONAREG EHETAN_E=T
REB -BEFAER_ZT-NFE=FTEXLHA
HE - EMIREKIRREER AEBBAE
FH R EENRZRY = E120,00008 & & 14 & H
30,0000 ©
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MANAGEMENT DISCUSSION AND ANALYSIS
BEEWR DT

Groundbreaking and commencement of
- : construction ceremony of the Group’s first
71| - e Processing Plant in Cambodia in April 2018.
Litn | FEnTmmsipage: Rl
pami PGS, FENEETDORE § . | REF—\FmF KRR E ENT
FEERYLY PREFYEY BERTTEEENRUE) T IE#R -
EREA S Al O g E i B e R i /4

)

Sl R Ere .

H.E. Yim Chhay Ly, the Deputy Prime Minister
of Cambodia (middle), H.E. Vleng Sakhon, the
Minister of MAFF (left 3) and Mr. Zhang Sanhuo
(right 2), the Chairman of the Company attended
the groundbreaking and commencement of
construction ceremony.

R EIEFRFIET () - B E
RPEHE T (X =) AL G+ [FR=EFE
(B )HEREERMETFEER -

In respect of re-scheduling production commencement of the Processing BN TIREHAEIFBAENS T EHRIZEF
Plant, it is mainly due to modification on modified starch processing line — EsREINB A ERELF NGB LB EREM
by adding wet chemical reaction processing and automated packaging — B{i&E & R I T EE & WRERIBER
equipments as per customer’s requirements, with adjustment of the {REFIRE 2 /K55 RIEFIEAEFH BT KEIERET -
wastewater treatment design in compliance with the water pollution control I BERIINGEEERE  RE - RKE RIS
standards governed by the Ministry of Environment, Cambodia. As such, EENZHE MBS T TR -

additional time is required for finalising the design, planning, sourcing,

fabrication on site and installation, which resulted in prolonging of the

construction period.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEFWR D

The Group believes that collaboration and partnership with the government
authority bodies, public institutions and other strategic partners with shared
goals, can create a broader range of opportunities to complement and
intensify the effectiveness of development effort. Through the MOU signed
with MAFF in January 2018, the parties could cooperate and collaborate
in various initiatives to promote, enhance and improve the efficiency on
planting and processing of cassava in Cambodia including but not limited
to the project of the Group to invest and develop cassava product chains
in Cambodia by constructing ten cassava starch processing plants in
various provinces throughout Cambodia which could ultimately produce
approximately 1.5 million tonnes of cassava starch and modified starch per
annum in five years. The Group received full support from MAFF to facilitate

the development of its agro-business platform.

In the meantime, the MOU signed with UNDP in April 2018 provided a
framework cooperation platform to facilitate and to strengthen collaboration
between parties on a nonexclusive basis, to develop sustainable cassava
industry through inclusive economic growth while generating specific and
measurable transformational development impacts in both smallholders’
community and industrial level. The Group had made noteable progress in
achieving an area of common interest with UNDP through the cooperation

and collaboration in the contract farming schemes.

The Company and UNDP entered into the MOU in April 2018.
AR E BB ER =F—/NE AT ViR = 5% o
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEENWE D

To deepen the collaboration with accessible market opportunities, the
Group and UNDP subsequently entered into a cooperative agreement in
August 2018, with the assistance from MAFF and witnessed by MoC. In
this cooperative agreement, the Group and UNDP, on a cost-sharing basis,
would implement the Accelerating Inclusive Cassava Market Development
project (the “Project”) in Cambodia. The Project aimed to (i) increase
the export of cassava starch to global markets while its values added
are created and retained in Cambodia; and (i) provide a secure market
for Cambodian farmers, for those depending on cassava as their source
of income. The execution of the agreement have demonstrated a joint
commitment between UNDP and the Group with support from the MoC
towards the sustainable development of the cassava sector as prioritised
in the National Cassava Sector Development Strategy which can extend
agriculture services and assistance to local farmers to improve the standard

of living.

ST

to Accelerate Inclusive Cassava M

b TR RN OLu. mdBE
Phnom Penh, 23 August, 2018
Ministry of Commerce

The Company signing cooperative agreement with
UNDP in August 2018.

AR A e EFEETEER - E—NFENNAEZEEF
1 75z EE G -
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEFWR D

Adhering to raise awareness of the contract farming schemes, the Group
successfully organised local forums together with UNDP and several
government agencies in Kratie province, Cambodia. The General Directorate
of Agriculture, MAFF, which is the government agency responsible for
engaging with partners in monitoring, evaluation extension services,
providing technical support, and establishing relations with private sectors
like the Group and cassava farmer organisations. This approach is the first
of its kind that the government intended to not only intervention but also
led the established cassava national policy to support the cassava industry
as a whole. The forums are equipped to help farmers understanding the
benefits of entering a contract farming scheme with the Group, whose
processing plant is expected to absorb approximately 550,000 tonnes of
cassava per year. The linkage has done through a win-win contract farming
model aiming to scale up benefits for both parties and as a mean to
mitigate production and market risks. The contract farming model applied
in the context is not only a formal buy-sale contract but also a partnership
scheme in which farmers and the Group can work together to address
relevant common issues while benefiting both parties. Besides offering a
favorable price than in the local market, the Group can provide agricultural
services on credit such as land preparation, planting, insecticide, pesticide,
herbicide, fertiliser, and harvesting. Farmers can opt for services they need

to pay once selling their cassava to the Group.

Since the second half of 2018, the Group and UNDP had made
developmental progress on identifying existing farmer organisations
(“FO”) in Kratie province, Cambodia. In light of establishing cassava
FOs or agricultural cooperatives could be time-consuming as it required
farmer mobilisation by ground personnel that the Group coupled with
UNDP’s resources to organise, all FOs were set up in compliance with
procedures under the legal framework as defined by the Law on Agricultural
Cooperatives (2013). In addition, engaging farmers and FOs or agricultural
cooperatives through contract farming schemes also required facilitation of
the Agro-Industry Department under MAFF (or the Agro-industry Unit under
Provincial Department of Agriculture, Forestry and Fisheries (Cambodia)) as
defined in the Sub-Decree on Contract farming (2011). This would enhance
steadily supply of raw material with establishing the FOs or agricultural
cooperatives in a long run. The Group aimed to identify approximately
90 FOs in Kratie province, Cambodia, with an estimated amount of up to
600,000 tonnes of cassava as raw material, which can secure sufficient

supply for the Processing Plant in 2019.

RILEBREEOMIETENRE  AEBKIH
HE S B E8F RREESFENE TR
MR 2R b 7T 5R 18 - BMORFE DR 48 5 (General
Directorate of Agriculture, MAFF)JY & & B2 & {E%
HEITER T EEERSE RERMIENHK
FgERAAEERAZRRABSLEHRER
VR - ERBNBIKAER A TENMA I
H|BMEMBERAERE UXHBEARZE
¥ ZEREEVERTHALEEENE
F B2 IR 4 #)550,000M8 7N 2 &9 10 T g I B K & |
AN EENRE - ZMETERER
MERNMEERNER EEBAESFNERIEA
MOHEERTISREBH—EFR -ERBERT
EHMERX T EAEIREEAY NA—HE
BEtE  EREAEEAERS HERAEELR
MERMSET T m - RTIRERK M HISEE
BHERIN REEITIRMAREM  EE - RRE -
B BREEH- EHRBESREERBEE-RER
EELEAREL TAKREERINAE RS-

BT — \FETHF AN A RS B
HEECHEREEEHENAEEREM (TR
RAS] T EMEBTHRELER - ERRUAE
BREBMBNRESIE A IER RN Bt - A%
EEEEGE RS EMAET BTN ERAMT
WASRADER MHAAERRMAMGEBEES
{E4t3%(2013)* (Law on Agricultural Cooperatives
(CO13)RERERERIE TR F ML o o -
RIEA HFER XA A S (2011)* (Sub-Decree on
Contract farming (2011)FT 52 7E - BB E LB T
MEXETED (REREMAESFITHRET
EEM)ARBANMEBEHEIRIIERRERA
BXEESEHLE - REME EYRREK
HEREAELBINERMBNBEHRE  NEE
B ERRIEEEF A BEQOERRAEL et
= #600,000MiRZERRIT KL BRI ARR -F
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEWR DT

Dialogue forum on cassava contract farming in Kratie Province.

PMEHE BT B BN E & KA EL 2 7w 1

According to a policy jointly established by 15 government departments
of the PRC, including the National Development and Reform Commission,
the National Energy Administration and the Ministry of Finance, the ethanol
gasoline will be implemented to use all over the country by 2020. The Group
entered into a framework agreement with AVIC Energy (Cambodia) Co.,
Ltd, for a possible acquisition of majority shares for a cassava ethanol plant
located at Kampong Speu Province, Cambodia in end of August 2018.
The management believes that the Group can further develop cassava
into ethanol and create a complete product chain (such as starch/modified
starch, ethanol, etc.) in Cambodia which is in line with the government
of Cambodia’s development agenda as well as supporting the PRC’s
upcoming clean energy policy and at the same time improves the livelihood
of local farmers and communities in Cambodia. The Group was still in
progress for completing the due diligence exercises as at 31 December
2018.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEFWR D

The Group was in progress of acquiring the transfer and/or assignment of the
valid and enforceable contractual rights to process and to be conferred with the
Certificate of the Economic Land Concession (the “ELC”) over the land located
at Pursat Province, Cambodia and the plantation rights, being exclusively to use,
possess and occupy the ELC to carry out plantation and other agro-industrial
activities as at 31 December 2018. Furthermore, the Group was in progress for

further acquiring the freehold land located at Pursat Province, Cambodia.

As at 31 December 2018, the Group had covered the cultivated area
of 2,600 hectares of cassava, which were planned to be harvested and
processed into cassava starch by the Processing Plant. As the Processing
Plant targeted to commence trial production in the third quarter of 2019, no
material revenue was generated from the cassava starch operation for the
year ended 31 December 2018.

Fund raising activity — placing of new shares under general
mandate (the “Placing”)

As disclosed in the Company’s announcements dated 14 December 2018
and 9 January 2019, all the conditions set out in the placing agreement
have been fulfiled and the completion of the Placing took place on 9
January 2019, where an aggregate of 1,462,200,000 Placing Shares have
been successfully placed and issued to not less than six placees, at the
placing price of HK$0.04 per Placing Share pursuant to the terms and

conditions of the placing agreement.

The gross and net proceeds (after deducting placing commission and other
relevant costs and expenses) from the Placing amounted to approximately
HK$58.48 million and approximately HK$57.72 million respectively. The net
issue price of the Placing Share is approximately HK$0.039 per Placing
Share. The Company applied the net proceeds up to HK$40 million for
repayment of indebtedness of the Group and the remaining balance thereof
will be utilised towards business development of the Group in Cambodia

and general working capital.

Capital reorganisation

Reference was made to the circular dated 8 October 2018 and the
announcement dated 31 October 2018 in relation to, among others, the
Capital Reorganisation. Unless the context requires otherwise, capitalised

terms used herein shall bear the same meanings as defined.

The Capital Reorganisation has become effective on 1 November 2018.
Since 1 November 2018, the Company’s authorised share capital is
HK$2,000,000,000 divided into 200,000,000,000 shares of HK$0.01 each
(the “Share”).
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MANAGEMENT DISCUSSION AND ANALYSIS

EEENWER O

Environmental, social and corporate responsibility

As a responsible corporation, the Group is committed to maintaining
a higher environmental and social standards to ensure sustainable
development of its business. The Group has complied with all relevant
laws and regulations in relation to its business including health and safety,
workplace conditions, employment and the environment. The Group
understands a better future depends on everyone’s participation and
contribution. It has encouraged employees, customers, suppliers and other
stakeholders to participate in environmental and social activities which
benefit the community as a whole. The Group maintains strong relationships
with its employees, has enhanced cooperation with its suppliers and has
provided high quality products and services to its customers so as to
ensure sustainable development.

The Environmental, Social and Governance Report conducted by a
professional third party for year 2018 will be published separately in
compliance with the requirements of the Rules Governing the Listing of

securities on the Stock Exchange (the “Listing Rules”).

FINANCIAL REVIEW

Review of results

Revenue

For the year ended 31 December 2018, the Group recorded a revenue of
approximately HK$1,004,636,000 (2017: approximately HK$514,909,000),
representing a significant growth of approximately HK$489,727,000
or 95%.
amount of mining products from the mining operation of approximately
HK$381,766,000 to approximately HK$980,902,000, mainly contributed by

Fuchang Mine, one of the Group’s mines, which commenced commerical

This was mainly due to the significant increase in the sales

operation from November 2017. Jinxin Mine and Liaoyuan Mine had been
in joint trail operation process since August 2018 and September 2018
respectively which generated an aggregate amount of approximately
HK$338,971,000 to the Group. Whilst, the revenue generated from
the cassava starch operation sharply decreased from approximately
HK$70,080,000 for the year ended 31 December 2017 to approximately
HK$603,000 for the year end 31 December 2018 after the completion of
pilot cassava trading project in 2017.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREN WKk

Gross profit

For the year ended 31 December 2018, the Group recorded a gross profit
of approximately HK$136,761,000 with a gross profit ratio of 14%, while
a gross profit of approximately HK$140,897,000 was recorded for the
corresponding year of 2017 with a gross profit ratio of 27%, which was

mainly attributable to the reduction of coking coal price in Fuchang Mine.

Gain on disposal of subsidiaries

Gain on disposal of subsidiaries for the year ended 31 December 2018 was
approximately HK$550,000 (2017: approximately HK$41,874,000), which
represent the gain on the disposal of entire issued capital of indirect wholly-

owned subsidiaries of the Company in both years.

Administrative and other operating expenses

Administrative and other operating expenses for the year ended 31
December 2018 was approximately HK$348,174,000 (2017: approximately
HK$348,926,000), the slightly decrease is mainly due to the net effect
of increase in depreciation, increase in staff costs and decrease in legal
and professional fees. Out of the total administrative and other operating
expenses, total staff costs (included director’s emoluments) amounted
to approximately HK$93,910,000 (2017: approximately HK$70,172,000)
which included the share-based payment-expense of approximately
HK$6,850,000 (2017: approximately HK$8,780,000),
amounted to approximately HK$60,166,000 (2017: approximately
HK$31,891,000).

and depreciation
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MANAGEMENT DISCUSSION AND ANALYSIS
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Impairment loss in respect of mining rights, and property, plant and
equipment (“PPE”)

For the year ended 31 December 2018,
mining rights, and PPE was approximately HK$2,571,010,000 (2017:
net reversal of impairment loss approximately HK$1,111,806,000) and

impairment loss in respect of

approximately HK$278,692,000 (2017: net reversal of impairment loss
approximately HK$180,034,000) respectively. This decrease in estimated
value in use amount of the Group’s coal mines located in Shanxi was the
result of (i) the change of production schedule of certain coal mines; (ii)
decrease in coal price adopted for an independent valuation report as at
31 December 2018; and (jii) the status of one of the coal mines, Xinfeng
Mine, was suspended in 2018, whereas the mine reorganisation proposal
for the coal mine of Xinfeng and the coal mine of Bolong is subject to the
further instruction and approval by the Shanxi government. For more details
regarding the valuation of coal mines, please refer to the section headed

“Valuation of coal mines” stated later.

Finance costs

Finance costs mainly consisted of interest expenses on borrowings from
non-controlling interest holders, convertible loan notes and finance lease.
Interest expenses on borrowings relating to construction in progress for
coal mines are capitalised to the extent that they are directly attributable
and used to finance the project. Finance costs were calculated from total

borrowing costs less interest expenses capitalised.

For the year ended 31 December 2018, finance costs amounted to
approximately HK$331,158,000 (2017: approximately HK$323,441,000),
increasing by approximately HK$7,717,000 resulting from the increase
in total borrowing costs and partially offset by the increase in interest
expenses capitalised. Interest expenses capitalised over the years increased
from approximately HK$114,573,000 to approximately HK$131,885,000 as
speed up the construction in progress of other mines, which more incurred

interest expenses are capitalised.
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MANAGEMENT DISCUSSION AND ANALYSIS

BEREN WKk

(Loss)/profit for the year

Loss for the year ended 31 December 2018 was approximately
HK$2,483,103,000 (2017: profit of approximately HK$512,564,000). This
was mainly attributable to the combined effects of the factors as stated

above.

(Loss)/profit attributable to owners of the Company
For the year ended 31 December 2018,
the Company was approximately HK$1,182,062,000 (2017: profit of
approximately HK$94,108,000),

change in fair value of derivative component of convertible loan notes of

loss attributable to owners of

mainly due to a gain generated from

approximately HK$235,973,000 was recorded for year 2018 while a loss of
approximately HK$52,429,000 was generated from year 2017. Also, there
is a impairment loss in respect of mining rights and PPE of approximately
HK$2,849,702,000 for year 2018 while a reversal of impairment loss of
approximately HK$1,291,840,000 was recorded for year 2017.

Valuation of coal mines

The decrease in fair value of coal mines as at 31 December 2018 was
mainly due to the change of production schedule of certain coal mines and
reduction of coal price. Greater China Appraisal Limited (“Greater China”),
an independent qualified professional valuer, estimated the fair value of the
coal mining business based on income approach using a discount rate of
18.45% (31 December 2017: 15.78%) and expected coal price of RMB517
per tonne (31 December 2017: RMB780 per tonne) based on information

obtained from Shanxi.

The operation of the Group’s mines with exception of Fuchang Mine were
further delayed due to the notice request of rectification measures issued by
the related authorities in 2018. Please refer to “Business Review” section for

details.
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MANAGEMENT DISCUSSION AND ANALYSIS

Greater China has consistently applied the income approach for the
valuation of coal mines as at 31 December 2018, 31 December 2017 and
31 December 2016 (the “Reporting Periods”) respectively. The income
approach is applied for this valuation as the economic benefit streams can
be identified and ascertained based on the mining plans and planned capital
expenditure to be incurred, as well as other cost estimates. This method
is commonly used in, and widely accepted for, the valuation of mineral
assets and resources project. The key assumptions and parameters in the

valuation of coal mines as at the Reporting Periods are set out as below:

Methodology
bapi

Key Assumptions
TERR

1. Production Schedule 1.

- Safe Production Date
Bolong Mine

Fuchang Mine

Jinxin Mine

Liaoyuan Mine

Xinfeng Mine*

2. Coal Price (per tonne) 2.

3. Discount Rate (post-tax) 3.

BEEWR DT

EEBRR
~REHERY
HERR

TERR

BRER

BERR

R{E (E8)

BRE (%)

31 December 2018

“E-N\f+ZA=+-H

Income Approach
WA

Third quarter of 2019

“E-NEEZF
Operating

EEH

Third quarter of 2019
“E-NEEZZF
Third quarter of 2019
“E-NEEZF
Third quarter of 2020
“ECEFEZF
RMB517
AR5
13.45%

13.45%
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Reporting Periods
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—E—+F&+ZA=T—H

Income Approach
W

Second quarter of 2018
—Z-N\FEZF
Operating

2ED

Second quarter of 2018
—T-\FE-F
Second quarter of 2018
—Z-N\FEZF
First quarter of 2019
“E-NEE-F

RMB780
AR#7807C

15.78%
15.78%

BEEEHEBR - \F+t=-A=+—8H -=
T—tF+ZA=+—HBEZE-—X"FT=A
=+—B(THREH) 2HEERERKAE R
IRAEE Ty FE AL - B 488 7 51 7% AT AR 45 £R B
T8I RIS E £ 2 58I & AN DA KR B R AR A
WRARBE %A EFANEYEEREIRIEAR
ZIHE WEEBHMAELRERS - HEENRSHZ
HEMAZEEBRRI2HEHINNAT

31 December 2016

ZE-RE+ZA=1T—H

Income Approach
W%

Fourth quarter of 2017
T FEENF
Second quarter of 2017
—T+EEF
Fourth quarter of 2017
Tt FHENE
Fourth quarter of 2017
T FEENF
First quarter of 2018
“E-N\FE-F

RMB700
ARE7007T

14.98%
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31 December 2018
“E-N\E+ZA=+-H

31 December 2017
—+&E+-A=+—-H —E-RE+-A=+-H

Reporting Periods
BEH
31 December 2016

Methodology Income Approach Income Approach Income Approach

bapi WA E W& W%

4. Mine Operating Costs, 4, BEAQEMRA-  Based on technical report Based on technical report Based on technical report
Capital Expenditures and EARTHRAEE  issued by John T. Boyd issued by JT Boyd in 2017 issued by JT Boyd in 2017
Production Schedule B (FEE)  (JT Boyd”)in 2017 BETEER-_Z—+FH% RETEEA-ZS—+tFRE
(annual production) REAYTEELAR R E RS

(NTEENR=Z2-t%
HEzRmEE

5. Allowable annual working 5. E#EFEI{ER 276 days 276 days 276 days

days 276H 276H 276H

Note: As shown in the above table, the primary change in valuation assumption would

be the decrease in prevailing coal price (which is dominant factor for the decrease
in valuation) and delay in mines’ commercial operation schedule. The coal
price is based on the existing and past quoted commodity prices in the mining
industry. The production schedule is affected by the policies and regulations
issued applicable to the coal industry. The coal mines under construction
inevitably experienced construction delay or suspension, therefore reducing
the effectiveness of construction period during the year, leading to further
extension of the respective construction period. There was no change in valuation
methodology in those valuations. For discount rate, calculation of weighted
average cost of capital (“WACC”) is based on market participant’s data which are
varied daily due to new information and changing market expectation every day.

Subject to the mine reorganisation proposal for Bolong Mine and Xinfeng Mine,
the consolidation shall be subject to the approval by the Shanxi government. Due
to the uncertainty for obtaining the approval, the expected production schedule
for Safe Production Date for Xinfeng Mine might subject to further changes.

Liquidity and financial resources
Total Equity

As at 31 December 2018, the Group recorded total assets of approximately

HK$8,259,895,000 (2017: approximately HK$11,749,835,000),

which

were financed by total liabilities of approximately HK$8,023,032,000

(2017: approximately HK$8,947,279,000) and total equity of approximately
HK$236,863,000 (2017: approximately HK$2,802,556,000).

PR ERATR HERRKZEIEEZDAENRE
TR (SEETRZIZAR) REEHELSER
RMRTCE-REDURAERBEBEENRRESR
HE-EERBRIAEMBARERITEZR
RMREFE - EREBEH L ELEER
HET DBURDFRZARTH  BHFEEER
IﬁﬂZi’i*ﬁNéﬁﬁ°EZ%1STEZ¢E@7??H§%§*

cBABRIREME - IAEFHEARKA ([ TS
ﬁZFﬁEZM)E@TFﬁ?%/,\%%(H?ﬁé e
BERMHENETSHEEAEHmMERA -

*

BENRERENSEREETRIBEEA TR
A B T - o B (G O T
EH BEREZ R EEANNERAERT
BEE—SEE -

RBEERUVBKER

ERBE

RZE-—NF+ZA=+—B XAEEHB
B FE 4R {E #98,259,895,0008 T (- & — +
F:4911,749,835,0008 L) ' BB B &
48 %8 #98,023,032,0008 T (Z T — £ F : &
8,947,279,0007% 7T ) & ¥ % #8 %8 49236,863,000
BT (Z T —+F : #92,802,556,000/8 7T ) AT

e

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4F 4 %k

29



30
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Gearing

As at 31 December 2018, the Group’s gearing ratio as computed as
the Group’s other borrowings, promissory notes, liabilities component of
convertible loan notes and obligation under finance lease over total equity
was approximately 292% (2017: 27%).

Liquidity

The Group had total cash and bank balances of approximately
HK$19,538,000 as at 31 December 2018 (2017: approximately
HK$118,218,000). The Group did not have any bank borrowings for both

years.

Charge on assets

Share charges of entire issued share capital of several subsidiaries of the
Company, charges over the shares and the convertible loan notes of the
Company owned by China OEPC Limited, charge on accounts receivables
to be owed to the Company and land charges over certain lands in
Cambodia acquired or to be acquired by the Group have been created for
securing the convertible bonds. For details, please refer to the Company’s

announcement dated 27 June 2017.

Treasury policies

The Group generally financed its operations with internally generated
resources and funds from equity and/or debt financing activities. All
financing methods will be considered so long as such methods are
beneficial to the Company. Bank deposits are in HK$, RMB, US$ and
Cambodian dollars (“KHR”).

Contingent liability and capital commitments
The Group had no material contingent liability as at 31 December 2018 and
as at 31 December 2017.

The Group had capital commitments for the acquisition of property, plant
and equipment which were contracted but not provided for as at 31
December 2018 of approximately HK$755,162,000 (2017: approximately
HK$331,903,000).
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Foreign exchange exposure

For the year ended 31 December 2018, the Group earned revenue in RMB
and US$ and incurred costs in HK$, RMB, US$ and KHR. Although the
Group currently does not have any foreign currency hedging policy, it does
not foresee any significant currency exposure in the near future. However,
any permanent or significant change in RMB against HK$, may have

possible impact on the Group’s results and financial positions.

EMPLOYEE AND REMUNERATION POLICIES

As at 31 December 2018, the Group employed approximately 655 full time
employees in Hong Kong, Cambodia and the PRC. The Group remunerates
its employees based on individual and business performance. Other
employee benefits include mandatory provident fund, insurance and medical

coverage, training programs and share option.

PROSPECTS

2018 was an active year for the Group, putting its emphasis on developing
Fuchang Mine and striving to achieve full commencement of construction
work in its mining operation. Notwithstanding the setbacks of construction
delay slowing down the anticipated turnaround for the coal mining
business sector in 2018, the Group remains optimistic in meeting the
required schedules for the remaining four mines in Shanxi to commence
in full operation. Hence, the Group is confident that the local market can
effortlessly absorb with the increased capacity of mining product in view
of a considerably steady coking coal consumption in the PRC with healthy
demand and relatively low growth in supply. All the mines will continue to be
the main source of income for the Group towards 2019 and will expect to
generate sturdy cash inflow to improve the overall financial position of the

Group.
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BEEWR DT

In 2018, the Group has reached pioneer milestones in terms of engaging
strategic partnerships, and implementing the development of its agro-
business platform. The Group expects such momentum to continue in
the year of 2019. In July 2018, the Cambodian government officially
launched its new strategies for the cassava industry aimed at making
Cambodia a reliable exporter of cassava-based products (the “National
Cassava Policy”). The objective of the National Cassava Policy is to
support active processing factories and attract investment to product
value-added cassava-based products to supply diverse markets and will
also enhance trade competitiveness by turning market access to market
presence, improving trade facilitation and reducing trade-related cost,
which will, in turn, to boost up the price of cassava and living standards
of local farmers. The Group foresees the newly launched National Cassava
Policy shall transform on the current cassava sector and will help to forge
positive impacts to our agro-related business. The management also
remains cautiously optimistic about the execution of our agro-business
development, which can serve as one of the models to deliver the important
objectives of the national strategies, which is reducing poverty and
improving the well-being of people through the industrial and agricultural

productive capacity of the PRC and Cambodia.

s
Greenleadef
: IV FToRE o F

Design of the Processing Plant
I LT 78
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MANAGEMENT DISCUSSION AND ANALYSIS

BEEFWR D

To ensure that the Project is effectively implemented toward achieving its
strategic objectives, a Project board committee has been established by
UNDP with the ultimate function to provide overall monitoring and guidance/
advice to the Project team. The Company, as one of the critical player in
Cambodia cassava value chain development, has been accepted to be one
of the members of the Project board, for providing strategic advices during

its implementation stage in early 2019.

Looking ahead, the Group is scheduled our Processing Plant to be
completed and commence trial production in the third quarter of 2019. In
the condition with the accomplishment of the Processing Plant, the Group
endeavors to seek suitable sites for constructing processing plants with an
annual production capacity of 150,000 tonnes for cassava starch in various
provinces in Cambodia. To secure the Group’s sufficient cassava as raw
material supply, the Group will continue to stride ahead with UNDP and
relevant business partners to enforce the contract farming schemes, such
that the schemes can broaden channels for strengthening the capacity
building and move up the cassava supply chain reliability through profitable

market linkage.

SUBSEQUENT EVENTS

Grant of share options
As disclosed in the Company’s announcement dated 17 January 2019,
730,000,000 share options have been granted to the grantees with exercise

price of HK$0.0544 per option share.

Adjustments to conversion price and number of conversion
shares of convertible bonds

Reference was made to the Company’s announcement dated 7 March
2019 in relation to the adjustments to conversion price and number of
conversion shares of convertible bonds. Unless the context requires
otherwise, capitalised terms used herein shall bear the same meanings as
defined.

As at the date of this report, there are US$45,000,000 convertible bonds.
Pursuant to the terms and conditions of the convertible bonds, the
conversion price of the convertible bonds will be adjusted as a result of the
Placing and the grant of share options. As a result of the adjustments, the
adjusted conversion Price is HK$0.26 and the number of Shares which may
fall to be issued upon exercise in full of the conversion rights attaching to
the convertible bonds shall be 1,350,000,000 Shares.
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The Board is pleased to present the reports and the audited financial

statements of the Group for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The Group is principally engaged in (i) the development of cassava
cultivation and deep processing business for the related ecological cycle
industry chain; (ii) coal exploration and development, and sales of coking
coal and the provision of coal trading logistics services; and (i) IT related

business.

Details of the material activities of the Group’s principal subsidiaries are set

out in Note 37 of the consolidated financial statements.

RESULTS

The Group’s results for the year ended 31 December 2018 and the state
of affairs of the Company and of the Group at that date are set out in the

consolidated financial statements on pages 83 to 224.

SUMMARY FINANCIAL INFORMATION

The following is a summary of the published results and the assets, liabilities
and non-controlling interests of the Group, prepared on the basis set out in
the notes to the consolidated financial statements. This summary does not

form part of the audited consolidated financial statements.
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RESULTS e
2018 2017 2016 2015 2014
“E-Nf ZE—+tF CZE-R"F Z2-hf CZE-MNF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEx FHET T FHET FET
Revenue 9N 1,004,636 514,409 197,765 63,923 106,246
(Loss)/profit before taxation BRBiAT (BE) A (3,153,345) 753,080 310,070 (4,450,916) (1,100,171)
Income tax credit/(expense) FEsES/ (BX) 670,242 (240,516) (118,872 678,184 177,040
(Loss)/profit before REtFERERA
non-controlling interests (B#]) /%7 (2,483,103) 512,564 191,198 (3,772,732) (923,131)
Non-controlling interests FERER 1,301,041 (418,456) (83,593) 1,399,451 470,623
Net (loss)/profit attributable to AAREEBA
owners of the Company G (F8) /%A (1,182,062) 94,108 107,605  (2,373,281) (452,508)
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS ¥ E -BERFEZERER
2018 2017 2016 2015 2014
—B-0\f —F-tf —F-Rf —FT-1Ff -FT-PEF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FET TR FHEL FET
Non-current assets FRBEE 7,901,132 11,413,381 9,403,806 9,080,025 12,739,018
Current assets MEEE 358,763 336,454 237,449 141,824 136,704
Current liabilties e b=L (1,405,684)  (6,366,010)  (5,248475)  (4607,195)  (4,043,871)
Net current liabilties KB (1,046021) (6,029,556  (5,011,026)  (4,465371)  (3,907,167)
Total assets less current liabilities BELERRDERE 6,854,211 5,383,825 4,392,780 4,614,654 8,831,851
Non-current liabiliies Y (6,617,348)  (2,581,269) (2,310,965  (4,006993)  (7,292,008)
Non-controling interests SEIERRIE (2,065,414)  (3483554)  (2,935887)  (2.945506)  (4,531,250)
Equity attributable to owners of ENGIE DN
the Company (1,828,551) (680,098) (854072)  (2337,845)  (2,991,416)
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DIVIDEND

Dividend Policy

The Board has approved and adopted a dividend policy with effect from 29
March 2019 (the “Dividend Policy”). The payment of dividend is subject
to the compliance with related laws and regulations, including the laws of
Bermuda, Company’s Bye-laws (the “Bye-laws”), the Listing Rules, and the
financial reporting standards that the Group has adopted. The Board will
continually review the Dividend Policy from time to time and reserves the
right to amend or modify the Dividend Policy as and when the Board may
deem necessary. There can be no assurance that dividends will be paid in

any particular amount for any given period.

The Company intends to create long term value for the Shareholders
through maintaining a balance between dividend distribution, preserving
adequate liquidity and reserve to meet its working capital requirements and
capturing future growth opportunities. When considering the declaration
and payment of dividends, the Board shall take into account the following

factors of the Group:

— the Group’s overall results of operation, financial condition, expected
working capital requirements and capital expenditure requirements,

liquidity position and future expansions plans;

- the amount of retained profits and distributable reserves of the

Company;
— general economic conditions, business cycle of the Group’s business
and other internal or external factors that may have an impact on the

business or financial performance and position of the Group; and

— any other factors that the Board deems relevant.
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Depending on the conditions and factors as set out above, dividends may

be proposed and/or declared by the Board for a financial year or period as:
1. interim dividend;

2. final dividend;

3. special dividend; and

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

Any final dividend for a financial year will be subject to the Shareholders’
approval. The Company may declare and pay dividends by way of cash or
scrip or by other means that the Board considers appropriate. Any dividend
unclaimed shall be forfeited and shall revert to the Company in accordance

with the Bye-laws.

The Company does not have any pre-determined dividend distribution ratio
and the Company’s dividend distribution record in the past, if any, may not
be used as a reference or basis to determine the level of dividends that may
be declared or paid by the Company in the future. The Dividend Policy shall
in no way constitute a legally binding commitment by the Group in respect
of its future dividend and/or in no way obligate the Group to declare a

dividend at any time or from time to time.

Final Dividend

Directors do not recommend the payment of a final dividend for the year
ended 31 December 2018 (2017: nil).
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PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in Note 15 of the consolidated financial

statements.

SHARE CAPITAL AND SHARE-BASED PAYMENT
TRANSACTIONS

Details of the movements in the Company’s share capital during the year
and share-based payment transactions together with the reasons for
such movements, are set out in Notes 26 and 34, respectively, to the

consolidated financial statements.

RESERVES

Details of movements in the reserves of the Company and of the Group
during the year are set out in Note 35 to the consolidated financial
statements and in the consolidated statement of changes in equity on page

87, respectively.

DISTRIBUTION RESERVES

At 31 December 2018, the Company had no retained profits available
for cash distribution or distribution in specie. Subject to the Companies
Act 1981 of Bermuda (the “Act”), the Company’s contributed surplus of
approximately HK$1,116,554,000 is distributable (2017: HK$458,561,000).
The contributed surplus and the Company’s share premium account, in the
amount of approximately HK$8,882,864,000 at 31 December 2018 (2017:
HK$8,874,292,000), following a reduction thereof in compliance with the
Act and the Shareholders’ approval, may be set off against the Company’s
accumulated losses. Thereafter, any balance in the Company’s share

premium account may be distributed in the form of fully paid bonus shares.
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PERMITTED INDEMNITY PROVISION

The Bye-laws provides that the Directors shall be indemnified out of the
assets and profits of the Company from and against all actions, costs,
charges, losses, damages and expenses which they or any of them shall
or may incur or sustain by or by reason of any act done, concurred in or
omitted in or about the execution of their duty, or supposed duty, in their

respective offices or trusts.

The Company has taken out and maintained directors’ liability insurance
which provides appropriate cover for the Directors and directors of the

subsidiaries of the Group.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Bye-Laws or the
laws of Bermuda, the jurisdiction in which the Company is incorporated,
which would oblige the Company to offer new Shares on a pro rata basis to

its existing Shareholders.

SHARES/DEBENTURES ISSUED

Shares

During the year 2018, there were 14,285,714 Shares be issued and allotted
due to the conversion of HK$10,000,000 unlisted convertible bonds. As at
31 December 2018, there were 7,311,032,014 Shares in issued.

Debentures

Unless the context requires otherwise, capitalised terms used below
bear the same meanings as disclosed and defined in () the Company’s
announcement dated 1 June 2018; (i) the circular dated 10 July 2018;
and (iii) the poll results announcement of the SGM of the Company dated
30 July 2018, the Existing CBs issued in June 2013 were due on 6 June
2018 and HK$395,000,000 Convertible Notes had been issued to the
Subscribers on 30 July 2018.

Details of the Company’s share capital are set out in Note 26 to the

consolidated financial statements.
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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
sufficient public float of not less than 25% of the Company’s total issued
share capital as required under the Listing Rules throughout the year ended
31 December 2018 and as at the date of this report.

PURCHASE, SALE AND REDEMPTION OF SHARES

Neither the Company nor any of its subsidiaries purchased, redeemed
or sold any of the Company’s listed securities during the year ended 31
December 2018.

MAJOR CUSTOMERS AND SUPPLIERS

Sales to the Group’s largest customer accounted to approximately 47% of
the Group’s total sales in 2018. Sales to the Group’s five largest customers

accounted for approximately 96% of the Group’s total sales in 2018.

Purchases from the Group’s five largest suppliers accounted for 36% of the
total purchases in 2018 and purchases from the largest supplier included

therein amounted to 12% of the Group’s total purchases for the year.

None of the Directors, any of their associates, or any of the substantial
shareholders of the Company (which are disclosed to the Directors) had any

beneficial interest in the Group’s five largest customers and suppliers.
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DIRECTORS

As at the date of this report, the Board comprises six Directors:

Executive Directors
Mr. Zhang Sanhuo (Chairman)
Mr. Tse Michael Nam (Chief Executive Officer)

Non-executive Directors
Mr. Zou Chengjian

Independent non-executive Directors
Ms. Leung Yin Fai

Mr. Leung Po Wing, Bowen Joseph Gss, Jp
Mr. Zhou Chunsheng

In accordance with Bye-laws 111 (A) and 115 and the code provisions set
out in the Corporate Governance Code and Corporate Governance Report
(the “Code”) as set out in Appendix 14 of the Listing Rules, Mr. Tse Michael
Nam, Mr. Zou Chengjian, Mr. Leung Po Wing, Bowen Joseph GBS, JP and
Mr. Zhou Chunsheng will retire by rotation at the forthcoming annual general
meeting. Being eligible, all of the retiring Directors will offer themselves for

re-election.

The Company has received written confirmation from all independent non-
executive Directors regarding their independence pursuant to Rule 3.13
of the Listing Rules. The Company considers all the independent non-

executive Directors as independent.

DIRECTORS’ BIOGRAPHIES

Biographical details of the current Directors are set out in the “Board Profile”

section of this report.

DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material beneficial interest, either directly or indirectly,
in any contract of significance to the business of the Group to which the

Company or any of its subsidiaries was a party during the year.
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DIRECTORS’ AND CHIEF EXECUTIVE’S INTERESTS AND
SHORT POSITIONS IN SHARES, UNDERLYING SHARES AND
DEBENTURES

As at 31 December 2018, the interests and short positions of the Directors
and chief executives of the Company in the Shares, underlying shares
and debentures of the Company or its associated corporations (within the
meaning of Part XV of the Securities and Futures Ordinance (the “SFO”)),
as recorded in the register required to be kept by the Company pursuant to
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 (the “Model Code”), were as follows:

(i) Long/short position in the Shares

EERBESITRAERKRG A
EROREZ 2EERKXR

:2 NE+-A=+—R0 BEREAQAES
BABRAARISEBHEZE (EEREHFR
E%Hﬂﬁﬁ&%kﬁﬂn%nHMZh

$%%1&A%$ BERAABEESF KGR
W0 535216 817 & 2 B M Arac 8% - skAR & k=
MEITAERETES R HNRLETR ([BEEF
ADEMERRAR R #Ewm AR

Approximate
percentage of

issued share

No. of capital as at

Name of Directors Nature of interest shares held Position 31 December 2018

HR=ZB-N\F

+t=ZA=+—H

ZEBITRAE

BEEgE EEME RO EE R BABEDH

Mr. Zhang Sanhuo (Nete) Beneficial owner 1,885,859,226 Long 25.79%
SR =B S () ERBEAA HE

1,827,237,883 Short 24.99%
RE

Mr. Tse Michael Nam Beneficial owner 163,164 Long 0.002%
Eilebe e EmfEB A HE

Note: Bk

China OEPC Limited (“China OEPC”) which is beneficially owned by Best Growth
Enterprises Limited (“Best Growth”). And Mr. Zhang Sanhuo (“Mr. Zhang”) is the
ultimate beneficial owner. Therefore, by virtue of the SFO, Mr. Zhang was deemed
to be interested in all the Shares held by China OEPC. As at 31 December 2018,
China OEPC held 1,885,859,226 Shares in which 1,827,237,883 Shares had been
pledged.
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(ii) Long/short position in the underlying shares

(i) REBERRZ2HR

.
KA

Approximate
percentage of

issued share

No. of capital as at

Name of Directors Nature of interest shares held Position 31 December 2018

ER=ZZ-N\F

+=-—BA=+-—H

ZEBITRAE

EEnA BEME FERDHE R BHEI T

Mr. Zhang Sanhuo Nete ) Beneficial owner 1,163,115,151 Long 15.77%
R=8 kA HED EmEB A HE

1,151,515,151 Short 15.75%
wRe

Mr. Tse Michael Nam Mote 2 Beneficial owner 78,967,400 Long 1.082%
R o A () EmERA HE

Mr. Zou Chengjian Mt ) Beneficial owner 1,000,000 Long 0.014%
B o A () EmERA HE

Ms. Leung Yin Fai Nete4 Beneficial owner 1,000,000 Long 0.014%
P B L (M EmERA HE

Mr. Leung Po Wing Beneficial owner 1,000,000 Long 0.014%

Bowen Joseph Mote 5

R R G s EmEB A HE

Mr. Zhou Chunsheng Mete ) Beneficial owner 1,000,000 Long 0.014%
JB & A g A (e EnBEAA [SS=)

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

43



44

REPORT OF DIRECTORS
ESEWRE

Note:

These underlying shares are held by () Mr. Zhang, an executive Director and
Chairman of the Board, as the Company’s share options which entitling him
to subscribe for 1,600,000 Shares at a subscription price of HK$1.50 per
Share; (i) Ms. Hao Ting for the amount of HK$15,000,000 convertible notes
(“CN”), which are convertible into 45,454,545 Shares, as family interested;
and (i) China OEPC which is beneficially owned by Best Group and Mr.
Zhang is the ultimate beneficial owner for the amount of HK$380,000,000
CN, which are convertible into 1,151,515,151 Shares. All the amount of
HK380,000,000 CN, which are convertible into 1,151,515,151 Shares had
been pledged.

As at 31 December 2018, Mr. Zhang held in aggregate 1,153,115,151
underlying shares in which 1,515,5615,151 underlying shares had been
pledged.

Mr. Tse Michael Nam, an executive Director and Chief Executive Officer, held
the Company’s share options entitling him to subscribe for (i) 6,000,000
Shares at a subscription price of HK$1.50 per Share; and (i) 72,967,400
Shares at a subscription price of HK$0.352 per Share.

Mr. Zou Chengjian, a non-executive Director, held the Company’s share
options entitling him to subscribe for 1,000,000 Shares at a subscription price
of HK$1.50 per Share.
Ms. Leung Yin Fai, an independent non-executive Director, held the
Company’s share options entitling her to subscribe for 1,000,000 Shares at a
subscription price of HK$1.50 per Share.

Mr. Leung Po Wing Bowen Joseph, an independent non-executive Director,
held the Company’s share options entitling him to subscribe for 1,000,000
Shares at a subscription price of HK$1.50 per Share.

Mr. Zhou Chunsheng, an independent non-executive Director, held the
Company’s share options entitling him to subscribe for 1,000,000 Shares at a
subscription price of HK$1.50 per Share.

In addition to the above, as at 31 December 2018, certain Directors have
non-beneficial personal equity interests in certain subsidiaries held for
the benefit of the Company solely for the purpose of complying with the

minimum company membership requirements.
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Except as disclosed above, as at 31 December 2018, neither the Chief
Executive Officer nor any of the Directors had or was deemed to have any
interests or short positions in the Shares, underlying shares or debentures
of the Company and its associated corporations (within the meaning of Part
XV of the SFO) (i) which 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 have under such provisions of the SFO); or (i) which were required,
pursuant to section 352 of the SFO, to be entered in the register referred to
therein; or (iii) which were required to be notified to the Company and the

Stock Exchange pursuant to the Model Code.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES OR
DEBENTURES

Except as disclosed above and in Note 20, Note 21, Note 30, Note 31 and
Note 34 of the consolidated financial statements, at no time during the
year were rights to acquire benefits by means of the acquisition of Shares
granted to any of the Directors or their respective spouses or children under
18 years of age, or were any such rights exercised by any of them; or was
the Company, or any of its subsidiaries, or related companies a party to
any arrangement to enable the Directors to acquire such rights in any other

body corporate.

SHARE OPTION SCHEMES

The Company’s share option scheme (the “Share Option Scheme”)
approved and adopted by the Company based on the Shareholders’
resolution passed on 28 May 2015.

The purpose of the Share Option Scheme is to enable the Company to
grant share option (the “Option(s)”) to certain employees of the Group and
any suppliers, consultants, agents and advisers or any person who, in the
sole discretion of the Board, has contributed or may contribute to the Group

in recognition of their contribution to the Group.

B EXHEEEN RZE-NAF+_A=+—
B TREZREFAEEHERADE K EBE
ZEE (ERRBHFRBMEERGIEXVEL) 2B 8
Mk HEST FERREAEBNREES R
HI B IGPIEXVEDSE7 8 B R MG AR R R
MreEfERgAR (BRESREESLME
GPIBRIE R E(FR AR 2 ERTRE)
X (i) 1R 45 78 o5 I B3 B 16 ) 35 3525 78 RC #R IR0 RX 1k
Pt & S i 2 R S SOR R k(iR IBIR%E T
AAMEARE MR Z BRI E -

EEBARODRES ZEF

B bR AR A B RS SRR T 5120 « B EE21 B R
30 P 731 e T s34 P 2 B8 & A1+ 1 F AR I
M ARAREATAESRESSE 2R B8k
W18 FRE LB ARG MER 2 EF -
1% 5 IR AT R LA 2 SRR AN A 7 =k B AR A B
BAR SKBEQTMESEEARH BEES
A AME HE AN BRI SR -

BREstE

ARRABRBRRR-_Z-HEFAA -+ N\EBE
ZORE A RN D B AT B ([BRE
sHEll) -

BB EERARRNRAALREZETES
MR ER - BE RENEAARETS2E
HIERRBERENAAEBELERZERMA
TREBEEE ([BRE])  URBREHAEE
ZERke
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The total number of Shares issued and to be issued upon exercise of the
Options granted to each eligible participant or grantee (including exercised
and outstanding Options) in any 12-month period up to the date of grant
shall not exceed 1% of the Shares in issue at the date of grant. Any further

grant will be conditional upon Shareholders’ approval in general meeting.

Subject to the terms of the Share Option Scheme, an Option may be
exercised in whole or in part at any time during the period to be determined
by the Board but in any event no later than 10 years from the date of grant.
There is no specified minimum period for which an Option must be held
before it can be exercised. An offer of the grant of an Option shall remain
open for acceptance for a period of 28 days from the date upon which is it
made and a non-refundable nominal consideration of HK$1.00 is payable by

the grantee upon acceptance of an Option.

The exercise price of the Options granted under the Share Option Scheme
may be determined by the Board at its absolute discretion but in any event
will not be less than the highest of: (i) the closing price of the Shares as
stated in the daily quotations sheet of the Stock Exchange on the date of
grant, which must be a business day; (ii) the average closing price of the
Shares as stated in the daily quotations sheets of the Stock Exchange for
the five business days immediately preceding the date of grant; and (iii) the

nominal value of the Share on the date of grant.

For details of the Share Option Scheme, please refer to the Company’s
circular dated 24 April 2015.
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Share Options Movement
During the year 2018, there were 20,000,000 Options granted and
16,000,000 Options lapsed.

On 3 May 2018, a total of 16,000,000 Options (granted on 14 July 2015)
lapsed due to the resignation of a Director (as disclosed in the Company’s
announcement dated 16 April 2018).

On 24 May 2018, the Company granted Options to a grantee to subscribe
for a total of 20,000,000 Shares (adjusted). Among the 20,000,000 Options
granted, 50% of the Options are exercisable from the date of grant to the
expiry of option period and 50% of the Options granted to the Grantee are
exercisable from the first anniversary of the date of grant to the expiry of the
option period. For the details of the above Options granted, please refer to
the Company’s announcement dated 24 May 2018.

The Scheme Mandate Limit was refreshed with the Shareholders’
approval during the annual general meeting of the Company held on 31
May 2018. The Company therefore may grant Options entitling holders
thereof to subscribe for up to a maximum number of 731,103,201 Shares,
representing approximately 10% of the number of the issued Shares as
at 31 May 2018. The total number of Shares which might be issued upon
exercise of the Options granted under the “refreshed” Scheme Mandate
Limit of 731,108,201 Shares together with all outstanding 924,344,571
Options as at 31 May 2018 carrying the right to subscribe for 193,241,370
Shares, representing approximately 12.64% of the total number of Shares in
issue as at 31 May 2018.

The particulars of Options granted to Directors and the movements during

the year can be referred to Note 34.

As at 31 December 2018, there were 197,241,370 Options outstanding.
(2017: 198,241,370 Options).
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On 17 January 2019, the Company granted Options to certain grantees to
subscribe for a total of 730,000,000 Options. Details of the said Options
granted could be referred to the Company’s announcement dated 17
January 2019.

As at the date of this report, a total of 927,241,370 Options were
outstanding, representing approximately 10.569% of the Company’s issued
share capital. There are 1,103,201 Options carrying the rights to subscribe
for 1,103,201 Shares, which represent approximately 0.013% of the
Company’s issued share capital, were available for grant by the Company
as at 31 December 2018.

SUBSTANTIAL SHAREHOLDERS’ AND OTHER PERSONS’
INTERESTS AND SHORT POSITIONS IN SHARES AND
UNDERLYING SHARES

Persons who have an interest or short position which is
disclosable under Divisions 2 and 3 of part XV of the SFO and
substantial Shareholders

So far as is known to the Directors, as at 31 December 2018, the following
persons (not being Directors or the Chief Executive Officer of the Company)
had, or were deemed to have, interests or short positions in the Shares or
underlying shares which are required to be disclosed to the Company and
the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV
of the SFO or who were directly or indirectly interested in 10% or more of
the nominal value of any class of share capital carrying rights to vote in all

circumstances at general meetings of any member of the Group:
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() INTERESTS IN THE SHARES AND UNDERLYING SHARES

() AR EERERGZ2ER

No. of

Shares and/or

Approximate
percentage of

issued Share

Name of substantial underlying capital as at
Shareholders Nature of interest shares held Position 31 December 2018
ER=B-N\F
+=-—BA=+-—H
AERGR, ZEBRITRAE
TERRER EaME HAABARGDEE R BMABES
Best Growth Enterprises Limited Mot Interest of controlled 3,037,374,377 Long 41.55%
corporation
REEEE S HE
2,978,753,035 Short 40.74%
RE
China OEPC Limited Mote Beneficial owner 3,037,374,377 Long 41.55%
hEREIR (B8 ) ERE R A E M EmlEB A HE
2,978,753,035 Short 40.74%
R
China Huarong (Macau) International Interest of controlled 5,364,074,134 Long 73.37%
Company Limited Mete corporation
REIER ORFY) BIRKRGOBR IR WS ZEiEER HE
China Huarong Asset Management Interest of controlled 5,364,074,134 Long 73.37%
Co., Ltd. Note) corporation
PEEREETERNAGRA AW R EE S HeE

Note:

. China OEPC beneficially owns 1,885,859,226 Shares and the amount of o

HK$380,000,000 convertible notes which are convertible into 1,151,515,151
Shares. China OEPC is beneficially owned by Best Growth. Best Growth
is beneficially owned by Mr. Zhang Sanhuo, the Chairman and executive
Director. By virtue of the SFO, Mr. Zhang and Best Growth are deemed to be
interested in those shares and derivative interest held by China OEPC.

FF LR B 25 % 51,885,859,226/% % 1) &
380,000,000 T AT R Z|H (] LR
1,151,515,151 & i% 19 - # B B2 )R B Best
Growth® z2 % A ° Best Growthr = /& 3 8 17
ERR-EALEXRB -RESSFRBERK
Il » 5 5t 4 K Best Growthi 18 A1 H B g2 R
BRAERMD RITE SRR s
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. China Huarong Macau (HK) Investment Holdings Limited (‘Huarong (HK)”)
beneficially owns Shares and convertible bonds. Huarong (HK) is wholly and
beneficially owned by China Huarong (Macau) International Company Limited.
(“Huarong (Macau)”). By virtue of the SFO, Huarong (Macau) was deemed to
be interested in those shares held by Huarong (HK).

o Huarong (Macau) is held 51% of shares by Huarong (HK) Industrial Financial
Investment Limited (“Huarong IFI”). By virtue of the SFO, Huarong IFl was
deemed to be interested in those shares which Huarong (Macau) was
interested.

o Huarong IFl is wholly and beneficially owned by Huarong Real Estate Co., Ltd.
(‘Huarong REC”). By virtue of the SFO, Huarong REC was deemed to be
interested in those shares which Huarong IFl was interested.

o Huarong REC is wholly and beneficially owned by China Huarong Asset
Management Co., Ltd. (‘Huarong AM"). By virtue of the SFO, Huarong
AM was deemed to be interested in those shares which Huarong REC was
interested.

(1) INTERESTS IN SHARES OF ASSOCIATED CORPORATIONS OF
THE COMPANY

o PEERNRMA (FR)RBEERERAR ([F
MEBEGHARNLATRRES - ERF
Al EER ORP)BRKROHBERAR ([F
MAMD2EEREE - BEEFRHPEK
7 ERRPIHERARERBTERE ZZER
DAL

e EREMAER(FR)ERREARAA
(TERMERRE ) FHAS1%RMN - REFF R
HEGRD EREMRERRANERRPIHE
BREEZZER N EAER -

o FERERKRAH
BX|)2EB

EREXAREMTAR ([ER
BEA - BIEE S R AT RS

ERBERWERANERERREREREZ Z
ERMmTHAES-

e FREXATHERAEERBROHARAT
(EMEEER]) 2EEEHA -REEF K
HERY EREETEHERANERNSEE
BREZZERDTHEAER -

() ARQXBHBEZERGD 2ER

Class and number Percentage
Name of subsidiary Name of entity of securities shareholdings
MEREER BERER HHEERRHE REB D
BMC Software (China) Ltd. BMC Software (HK) Ltd. 1 ordinary share of HK$1 (L) 10%

L:  represents a long position in the securities

Except as disclosed above and so far as the Directors were aware, as at
31 December 2018, no other party had any interest or short position in the
Shares, the underlying shares or debentures of the Company which would
be required to be disclosed to the Company under provisions of Division
2 and 3 of Part XV of the SFO, or which would be required, pursuant to

Section 336 of the SFO, to be entered in the register referred to herein.
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DISCLOSURE OF DIRECTORS’ INFORMATION PURSUANT
TO RULE 13.51B (1) OF THE LISTING RULES

On 1 February 2018, the remuneration package of Mr. Zhang had been
changed. The Company no longer provide a premise for living to Mr. Zhang

due to the tenancy agreement of the premise has been discharged.

The appointment of Mr. Leung Po Wing, Bowen Joseph (“Mr. Leung”) as
an independent non-executive Director has been expired and automatically
renewed on 26 March 2018 with a term of service for one year and subject
to rotational retirements under the Bye-laws. Mr. Leung currently entitled to

receive a remuneration of HK$14,000 per month.

The appointment of Ms. Leung Yin Fai (“Ms. Leung”) as an independent
non-executive Director has been expired and automatically renewed on 1
April 2018 with a term of service for two years and subject to rotational
retirements under the Bye-laws. Ms. Leung currently entitled to receive a

remuneration of HK$14,000 per month.

The appointment of Mr. Zou Chengjian (‘Mr. Zou”) as a non-executive
Director has been expired and automatically renewed on 22 June 2018 with
a term of service for one year and subject to rotational retirements under the
Bye-laws. Mr. Zou currently entitled to receive a remuneration of HK$14,000

per month.

The appointment of Mr. Zhou Chunsheng (“Mr. Zhou”) as an independent
non-executive Director has been expired and automatically renewed on
22 June 2018 with a term of service for one year and subject to rotational
retirements under the Bye-laws. Mr. Zhou currently entitled to receive a

remuneration of HK$14,000 per month.

The remuneration of the Directors is governed by the Bye-laws and
the remuneration amount is determined by the Board based on the
recommendation from the Company’s remuneration committee with
reference to, among other matters, the duties and responsibilities of
the Directors, salary paid by comparable companies, time commitment,
employment conditions of other members of the Group and a bonus for

each financial year which is subject to the discretion of the Board.

BB TR BE13.51B()RIEE
RZZE—N\FZA—H REEZHFMNEBEE -
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During the year 2018, the executive Directors, Mr. Zhang and Mr. Tse
Michael Nam received emoluments of approximately HK$1,578,000 and
HK$5,913,000 respectively. The non-executive Director, Mr. Zou received
HK$168,000. The independent non-executive Directors, Ms. Leung, Mr.
Leung and Mr. Zhou earned fees amounting to HK$168,000 each.

Details of Director’s and chief executive’s emoluments are set out in Note
14 of the consolidated financial statements. The basis for determining the
Directors’ emoluments (including bonus payments) remained unchanged

during the year.

Save as disclosed above, during the year, and as at the date of this report
there were no other changes to the Director’s information that are requires

to be disclosed pursuant to Rule 13.51B (1) of the Listing Rules.

CORPORATE GOVERNANCE

Throughout the year ended 31 December 2018, the Company had
complied with the code provisions of the Corporate Governance Code and
Corporate Governance Report (the “Code”) as set out in the Appendix 14 of
the Listing Rules. Details of corporate governance are set out in the section

headed “Corporate Governance Report” in this report.

AUDITOR

The Group’s consolidated financial statements for the year ended 31
December 2018 had been audited by Crowe (HK) CPA Limited, who will
retire and being eligible, offer themselves for reappointment as auditor at the

Company’s forthcoming annual general meeting.
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REPORT OF DIRECTORS
EEEHRS

AUDIT COMMITTEE AND REVIEW OF FINANCIAL
STATEMENTS

The Company established an audit committee (the “Audit Committee”)
on 12 June 1999 with clear written terms of reference. And the terms of
reference of Audit Committee had been revised on 10 December 2018 and

became effective from 1 January 2019.

For the year ended 31 December 2018 and as at the date of this report, the
Audit Committee comprised three members, all of whom were independent
non-executive Directors. The composition of the Audit Committee as at
the date of this report is Ms. Leung Yin Fai, the chairman of the Audit
Committee, Mr. Leung Po Wing, Bowen Joseph GBs, v and Mr. Zhou
Chunsheng. Ms. Leung Yin Fai is a member of the HKICPA, CPA Australia
and the Association of Chartered Certified Accountants. None of the
members is a partner or former partner of Crowe (HK) CPA Limited, the

Group’s external auditor (the “Auditor”).

The Audit Committee meets at least twice a year to review (i) the annual and
interim results and the accompanying auditor’s reports, (i) the accounting
policies and practices adopted by the Company, and (iii) the financial, risk

management and internal control systems of the Company.

The Audit Committee had reviewed the Group’s audited consolidated
financial statements for the year ended 31 December 2018 and had

submitted its views to the Board.

ON BEHALF OF THE BOARD
Mr. Zhang Sanhuo

Chairman
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The Board and the management of the Company are highly committed

to maintaining good corporate governance practices, internal control, risk

management and transparency in fulfilling their corporate responsibility

and accountability to the Shareholders. The Board and the management

recognise that the maintenance of good corporate governance practices

is an essential factor in achieving financial success and enhancing

Shareholders’ value.

COMPLIANCE WITH THE CORPORATE GOVERNANCE
CODES

(@)

(b)

Corporate governance codes

Throughout the year ended 31 December 2018, the Company has
complied with the Codes as set out in Appendix 14 of the Listing
Rules. The Board will continue to review and monitor the Company’s
corporate governance practices to ensure compliance with the Codes.
The Company had adopted an internal monitoring policy to maintain a
higher level of the Company’s compliance with the Codes throughout
the year ended 31 December 2018 and also to report on whether
any non-compliance with the Codes, if any, was fully disclosed and
explained in this corporate governance report. The execution and
enforcement of the Company’s corporate governance system is
monitored and reviewed by the Board annually. The Board believes that
the commitment of high-standard corporate governance will provide

long-term value and maximised returns to Shareholders.

Securities transactions

The Model Code has been adopted as the code for regulating
Directors’ securities transaction for the Company. In response
to specific enquiries made, all the Directors confirmed that they
had complied with the Model Code in their securities transactions

throughout the year 2018.

The Company has also established written guidelines no less exacting
than the Model Code for relevant employees in respect of their dealing
in the Shares and established written guidelines on inside dealings in
relation to the Company and the securities transaction of the Company
with reference to SFO Chapter 571 Division 4.
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(c) Board of Directors

Up to the date of this report, the Board is composed of six members
comprising two executive Directors (including the Chairman and
the Chief Executive Officer), one non-executive Director and three
independent non-executive Directors (“INEDs”). Throughout the
year, the number of independent non-executive Directors meets the

one-third requirement under the Listing Rules.

c) EE2

BEARSAH EFghm A aRKEEK
BREMERTES (BREFERITHRER)
—EIFRTEER=RBIIERTEEZ (1B
NHEHTES]) -REEFER BILEH
TEEABTALETRINATHN=Z02—8

E e

55

Numbers of Directors =2 A &4

6
Independent
5 non-executive Over 60
Direct N
4 BH TS SLSs
| Chinese
3 Non-executive Director EA
FENTES
2
1
Designation Ethnicity Gender Age Group
i far EHx ¥zl FERAa Rl

Diversity profile of the Board as at 31 December 2018.
EEER T \F+ZA=t—HZZHR -

The biographical details of the current members of the Board are set
out on pages 4 to 7 of this report. The Company has also maintained
on its website and on the website of the Stock Exchange, an updated
list of the Directors which identifying their roles and functions including
whether they are INEDs.

Save for being a Director, each Director does not have any financial,
business, family or other material/relevant relationship(s) and in

particular, between the Chairman and the Chief Executive Officer.

The Board is tasked with the responsibility of directing and supervising
the Company’s businesses and affairs and promoting its success and
growth. The Board is collectively responsible for the management
and operations of the Company and is responsible for directing and
supervising the overall management of the Company with regards to
the implementation and maintenance of internal control procedures and
ensuring compliance with relevant statutory requirements, the Listing
Rules and other rules and regulations and performing the corporate

governance duties.
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The Board delegates the authority and responsibility for implementing
day-to-day operations, business strategies and management of the
Group’s businesses to the executive Directors, senior management and

certain specific responsibilities to the Board committees.

The Board meets regularly. During the year, four regular Board
meetings were held. Notices for regular Board meetings were given to

all Directors at least 14 days prior to the meetings.

Prior to each Board meeting (for regular meetings, at least 3 days
prior), the Chairman, with the support of the Company Secretary,
ensures that every Director has been properly briefed on issues and
provided with the agenda and accompanying Board papers containing
adequate information provided by the management to enable them to
make informed decisions at the meeting. Every member of the Board
has an opportunity to propose matters in the agenda for discussion at

each Board meeting.

Minutes of Board meetings and meetings of committees are taken by
the Company Secretary and maintained at the Company’s premises.
Minutes of the Board and committees meetings record in sufficient
detail the matters considered by the Board or committees and
decisions reached, including any concerns raised by the Directors or
dissenting views expressed. Drafts and final versions of minutes are
sent to all Directors for their comments within a reasonable time after
the Board and committees meetings are held. Every member of the
Board is entitled to inspect Board papers and related materials and
has unrestricted access to the advice and services of the Company
Secretary to ensure that Board procedures, and all applicable rules
and regulations, are followed. Where queries are raised by any of the
Directors, responses are provided as promptly and fully as possible.
The Directors may also upon reasonable request, seek independent
professional advice in appropriate circumstances, at the expense of
the Company. So far and save as disclosed, there has not been any
case where a substantial shareholder or a Director has a conflict of
interest in a matter to be considered by the Board which the board has

determined to be material.
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The attendance of each of the Directors at the general meetings
(included annual general meeting), Board meetings and meetings of the
audit committee, remuneration committee, nomination committee and

risk management committee held during the year is set out below:—

BREENRFARTZIERAE (
HERg) EFEggd BEKEES
¥z EeeR RAZBECeRNARE
BZEEERIHEENT: —

BREER

&
guﬁz

No. of meetings attended/held

HE/BITEERE
Risk
General Audit Remuneration Nomination = management
Directors meetings Board committee committee committee committee
RRER
= EPN- Exg ENZEY FMES RAZE® ZE®
Executive Directors
HTES
Mr. Zhang Sanhuo 4/4 4/4 - 11 11 11
R=BEE
Mr. Tse Michael Nam 4/4 4/4 - - - 11
HEFLEE
Non-executive Director
FHTES
Mr. Zou Chengjian 4/4 4/4 - - - -
PG L E
Independent non-executive Directors
BYFETES
Ms. Leung Yin Fai 4/4 4/4 5/5 11 11 -
REBLL
Mr. Leung Po Wing, Bowen Joseph 4/4 4/4 5/5 11 1/1 il
REREE
Mr. Zhou Chunsheng 4/4 3/4 5/5 11 11 -
AEELE

Two of the regular Board meetings were for the approval of the interim
and annual results of the Company and the others were to review or
discuss (i) the effectiveness of the financial and internal control systems
of the Company; (i) the policies; (iii) strategic business planning and
operation review; (iv) the risk management; and (v) the upcoming

business transactions.

MAEZGOG IR ERATFHAREER
FEMERT  HMAIBLRE 3R 5R ()42 7181
HERAIEIEHER T BB (KK ()R
BEBABREBLE: (VAREE: k()
B 1T 2 R HMERIT

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4F 4 %k

57



58

CORPORATE GOVERNANCE REPORT
D ensogp

(d)

(€)

The Company had maintained an appropriate level of insurance cover
in respect of legal action against the Directors and officers of the
Company and its subsidiaries throughout the year ended 31 December
2018.

Each Director has disclosed to the Company in a timely manner of any
change, the number and nature of offices held in public companies
or organisations and other significant commitments. All such changes
during the year and up to the date of this report have been disclosed in

the Report of the Directors section of this annual report.

Appointments, re-election and removal of Directors

Each of the executive Directors, non-executive Director and
independent non-executive Directors has entered into a letter of
appointment with the Company for a specific term. Such term is
subject to his/her re-appointment by the Company at an annual general
meeting upon such Director’s retirement by rotation at least once every

three years and offering himself/herself for re-election.

The Bye-laws provide that any Director appointed by the Board, (i) to
fill a casual vacancy in the Board, shall hold office only until the next
following general meeting of the Company and shall be subject to re-
election at such meeting; and (ii) as an addition to the Board, shall hold
office until the next annual general meeting of the Company and shall

then be eligible for re-election.

Chairman and chief executive officer

The roles of Chairman and Chief Executive Officer have been separated
since 14 June 2013 and the division of responsibilities between the
Chairman and Chief Executive Officer has been clearly established
based on the requirement of Listing Rules.

During the year, the Chairman fulfilled his responsibilities, including
chairing the Board meetings, ensuring that the Board operates
effectively and discharges its responsibilities, ensuring good corporate
governance practices and procedures by anchoring with the Listing
Rules (even though these practices and procedures have not been
formally documented in the Company’s policy), facilitating effective
contribution of Directors, ensuring effective communications with
Shareholders and ensuring constructive relations between executive
and non-executive Directors. During the year, the Chairman has also
chaired meeting with the INEDs and the non-executive Director, without
the presence of the other executive Director.
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Non-executive Director and independent non-executive
Directors

During the year and up to the date of this report, the Company had
been in compliance with Rules 3.10 (1), (2) and 3.10A of the Listing
Rules by having at all times three INEDs on its Board, one who has the
appropriate professional accounting qualifications and the number of

INEDs represented at least one-third of the Board.

Each of the INEDs and the non-executive Director was appointed for
an initial term of not more than two years from the date of his/her
appointment. Upon the expiry of the initial term, the appointment may

be renewed for another term of not more than two years.

Each of the INEDs met the independence guidelines set out in Rule
3.13 of the Listing Rules and the Company considered each of them to

be so.

The Company had received written confirmation from all INEDs an

annual confirmation as to his/her independence.

The non-executive Director and the INEDs have been participating in
Board meetings, taking the lead where potential conflicts of interests
arise, serving on the audit, nomination and remuneration committees,
scrutinising the Company’s performance in achieving agreed corporate
goals and objectives, monitoring performance reporting and making a
positive contribution to the development of the Group’s strategy and
policies through independent, constructive and informed comments
and giving the Board and committees in which they serve, the benefit
of their skills, expertise and varied backgrounds and qualifications
through regular attendance and active participation. Each Director has
also given sufficient time and attention to the Company’s affairs during

the year.

Remuneration committee

The Company’s remuneration committee (the “Remuneration
Committee”) was established in June 2005 with specific written terms
of reference detailing the Remuneration Committee’s role and authority.
The terms of reference of the Remuneration Committee had been
published on the Company’s website as well as the Stock Exchange’s

website.

(f)

(9)
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The Remuneration Committee is responsible for formulating and
making recommendation to the Board on the Group’s policy and
structure for the remuneration of the Directors and senior management
and the establishment of a formal and transparent procedure for
developing policy on such remuneration and review of the policy
and the procedure annually. The Remuneration Committee has the
delegated responsibility to determine the specific remuneration
packages of the executive Directors and senior management and
to make recommendations to the Board for the remuneration of
the non-executive Director and INEDs after conducted the Board

evaluation annually.

In fulfilling its functions, the Remuneration Committee takes into
consideration factors such as salaries paid by comparable companies,
respective time commitment, and responsibilities of the Directors
and senior management and whether the remuneration packages are
competitively attractive to retain the executive Directors and senior
management. The Remuneration Committee members may consult
the Chairman of the Board about their proposals relating to the
remuneration of the executive Directors and have access to sufficient
resources including professional advice if considered necessary. No

Director can, however, approve his own remuneration.

For the year ended 31 December 2018 and as at the date of this
report, the Remuneration Committee comprised four members, three
of whom were INEDs, in which one of them was also the chairman
of the Remuneration Committee. The members of the Remuneration
Committee as at the date of this report are Ms. Leung Yin Fai (the
chairman of the Remuneration Committee), Mr. Zhang Sanhuo, Mr.

Leung Po Wing, Bowen Joseph and Mr. Zhou Chunsheng.

The Remuneration Committee meets at least once each year to review
and approve the remuneration package of the other Directors and the
senior management (which had remained unchanged from the previous

year) and other related matters including the Board evaluation.
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(h) Risk management committee

The Company’s risk management committee (the “Risk Management
Committee”) was established in September 2017 with specific written
terms of reference detailing the Risk Management Committee’s
role and authority. The terms of reference of the Risk Management
Committee had been published on the Company’s website as well as

the Stock Exchange’s website.

The Risk Management Committee is responsible for reviewing of the
risk management and internal control systems, the effectiveness of the
Company’s internal audit function, and such other duties as stipulated

under the Codes as set out in Appendix 14 of the Listing Rules.

For the year ended 31 December 2018 and as at the date of this
report, the Risk Management Committee comprised three members,
two executive Directors and one INED. The members of the Risk
Management Committee as at the date of this report are Mr. Zhang
Sanhuo, Mr. Tse Michael Nam and Mr. Leung Po Wing, Bowen Joseph

(the chairmen of the Risk Management Committee).

The principal responsibilities of the Risk Management Committee
are, among other things, (i) advise the Board on the Group’s risk
appetite statement(s), risk principles and other risk-related issues
including corporate actions and proposed strategic transactions such
as mergers, acquisitions and disposals; (ii) oversee risk management
framework to identify and deal with financial, operational, legal,
regulatory, technology, business and strategic risks faced by the
Group and amend and supplement this from time to time; (i) approve
the Group’s risk policies and risk tolerances; (iv) consider emerging
risks relating to the Group’s business and strategies to ensure that
appropriate arrangements are in place to control and mitigate the
risks effectively; (v) review risk reports and breaches of risk tolerances
and policies; (vi) review and assess the effectiveness of the Group’s
risk control/mitigation tools including the enterprise risk management
program, the risk management systems, the internal audit function
relating to risk management and the Group’s contingency plans; (vii)
review the Group’s capital adequacy and solvency levels; (viii) monitor
stress testing results of the Group’s key risk exposures; (ix) to deal with
other work assigned by the Board; and (x) issue report(s) on how the
Risk Management Committee met its responsibilities in its review of the
risk management, the internal control systems and the effectiveness of

the Company’s internal audit function.
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In fulfilling its functions, the Risk Management Committee has been
provided sufficient resources by the Company to seek for independent

professional advice to perform its responsibilities.

The Risk Management Committee meets at least twice a year to (i)
review the terms of reference; and (ii) review any risk or potential risk of
the Group and to advise the Board on the Group’s risk-related matters

and the overall risk management strategies of the Company.

Nomination committee

The Company’s nomination committee (the “Nomination Committee”)
was established on 14 December 2015 with specific written terms of
reference detailing the Nomination Committee’s role and authority. The
terms of reference of the Nomination Committee had been published

on the Company’s website as well as the Stock Exchange’s website.

For the year ended 31 December 2018 and as at the date of this
report, the Nomination Committee comprised four members, three of
whom were INEDs. The members of the Nomination Committee as
at the date of this report are Mr. Zhang Sanhuo (the chairman of the
Nomination Committee), Ms. Leung Yin Fai, Mr. Leung Po Wing, Bowen

Joseph and Mr. Zhou Chunsheng.

The principal responsibilities of the Nomination Committee are,
among other things, review the structure, size and composition
(including skills, knowledge and experience) of the Board and make
recommendations to the Board regarding any proposed changes;
identify candidates with suitable qualifications as Directors, select and
make recommendations to the Board; assess the independence of
INEDs; and make recommendations to the Board on matters relating
to the appointment or re-appointment of Directors and succession

planning for Directors.

In fulfilling its functions, the Nomination Committee has been provided
sufficient resources by the Company to seek for independent

professional advice to perform its responsibilities.
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The Nomination Committee has a policy concerning diversity of
Board members which aims to maintain the Board with a diversity of
Directors in terms of skills, experience, knowledge, expertise, culture,
independence, age and gender, with a view to enhancing the quality of

performance of the Board.

The Nomination Committee meets not less than once a year to (i)
review the terms of reference; (ii) review the structure, size and diversity
(including without limitation, gender, age, cultural and educational
background, professional experience, skills, knowledge and length of
service) of the Board; and make recommendations on any proposed
changes to the Board to implement the Company’s corporate strategy;
and (i) review the procedures for Shareholders to elect Director which
had been published in the Company’s website as well as the Stock

Exchange’s websites.

Save as disclosed, there were no other new appointment to the Board

during the year.

Audit committee

The Company’s audit committee (the “Audit Committee”) was
established in June 1999 with clear written terms of reference. The
terms of reference of the Audit Committee had been published on the

Company’s website as well as the Stock Exchange’s website.

The primary duties of the Audit Committee include overseeing
the Company’s relations with the external auditor, making
recommendations to the Board on the appointment, reappointment
and removal of the external auditor, approving the remuneration and
terms of engagement of the external auditor, reviewing and monitoring
the external auditor independence and objectivity and the effectiveness
of the audit process in accordance with applicable standards,
monitoring the integrity of the Company’s financial statements, annual
report and accounts, half-year report and accounting policies, as
well as overseeing the Company’s financial controls, internal control

systems and risk management systems.
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For the year ended 31 December 2018 and as at the date of this
report, the Audit Committee was comprised of three members, all of
whom were INEDs. The composition of the Audit Committee as at
the date of this report was Ms. Leung Yin Fai (the chairman of the
Audit Committee), Mr. Leung Po Wing, Bowen Joseph and Mr. Zhou
Chunsheng. Ms. Leung Yin Fai is a member of the Hong Kong Institute
of Certified Public Accountants, CPA Australia and the Association of

Chartered Certified Accountants.

The Audit Committee has unrestricted access to the Auditor, the
Directors, the Company’s qualified accountant, and other members of
the management. The Audit Committee has met with the Auditor twice
during the year ended 31 December 2018 with regards to review of the

Company'’s financial report and accounts.

The Audit Committee meet at least twice a year to review (i) the
Company’s annual and interim results and the accompanying auditor’s
report; (i) the accounting policies and practices adopted by the
Company; and (iii) the financial, risk management and internal control

systems of the Company.

The Audit Committee had reviewed the Group’s audited financial

statements for the year ended 31 December 2018.

Auditor’s remuneration

As disclosed in the announcement dated 2 January 2018, SHINEWING
(HK) CPA Limited had resigned as the Company’s auditor with effect
from 2 January 2018 and Crowe (HK) CPA Limited (previously known
as Crowe Horwath (HK) CPA Limited) had been appointed to fill the
casual vacancy as the new Company’s auditor with effect from 2
January 2018 and during the year, the Company reappointed Crowe
(HK) CPA Limited as Auditor in the Company’s general meeting held
on 31 May 2018. The auditor’s remuneration for the year ended 31

December 2018 was as follows:

Nature of work
TEME

Audit services

=2 R

Non-audit services

FEBERRD
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Directors’ responsibility for the financial statements

The Directors acknowledge their responsibility for the preparation of
the Company’s financial statements and that the financial statements
are prepared in accordance with statutory requirements and
applicable accounting standards. It is also the responsibility of the
Directors to ensure the timely publication of the Company’s financial
statements. During the year, the management has provided sufficient
explanation and information to the Board to enable it to make an
informed assessment of the financial and other information put before
it for approval including the monthly updates on the Company’s

performance, position and prospects.

A discussion and analysis of the Groups’ performance, an explanation
of the basis on which the Company generates or preserves value
over the longer term and the strategy for delivering the Company’s
objectives have been prepared and included in the Chairman
Statement and Management Discussion and Analysis sections of this

report.

The statement of the Auditor on their reporting responsibilities in
respect of the Company’s financial statements is set out on pages 75
to 82.

The Directors confirm that, except for the issues as explained under
the basis of presentation section in Note 1 of the consolidate financial
statements, they are not aware of any other material uncertainties
relating to events or conditions that may cast significant doubt about

the Group’s ability to continue as a going concern.

(m) Directors’ training and professional development

Every Director knows that he/she should participate in continuous
professional development to develop and refresh his/her knowledge
and skills to ensure that his contribution to the Board remains informed
and relevant. The Company is responsible for arranging and funding
suitable training for the Directors. Accordingly, during the year, the
Company had made available trainings and development programmes

for the Directors for their participation.
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During the year, all the Directors were provided with commentary
on the Group’s business, operations, and financial matters as well
as regular updates on applicable legal and regulatory requirements.
The Company had also provided the Directors with the materials and
information update including the Directors’ obligations as required
under the Securities and Futures Ordinance and the Listing Rules. In
addition, individual Directors have also participated in other courses
relating to the roles, functions and duties of a listed company director
or further enhancement of their professional development by way
of attending training courses or via online aids or reading relevant
materials. All the Directors had provided their training records to the

Company for the year under review.

Directors

B

Executive Directors
BITES

Mr. Zhang Sanhuo
R=ZERE

Mr. Tse Michael Nam
S A

Non-executive Director
FHITES

Mr. Zou Chengjian
AL

Independent non-executive Directors
BIYFHTES

Ms. Leung Yin Fai

REBE L+

Mr. Leung Po Wing, Bowen Joseph
RERGE

Mr. Zhou Chunsheng

AEERE

A:  attending internal briefing sessions/reading materials in relation to corporate
governance and regulatory updates.

B: attending seminars/courses/conference to develop and refresh their
knowledge and skills.
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(n)

(0)

Company secretary

Mr. Shek Wing Wa, joined the Company since 2011. He holds a
bachelor degree in business administration and a master degree in
corporate governance and has solid experience in company secretarial
field gained from both listed companies and professional firms in
Hong Kong. He is an associate member of The Hong Kong Institute of
Chartered Secretaries and The Institute of Chartered Secretaries and
Administrators in the United Kingdom since 2010. During the year, he
has completed over 15 hours of relevant professional training.

Internal controls and risk management

The Board acknowledges that it is responsible for ensuring a
sound and effective internal control system is maintained within the
Company and its subsidiaries so as to safeguard the Group’s assets
and its Shareholders’ investments. The Board established the Risk
Management Committee to conduct annual reviews of the effectiveness
of the system of internal controls as well as the adequacy of resources,
qualifications and experience of staff of the accounting and financial

reporting functions, and their training programmes and budget.

The Risk Management Committee reviewed the need for an internal
audit department and considered it appropriate to adopt an internal
group policy to review of the effectiveness of the system of internal
control of the Company and certain of its subsidiaries for the financial
year ended 31 December 2018. Given the Group’s simple operating
structure, as opposed to a separate internal audit department, the Risk
Management Committee engaged Crowe (HK) Risk Advisory Limited.

for reviewing the effectiveness of the internal control of the Group.

The Risk Management Committee conducted a review on the
internal control system of the Group on an annual basis and has the
responsibility to maintain an effective internal control system in order to
safeguard the Group’s assets and Shareholders’ interests. It covered
all material controls including financial, operational and compliance
controls and risk management functions of the Company. And the
policy had be reviewed annually by the Board to ensure it fulfilled the

statutory requirement.
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The Risk Management Committee has also reviewed the adequacy of
resources, staff qualifications and experience, training programmes and
budget of the Company’s accounting and financial reporting function.
The Risk Management Committee will keep review and monitor the
effectiveness of the internal control and risk management systems on a

regular basis to ensure that the systems in place are adequate.

Risk management system
The Group adopts a risk management system which manages the risk
associated with its business and operations. The system comprises the

following phases:

e |dentification: Identify ownership of risks, business objectives and

risks that could affect the achievement of objectives.

e  Evaluation: Analyse the likelihood and impact of risks and evaluate

the risk portfolio accordingly.

e Management: Consider the risk responses, ensure effective
communication to the Board and on-going monitor the residual

risks.

Based on the risk assessments conducted for the year 2018, no

significant risk was identified.

Internal control system

The Company has in place an internal control system which is
compatible with the Committee of Sponsoring Organisations of the
Treadway Commission 2013 framework. The framework enables the
Group to achieve objectives regarding effectiveness and efficiency
of operations, reliability of financial reporting and compliance with
applicable laws and regulations. The components of the framework are

shown as follow:

Control Environment: A set of standards, processes and structures that

provide the basis for carrying out internal control across the Group.

e Risk Assessment: A dynamic and iterative process for identifying
and analysing risks to achieve the Group’s objectives, forming a

basis for determining how risks should be managed.
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Control Activities: Action established by policies and procedures
to help ensure that management directives to mitigate risks to the

achievement of objectives are carried out.

Information and Communication: Internal and external
communication to provide the Group with the information needed

to carry out day-to-day controls.

Monitoring: Ongoing and separate evaluations to ascertain
whether each components of internal control is present and

functioning.

In order to enhance the Group’s system of handling inside information,
and to ensure the truthfulness, accuracy, completeness and timeliness
of its public disclosures, the Group also adopts and implements an
inside information policy and procedures. Certain reasonable measures
have been taken from time to time to ensure that proper safeguards
exist to prevent a breach of a disclosure requirement in relation to the

Group, which include:

The access of information is restricted to a limited number of
employees on a need-to-know basis. Employees who are in
possession of inside information are fully conversant with their

obligations to preserve confidentiality.

Confidentiality agreements are in place when the Group enters into

significant negotiations.

The executive Directors are designated persons who speak on
behalf of the Company when communicating with external parties

such as the media, analysts or investors.

Based on the internal control reviews conducted for the year 2018, no

significant control deficiency was identified.
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Internal audit

The Group has the Internal Audit (“IA”) function, which is consisted
of professional staff with relevant expertise (such as Certified Public
Accountant). The IA function is independent of the Group’s daily
operation and carries out appraisal of the risk management and internal
control systems by conducting interviews, walkthroughs and tests of

operating effectiveness.

An |A plan has been reviewed by the Audit Committee and approved
by the Board. According to the established plan, review of the risk
management and internal control systems is conducted annually and

the results are reported to the Board via Audit Committee afterwards.

Effectiveness of the risk management and internal control
systems

The Risk Management Committee is responsible for the risk
management and internal control systems of the Group and ensuring
review of the effectiveness of these systems has been conducted
annually. Several areas have been considered during the Risk
Management Committee’s reviews, which include but not limited to
(i) the changes in the nature and extent of significant risks since the
last annual review, and the Group’s ability to respond to changes in its
business and the external environment; and (i) the scope and quality of
management’s ongoing monitoring of risks and of the internal control

systems.

The Risk Management Committee, through its reviews and the reviews
made by IA function and Audit Committee, concluded that the risk
management and internal control systems were effective and adequate.
Such systems, however, are designed to manage rather than eliminate
the risk of failure to achieve business objectives, and can only provide
reasonable and not absolute assurance against material misstatement
or loss. It is also considered that the resources, staff qualifications and
experience of relevant staff were adequate and the training programs

and budget provided were sufficient.
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Based on the above, the Risk Management Committee is of the view
that the Company has established a proper internal control system
which is effective and adequate. And the Board also considers the
internal control systems of the Company effective and the resources,
qualifications and experience of the accounting and financial reporting

functions, adequate for the period in review.

In year 2018, the Group has engaged Crowe (HK) Risk Advisory
Limited, an independent professional third party, to review the Group’s
IA function. The IA function is independent of the Group’s daily
operation and carries out appraisal of the risk management and internal
control systems by conducting interviews, walkthroughs and tests of
operating effectiveness. An IA plan as suggested has been approved
by the Board. According to the established plan, review of the risk
management and internal control systems is conducted annually and

the results are reported to the Audit Committee afterwards.

Communications with Shareholders and investors

The Board is responsible for maintaining an on-going dialogue with the
Shareholders. A shareholders’ communication policy setting out the
principles of the Company in relation to Shareholders’ communications,
with the objectives of ensuring a transparent and timely communication
with Shareholders via various means, had been established and
published on the Company’s website. And it will be reviewed annually
after the annual general meeting. The Company’s annual general
meetings and other general meetings are valuable forums for the
Board to communicate directly with the Shareholders and to answer
questions Shareholders may raise. Another key element of effective
communication with Shareholders and investors is the prompt and
timely dissemination of information in relation to the Group. The
Company has announced its annual and interim results in a timely

manner in 2018 as required by the Listing Rules.

Separate resolutions are proposed by the chairman at general
meetings for each substantial issue. The detailed procedures of
conducting a poll are explained to Shareholders at the commencement
of the general meetings, to ensure that Shareholders are familiar with

such procedures.
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The Company’s last annual general meeting (“AGM”) was held on
Monday, 31 May 2018 at 11:00 a.m. at Units 2001-2, 20th Floor, Li Po
Chun Chambers, 189 Des Voeux Road Central, Hong Kong. Notice of
the last AGM were sent out on 30 April 2018, i.e. there were 21 clear
business days before the AGM. All the resolutions proposed at the
AGM were approved by the Shareholders by poll. Details of the poll
results are available on the Company’s website. Mr. Zhang Sanhuo,
the Chairman of the Board chaired the last AGM and also invited
Ms. Leung Yin Fai, the chairman of both the Audit and Remuneration
Committees to attend. All the Directors currently in position, attended
the last AGM. The Auditor and the Company’s legal advisors were also

available during the AGM to answer questions from the Shareholders.

The next AGM will be held at Units 2001-2, 20th Floor, Li Po Chun
Chambers, 189 Des Voeux Road Central, Hong Kong on Friday, 31
May 2019 at 11:00 a.m. (or, in the event that a black rainstorm warning
signal or tropical cyclone warning signal no. 8 or above is in force in
Hong Kong at 9:00 a.m. on that day, at the same time and place on
Monday, 10 June 2019).

The Company’s market capitalisation as at 31 December 2018 was
HK$307,063,344.588 (issued share capital: 7,311,082,014 Shares
at closing market price: HK$0.042 per Share). The public float was
approximately 74.02% as at 31 December 2018.

Constitutional documents

On 1 November 2018, the Shares have been reduced in the
Company’s issued share capital through a cancellation of the
Company’s paid-up capital to the extent of HK$0.09 on each of the

issued existing Shares.

Except the capital reorganisation as mentioned above, there was no
other change to the Company’s Memorandum of Association and the
Bye-laws during the financial year 2018. Copy of the latest version of
the Memorandum of Association and Bye-laws has been posted on the

Company’s website as well as the Stock Exchange’s websites.
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CORPORATE GOVERNANCE REPORT

(r)

(s)

TEERRE

Shareholders’ rights — convening of general meetings

Shareholders shall have the right to request the Board to convene a
general meeting. Shareholders holding an aggregate of not less than
one-tenth (10%) of the Company’s paid up capital may send a written
request to the Board to request for the convening of a general meeting.
The written requisition, duly signed by the Shareholders concerned,
must state the purposes of the meeting and must be deposited at the
Company’s registered office. The Company would take appropriate
actions and make necessary arrangements, and the Shareholders
concerned would be responsible for the expenses incurred in giving
effect thereto in accordance with the requirements under Section 74 of

the Act once a valid requisition is received.

Shareholders’ rights — making proposals at general
meetings

The Shareholders are entitled to put forward a proposal (which may
properly be put to the meeting) for consideration at a general meeting
of the Company: (a) any number of members representing not less
than one-twentieth (5%) of the total voting rights of the Company on
the date of the requisition; or (b) not less than 100 members holding
Shares in the Company.

The requisition specifying the proposal, duly signed by the
Shareholders concerned, together with a statement of not more than
1,000 words with respect to the matter referred to in the proposal must
be deposited at the Company’s registered office. The Company would
take appropriate actions and make necessary arrangements, and
the Shareholders concerned would be responsible for the expenses
incurred in giving effect thereto in accordance with the requirements
under Sections 79 and 80 of the Act once valid documents are

received.

If a Shareholder wishes to propose a person other than a retiring
Director for election as Director at a general meeting, the Shareholder
should lodge at the Company’s principal place of business in Hong
Kong at Units 2001-2, 20th Floor, Li Po Chun Chambers, 189 Des
Voeux Road Central, Hong Kong, the necessary documents as
mentioned in the “Procedures for shareholders to propose a person
for election as a director of the Company” which had already been
published in the Company’s website as well as the Stock Exchange’s

website.
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t) RREF-HABESS

(t) Shareholders’ rights — enquiries to the Board

74

Shareholders may make enquiries with the Board at the Company’s
general meetings or at any time send their enquiries and concerns to
the Board in writing through the Company Secretary whose contact

details are as follows:

Green Leader Holdings Group Limited

Units 2001-2, 20th Floor, Li Po Chun Chambers,
189 Des Voeux Road Central, Hong Kong
Telephone:  (852) 2889 6289

Fax: (852) 2897 9137
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INDEPENDENT AUDITOR’S REPORT
B ZBERE

Crowe

INDEPENDENT AUDITOR’S REPORT TO THE SHAREHOLDERS OF
GREEN LEADER HOLDINGS GROUP LIMITED

(Incorporated in Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of Green Leader
Holdings Group Limited (“the Company”) and its subsidiaries (“the Group”)
set out on pages 83 to 224, which comprise the consolidated statement
of financial position as at 31 December 2018, the consolidated statement
of profit or loss, the consolidated statement of profit or loss and other
comprehensive income, the consolidated statement of changes in equity
and the consolidated statement of cash flows for the year then ended, and
notes to the consolidated financial statements, including a summary of

significant accounting policies.

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

Ordinance.

BASIS FOR OPINION

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

basis for our opinion.

BEEEE &FH gtMEBABERAR
Crowe (HK) CPA Limited

8 SRE TSRET 7R BER 092
9/F Leighton Centre,

77 Leighton Road,

Causeway Bay, Hong Kong
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B ZBERE

MATERIAL UNCERTAINTY RELATED TO GOING CONCERN

We draw attention to Note 1 to the consolidated financial statements
which indicates that the Group incurred a net loss of approximately
HK$2,483,103,000 during the year ended 31 December 2018 and as of
that date, the Group’s current liabilities exceeded its current assets by
HK$1,046,921,000. These conditions indicate the existence of a material
uncertainty which may cast significant doubt about the Group’s ability to
continue as a going concern. Our opinion is not modified in respect of this

matter.

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional judgement,
were of most significance in our audit of the consolidated financial
statements of the current period. These matters were addressed in the
context of our audit of the consolidated financial statements as a whole,
and in forming our opinion thereon, and we do not provide a separate

opinion on these matters.

Key audit matter

HEEZER

Impairment assessment on coal mines related non-current assets

BIRAEB R B & E R AR

We identified non-current assets impairment assessment on coal mines
related non-current assets as a key audit matter due to the significance
of these balances to the consolidated financial statements as a whole,
combined with the significant judgements and estimation uncertainty
involved in the determination of the recoverable amount.

HRZEERE NG BEREAEBNEZUEA RS REFTATHE S EN
BEARAEBRAFIARERE HAMERREABERDEENRDEE
REEAERERERE.
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HREZER

MREZZASBERMANEXHE RR/EA
MR eV BHRANERRREZNFR -ZEH
HAREBRMEREBESVBRRAREAZRR
ETREN BT TEHZEZRRHEBEER -

How our audit addressed the key audit matter

EMNERNNEERARERER

Our procedures in relation to impairment
assessment on coal mines related non-current
assets included:

BB BRERBERDEENRENEEFE
7

- testing the key controls related to the
assessment on the carrying value of its non-
current assets;

RSB IER B & = R EE T A AR e BR T
i

— assessing the valuation methodology;

A EETE:



INDEPENDENT AUDITOR’S REPORT
B ZBERE

How our audit addressed the key audit matter

BEMNERNNEERARERER

Key audit matter

HEELER

Impairment assessment on coal mines related non-current assets (continued)

BRI R D EENRENL ()

The impairment assessment involves management’s judgment in certain
areas including the discount rate and the underlying cash flows projection
based on the future selling prices, production costs and production
capacity. Any changes in management’s judgement may result in significant
financial impact to the Group.

MERES RERENE TESEHNAE  RMRRLRENAREES &
ERARERELNEARSRERA BEBAHENTMNED Y &
SEERERMBRE-

As set out in Note 29 to the consolidated financial statements, the
management concluded that the recoverable amount of each separate
cash generating unit was lower than their carrying value and impairment
loss on property, plant and equipment of approximately HK$278,692,000
and impairment loss on mining rights of approximately HK$2,571,010,000
were made for the current year. The recoverable amounts of each cash
generating unit were determined by value in use method.

MR E VMR T20ME ERERASHUREE LB AT YA
SHEREREE RAFEWE BFE MR E 2B EEE#278,692,000
BT - T SRR 2 R B E 15 492,571,010,00078 7T © & 3R & B 4 B /) AT Y (B
TREDIREREBEEEE -

analysing and challenging the
reasonableness of significant judgements
and estimates built in the underlying cash
flows used in management’s impairment
tests based on our knowledge of the
business and industry;
ERBMEEBRITEN TR DT RER
ERENREANSAMANEEESRERSR
BV E R HIE MRt A IR

analysing and reviewing the specific
discount rates used by management in
impairment tests;

ST EEREEBEREIATERNEE
BRI &

evaluating the sensitivity analysis performed
by management;
AEEEEETHNERESN:

evaluating the historical accuracy of the
forecasted future cash flows by comparing
them to the actual results in the current year
on a sampled basis and understanding the
causes of any significant variances; and
FAEEARKRESRENBELEREL - AR
REMEELANEFAARKRE @ REBERNEF
EHERER ARTHREMEREENK
P M

reconciling input data to supporting
evidence.

% 8 A\ B B S R R R AT AR
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Key audit matter

HEELER

Valuation of convertible loan notes

TREERRBENMGE

During the year ended 31 December 2018, the Group issued
new convertible loan notes with an aggregate principal amount of
HK$395,000,000. The embedded derivative components of the Company’s
convertible loan notes are stated at fair value based on the valuation carried
out by independent qualified professional valuer.
RBEE_Z-N\F+A=+—-HALFE EEEHTALEE
395,000, 000,%736’#&7}%&,\%’&%% o RRF A EREEORARDT
ITERD BATVEFABILAEREEGHAEMBMBE-

The valuation of fair values of the convertible loan notes and embedded
derivatives includes significant unobservable inputs and significant
management estimates was determined by the directors based on the
valuation by an independent qualified professional valuer. The fair value of
the embedded derivatives of the convertible loan notes was determined
using the Black-Scholes model.

AMEERZEBERRARTETIANATEEERRERNTAIBER AR
BRESRBBUAEREXEMEMZGEEENEREEE Mt AR
BREREZEBERARTETLAZAFENKAT R - HRTAETERE

B

The accounting policies, accounting estimates and disclosure of convertible
loan notes are included in Notes 3, 4 and 25 to the consolidated financial
statements, respectively.
HBRERRBROSITEE A REEEHN D BIBRGSHBHRE
B 5ES ~ 4525 -
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How our audit addressed the key audit matter

BEMNELRNNEERARERER

Our audit procedures in relation to the valuation
of the convertible bonds and embedded
derivatives included:
HMEEARRES R ARITETLAGKENE
BREFeE:

- obtaining an understanding of the
management process for determining
fair value of the convertible bonds and
embedded derivatives;
THREERBETIBRREFMRARNITEL
BERTFENBRE

— evaluating competence, capabilities and
objectivity of the independent external
valuer;

AHEBULIMNEHEMNE S ) REBIL:

- assessing whether the valuation
methodology and the key assumptions used
by the management and external valuer
to estimate the fair values of convertible
loan notes and embedded derivatives are
appropriate; and
B E RINEMERMB AR AT RRE
REBRBRARTETAERAFENGELE
MARBRESEE R

- comparing input data to supporting
evidences, such as market indicators and
considering the reasonableness of the data
adopted.
it A BUR B SR E (NHI5IER) T E
BRRABEZABIEE -



INDEPENDENT AUDITOR’S REPORT
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INFORMATION OTHER THAN THE CONSOLIDATED
FINANCIAL STATEMENTS AND OUR AUDITOR’S REPORT
THEREON

The directors are responsible for the other information. The other
information comprises all the information included in the annual report, other

than the consolidated financial statements and our auditor’s report thereon.

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

thereon.

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with the
consolidated financial statements or our knowledge obtained in the audit or

otherwise appears to be materially misstated.

If, based on the work we have performed, we conclude that there is a
material misstatement of this other information, we are required to report

that fact. We have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS 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 directors are assisted by the Audit Committee in discharging their

responsibilities for overseeing the Group’s financial reporting process.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. This report is made 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.

Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with HKSAs will always detect a
material misstatement when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they
could reasonably be expected to influence the economic decisions of users

taken on the basis of these consolidated financial statements.

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

also:

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

the override of internal control.

— Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the

effectiveness of the Group’s internal control.
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INDEPENDENT AUDITOR’S REPORT
B ZBERE

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

— Evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures made

by the directors.

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

cease to continue as a going concern.

— Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures, and
whether the consolidated financial statements represent the underlying

transactions and events in a manner that achieves fair presentation.

— Obtain sufficient appropriate audit evidence regarding the financial
information of the entities or business activities within the Group to
express an opinion on the consolidated financial statements. We are
responsible for the direction, supervision and performance of the group

audit. We remain solely responsible for our audit opinion.

We communicate with the Audit Committee regarding, among other
matters, the planned scope and timing of the audit and significant audit
findings, including any significant deficiencies in internal control that we

identify during our audit.
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AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS (CONTINUED)

We also provide the Audit Committee with a statement that we have
complied with relevant ethical requirements regarding independence
and communicate with them all relationships and other matters that may
reasonably be thought to bear on our independence, and where applicable,

related safeguards.

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

such communication.

Crowe (HK) CPA Limited
Certified Public Accountants
Hong Kong, 29 March 2019

Chan Wai Dune, Charles
Practising Certificate Number PO0712
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS
mEEER

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

2018 2017
—E-N\F —E—+tF
NOTES HK$’000 HK$'000
s FERT FET
Revenue KA 7 1,004,636 514,909
Cost of sales and services rendered HE RIBHRS 2 KA (867,875) (374,012)
Gross profit EF 136,761 140,897
Other operating income H b A & 25 7 7,128 50,624
Selling and distribution expenses HERDIHER (4,173) (5,485)
Administrative and other THEEMSEER
operating expenses (348,174) (348,926)
Change in fair value of derivative MBREREBRTETIAISH 2
component of convertible loan notes N EEE 25 235,973 (52,429)
Reversal of impairment loss in MERER 2 REBBER  FE
respect of mining rights, net 16 - 1,111,806
Reversal of impairment loss IE MERZREREERERE
in respect of property, B[ - FEE
plant and equipment, net 15 - 180,034
Impairment loss on mining rights, net IR 2 REBE F8E 16 (2,571,010) -
Impairment loss on property, B BE R EE
plant and equipment, net REEE  FE 15 (278,692) -
Finance costs Bl & B AN 8 (331,158) (323,441)
(Loss)/profit before taxation BrBLAT (B5iR) T 9 (3,153,345) 753,080
Income tax credit/(expense) FiEREeE, (FX) 10 670,242 (240,516)
(Loss)/profit for the year FE (FE) HF (2,483,103) 512,564
Attributable to: LT ALREMN:
(Loss)/profit attributable to N EVER AES
owners of the Company (BB ,/&7 (1,182,062) 94,108
(Loss)/profit attributable to IR G
non-controlling interests (B8] ®H (1,301,041) 418,456
(2,483,103) 512,564
(Loss)/earnings per share (HK cents) &Ik (Ei8), BF (&)
Basic B 12 (16.17) 1.29
Diluted e 12 (16.17) 1.13
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
meBmkHMEEKRER

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

2018 2017
—E-N\F —ZT—+F
HK$’000 HK$'000
FHET FET
(Loss)/profit for the year FE (BE) %A (2,483,103) 512,564
Other comprehensive (expense)/income FEEHM2E (X)) W&
for the year
ltems that may be subsequently ABAEFHDEEBRHEE
reclassified to profit or loss:
Exchange difference on translation of MEBINEBZERZR
foreign operations:
— Exchange difference arising —FEEEZERERE
during the year (175,229) 208,110
- Reclassification adjustments —HEEHEZBINER
relating to foreign operations BRACENDERAE
disposed of in the year - (7,863)
Other comprehensive (expense)/income FEHMZ2E (BAX) WHF
for the year (175,229) 200,247
Total comprehensive (expense)/income FE2E (BX) WEHHE
for the year (2,658,332) 712,811
Total comprehensive (expense)/income LTALEGZ2E (BAX),/
attributable to: Wz
Owners of the Company PIN/NEIE RN (1,240,192) 165,144
Non-controlling interests FEPE IR A (1,418,140) 547,667
(2,658,332) 712,811
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e PIARR R

As at 31 December 2018 R—Z— \&E+-_A=+—8

2018 2017
—E-N\F —E—+tF
NOTES HK$’000 HK$’000
Bt 5 FERT FAT
Non-current assets FRBEE
Property, plant and equipment R N 15 1,788,156 1,829,128
Mining rights iz 16 6,018,475 9,492,873
Intangible assets mLAE 12,234 14,569
Goodwill EES 17 - -
Deposits paid for acquisition of WETHFEREZENZS
land use right 35,946 38,522
Deposits paid for acquisition of W BB R
property, plant and equipment Bf&E 46,321 38,289
7,901,132 11,413,381
Current assets RBEE
Inventories & 18 2,081 4,277
Trade receivables g5 rlsRIE 19 173,512 7,685
Prepayments, deposits, bills receivables BT FIE & - EWZ B &
and other receivables H g W k8 19 148,693 206,265
Amounts due from related companies FEUR BB A R FRIB 20 7,579 9
Amount due from a director B —REFFHIA 21 4 -
Derivative component of AMBEEREEREZ
convertible loan notes PTETEES 25 7,356 -
Bank balances and cash RITE#RERS 22 19,538 118,218
358,763 336,454
Current liabilities RBAEE
Trade payables B SN FRIE 23 2,039 6,411
Other payables E e 5RE 23 601,566 889,659
Amounts due to related companies FEATBRE R R FRIA 20 - 212,508
Amount due to a director N —BESHIE 21 14,508 -
Amounts due to non-controlling FERIEERE R ARIE
interests holders 24 706,633 4,615,030
Other borrowings HupfgE 14,101 -
Obligation under finance leases MEMEERTZEME 36,213 8,307
Liabilities component of ABMREREERZ
convertible loan notes BEHD 25 - 408,292
Derivative component of AMREREEZ
convertible loan notes PTET EED 25 2,330 223,857
Income tax liabilities s aE 28,294 1,946
1,405,684 6,366,010
Net current liabilities REBEEFE (1,046,921) (6,029,556)
Total assets less current liabilities EERERABES 6,854,211 5,383,825
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e PRI R

As at 31 December 2018 R—Z—N\&E+_-_A=+—H

2018 2017
—E-NF —E—+tF
NOTES HK$’000 HK$’000
Bt 5 FHExT FHET
Capital and reserves EXRHE
86 Share capital EEN 26 73,110 729,675
Reserves ] (1,901,661) (1,410,673)
Equity attributable to owners of AREEEAEBGER
the Company (1,828,551) (680,998)
Non-controlling interests JEER R 37 2,065,414 3,483,554
Total equity RSB 236,863 2,802,556
Non-current liabilities kRBEE
Amounts due to non-controlling FERIEERER TR ARIE
interests holders 24 4,023,875 -
Provision for restoration, rehabilitation 1 B RIRBR AN B
and environmental costs 27 74,279 74,927
Liabilities component of AMREREERZ
convertible loan notes BERS 25 641,679 294,231
Amounts due to related companies JERRAB AR FRIB 20 148,742 -
Other payables H b eI 5RIE 23 423,590 -
Obligation under finance leases BMEREETZEMT 382 45,252
Deferred tax liabilities FEERIBEE 28 1,304,801 2,166,859
6,617,348 2,581,269
6,854,211 5,383,825

The consolidated financial statements on pages 83 to 224 were approved  $83E224H 7 A MBHER T —NF=A
and authorised for issue by the board of directors on 29 March 2019 and —+tHBEEZSH ELTETE THUATE

are signed on its behalf by: ERREE:
Mr. Zhang Sanhuo Mr. Tse Michael Nam
=& L WAt AL
Director Director
BFE EE
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

GERBEBER

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

Attributable to owners of the Company

KRREEAKE
Exchange Share Statutory Non-
Share Share  Contributed  translation options surplus Other Accumulated controlling
capital premium surplus reserve reserve reserve reserve losses Total interests Total
EXAEH EERS
B RGEE BARS #E  BRERE DRRE HibHE ZitER @i FERER @it
HK$'000 HK§'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAL FAL TAL FiET FHET FET FET FEL FhET FAT
(Note i) (Note i) (Note iii)
(Bisxi) (Bsi) GED)
At 1 January 2017 729,675 8,874,292 419,111 (108,687) 78,329 850 - (10,847,642 (854,072 2,935,887 2,081,815
Profit for the year FEET - S S S S S S 94,108 94,108 418,456 512,564
Other comprehensive income FREMZERE
for the year
- Exchange difference on —BEENEHL
tranglation of foreign EXZE
operations - - - 71,036 - - - - 71,036 129,211 200,247
Total comprehensive income FERAMGES
for the year - - - 71,036 - - - 94,108 165,144 547,667 712,811
Disposal of subsidiaries HENBARA - - - - - (850) - - (850) - (850)
Recognition of share BRRHX AR
based payment expense - - - - 8,780 - - - 8,780 - 8,780
Appropriation of maintenance BEREEESHR
and production fund - - - - - 15,431 - (15,431) - - -
At 31 December 2017 and
1 January 2018
729,675 8,874,292 419,111 (37,651) 87,109 15,431 - (10,768,965) (680,998) 3,483,554 2,802,556
Loss for the year FEE - - - - - - - (1,182,062)  (1,182,062)  (1,301,041) (2,483,103
Other comprehensive FEAMRERY
expenses for the year
- Exchange difference on —REENEB
translation of foreign ERZSE
operations - - - (58,130) - - - - (58,130) (117,099) (175,229)
Total comprehensive FERERREE
expenses for the year - - - (58,130) - - - (1,182,062)  (1,240,192)  (1,418,140)  (2,658,332)
Recognition of share ERARGZAFER
based payment expense - - - - 8,147 - - - 8,147 - 8,147
Appropriation of statutory reserve  EE HEAE - - - - - 25,082 - (25,082) - - -
Appropriation of maintenance BEREEESHR
and production fund - - - - - 33,401 - (33,401) - - -
Utittisation of maintenance and PRGEREERS
production fund - - - - - (19,071) - 19,071 - - -
Deemed contribution from RIERRBROATE
immediate holding company - - - - - - 74,492 - 74,492 - 74,492
Conversion of convertiole FRTHARERRE
loan notes 1,428 8,572 - - - - - - 10,000 - 10,000
Share reduction (657,993) - 657,993 - - - - - - - -
At 31 December 2018
73,110 8,882,864 1,077,104 (95,781) 95,256 54,843 74492 (11,990,439  (1,828,551) 2,085,414 236,863
Notes: ftsE -
i) Contributed surplus represents the reduction of the Company’s issued share i) SIAABRIEA D FE 1T E SR AW T8 m

i)

capital upon cancellation of paid up share capital, and the deemed contribution
from equity holder which has arisen from the waiver of promissory notes in previous
years.

Statutory surplus reserve consists of (i) subsidiaries in the People’s Republic of
China (“PRC”) have appropriated 10% of the profit to the statutory surplus reserve
which is required to be retained in the accounts of the subsidiaries for specific
purposes and (i) pursuant to the relevant PRC regulations, the Group is required
to transfer maintenance and production funds at fixed rates based on relevant
bases to a specific reserve account. The maintenance and production funds can
be utilised when expenses or capital expenditures on production maintenance and
safety measured are incurred. The amount of maintenance and production funds
utilised would be transferred from the specific reserve account to accumulated
losses.

Other reserves represents the difference between the principal amounts and fair
value of the convertible loan notes at issue date to China OEPC Limited (“China
OEPC”) on 30 July 2018, whereas China OEPC is the immediate holding company
of the Company.

i)

BL2Z B URESEEANBEFEHRRFRL
REMAETENER-

EERBNEREEBOTEARLME ([FE])
MERBSI0% 2 BNBREEERHBAERER A
BASCRARE R KB A R B FRE B RMREZ
T EARREAR ] AN 5 B /R R R AR B A DA E b K
BRBEREEESEERRBR - REREER
SRARELLERERR2BEZAXHEATH
BEBA-CHRABEREIEAS KBTI RAMERE
BERFEE-

HinfEER TR (22— \FEtA=1tH)A
RERER (BB ERERAR ([FEER])#ET
ARBEERREN A RERATEZRNEZE M
PEERAAARMERZERAF -
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CONSOLIDATED STATEMENT OF CASH FLOWS

meERTRER

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
FERT FET
OPERATING ACTIVITIES REEE
(Loss)/profit before taxation BRELAT (E518) % F) (8,1583,345) 753,080
Adjustments for: RTINS IEEL AE:
Change in fair value of derivative ARBRERERTETIARLS 2
component of convertible loan notes NEEEE (235,973) 52,429
Depreciation e 128,237 45,343
Amortisation of mining rights HuE i 407,944 186,208
Amortisation of intangible assets EREEBNY 1,659 343
Finance costs = DN 331,158 323,441
Recognition of expenses from prepayment BRBEBNARBEZRX 7,800 7,800
Impairment loss on mining rights, net MEREE 2 REEE  F58 2,571,010 -
Reversal of impairment loss in respect of MEERE 2 REBERD  F8E
mining rights, net - (1,111,806)
Impairment loss on property, plant and ME - WEREEZ
equipment, net WEEE FHE 278,692 -
Reversal of impairment loss in respect of ME - -BERLEZ
property, plant and equipment, net BEEERRE  FE - (180,034)
Impairment loss recognised in respect of ME ZERKFIBRER
trade receivables DEREN SE - 16,739
Interest income B A (99) (640)
Gain on disposal of property, HEME BEERREZ W
plant and equipment (290) -
Share-based payment expenses A&7 T 2 8,147 8,780
Gain on disposal of subsidiaries HENMB ARz M (550) (41,874)
Waiver of other payables A E b FE A 5B (2,045) (8,103)
Operating cash flows before movements RETEEBEELBEA
in working capital BERESRHE 342,345 51,706
Decrease/(increase) in inventories TEERL,(38m) 2,020 (3,323)
Increase in trade and other receivables B 5 I H fth B U IR A0 (128,605) (117,793)
Increase/(decrease) in trade and B 5 REAMEFIA
other payables #in, CRd) 189,646 (15,874)
Increase in amount due from FE M — A B~ R SR IE S N
a related company (7,570) -
(Increase)/decrease in amount due from Bl —BEEHRIE
a director (), (4) 66
Cash generated from/(used in) operations REmE/ (FRES 397,832 (85,218)
Income tax paid B3R (60,690) (799)
NET CASH GENERATED FROM/(USED IN) KESEEE (FR)REFHE
OPERATING ACTIVITIES 337,142 (86,017)
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CONSOLIDATED STATEMENT OF CASH FLOWS

GEBREMNER

For the year ended 31 December 2018 HZE —F

—N\FE+=H=+—HLLFE

2018 2017
—E-N\F —E—+tF
HK$’000 HK$'000
FHET FET
INVESTING ACTIVITIES RETH
Acquisition of property, plant and equipment WY - BB MR (299,998) (44,873)
Acquisition of other intangible assets W E M mEEEE = (14,849)
Deposit paid for acquisition for land use right Wi T FREZ B MRS - (38,522)
Deposit paid for acquisition for property, WEEME - BERREZE NS
plant and equipment (32,070) (17,442)
Net cash inflow/(outflow) from disposal of HE—FBKBATRERA
subsidiaries (L) g8 1,726 (7,581)
Interest received 2 WA E 99 640
Proceeds from disposal of property, LEME WERZEMEHIE
plant and equipment 637 -
NET CASH USED IN INVESTING ACTIVITIES REZEBHFARSFE (329,606) (122,627)
FINANCING ACTIVITIES A& SEE
Advance from non-controlling interests holders ~ JEIRARE R IF A AZK - 74,178
Advance from a director —REEBK 14,508 -
Repayments of obligations under MEMEEET 2HEETENR
finance leases (32,919) (24,680)
Interest paid EARFE (25,351) (11,337)
Proceeds from issue of convertible loan notes %77 A] IR B R E &K ATE A - 390,000
Repayment to related companies EBHRTHENR (55,719) (147,041)
NET CASH (USED IN)/GENERATED FROM MEES (A FEBRLFE
FINANCING ACTIVITIES (99,481) 281,120
NET (DECREASE)/INCREASE IN CASH AND R&RESEEY (HL) BmFHE
CASH EQUIVALENTS (91,945) 72,476
CASH AND CASH EQUIVALENTS AT FUZReRESEEY
BEGINNING OF THE YEAR 118,218 36,943
EFFECT OF FOREIGN EXCHANGE SEEREFH
RATE CHANGES (6,735) 8,799
CASH AND CASH EQUIVALENTS FRZ2ESRBESEEY
AT END OF THE YEAR, IRBITEBRERSE
represented by bank balances and cash 19,538 118,218
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

90

GENERAL

Green Leader Holdings Group Limited (the “Company”, together with
its subsidiaries, collectively known as the “Group”) is incorporated in
Bermuda as an exempted company with limited liability. The shares of
the Company are listed on the main broad of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”).

The registered office of the Company is Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda and the principal place of business
of the Company in Hong Kong is Units 2001-2, 20/F., Li Po Chun
Chambers, 189 Des Voeux Road Central, Hong Kong.

The consolidated financial statements are presented in Hong Kong
dollars (“HK$”), which is also the functional currency of the Company.
The directors of the Company (“Directors”) consider HK$ is the
appropriate presentation currency for the users of the Group’s
financial statements. The functional currency of the Company’s
major subsidiaries in the People’s Republic of China (‘PRC”) and the
Kingdom of Cambodia (“Cambodia”) are in Renminbi (“RMB”) and in
United Stated dollars (“US$”) respectively.

The principal activities of the Company are investment holding and
provision of finance and treasury services to the Group. During the
year, the Group was principally engaged in () the development of
cassava cultivation and deep processing business for the related
ecological cycle industry chain; (ii) coal exploration and development,
sales of coking coal and the provision of coal trading logistics
services; and (i) the sales of information technology products and
provision of system integration services, technology services, software

development and solution services.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HZE —F—

NE+ZA=+—HIEFE

GENERAL (CONTINUED)

Going concern basis
As at 31 December 2018, the Group had net current liabilities

of approximately HK$1,046,921,000 and incurred net loss of

approximately HK$2,483,103,000 during the year, indicating the

existence of a material uncertainty which may cast significant doubt on

the Group’s ability to continue as a going concern. Therefore, it may

be unable to realise its assets and discharge its liabilities in the normal

course of business. The Directors are of the opinion that the Group will

have sufficient working capital to meet its financial obligations as and

when they fall due for the next twelve months from 31 December 2018

after taking into consideration of the following:

As at 31 December 2018, included in the current liabilities of the
Group was derivative component of convertible loan notes of
approximately HK$2,330,000 which represented the fair value of
options entitling the holders to convert the convertible loan notes
into ordinary shares of the Company before the maturity dates of
the convertible loan notes and the early redemption option. Such
derivative component of convertible loan notes shall not in itself

result in any cash outflow for the Group;

Subsequent to 31 December 2018, non-controlling interests
holders had confirmed that they shall not demand immediate
settlement of the amounts due by the Group of approximately
HK$706,633,000 before 31 December 2020;

—R&ER (&)
HEREHE
RZZ—NF+ZA=+—8 FEEER
B A EF5E41,046,921,000/8 70 R F R
Ei}éﬁéﬁ%ﬁi@z 483,103,000/ 7T - KEATE
BEHAREE s FBE SR NERERR
%2$xﬁﬁiﬁoﬁm'ﬁﬂ%ﬁﬁﬁa%
EBBRTERAEETEELAE-EF
RAE AEEREERHEEESBITHERN
H-_ZE—N\Ft+-A=+—BEFRE+=
BRARMzMBEER EREZETIEE:

) RZE-NE+—A=+—H £&%H
MYPAEABREITBRRERREITE
TA#H 2 X F1EX2,330,000/E T * &

BIHAEARARKERERIHA AR
KA ERRE LR AR RR ERR

ZEEBELIEFEOEEE - ZEA R

BRERZBITETARD TEEHALE

EAEARE R

i)y RZZE-—N\EFE+-A=+—H1E& FiE
= AE AR TG ERAEER
—E T+ - A=+—HAZAEE
JE 1+ 2 5K I8 #)706,633,0007% T :
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

il

GENERAL (CONTINUED)

Going concern basis (continued)

i)  On 14 December 2018, the Company entered into a placing
agreement with a placing agent for placing a maximum of
1,462,200,000 ordinary shares (the “Placing Shares”) of the
Company at a placing price of HK$0.04 per shares. On 9 January
2019, 1,462,200,000 Placing Shares were placed by certain
independent third parties at a subscription price of HK$0.04 per
share. The Company raised approximately HK$57,720,000 (net of
directly attributable expenses of approximately HK$760,000), of
which approximately HK$40,000,000 will be used for repayment
of indebtedness of the Group and the remaining balance thereof
will be utilised towards business development of the Group in

Cambodia and general working capital;

iv)  On 15 March 2019, China OEPC, which is the immediate holding
company of the Company and beneficially owned by Best
Growth Enterprises Limited (“Best Growth”) whereas Mr. Zhang
Sanhuo (“Mr. Zhang”) (the chairman and an executive director
of the Company) is the ultimate beneficially owner, provided
an unconditional stand-by facilities of HK$350,000,000 to the

Company; and
v) Internal funds shall be generated from the Group’s operations.

Accordingly, the Directors are of the opinion that it is appropriate to
prepare the consolidated financial statements on a going concern
basis. If adequate finance is not available, the Group may be unable
to meet its obligations as and when they fall due in the foreseeable
future. 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 effects of these adjustments have not been reflected in the

consolidated financial statements.
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THAREERER BB mEER
BARRNEBRRBE EBHEERA
E—REEES:

RZT—-NAF=H+HH HBest
Growth Enterprises Limited ([Best
Growth ] ) BE&m A RR=8 %4 (K
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG KONG 2.

FINANCIAL REPORTING STANDARDS (“HKFRSs”)

The Group has applied the following new and amendments to HKFRSs

issued by HKICPA for the first time in the current year:

HKFRS 9 Financial Instruments

HKFRS 15 Revenue from Contracts with customers and
the related Amendments
HK(IFRIC) - Int 22 Foreign Currency Transactions and

Advance Consideration

Amendments to Classification and Measurement of

HKFRS 2 Share-based Payment Transactions
Amendments to Applying HKFRS 9 Financial Instruments with

HKFRS 4 HKFRS 4 /nsurance Contracts
Amendments to As part of the Annual Improvements to

Hong Kong HKFRSs 2014-2016 Cycle

Accounting Standard

(‘HKAS”) 28
Amendments to Transfers of Investment Properties

HKAS 40

Except as described below, the application of the new and
amendments to HKFRSs in the current year has had no material impact
on the Group’s financial performance and positions for the current and
prior years and/or on the disclosures set out in these consolidated

financial statements.

A REETERVBRE
ZR ([BEEBHMBHREER])

RAFE AEEEEREATERTHA
BRI TFIH AT B AR S M £ R E S
i

ERMBHRSE SRMIA
R FE%

ERMBHRSE EFEAHWARBHEET
AR E155K

BE(BBEHE IMNEXFHRANRE
WERBZE
g) BB
2%

ERMB RS BOZIRNRF 2D ERE
SERE25%

ZIERT

ERUBRE HEBPBIRELER
ERIEATE FAFREEA—GHERZ
ZIERT BEEMBHREER

FORLHITA

BER G ER BERBEREER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 15 Revenue from contracts with customers

The Group has applied HKFRS 15 for the first time in the current year.
HKFRS 15 superseded HKAS 18 “Revenue”, HKAS 11 “Construction
Contracts” and the related interpretations.

The Group has applied HKFRS 15 retrospectively with the cumulative
effect of initially applying this standard recognised at the date of
initial application, 1 January 2018. Any difference at the date of initial
application is recognised in the opening accumulated losses (or other
components of equity, as appropriate) and comparative information
has not been restated. Furthermore, in accordance with the transition
provisions in HKFRS 15, the Group has elected to apply the standard
retrospectively only to the contracts that are not completed at 1
January 2018. Accordingly, certain comparative information may not
be comparable as comparative information was prepared under HKAS
18 “Revenue” and HKAS 11 “Construction Contracts” and the related

interpretations.

The Group recognises revenue from the following major sources which

arise from contracts with customers:

—  Sale of mining products

—  Sale of cassava starch

—  Sale of computer products

—  Provision of system integration service and software solutions

The Group has performed an assessment on the impact on the
adoption of HKFRS 15 and concluded that no material financial
impact exists, and therefore no adjustment to the opening balance of

accumulated losses as at 1 January 2018 is required.

Accounting policies resulting from application of HKFRS 15 are

disclosed in Note 3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 15 Revenue from contracts with customers
(continued)
Summary of effects arising from initial application of HKFRS 15

Under HKFRS 15, a contract liability is recognised when a customer
pays consideration, or is contractually required to pay consideration
and the amount is already due, before the Group recognised the
relevant revenue. The Group recognised its contract liabilities under
other payable as receipt in advance in the consolidated statement of

financial position.
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; and 2) expected credit losses (“ECL”) for financial assets.

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 under ECL model)
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 derecognised 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 accumulated losses and other components

of equity, without restating comparative information.

Accordingly, certain comparative information which may not be
comparable as comparative information was prepared under HKAS 39

“Financial Instruments: Recognition and Measurement”.

Accounting policies resulting from application of HKFRS 9 are

disclosed in Note 3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 9 Financial instruments (continued)
Summary of effects arising from initial application of HKFRS 9

The Directors reviewed and assessed the Group’s financial assets as
at 1 January 2018 based on the fact and circumstances that existed
at that date. The application of HKFRS 9 in the current year has no
material impact on the classification and measurement of financial

assets.

Impairment under ECL model

Except for those which had been determined as credit impaired under
HKAS 39, trade receivables have been assessed individually with
outstanding significant balances and collectively using a provision
matrix for the remaining balances, which is grouped based on shared
credit risk characteristics and the historical observed default rates
adjusted for forward-looking estimates that is available without undue

costs or effort.

Except for those which had been determined as credit impaired under
HKAS 39, ECL for other financial assets at amortised cost, including
other receivables and bank balances and cash, are assessed on
12-month ECL (“12m ECL”") basis as there had been no significant

increase in credit risk since initial recognition.

The Group concluded that the initial application of HKFRS 9 has no
material impact on the consolidated statement of financial position
of the Group with regard to classification and measurement of
financial instruments and has no significant impact on the impairment

assessment of its financial assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

2. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)

(CONTINUED)

New and amendments to HKFRSs in issue but not yet

effective

The Group has not early applied the following new and amendments to

HKFRSs that have been issued but are not yet effective:

HKFRS 16

HKFRS 17

HK(FRIC) - Int 23

Amendments to HKFRS 3

Amendments to HKFRS 10
and HKAS 28

Amendments to HKAS 1
and HKAS 8

Amendments to HKAS 19

Amendments to HKAS 28

Amendments to HKFRSs

Leases'

Insurance Contracts?

Uncertainty over Income Tax Treatments'

Definition of a Business*

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

Definition of Material®

Plan Amendment, Curtaiiment or
Settlement!

Long-term Interests in Associates and
Joint Ventures'

Annual Improvements to
HKFRSs 2015 — 2017 Cycle!
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

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

! Effective for annual periods beginning on or after 1 January 2019
2 Effective for annual periods beginning on or after 1 January 2021

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

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

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

Except for the new and amendments to HKFRSs mentioned
below, the Directors anticipate that the application of all other new
and amendments to HKFRSs will have no material impact on the

consolidated financial statements in the foreseeable future.

HKFRS 16 Leases

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 16 Leases (continued)

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.

Under HKAS 17, the Group has already recognised assets and the
related finance lease liabilities for finance lease arrangement where the
Group is a lessee. The application of HKFRS 16 may result in potential
changes in classification of these assets depending on whether the
Group presents right-of-use assets separately or within the same line
item at which the corresponding underlying asset would be presented if

they were owned.

Other than certain requirements which are also applicable to lessor,
HKFRS 16 substantially carries forward the lessor accounting
requirements in HKAS 17, and continues to require a lessor to classify

a lease either as an operating lease or a finance lease.

Furthermore, extensive disclosures are required by HKFRS 16.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

2.

APPLICATION OF NEW AND REVISED HONG KONG
FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

HKFRS 16 Leases (continued)

As at 31 December 2018, the Group has non-cancellable operating
lease commitments of HK$66,271,000 as disclosed in Note 33. A
preliminary assessment indicates that these arrangements will meet the
definition of a lease. Upon the 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 addition, the Group currently considers refundable rental deposits
paid of approximately HK$2,714,000 as rights and obligations under
leases to which HKAS 17 applies. Based on the definition of lease
payments under HKFRS 16, such deposits are not payments relating
to the right to use the underlying assets, accordingly, the carrying
amounts of such deposits may be adjusted to amortised cost.
Adjustments to refundable rental deposits paid would be considered as
additional lease payments and included in the carrying amount of right-
of-use deposits. Adjustments to refundable rental deposits received

would be considered as advance lease payments.

The application of new requirements may result in changes in
measurement, presentation and disclosure as indicated above. The
Group intends to elect the practical expedient to apply HKFRS 16 to
contracts that were previously identified as leases applying HKAS 17
and HK(IFRIC) — Int 4 Determining whether an Arrangement Contains a
Lease and not apply this standard to contracts that were not previously
identified as containing a lease applying HKAS 17 and HK(IFRIC) -
Int 4. Therefore, the Group will not reassess whether the contracts
are, or contain a lease which already existed prior to the date of initial
application. Furthermore, 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

accumulated losses without restating comparative information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—Z— \F+_-_A=1+—HIFE

2. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

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

HK(IFRIC)-Int 23 sets out how to determine the accounting tax
position when there is uncertainty over income tax treatments. The
interpretation requires an entity to determine whether uncertain tax
positions are assessed separately or as a group; and assess whether
it is probable that a tax authority will accept an uncertain tax treatment

used, or proposed to be used, by an entity in its income tax filings.

Amendments to HKFRS 9 Prepayment Features with
Negative Compensation

The amendments clarify that for the purpose of assessing whether a
prepayment feature meets the solely payments of principal and interest
on the principal amount outstanding (“SPPI”) condition, the party
exercising the option may pay or receive reasonable compensation for
the prepayment irrespective of the reason i.e. prepayment features with

negative compensation do not automatically fail SPPI.

Amendments to HKFRSs Annual Improvements to HKFRSs
2015-2017 Cycle

The annual improvement packages amended the following four

standards.

HKAS 12 Income Taxes

The amendments clarify that an entity should recognise the income
tax consequences of dividends in profit or loss, other comprehensive
income or equity according to where the entity originally recognised
the transactions that generated the distributable profits. This is the
case irrespective of whether different tax rates apply to distributed and

undistributed profits.

HKAS 23 Borrowing Costs

The amendments clarify that if any specific borrowing remains
outstanding after the related asset is ready for its intended use
or sale, that borrowing becomes part of the funds that an entity
borrows generally when calculating the capitalisation rate on general

borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HZE =%

—NEH=A=+HLEFE

2. APPLICATION OF NEW AND REVISED HONG KONG

FINANCIAL REPORTING STANDARDS (“HKFRSs”)
(CONTINUED)

Amendments to HKFRSs Annual Improvements to HKFRSs
2015-2017 Cycle (continued)

HKFRS 3 Business Combinations

The amendments clarify that when an entity obtains control of a
business that is a joint operation, the entity applies the requirements
for a business combination achieved in stages, including remeasuring
its previously held interest in the joint operation at fair value. The
previously held interest to be remeasured includes any unrecognised

assets, liabilities and goodwill relating to the joint operation.

HKFRS 11 Joint Arrangement

The amendments clarify that when a party that participates in, but does
not have joint control of, a joint operation that is a business obtains
joint control of such a joint operation, the entity does not remeasure its

previously held interest in the joint operation.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on the Stock

Exchange and by the Hong Kong Companies Ordinance.

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

explained in the accounting policies 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. Details of
fair value measurement are explained in the accounting policies set out

below.

The principal accounting policies are set out below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation
The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the Company

and its subsidiaries.

Control is achieved when the Company has: (i) the power over the
investee; (i) exposure, or rights, to variable returns from its involvement
with the investee; and (iii) the ability to use its power to affect it's

returns.

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

three elements of control listed above.

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:

e the size of the Group’s holding of voting rights relative to the size

and dispersion of holdings of the other vote holders;

e potential voting rights held by the Group, other vote holders or

other parties;
* rights arising from other contractual arrangements; and

e 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.

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

the date when the Group ceases to control the subsidiary.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

/N B = El = T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Basis of consolidation (continued)

Profit or loss and each item of other comprehensive income are
attributed to the owners of the Company and to the non-controlling
interests. Total comprehensive income of subsidiaries is attributed to
the owners of the Company and to the non-controlling interests even if

this results in the non-controlling interests having a deficit balance.

Where necessary, adjustments are made to the financial statements of
subsidiaries to bring their accounting policies in 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.

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

relevant subsidiaries upon liquidation.
Changes in the Group’s interests in existing subsidiaries

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

interests’ proportionate interests.

Any difference between the amount by which the non-controlling
interests are adjusted, and the fair value of the consideration paid or
received is recognised directly in equity and attributed to owners of the
Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Changes in the Group’s interests in existing subsidiaries
(continued)

When the Group loses control of a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interests (if any) are
derecognised. A gain or loss is recognised in profit or loss and is
calculated as the difference between (i) the aggregate of the fair value
of the consideration received and the fair value of any retained interest
and (i) the carrying amount of the assets (including goodwill), and
liabilities of the subsidiary attributable to the owners of the Company.
All amounts previously recognised in other comprehensive income
in relation to that subsidiary are accounted for as if the Group had
directly disposed of the related assets or liabilities of the subsidiary (i.e.
reclassified to profit or loss or transferred to another category of equity
as specified/permitted by applicable HKFRSs). The fair value of any
investment retained in the former subsidiary at the date when control
is lost is regarded as the fair value on initial recognition for subsequent
accounting under HKFRS 9/HKAS 39 or, when applicable, the cost on

initial recognition of an investment in an associate or a joint venture.

Business combination

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:

e deferred tax assets or liabilities, and assets or liabilities related to
employee benefit arrangements are recognised and measured in
accordance with HKAS 12 Income Taxes and HKAS 19 Employee

Benefits respectively;

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

acquisition date (see the accounting policy below); and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combination (continued)

e 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.

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

purchase gain.

Non-controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the relevant subsidiary’s
net assets in the event of liquidation are initially measured at the non-
controlling interests proportionate share of the recognised amounts of

the acquiree’s identifiable net assets or at fair value.

When the consideration transferred by the Group in a business
combination includes 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. Measurement period adjustments are adjustments that
arise from additional information obtained during the “measurement
period” (which cannot exceed one year from the acquisition date) about

facts and circumstances that existed at the acquisition date.

The subsequent accounting for 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 to fair value at subsequent reporting date, with the

corresponding gain or loss being recognised in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Business combination (continued)

When a business combination is achieved in stages, the Group’s
previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss or other comprehensive income, as appropriate. Amounts
arising from interests in the acquiree prior to the acquisition date that
have previously been recognised in other comprehensive income and
measured under HKFRS 9/HKAS 39 would be accounted for on the
same basis as would be required if the Group had disposed directly of

the previously held equity interest.

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 retrospectively
during the measurement period (see above), and 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.
Acquisition of a subsidiary not constituting a business

When the Group acquires a group of assets and liabilities that do
not constitute a business, the Group identifies and recognises the
individual identifiable assets acquired and liabilities assumed by
allocating the purchase price first to financial assets/financial liabilities
at the respective fair values, the remaining balance of the purchase
price is then allocated to the other identifiable assets and liabilities on
the basis of their relative fair values at the date of purchase. Such a

transaction does not give rise to goodwill or bargain purchase gain.

Goodwill
Goodwill arising on acquisition of a business is carried at cost as
established at the date of acquisition of the business less accumulated

impairment losses, if any.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Goodwill (continued)

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

segment.

A cash-generating unit (or group of cash-generating units) to which
goodwill has been allocated is tested for impairment annually or more
frequently whenever there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period, the cash-
generating unit (or group of cash-generating units) to which goodwill
has been allocated is tested for impairment before the end of that
reporting period. If the recoverable amount of the cash-generating unit
(or group of cash-generating units) is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of any
goodwill and then to the other assets on a pro rata basis based on the
carrying amount of each asset in the unit (or group of cash-generating
units). 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 cash-generating unit or any of the cash-
generating unit within the group of cash-generating units, the
attributable amount of goodwill is included in the determination of
the amount of profit or loss on disposal. When the Group disposes
of an operation within the cash-generating unit (or a cash-generating
unit within a group of cash-generating units), the amount of goodwiill
disposed of is measured on the basis of the relative values of the
operation (or the cash-generating unit) disposed of and the portion
of the cash-generating unit (or the group of cash-generating units)

retained.

Revenue recognition

Revenue from contracts with customers (upon application of
HKFRS 15 in accordance with transitions in Note 2)

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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue recognition (continued)
Revenue from contracts with customers (upon application of
HKFRS 15 in accordance with transitions in Note 2) (continued)

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:

—  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

- 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.

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 and presented on a net basis.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

—NEH=A=+HLEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Over time revenue recognition: measurement of progress
towards complete satisfaction of a performance
obligation

Output method

The progress towards complete satisfaction of a performance
obligation is measured based on output method, which is to recognise
revenue on the basis of direct measurements of the value of the goods
or services transferred to the customer to date relative to the remaining
goods or services promised under the contract, that best depict the

Group’s performance in transferring control of goods or services.

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 recognition (prior to 1 January 2018)

Revenue is measured at the fair value of the consideration received or
receivable. Revenue is reduced for estimated customer returns, rebates

and other similar allowances.

Revenue is recognised when the amount of revenue can be reliably
measured; when it is probable that future economic benefits will flow
to the Group and when specific criteria have been met for each of the

Group's activities, as described below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

3.

NE+ZA=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Goods, services and interests
Revenue from the sale of goods is recognised when the goods are

delivered and titles have passed.
Service income is recognised when services are provided.

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

amount on initial recognition.

Leases
Leases are classified as finance leases whenever the terms of the lease
transfer substantially all the risks and rewards of ownership to the

lessee. All other leases are classified as operating leases.

The Group as lessee

Assets held under finance leases are recognised as assets of the
Group at their fair value at the inception of the lease or, if lower, at
the present value of the minimum lease payments. The corresponding
liability to the lessor is included in the consolidated statement of

financial position as a finance lease obligation.

Lease payments are apportioned between finance expenses and
reduction of the lease obligation so as to achieve a constant rate of
interest on the remaining balance of the liability. Finance expenses
are recognised immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are capitalised
in accordance with the Group’s general policy on borrowing costs.
Contingent rentals are recognised as expenses in the periods in which

they are incurred.

3.

TESFHE (&)
Em REKES

ST EPINS ESLVNEE s
i -

ARFE U A B4R (1 AR 75 s FE AR

FERARERELE Y2BAREEAER
RERAZERNERRE BRARESSH
BEREFHERZ B RR S RAER
MREZEERY SRS 2 REFEZF

HE

W E RS A B K 5 B BB 1R
RTFEAR HEHBARARE T
HMmBAEa s EAKERE

FEEREABEA
BRARERA Z AERBEMRKREZ AT
ERAEAENRREL REERRATE
BEE HHAAZAEELHARAHRE
R SR 5 B A T A -

MENFRTIREE M 2B ERERERD
fic #Mst B ERBEREENE -BEMRX
BIRREBaHR RIFEEREGEREE
BB REZBERAT  ZERXBREAEEE
BMEERAN —RBERERER -HREL
MNHEEHHER /R

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

111



112

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

—NEH=A=+HLEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The Group as lessee (continued)

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.

Share-based payment transactions

Share options granted to employees

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

The fair value of the equity-settled share-based payments determined
at the grant date without taking into consideration all non-market
vesting conditions is expensed on a straight-line basis over the vesting
period, based on the Group’s estimate of equity instruments that will
eventually vest, with a corresponding increase in equity (share option

reserve).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Share-based payment transactions (continued)

Share options granted to employees (continued)

At the end of the reporting period, the Group revises its estimates
of the number of equity instruments expected to vest based on
assessment of all relevant non-markets vesting conditions. The impact
of the revision of the original estimates, if any, is recognised in profit
or loss such that the cumulative expense reflects the revised estimate,
with a corresponding adjustment to share options 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 options 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 options

reserve will be transferred to accumulated losses.

Share options granted to business associate

Equity-settled share-based payment transactions with parties other
than employees are measured at the fair value of the goods or
services received, except where that fair value cannot be estimated
reliably, in which case they are measured at the fair value of the equity
instruments granted, measured at the date the entity obtains the goods
or the counterparty renders the service. The fair values of the goods
or services received are recognised as expenses (unless the goods or

services qualify for recognition as assets).

Intangible assets acquired separately

Intangible assets with finite useful lives that are acquired separately are
carried at cost less accumulated amortisation and any accumulated
impairment losses. Amortisation for intangible assets with finite useful
lives is recognised on a straight-line basis over their estimated useful
lives. The estimated useful life and amortisation method are reviewed
at the end of each reporting period, with the effect of any changes in
estimate being accounted for on a prospective basis. Intangible assets
with indefinite useful lives that are acquired separately are carried at

cost less any subsequent accumulated impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

/N B = El = T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment

Property, plant and equipment including buildings, freehold land
held for use in the production or supply of goods or services, or
for administrative purposes (other than construction in progress as
described below), are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and

subsequent accumulated impairment losses, if any.

Depreciation is recognised so as to write off the cost of items of
property, plant and equipment (other than freehold land and properties
under construction) less their residual values over their estimated
useful lives, using the straight-line method. The estimated useful lives,
residual values and depreciation method are reviewed at the end
of each reporting period, with the effect of any changes in estimate

accounted for on a prospective basis.

Construction in progress includes property, plant and equipment in
the course of construction for production or for its own use purposes.
Construction in progress is carried at cost less any recognised
impairment loss. Costs include professional fees and, for qualifying
assets, borrowing costs capitalised in accordance with the Group’s
accounting policy. Such construction in progress is classified to
the appropriate categories of property, plant and equipment when
completed and ready for intended use. Depreciation of these assets,
on the same basis as other property, plant and equipment, commences
when they are ready for their intended use (i.e. when they are in the
location and condition necessary for them to be capable of operating in

the manner intended by management).

Assets held under finance leases are depreciated over their expected
useful lives on the same basis as owned assets. However, when there
is no reasonable certainty that ownership will be obtained by the end
of the lease term, assets are depreciated over the shorter of the lease

term and their useful lives.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

3.

NE+ZA=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Property, plant and equipment (continued)

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

carrying amount of the asset and is recognised in profit or loss.

Foreign currencies

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

historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of monetary items, and
on the retranslation of monetary items, are recognised in profit or loss

in the period in which they arise.

For the purposes of presenting the consolidated financial statements,
the assets and liabilities of the Group’s foreign operations are
translated into the presentation currency of the Group (i.e. HK$) using
exchange rate prevailing at the end of each reporting period. Income
and expenses items are translated at the average exchange rates for
the period. Exchange differences arising, if any, are recognised in other
comprehensive income and accumulated in equity under the heading of
the exchange translation reserve, attributed to non-controlling interests

as appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

/N B = El = T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Foreign currencies (continued)

On the disposal of a foreign operation (that is, a disposal of the
Group’s entire interest in a foreign operation, or a disposal involving
loss of control over a subsidiary that includes a foreign operation
of which the retained interest becomes a financial asset), all of the
exchange differences accumulated in equity in respect of that operation

attributable to owners of the Company are reclassified to profit or loss.

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

differences arising are recognised in other comprehensive income.

Mining rights

Mining rights are carried at cost less accumulated amortisation and
accumulated impairment losses (see the accounting policy in respect
of impairment losses on tangible and intangible assets below).
Amortisation for mining rights is recognised on the units of production

method based on the total proven and probable reserves of the mine.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand,
demand deposits with banks and other financial institutions, and short-
term, highly liquid investments readily convertible into known amounts
of cash and which are subject to an insignificant risk of changes in
value, having been within three months of maturity at acquisition. Bank
overdrafts that are repayable on demand and form an integral part
of the Group’s cash management are also included as a component
of cash and cash equivalents for the purpose of the consolidated

statement of cash flows.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial instruments

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

the market place.

Financial assets and financial liabilities are initially measured at
fair value 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 or financial liabilities at fair value through
profit or loss (“FVTPL") are added to or deducted from the fair value
of the financial assets or financial liabilities, as appropriate, on initial
recognition. Transaction costs that are directly attributable to the
acquisition of financial assets or financial liabilities at fair value through

profit or loss are recognised immediately in profit or loss.

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 which are derived from the Group’s ordinary course of

business are presented as revenue.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

/N B = El = T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets
Classification and subsequent measurement of financial assets (upon

application of HKFRS 9 in accordance with transitions in Note 2)

Financial assets that meet the following conditions are subsequently

measured at amortised cost:

e the financial asset is held within a business model whose objective

is to collect contractual cash flows; and

e the contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal

amount outstanding.

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

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

and

e the contractual terms give rise on specified dates to cash flows
that are solely payments of principal and interest on the principal

amount outstanding.

All other financial assets are subsequently measured at FVTPL, except
that at 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 other comprehensive income
if that equity investment is neither held for trading nor contingent
consideration recognised by an acquirer in a business combination to

which HKFRS 3 Business Combinations applies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)

A financial asset is classified as held for trading if:

it has been acquired principally for the purpose of selling in the

near term; or

on initial recognition it is a part of a portfolio of identified financial
instruments that the Group manages together and has a recent

actual pattern of short-term profit-taking; or

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

instrument.

In addition, the Group may irrevocably designate a financial asset

that are required to be measured at the amortised cost or FVTOCI as

measured at FVTPL if doing so eliminates or significant reduces an

accounting mismatch.

0

Amortised cost and interest income

Interest income is recognised using the effective interest method
for financial assets measured subsequently at amortised cost and
debt instruments/receivables subsequently measured at FVTOCI.
For financial instruments other than purchased or originated
credit-impaired financial assets, 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. For financial assets that
have subsequently become credit-impaired, interest income is
recognised by applying the effective interest rate to the amortised
cost of the financial asset from the next reporting period. If the
credit risk on the credit-impaired financial instrument improves
so that the financial asset is no longer credit-impaired, interest
income is recognised by applying the effective interest rate to the
gross carrying amount of the financial asset from the beginning of
the reporting period following the determination that the asset is

no longer credit impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)

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

Financial assets at FVTPL are measured at fair value at the end
of each reporting period, with any fair value gains or losses
recognised in profit or loss. The net gain or loss recognised in
profit or loss includes any dividend or interest earned on the

financial asset.

Impairment of financial assets (upon application of HKFRS 9
with transitions in accordance with Note 2)

The Group recognises a loss allowance for ECL on financial assets
which are subject to impairment under HKFRS 9 (including trade
receivables, bills receivables, refundable deposits, other receivables,
amounts due from a director, amounts due from related companies
and bank balances and cash). The amount of ECL is updated at each

reporting date to reflect changes in credit risk since initial recognition.

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

conditions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

3.

NE+ZA=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)
Impairment of financial assets (upon application of HKFRS 9
with transitions in accordance with Note 2) (continued)

The Group always recognises lifetime ECL for trade receivables and

bills receivables. The ECL on these assets are assessed individually for

debtors with significant balances and/or collectively using a provision

matrix with appropriate groupings.

For all other instruments, 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.

()

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 instruments as at the reporting date
with the risk of a default occurring on the financial instruments 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:

e an actual or expected significant deterioration in the financial

instruments’ external (if available) or internal credit rating;

e 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;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

—NEH=A=+HLEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)
Impairment of financial assets (upon application of HKFRS 9
with transitions in accordance with Note 2) (continued)

()

Significant increase in credit risk (continued)
e  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;

e an actual or expected significant deterioration in the operating

results of the debtor;

e 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.

Despite the aforegoing, the Group assumes that the credit risk
on a debt instrument has not increased significantly since initial
recognition if the debt instrument is determined to have low credit
risk at the reporting date. A debt instrument is determined to have
low credit risk if () it has a low risk of default, (ii) the borrower has
a strong capacity to meet its contractual cash flow obligations in
the near term and (i) adverse changes in economic and business
conditions in the longer term may, but will not necessarily,
reduce the ability of the borrower to fulfil its contractual cash
flow obligations. The Group considers a debt instrument to have
low credit risk when it has an internal or external credit rating of

“investment grade” as per globally understood definitions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)
Impairment of financial assets (upon application of HKFRS 9
with transitions in accordance with Note 2) (continued)

(i) Significant increase in credit risk (continued)

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.

(i) Definition of default

For internal credit risk management, the Group considers an
event of default occurs when information developed internally or
obtained from external sources indicates that the debtor is unlikely

to pay its creditors, including the Group, in full (without taking into

account any collaterals held by the Group).

Irrespective of the above, the Group considers that default has
occurred when a financial asset is more than 90 days past due
unless the Group has reasonable and supportable information

to demonstrate that a more lagging default criterion is more

appropriate.

(i)~ 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;

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

(c) 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;
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)
Impairment of financial assets (upon application of HKFRS 9
with transitions in accordance with Note 2) (continued)

(i)

(iv)

V)

Credit-impaired financial assets (continued)
(d) it is becoming probable that the borrower will enter

bankruptcy or other financial reorganisation; or

(e) the disappearance of an active market for that financial asset

because of financial difficulties.

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 one year 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 THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial assets (continued)
Impairment of financial assets (upon application of HKFRS 9
with transitions in accordance with Note 2) (continued)

(v)  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:

e Nature of financial instruments (i.e. the Group’s trade
receivables, bills receivables and other receivables are each

assessed as a separate group);

o Past-due status; and

e Nature, size and industry of debtors.

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.

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

Financial assets are classified as loans and receivables. The
classification depends on the nature and purpose of the financial

assets and is determined at the time of initial recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans and receivables

Loans and receivables are non-derivative financial assets with fixed
or determinable payments that are not quoted in an active market.
Subsequent to initial recognition, loans and receivables (including trade
receivables, other receivables, refundable deposits, amounts due from
a director, amount due from related companies and bank balances
and cash) 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.

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

Financial assets 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.
Objective evidence of impairment could include:
e significant financial difficulty of the issuer or counterparty; or

e breach of contract, such as a default or delinquency in interest or

principal payments; or

e it becoming probable that the borrower will enter bankruptcy or

financial re-organisation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

Objective evidence of impairment for a portfolio of receivables could
include the Group’s past experience of collecting payments, an
increase in the number of delayed payments in the portfolio past
the average credit period, observable changes in national or local

economic conditions that correlate with default on receivables.

For financial assets carried at amortised cost, the amount of the
impairment loss recognised is the difference between the asset’s
carrying amount and the present value of the estimated future cash

flows, discounted at the financial asset’s original effective interest rate.

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 profit or loss. 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 profit or loss.

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

recognised.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

—NEH=A=+HLEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Derecognition of financial assets

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

proceeds received.

On derecognition of a financial asset measured at amortised cost, the
difference between the asset’s carrying amount and the sum of the

consideration received and receivable is recognised in profit or loss.

Financial liabilities and equity

Classification as debt or equity

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

instrument.

Equity instruments

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

received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities and equity (continued)
Financial liabilities
All financial liabilities are subsequently measured at amortised cost

using the effective interest method or at FVTPL.

Financial liabilities at FVTPL

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

A financial liability is classified as held for trading if:

e it has been acquired principally for the purpose of repurchasing it

in the near term; or

e on initial recognition it is part of a portfolio of identified financial
instruments that the Group manages together and has a recent

actual pattern of short-term profit-taking; and

e jtis a derivative, except for a derivative that is a financial guarantee

contract or a designated and effective hedging instrument.

A financial liability other than a financial liability held for trading may be

designated as at FVTPL upon initial recognition if:

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

arise; or

e the financial liability 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

e it forms part of a contract containing one or more embedded
derivatives, and HKFRS 9/HKAS 39 permits the entire combined
contract to be designated as at FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

/N B = El = T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities and equity (continued)

Financial liabilities at FVTPL (continued)

Upon application of HKFRS 9, for financial liabilities that are
designated as at FVTPL, the amount of change in the fair value of
the financial liability that is attributable to changes in the credit risk
of that liability is recognised in other comprehensive income, unless
the recognition of the effects of changes in the liability’s credit risk in
other comprehensive income would create or enlarge an accounting
mismatch in profit or loss. For financial liabilities that contain embedded
derivatives, such as convertible loan notes, the changes in fair value
of the embedded derivatives are excluded in determining the amount
to be presented in other comprehensive income. Changes in fair value
attributable to a financial liability’s credit risk that are recognised in
other comprehensive income are not subsequently reclassified to profit
or loss; instead, they are transferred to accumulated losses upon

derecognition of the financial liability.

Prior to application of HKFRS 9 on 1 January 2018, financial liabilities
designated at FVTPL are stated at fair value, with any gains or losses
arising on changes in fair value recognised in profit or loss. The net
gain or loss recognised in profit or loss excludes any interest paid on

the financial liability.

Financial liabilities at amortised cost

Financial liabilities (including trade payables, other payables, amounts
due to related companies, liabilities component of convertible loan
notes and amount due to non-controlling interests holders) are
subsequently measured at amortised cost, using the effective interest

method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

3.

NE+ZA=+—HIEFE

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities and equity (continued)

Convertible loan notes

A conversion option that will be settled other than by the exchange of
a fixed amount of cash or another financial asset for a fixed number of

the Group’s own equity instruments is a conversion option derivative.

At the date of issue, both the debt component and derivative
components are recognised at fair value. In subsequent periods, the
debt component of the convertible loan notes is carried at amortised
cost using the effective interest method. The derivative component is
measured at fair value with changes in fair value recognised in profit or

loss.

Transaction costs that relate to the issue of the convertible loan notes
are allocated to the debt and derivative components in proportion to
their relative fair values. Transaction costs relating to the derivative
component are charged to profit or loss immediately. Transaction costs
relating to the debt component are included in the carrying amount of
the debt portion and amortised over the period of the convertible loan

notes using the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the date when
derivative contracts are entered into and are subsequently remeasured
to their fair value at the end of the reporting period. The resulting gain

or loss is recognised in profit or loss.

Generally, multiple embedded derivatives in a single instrument that are
separated from the host contracts are treated as a single compound
embedded derivative unless those derivatives relate to different risk

exposures and are readily separable and independent of each other.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities and equity (continued)
Embedded derivatives (under HKFRS 9 since 1 January 2018)

Derivatives embedded in hybrid contracts that contain financial asset
hosts within the scope of HKFRS 9 are not separated. The entire hybrid
contract is classified and subsequently measured in its entirely as either

amortised cost or fair value as appropriate.

Derivatives embedded in non-derivative host contracts that are not
financial assets within the scope of HKFRS 9 are treated as separate
derivatives when they meet the definition of a derivative, their risks and
characteristics are not closely related to those of the host contracts

and the host contracts are not measured at FVTPL.

Embedded derivatives (before application of HKFRS 9 on 1
January 2018)

Derivatives embedded in non-derivative host contracts are treated as
separate derivatives when they meet the definition of a derivative, their
risks and characteristics are not closely related to those of the host

contracts and the host contracts are not measured at FVTPL.

Derecognition/non-substantial modification of financial
liabilities

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

profit and loss.

The Group accounts for an exchange with a lender of a financial
liability with substantially different terms as an extinguishment of the
original financial liability and the recognition of a new financial liability. A
substantial modification of the terms of an existing financial liability or
a part of it (whether or not attributable to the financial difficulty of the
Group) is accounted for as an extinguishment of the original financial

liability and the recognition of a new financial liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Financial liabilities and equity (continued)
Derecognition/non-substantial modification of financial
liabilities (continued)

The Group considers that the terms are substantially different if the
discounted present value of the cash flows under the new terms,
including any fees paid net of any fees received and discounted using
the original effective interest rate, is at least 10 per cent different from
the discounted present value of the remaining cash flows of the original
financial liability. Accordingly, such exchange of debt instruments or
modification of terms is accounted for as an extinguishment, any
costs or fees incurred are recognised as part of the gain or loss on the
extinguishment. The exchange or modification is considered as non-

substantial modification when such difference is less than 10 per cent.

Non-substantial modifications of financial liabilities (under
HKFRS 9 since 1 January 2018)

For non-substantial modifications of financial liabilities that do not result
in derecognition, the carrying amount of the relevant financial liabilities
will be calculated at the present value of the modified contractual cash
flows discounted at the financial liabilities’ original effective interest
rate. Transaction costs or fees incurred are adjusted to the carrying
amount of the modified financial liabilities and are amortised over the
remaining term. Any adjustment to the carrying amount of the financial

liability is recognised in profit or loss at the date of modification.

Non-substantial modifications of financial liabilities (before
application of HKFRS 9 on 1 January 2018)

For non-substantial modifications of financial liabilities that do not result
in derecognition, at the point of modification, the carrying amount
of the relevant financial liabilities is revised for directly attributable
transaction costs and any consideration paid to or received from the
counterparty. The effective interest rate is then adjusted to amortise the
difference between the revised carrying amount and the expected cash

flows over the life of the modified instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

3. SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Inventories

Inventories are stated at the lower of cost and net realisable value.
Cost of inventories are determined on the weighted average method
for its mining products and first-in-first out method for its systems
integration services and software solutions products. Net realisable
value represents the estimated selling prices for inventories less all

estimated costs of completion and costs necessary to make the sale.

Impairment on tangible and intangible assets with finite
useful lives other than goodwill (see the accounting policy
in respect of goodwill above)

At the end of each reporting period, the Group reviews the carrying
amounts of its tangible and intangible assets with finite useful lives
to determine whether there is any indication that these assets
have suffered an impairment loss. If any such indication exists, the
recoverable amount of the relevant asset is estimated in order to

determine the extent of the impairment loss, if any.

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

reasonable and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs of disposal
and value in use. In assessing value in use, the estimated future cash
flows are discounted to their present value using a pre-tax discount
rate that reflects current market assessments of the time value of
money and the risks specific to the assets (or a cash-generating unit)

for which the estimates of future cash flows have not been adjusted.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Impairment on tangible and intangible assets with finite
useful lives other than goodwill (see the accounting policy
in respect of goodwill above) (continued)

If the recoverable amount of an asset (or a cash-generating unit) is
estimated to be less than its carrying amount, the carrying amount
of the asset (or a cash-generating unit) is reduced to its recoverable
amount. In allocating the impairment loss, the impairment loss is
allocated first to reduce the carrying amount of any goodwill (if
applicable) and then to the other assets on a pro-rata basis based on
the carrying amount of each asset in the unit. The carrying amount of
an asset is not reduced below the highest of its fair value less costs
of disposal (if measurable), its value in use (if determinable) and zero.
The amount of the impairment loss that would otherwise have been
allocated to the asset is allocated pro rata to the other assets of the

unit. An impairment loss is recognised immediately in profit or loss.

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

recognised immediately in profit or loss.

Taxation
Income tax expense represents the sum of the tax currently payable

and deferred tax.

The tax currently payable is based on taxable profit for the year.
Taxable profit differs from “profit/loss before tax” as reported in the
consolidated statement of profit or loss 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 liability for current tax
is calculated using tax rates that have been enacted or substantively
enacted by the end of the reporting period.

3. FESFHEE (&)

ERRUEAFHZEERER
aE (BER) (F2HLXE
FEE g BER)RE (&)
WAE (KRSEEEM) 2 TRDS Bk
ISR AR E - RIRAE (R B e B
ZIREEE AR TR E S 55 B AR
BB - 585 BB S JR AR S AE (A A
PREME (HEA)  HERL IR ER RS
AEZEAESEE AR - AR REE
TEREZERUT=EFRBE HAT
B i B PN (TR - G B A (fi
AT RT - RANREZAEZRERRS
BERLOAMEEMANZ LWAE RME
S R BB O 1B 25 AR -

HWEREBBREREE AZEE (LREE
EEA) 2 REE/MEERERT 2G5 TR
e HENRZEEENSBLZEE
(RBEELEMN) BEFENERERREE
B R EEE 2 REE R EE R R AR

Bi 1R
PR1S TR S 3R 3R Iy B 1S 0 IR SR FE TR 1A 2 48
e

BRENHRBRFERRBG N E - BR
75t e 1) R L A 67 2 27 JRE AR B = AT R 2 A
HXHHEB RBEARXREATNAHNHR2BER
AIREEBRRMER [REAERN, B
Bl -AKEBEZEHMREABERRSHRER
M BEE R 2R EGE -

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

135



136

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

3.

/N B = El = T

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxation (continued)

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 difference to the extent that it is
probable that taxable profits will be available against which deductible
temporary differences can be utilised. Such deferred tax assets and
liabilities are not recognised if the temporary difference arises from the
initial recognition (other than in a business combination) of assets and
liabilities in a transaction that affects neither the taxable profit nor the
accounting profit. In addition, deferred tax liabilities are not recognised

if the temporary difference arises from the initial recognition of goodwill.

Deferred tax liabilities are recognised for taxable temporary differences
associated with investments in subsidiaries, 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 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 THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Taxation (continued)

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

enacted or substantively enacted by the end of each 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 each reporting period, to recover or settle the

carrying amount of its assets and liabilities.

Deferred tax assets and liabilities are offset when there is a legally
enforceable right to set off current tax assets against current tax
liabilities and when they relate to income taxes levied by the same
taxation authority and the Group intends to settle its current tax assets

and liabilities on a net basis.

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.

Retirement benefit costs

Payments to the PRC government retirement benefit scheme pursuant
to the relevant labour rules and regulations in the PRC and the
Mandatory Provident Fund Scheme (‘MPF Scheme”) in Hong Kong
are recognised as an expense when employees have rendered service

entitling them to the contributions.

Short-term employee benefits

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

of the benefit in the cost of an asset.

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

amount already paid.

3.

TESTBER (#)

B (&)
EEBEAE R EAESR B EEERE
ERRMMTER 2 HETE RENE R
EMANEEAREE DB ZBE (&
BUK) i E -

EEHRBEREEZERRALEEY
REBREERUEOHREEEEENBERE
BZHARMEHZRBER-

i B AR L AT SR B 1T 2 #E M S AN A A R
BESNMBARGEERE BRFER K
BB 2 FSHAR MASE & iZF
BEEENENANAEEERAEG Q&K
HEEREEERBE-

BIEA FORETR IR N R iR RN E b2
b mRERERETER 2B BBBER
Sh MEZIERT - BNERSEIER IR TR & 2 R
HitzmbmsBEN EaTER -

3B K48 A B AR

18 450 BARRE 25 TR R R 0 o B BRFTIR
BN BIARE BRI DS B ([%
BE B X2 H0E R BIRERB T
AARTEHREERAMZ -

EHEERA

RHE BRI NE B R R IRER I
B 2RI R & B - A B B AR
MR AMN  BIEE BRI REEA
RERAFIGBFHANEERAE - AIfERIR -

RIBREFNEN SRR AEERESEH
(MTERFS FHRMAR) EREE-

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4F 4 %k

137



138

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Borrowing costs

Borrowing costs directly attributable to the acquisition, construction or
production of qualifying assets, which are assets that necessarily take
a substantial period of time to get ready for their intended use or sale,
are added to the cost of those assets until such time as the assets are

substantially ready for their intended use or sale.

All other borrowing costs are recognised in profit or loss in the period in

which they are incurred.

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. Where 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.

Provision for restoration, rehabilitation and environmental
costs

Provisions for the Group’s restoration, rehabilitation and environmental
expenses are based on estimates of required expenditure to restore the
sites of Group’s mines in accordance with PRC rules and regulations.
The Group estimates its liabilities for final reclamation and mine closure
based upon detailed calculations of the amount and timing of the
future cash expenditure to perform the required work, escalated for
inflation, then discounted at a discount rate that reflects current market
assessments of the time value of money and the risks specific to the
liability such that the amount of provision reflects the present value of

the expenditures expected to be required to settle the obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

4.

NE+ZA=+—HIEFE

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

results may differ from these estimates.

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

affects both current and future periods.

Critical judgements in applying the entity’s accounting
policies

The following are the critical judgements, apart from those involving
estimation (see below), that the Directors have 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.

Going concern basis
The consolidated financial statements have been prepared on a going
concern basis, the validity of which depends upon the basis as set out

in Note 1 to the consolidated financial statements.

4,

e A RETTRES 2
EERR

B ESMA RN EE &SRR EFA
HAREEFNHEMKREECBEERAGER
1 HHE - B ET R R - B At R A
BEDVBEEEILBREA/BHZEMRE
FH -ERERXGEZFHA TR -

A RAARBRREFERN - MEH A2
EFTEFBERI AT 2B BARETR
ZEERER - R BS 22 B RS RO AR - A
PERT il 5t 2 B B oK SR HA ] AR

FERER
-]

LAT?%%%FE?HLKE@E.:#EAZ% BRI
HGAMBRRERZEHELRE
Z BB A s RibEE (R TR

ST BURR e 3

?\/E

+ /2= J~J\
HERKREEHE

SEMBHMRREELEEERE EED
BREURIN R E M B IRRM 1D 2 &% -

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

139



140

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

4. CRITICAL ACCOUNTING JUDGEMENTS AND 4, BREFTHERMGFIBRELEZ

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Critical judgements in applying the entity’s accounting
policies (continued)

Control over subsidiaries

The Group owns 49% equity interest in L FaE B HEBEETR KR E
FEZ% AR A A (“Shanxi Coal”). The Group’s ownership of 49% equity
interest in Shanxi Coal gives the Group the same percentage of the
voting rights in Shanxi Coal. The Group’s 49% equity interest in Shanxi
Coal was acquired on 7 June 2013 and there has been no change in
the Group’s ownership in Shanxi Coal since then. The remaining 51%
of the registered capital of Shanxi Coal is owned by two equity interest
holders, who holds 41% and 10% respectively, belonging to a same
group of companies. The Directors made an assessment as at the date
of completion of acquisition as to whether or not the Group has control
over Shanxi Coal based on whether the Group has the practical ability

to direct the relevant activities of Shanxi Coal unilaterally.

The Directors concluded that it has had control over Shanxi Coal
since the completion of acquisition on 7 June 2013 on the basis that
under the memorandum and articles of association of Shanxi Coal
(as amended on 21 December 2009), the Group is able to appoint
five directors out of nine on the board of directors of Shanxi Coal
through its wholly owned subsidiaries and a resolution to be passed
by the board of directors of Shanxi Coal requires a simple majority.
Upon Shanxi Coal being effectively acquired by the Group on 7 June
2018, the Group is able to control the decision making of the board of

directors of Shanxi Coal through its wholly owned subsidiaries.

In addition, all the shareholders of Shanxi Coal agreed that they
will approve the plans and proposals, including operating and
investment plan, financial budgeting, profit appropriation, extraction
of discretionary reserve and the issuance of bonds, proposed by the
board of directors of Shanxi Coal. The Directors concluded that the
Group has the practical ability to direct the relevant activities of Shanxi
Coal, and accordingly Shanxi Coal is accounted for as subsidiary of the

Company.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

4.

NE+ZA=+—HIEFE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty

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

year.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-line
basis over their estimated useful lives, after taking into account their
estimated residual values. The determination of the useful lives and
residual values involve management’s estimation. The Group assesses
annually the residual values and the useful lives of the property,
plant and equipment and if the expectation differs from the original
estimates, such a difference may impact the depreciation in the year

and the estimate will be changed in the future period.

Impairment of property, plant and equipment

The Group reviews at each of the reporting date the carrying amounts
of its property, plant and equipment for indications of impairment in
accordance with accounting policies stated in Note 3. Determining
whether property, plant and equipment are impaired requires an
estimation of the recoverable amount of the property, plant and
equipment. Such estimation was based on certain assumptions, which
are subject to uncertainties and might materially differ from the actual
results. These calculations require the use of estimates such as the

future revenue and discount rates.

As at 31 December 2018, the carrying amounts of property,
plant and equipment are approximately HK$1,788,156,000 net of
accumulated depreciation and impairment of HK$776,001,000 (2017:
HK$1,829,128,000, net of accumulated depreciation and impairment of
HK$406,320,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

4. CRITICAL ACCOUNTING JUDGEMENTS AND 4, BREFTHERMGFIBRELEZ

KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (continued)
Impairment of mining rights

Under the full cost method of accounting for mining rights, such
costs are capitalised by reference to appropriate cost pools, and are
assessed for impairment when circumstances suggest that the carrying
amount may exceed its recoverable value. This assessment involves
judgement as to (i) the likely future commerciality of the asset and when
such commerciality should be determined; and (i) future revenues
and costs pertaining to the asset in question, and the discount rate to
be applied to such revenues and costs for the purpose of deriving a
recoverable value. While conducting an impairment review of its assets,
the Group makes certain judgements in making assumptions about the
future product prices, reserves and future development and production
costs. Changes in these estimates may result in significant changes
to the consolidated statement of profit or loss. As at 31 December
2018 the carrying amount of mining right is HK$6,018,475,000 net of
accumulated amortisation and impairment losses of HK$5,079,872,000
(2017: HK$9,492,873,000 net of accumulated amortisation and
impairment losses of HK$2,198,321,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 &= —Z—

4.

NE+ZA=+—HIEFE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (continued)
Provision of ECL for trade receivables and bills receivables

The Group uses provision matrix to calculate ECL for the trade
receivables. The provision rates are based on aging of trade and
bills receivables as groupings of various debtors that have similar
loss patterns. The provision matrix is based on the Group’s historical
default rates taking into consideration forward-looking information
that is reasonable and supportable available without undue costs or
effort. At every reporting date, the historical observed default rates
are reassessed and changes in the forward-looking information
are considered. In addition, trade receivables and bills receivables
with significant balances and credit impaired are assessed for ECL

individually.

The provision of ECL is sensitive to changes in estimates. The
information about the ECL and the Group’s trade receivables and bills

receivables are disclosed in Note 36.

Mine reserves

Engineering estimates of the Group’s mine reserves are inherently
imprecise and represent only approximate amounts because of the
subjective judgements involved in developing such information. There
are authoritative guidelines regarding the engineering criteria that
have to be met before estimated mine reserves can be designated as
“proven” and “probable”. Proven and probable mine reserve estimates
are updated on regular intervals taking into account recent production
and technical information of each mine. In order to calculate reserves,
estimates and assumptions are required about a range of geological,
technical and economic factors, including quantities, grades,
production techniques, recovery rates, production costs, transport
costs, commodity demand and commodity prices. In addition, as
prices and cost levels change from year to year, the estimate of proven
and probable mine reserves also changes. This change is considered
a change in estimate for accounting purposes and is reflected on
a prospective basis in related amortisation rates and impairment of

mining rights.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

4.

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (continued)

Mine reserves (continued)

Despite the inherent imprecision in these engineering estimates,
these estimates are used in determining depreciation expenses and
impairment losses. The capitalised cost of mining rights is amortised
over the estimated unit of production. The estimated unit of production
are reviewed annually in accordance with the production plans of the

Group and the proven and probable reserves of the mines.

Estimation of current and deferred income tax

The Group is subject to income taxes in various jurisdictions.
Significant judgement is required in determining the provision for
income taxes. There are transactions and calculations for which the
ultimate tax determination is uncertain during the ordinary course of
business. Where the final tax outcome of these matters are different
from the amounts that were initially recorded, such differences
will impact the current and deferred income tax provisions in the
period in which such determinations are made. As at 31 December
2018, the carrying amount of income tax liabilities is approximately
HK$28,294,000 (2017: HK$1,946,000) and deferred tax liabilities is
approximately HK$1,304,801,000 (2017: HK$2,166,859,000).

Fair value of derivative component of convertible loan notes

The Directors use their judgement in selecting an appropriate valuation
technique for financial instruments not quoted in an active market.
Valuation techniques commonly used by market practitioners are
applied. For derivative components of the convertible loan notes,
assumptions are made based on quoted market rates adjusted for
specific features of the instrument. As at 31 December 2018, the
carrying amount of derivative components of convertible loan notes
recognised as current liabilities of HK$2,330,000 and as current assets
of HK$7,356,000 (2017: as current liabilities of HK$223,857,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HZE —F—

4.

NE+ZA=+—HIEFE

CRITICAL ACCOUNTING JUDGEMENTS AND
KEY SOURCES OF ESTIMATION UNCERTAINTY
(CONTINUED)

Key sources of estimation uncertainty (continued)
Provision for restoration, rehabilitation and environmental costs
The provision for restoration, rehabilitation and environmental costs
has been determined by the management of the Group based on their
best estimates. The management of the Group estimated this liability
for final reclamation and mine closure based upon detailed forecast of
the amounts and timing of future cash flows for a third party to perform
work, escalated for inflation, then discounted at a discount rate that
reflects current market assessments of the time value of money and
the risks specific to the liability, such that the provision reflects the
present value of the expenditures expected to be required to settle
the obligation. However, the estimate of the associated expenditures
may be subject to change due to new government environmental
policy in the future. The provision is reviewed regularly to ensure that
it properly reflects the present value of the obligation arising from the
mining activities. As at 31 December 2018, the carrying amount of
provision for restoration, rehabilitation and environmental costs was
HK$74,279,000 (2017: HK$74,927,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group will
be able to continue as a going concern while maximising the return to
stakeholders through the optimisation of the debt and equity balance.

The Group’s overall strategy remains unchanged from prior year.

The capital structure of the Group consists of net debts (which
included convertible loan notes disclosed in Note 25, amounts due
to related companies disclosed in Note 20, amounts due to non-
controlling interests holders disclosed in Note 24, and obligation under
finance lease, net of cash and cash equivalents) and equity attributable
to owners of the Company (comprising issued share capital,
convertible preference shares and reserves). The Directors review
the capital structure monthly. As a part of this review, the Directors
consider the cost of capital and the risks associated with each class of
capital. Based on the recommendations of the Directors, the Group will
balance its overall capital structure through new share issues and share
buy-backs as well as issue of new debt or the redemption of existing
debt.
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e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

6.

SEGMENT INFORMATION

The Group’s operating segments, based on information reported to

the Board (being the chief operating decision maker (“CODM”)) for the

purpose of resources allocation and performance assessment are as

follows:

Cassava starch — Provision of cultivation and processing of

operation cassava starch for sale

Mining operation - Geological survey, exploration and
development of coal deposits, and
selling of coking coal

Coal operation — Provision of coal trading and logistics

services

Systems integration Sales of information technology products,

services and provision of systems integration
software solutions services, technology services, software

development and solution services

For management purpose, the Group is organised into business units
based on their products and services. The management of the Group
monitors the operating results of its business units separately for the
purposes of making decisions on resource allocation and performance
assessment. Segment performance is evaluated based on the
operating profit or loss which in certain respects, as explained in the
table below, is measured differently from the operating profit or loss in

the consolidated statement of profit or loss.

For the purposes of monitoring segment performance and allocating
resources between segments, the CODM also reviews other segment

information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

6.

SEGMENT INFORMATION (CONTINUED) 6. oHEHR (&)
Segment revenues and results DEHBARESE
The following is an analysis of the Group’s revenues and results by IATEHIIRAIZRREEDE AT 2 AE
reportable and operating segments. WAREE -
Systems integration
services and Mining Cassava starch
software solutions operation Coal operation operation Total
FEEARBR
BEBARE RBER RRER AERBER @it
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
“§-Nf ZF-tF Z¥-NF -T-+F ZE-Nf C-T-+F CZE-NF C-T-+F CZE-NF C-T+F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HKS'000
TH Thn Tz FiEn Tz Fin Thn T AT T
For the year ended 31 December BZT-F=T-RLEE
REVENUE WA
Sales to external customers ASNSEREL 2 HE 23,131 63,063 980,902 381,766 = - 603 70080 1,004,636 514909
RESULTS E4
Segment (loss)/profit A4 (BR) /& (600) 5450 (2,986,018) 1,137,642 - (156) (30,492 (14137 (3,018,010) 1,128,801
Change in fair value of derivative  ATRREHZENTETE
component of convertiole loan notes  #% 2 AFEZ 235,973 (52,429)
Unallocated income RARMA 699 42514
Unallocated expenses AARZH (40,849) (42,365)
Finance costs BERK (331,158) (323,441
(Loss)/profit before taxation RiH (B8) /&7 (3,153,345 753,080

The accounting policies of the reportable and operating segments
are the same as the Group’s accounting policies. Segment (loss)/
profit represents the (loss)/profit from each segment without allocation
of central administrative expenses, including directors’ and chief
executive’s emoluments, change in fair value of derivative component
of convertible loan notes, certain other income and finance costs.
This is the measure reported to CODM for the purposes of resource

allocation and performance assessment.

For the purpose of assessment by the CODM, the finance cost of
amount due to non-controlling interests holders, related companies
and obligation under finance leases were not included in segment
results while the corresponding liabilities have been included in the

segment liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

6. SEGMENT INFORMATION (CONTINUED) 6. oEER (&)
Segment assets and liabilities THEERAE
The following is an analysis of the Group’s assets and liabilities by NTRIEZEIERMREEI BN ZAEERE
reportable and operating segments. EXAE-
Segment assets DEEE
2018 2017
—E-N\F T4
HK$’000 HK$’000
FHExT FHET
Systems integration services and R ENRTE KB fRR T &
software solutions 13,547 10,413
Mining operation ERES 7,990,465 11,438,235
Coal operation R - 17
Cassava starch operation NZ R T 237,799 171,662
Total segment assets DEEERE 8,241,811 11,620,327
Unallocated ROBE 18,084 129,508
Consolidated total assets REEELE 8,259,895 11,749,835
Segment liabilities DEEE
2018 2017
—E-N\F —+tF
HK$’000 HK$’000
FHEx FHET
Systems integration services and RIREK RS R R R T %R
software solutions 10,755 5,800
Mining operation R 5,969,878 5,772,845
Coal operation IR EB - 57,549
Cassava starch operation RERB D T 37,143 3,059
Total segment liabilities DEBERTE 6,017,776 5,839,253
Unallocated RoOBS
— Convertible loan notes — R EREE 644,009 926,380
— Deferred tax liabilities —REHIEERE 1,304,801 2,166,859
— Others —E Aty 56,446 14,787
2,005,256 3,108,026
Consolidated total liabilities maBEeE 8,023,032 8,947,279
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 &= —Z—

6. SEGMENT INFORMATION (CONTINUED)
Segment assets and liabilities (continued)

For the purposes of monitoring segment performances and allocating

resources between segments:

— all assets are allocated to reportable segments other than certain
property, plant and equipment, certain prepayments, deposits and
other receivables, amounts due from related companies, amount
due from a director, certain bank balances and cash, derivative
component of convertible loan notes, and assets jointly used by

reportable segments.

—  all liabilities are allocated to reportable segments other than certain
other payables, certain amounts due to related companies, other
borrowings, derivative component of convertible loan notes,

liabilities component of convertible loan notes, deferred tax

NE+ZA=+—HIEFE

liabilities and liabilities jointly liable by reportable segments.

Other segment information

Systems integration
services and
software solutions
FESBRER
BRERFE

Mining operation

L B

Coal operation

RREH

£\ 37

o EHEFR (&)
THEERERE (&)
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ETHWE BB NEE BETEMNK
IE~1Ei&ﬁﬁﬂ}?§%zﬂlﬁ~ﬁéfﬂﬁﬁ%§“
KRB EW—-BEERE BETRITE
HEEE TRREFRERZITETLA
HOUERARAE2HSMBARERZE
o
MERBHIRESA 2R DA ED

BiEE

RNEIFOE - HEE sk E

METEHS
BERAAEZEE-

Hitb o SE#

Unallocated

AR

Cassava starch operation

RERBEHR

EE
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Bz
D AMBRERRBRZ&E
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Consolidated

&

A
a

2018
“E-0\F
HK$'000
TR

For the year ended BEt-A=t-B
31 December LEE
Amounts included in the SESBER/ (BE)
measure of segment profit/{loss) BE er &
or segment assets: ey
Depreciation e 13
Amortisation of mining right RRESY -
Amortisation of intangible BRAEER
assets -
Addition of non-current REFRBEE
assets 5
Impairment loss recognised HESRUERD
in respect of trade REEE
receivables -
Gain on disposal of property,
plant and equipment
Impairment loss on
mining rights, net
Reversal of impairment loss
recognised in respect
of mining rights, net
Impairment loss on property,
plant and equipment, net
Reversal of impairment loss
recognised in respect
of property, plant and
equipment, net =
Impairment loss reversal in BRESRUEL
respect of trade receivable REFREE -
Amounts regularly provided THRETTEAE
to CODM but not included AREBLETA
in the measure of SHEABER]/
segment profit/oss): (BR)2#B:
Interest income FSHA 6]
Interest expenses HERx -

2017
“B—tF
HK$'000
i

92

5

(13,022)

(361)
1,471

2018
—E-0\F
HK$'000
FER

119,421
407,944

1,659
392,205

2,571,010

278,692

(51)

260,968

“B{%
HK$'000
FhL

43,821
186,208

343

163,465

111,806)

(180,034)

266,710

2018
—2-)\&
HK$'000
FER

2017

1%

HK$'000
TET

—g-N\E

2018 2018
“2-N\F
HKS'000
TEn

HK$'000
TR TR

HKS' 000
TEL

8,204 1,013 509 47

69,707

12,957 1,008 1

- 16,739 - S

(150) S (140) S

(33) (39) ) (244)
- - 70,190 55,260

2018
—E-0\F
HK$'000
TR

128,287
407,944

1,659
462,925

(290)

2,511,010

278,692

(%9)
331,158

2017
“B{%
HK$'000
FhT

45,343
186,208

343

177,358

16,739

(1,111,806)

(180,034)
(13,022)

(640)
323,441

wo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

6. SEGMENT INFORMATION (CONTINUED) 6.

Other segment information (continued)
Geographical information
The Group’s operations are located in Hong Kong, elsewhere in PRC

and Cambodia.

The Group’s revenue from external customers is presented based
on the location of the operation. Information about the Group’s non-

current assets is presented based on the geographical locations of the

DEER (4E)
HinpEER (F)

& E R
AEBMEBURES PEH bR RRE
go

AEBREIBELPZWARRE W
- BRAKBEERDEEZENRZREE
FrEE 251 -

assets.
Hong Kong Elsewhere in the PRC Cambodia Consolidated
o RE R E RER ]
2018 2017 2018 2017 2018 2017 2018 2017
“B-N\f ZZT-tF ZEBE-Nf ZTtf ZB-\F T+ ZB-NFf T tF
HK$’000 HK$'000 HK$’000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR FHEL TR FEL TR TiEx TR FET
Segment revenue HBA
Revenue from external RENBEFZ
customers WA - - 1,004,636 444,829 - 70,080 1,004,636 514,909
Non-current assets ERBEE 596 822 7,773,161 11,353,646 127,375 58,913 7,901,132 11,413,381
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e M ERRMEE
For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE
6. SEGMENT INFORMATION (CONTINUED)

Revenue from major products and services
The following is an analysis of the Group’s revenue from its major

products and services:

DEER (&)

FEEMRBRHE WA

NTREAEEEIEERNKRBEZWADN

2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FHxT FHET
Sale of computer products HEBKE® 16,675 63,063
Sale of mining products HEREE R 980,902 381,766
Sale of cassava starch HERZRHD 603 70,080
Provision of system integration and REZFEXREHF

software solution services iR R 5 R 6,456 -
1,004,636 514,909

Information about major customers ERFXEEFZEH

Revenue from customers of the corresponding years contributing 10%

MAEEAEFEREE10%HALEZEP

or more of the total sales of the Group is as follows: ZHAT
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’'000
FET FAET
Customer A’ BEPA 469,736 191,797
Customer B! EFB N/AT3E A8 63,944
Customer C? BEC? N/AT3E 3 66,506
Customer D' ®ED 265,168 N/A i 3 8
L Revenue from mining operation. T ORBEEB WA

e Revenue from cassava starch operation.

9 The corresponding revenue did not contribute 10% or more of the total
revenue of the Group in the respective year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

7. REVENUE AND OTHER OPERATING INCOME

i) Revenue from goods and Services

) EmREHEA

Sy

Disaggregation of revenue FUA
Systems integration
services and Cassava starch
software solutions Mining operation Coal operation operation Total
ARERBER
Segments A8 REEARR FRER RRER RERBER @t
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017
CE-N\F T tF BN T LFCE-NF T tEZB-NE T HEZB-N\FZT+tF
HK'000  HK'000  HK'000  HK'000  HK'000  HK'000  HK'000 HK'000  HK'000  HK'000
Fex FAL  Fex  ThAr  TEx  ThEr  TEx  TExT  TEAn  TiEx
(Note ) Note () Note () (Note i)
GE) (H3EG)) GED) (GED)
Types of goods or services R ER
Sales of goods HEER
- Coal -RBix - - 980,902 381,766 - - - - 980,902 381,766
- Computer products -EHER 16,675 63,063 - - - - - - 16,675 63,063
— Cassava starch - KERH - - - - - - 603 70,080 603 70,080
Provision of system integration R FHEM RELF R
and software solution services R 6,456 - - - - - - - 6,456 -
23,131 63,063 980,902 381,766 - - 603 70,080 1,004,636 514,909

Timing of revenue recognition WA 205

A point in time B2 16,675 63,063 980,902 381,766 - - 603 70,080 998,180 514,909

Over time —BER 6,456 - - - - - - - 6,456 -

23,131 63,063 980,902 381,766 - - 603 70,080 1,004,636 514,909

Notes: Wi &L :

i) The Group has initially applied HKFRS 15 using the cumulative effect ) AEEEFERAZRFAFEEIERERDE
method. Under this method, the comparative information is not restated B RS YE RIS 1555 o ARIR UL 75 0% - LEER
and was prepared in accordance with HKAS 18 (see Note 2). BHATEIRBEEBGHERZE18

SRAmE (RME2) -
i) For sales of coal, computer products and cassava starch, revenue is i) BEEER BREERRABRHNE

recognised when control of goods has transferred, being when the
goods have been accepted by customers (acceptance) after goods
delivered to the specific location or picked up by customers. Following
acceptance, the customers have full discretion over the manner of
distribution and price to sell the goods, have the primary responsibility
when on selling the goods and bear the risks of obsolescence and loss
in relation to the goods. The normal credit term is 30 to 60 days upon
acceptance.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 &= —Z—

NE+ZA=+—HIEFE

7. REVENUE AND OTHER OPERATING INCOME 7.

(CONTINUED)

ii) Other operating income

WAREMEE W (&)

i) HMQE s

2018 2017
—E-N\F —tF
HK$’000 HK$’'000
FHET FHET
Gain on disposal of property, HEME BEREE W

plant and equipment 290 -
Gain on disposal of subsidiaries & B A F 2z Wam (KFE30)

(Note 30) 550 41,874
Interest income* B AH 99 640
Rental income el A 34 -
Sundry income HETE A 4,110 7
Waiver of other payables e B b FE T 5RE 2,045 8,103

7,128 50,624
Notes: B EE
#  Interest income, which earned from bank deposits, were derived from FRITEREREZ FLE WA TR 8 W 3E R

financial assets not at fair value through profit or loss.

ATEAAEBSZZERMEE-

8. FINANCE COSTS 8. BERAK
2018 2017
—E-N\E —E—+F
HK$’000 HK$’'000
FHExT FiBT
Interest expenses on borrowings wholly ARSFNBHEEZEEZ
repayable within five years: FMEFAX:
— effective interest expenses on —AIMREREEZERFE
convertible loan notes (Note 25) B (BFEE25) 70,190 55,260
— other borrowings —HtEE 11,812 1,472
— finance lease —-®mERE 18,602 10,642
— amounts due to non-controlling — IR R R
interests holders BEARIE 359,163 367,703
Total borrowing costs BEERA 459,767 435,077
Less: amounts capitalised in construction /UE TRERIBBRREAZ SR
in progress (131,885) (114,573)
Imputed interest for provision for E BERBRENARE 2
restoration, rehabilitation and FEEHFIB2 (FFE27)
environmental costs (Note 27) 3,276 2,937
331,158 323,441
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

9. (LOSS)/PROFIT BEFORE TAXATION 9. BREA (BE) BER
2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FHExT FHBT
154
(Loss)/profit before taxation has been BRELAT (B518),HF Bk

arrived at after charging:

Auditor’s remuneration Z AN & 2,000 1,280
Amortisation of mining rights RIS (FFAHEERAR)
included in cost of sales (Note 16) (Fz%16) 407,944 186,208
Amortisation of intangible assets EREESH 1,659 343
Amounts of inventories recognised ERRAAHAICFESE:
as expense:
— System integration services and software  — R &5 K AR5 L B BR R
solutions and cassava starch operation LEP VTN SES 23,270 109,066
- Mining and coal operations — BRI R B ok R 844,605 264,946
867,875 374,012
Depreciation of property, W BEREZHEOITE (MH5E15)
plant and equipment (Note 15) 128,237 45,343
Directors’ and chief executive’s EERTBERINE (ME14)
emoluments (Note 14) 8,693 17,252
Impairment loss recognised in respect of REBEH RN ERER Z RESE
trade receivables (Note 19) (FIzE19) - 16,739
Managment fee paid to a non-controlling TR F BB AR —RIEER
interests holder of a subsidiary BB EAZERS - 366
Payment under operating leases in THREFZEEHENK
respect of land and buildings 32,078 12,896
Staff cost (excluding directors’ and BIRK(THEIEEER
chief executive’s emoluments) (Note 13) THEEMe) (K13) 85,217 52,920
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

10. INCOME TAX (CREDIT)/EXPENSE

10. FRE % (%) BAX

2018 2017

—E-NE —E—+tF

HK$’000 HK$’000

FHExT FHBT

Current tax (credit)/expense: BUEATRIE (Kp) X :

PRC Enterprise Income Tax (the “EIT”) PRMEMER (TREMREH]) 78,369 9,267
Cambodia profits tax HWRMNEH = (1,792)
Deferred tax (credit)/expense (Note 28) REERE (Ee) B (H:E28) (748,611) 233,041
Income tax (credit)/expense 8 (%), FAx (670,242) 240,516

(i)

(i)

(iv)

Pursuant to the rules and regulations of Bermuda, Independent
State of Samoa (“Samoa”) and the British Virgin Islands (“‘BVI”), the
Group is not subject to any income tax in Bermuda, Samoa and
the BVI.

No provisions for Hong Kong Profits Tax have been made for
subsidiaries established in Hong Kong as these subsidiaries did
not have any assessable profits subject to Hong Kong Profits Tax

for both years.

Profits of the subsidiaries established in the PRC are subject to
PRC EIT.

Under the Law of the PRC on EIT (the “EIT Law”) and
Implementation Regulation of EIT Law, the tax rate of the PRC

subsidiaries is 25% for both years.

Under the Law of the Cambodia, the tax rate of the Cambodia

subsidiaries is 20% for both years.

(i

(ii)

(iv)

KEARE BEERBYE ([EEER])
LRBRZES ([RBRLES]) 28
AIRRD AERBANBRE EED
REBELBHESHEMNERMEH-

HREFRBRILZ B R BRMIEFE
WG EAE RN BB TS B2 FE AR
A Y B EME AR IREE
IS -

TR B AR AL 2 MY I8 2 B 2 0 M R A
BEMRSH -

RETFEEEMETE ([REMEH
ED REEMFBOEE GRS - EH
J&E X B A R MR AIE 6 2 A K 7525% ©

REBFBIED RBEEMBRARRNH
B4 Z 2 B K /20% o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

10. INCOME TAX (CREDIT)/EXPENSE (CONTINUED) 10. FrE% (E &) FxX ()
The income tax expense for the year can be reconciled to the profit FAMGEHRAZEGEERR 2RI T
before taxation per the consolidated statement of profit or loss as AR
follows:
156 2018 2017
—E-N\F —E—tF
HK$’000 HK$’000
FHExT FHExT
(Loss)/profit before taxation KRR (E548) % F) (3,153,345) 753,080
(National tax on loss before tax)/ (BRFHEATBENRERE)
tax expenses calculated at REBRIEREBEAREFHE 2
rates applicable in HIEH S
the jurisdictions concerned (805,989) 198,067
Tax effect of income not subject to tax BARBIMA 2R TE (47,253) (147,416)
Tax effect of expenses not deductible TAMBRAZ s Mg 2
for tax purpose 183,000 185,166
Tax effect of tax losses not recognised RERZBHEEBER s REHE - 4,748
Tax effect of deductible temporary AERZANMBREREEREZ
difference not recognised BByeE - (49)
Income tax (credit)/expense for the year FRAEHE (KE) FX (670,242) 240,516
11. DIVIDENDS 1. KRE
No dividend was paid or proposed for both years ended 31 December HE_Z - \FERZE—tF+ZA=1—
2018 and 2017, nor has any dividend been proposed since the end of HIEMEFEL S IRSBRRE B 8®E
the reporting period. BAR AR IR R B AR B -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

12.8K (E8) &R

REEARREAABEERERREE
(BB BATRATEEGE

12. (LOSS)/EARNINGS PER SHARE

The calculation of the basic and diluted (loss)/earnings per share

attributable to the owners of the Company for the year is based on the

following data:

2018

2017

157
—E-N\F —+tF
HK$’000 HK$’000
FHEx FAT
(Loss)/earnings (B18) &7
(Loss)/profit for the year attributable to the ~ A EESBREAR (FiE),/
owners of the Company for the purpose BRZARQRGEE ANEEFEE
of basic (loss)/earnings per share (B8|)HH (1,182,062) 94,108
Effect of dilutive potential ordinary shares: BE#EZER ZZE:
Interest on convertible loan notes (Note 25)  BJ # IR E HZ 4 2 7 & (H7E25) - 37,294
Change in fair value of derivative component AJ I ERZETETEILD 2
of convertible loan notes (Note 25) N EZE (MzE25) - (42,095)
(Loss)/earnings for the purpose of diluted RAUGTEEREERT 2
earnings per share (B#E) & (1,182,062) 89,307
Number of shares BB

Weighted average number of ordinary

RRFEESRER (BR) B2

shares for the purpose of basic 3 AR N 19 8

(loss)/earnings per share 7,310,365,348 7,296,746,300
Effect of dilutive potential ordinary shares: BHE#ELER &

Convertible loan notes AR EREE - 598,715,720

Weighted average number of
ordinary shares for the purpose of

diluted (loss)/earnings per share

RRFTESREE (BB 8z

T R 9 8

7,310,365,348

7,895,462,020

BE_Z-\F+-_A=+—RHLFE &
REBREZZEBHMZI 2 EREXEES
BARBEYE HAERMEN ZERE
REBEELFE-

For the year ended 31 December 2018, no adjustment has been
made to the basic loss per share presented as the impact of the share
options had anti-dilutive effect on the basic loss per share amount

presented.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

12.

13.

(LOSS)/EARNINGS PER SHARE (CONTINUED)

For the year ended 31 December 2017, the computation of diluted
earnings per share does not assume the exercise of the Company’s
share options as the exercise prices of the share options are higher

than the average market price of the shares.

The calculation of diluted loss per share for the year ended 31
December 2018 does not assume the conversion of all convertible loan
notes, since these conversions would result in an anti-dilutive effect on

loss per share.

The calculation of diluted earnings per share for the year ended 31
December 2017 does not assume the conversion of the convertible
loan notes issued in 2017 since its conversion would result in an anti-

dilutive effect on earnings per share.

STAFF COSTS (EXCLUDING DIRECTORS’ AND CHIEF
EXECUTIVE’S EMOLUMENTS)

12.

13.

R (B8 &7 (&)

BHE_Z—+HF+_-_A=+—HILFE &
RBBREZITEESNRO FHOWE &Rt
BEEREERNE T ERRADFBERAIEE
e

MR BB ER R R HERERELS
REERE BAEBE_T-N\F+_A
=t BLEFEZESRETEREIEBRR
HBMFRB AR ERRE -

MR LR ERRReHERANES
R#gre Y88 E—_T—tFT-A
=t HLEFEZEREERNE L BRR
RB R+ FEBRTZRARERER-

EIRE (FTEEEERITHA
R2W<)

2018 2017

—E-NF —E—+tF

HK$’000 HK$’000

FHxT FHEIT

Wages, salaries and other benefits IE -HekEMETR 75,624 46,250
Retirement benefit scheme contributions RARTEFIFT B R 7,078 6,670
Share based payment B 19 15 3% 2,515 -
85,217 52,920

The subsidiaries in Hong Kong operate the MPF Scheme which are
available to qualified employees. The assets of the scheme are held
separately from those of the subsidiaries in independently administered
funds. Monthly contributions made by the subsidiaries are calculated
based on certain percentages of the applicable payroll costs or fixed

sums as stipulated under the relevant requirements, as appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

BEIRKN (FTERESRITHA

13. STAFF COSTS (EXCLUDING DIRECTORS’ AND CHIEF

EXECUTIVE’S EMOLUMENTS) (CONTINUED)

Pursuant to the regulations of the relevant authorities in the PRC,
the subsidiaries of the Group in the PRC participate in respective
government retirement benefit scheme (the “Scheme”) whereby the
subsidiaries are required to contribute to the Scheme to fund the
retirement benefits of the eligible employees. Monthly contributions
made to the Scheme are calculated based on certain percentages
of the applicable payroll costs as stipulated under the requirements
in the PRC. The relevant authorities of the PRC are responsible for
the entire pension obligations payable to the retired employees. The
only obligation of the Group with respect to the Scheme is to pay the

ongoing required contributions under the Scheme.

The retirement benefit scheme contributions represent gross
contributions by the Group to the Scheme operated by the relevant

authorities of the PRC and the MPF Scheme operated in Hong Kong.

AMs) (&)

BREFEERERZAD NEBETENE
RREASL BB RERE 8 ([FRR
) Bk ZEMBRRARE B H#
R RAEBREBZERABIREES -G
fEz T ARTETBEREMER A
XZETA WA E -FEEHERBAR
BRAREEXNE2HERE - AEEH BB
B E—BERFEXN B BRE 2 H#

e

Sl

RARBRGEEFEARERATEEHE
BER s BB RNEEE N BB
ElLr e O
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

14. DIRECTORS’, CHIEF EXECUTIVE’S AND SENIOR 14 EE THHAIRSREEAER

MANAGEMENT’S EMOLUMENTS

(a) Directors’ and chief executive’s emoluments
The emoluments paid or payable to each of the seven (2017:
seven) directors and the chief executive were as follows:

=

@ EERTHARIMNS

EfT
=k

FENLH (ZE—tF LR)E
THAEZMENRIIT

For the year ended 31 December 2018 BE-Z—-N\F+-A=+—HLEE
Salaries, Retirement
allowances benefit
and other scheme  Share-based
Fees benefits  contributions payment Total
Fa o RWR BIRBEA
e HiEF sHEIER SR E @t
HK$’000 HK$’000 HK$’000 HK$'000 HK$'000
TET TET FTET FTET TET
Executive directors HTES
Mr. Zhang Sanhuo K=EEAE - 1,560 18 - 1,578
Mr. Huang Boai ERHELE
(Resigned on 3 May 2018) (R=Z—-\ERA=HER) - 522 8 = 530
Mr. Tse Michael Nam SEELE - 1,560 18 4,335 5,913
Non-executive director FHTES
Mr. Zou Cheng Jian PRBLE 168 - - - 168
Independent non-executive directors BUFHRITES
Mr. Leung Po Wing, Bowen Joseph GBS, /P R E XK £6BS, P 168 - - - 168
Mr. Zhou Chunsheng BAEERE 168 - - - 168
Ms. Leung Yin Fai REELL 168 - - - 168
672 3,642 44 4,335 8,693
For the year ended 31 December 2017 HE-Z—+tF+-_A=+—HIEFE
Salaries, Retirement
allowances benefit
and other scheme  Share-based
Fees benefits contribut\igns payment Total
\ HE MR RITER .
fika High BE LT AN @
HK$'00! HK$'000 HK$'000 HK$'000 HK$'000
FET FET FET FET THT
Executive directors YiES
Mr. Zhang Sanhuo R=EEE - 4,887 18 - 4,905
Mr. Huang Bogji Hipgks - 1,396 18 - 1,414
Mr. Tse Michael Nam HEELE - 1,463 18 8,780 10,261
Non-executive director ERITES
Mr. Zou Cheng Jian PRBLE 168 - - - 168
Independent non-executive directors BUFHITES
Mr. Leung Po Wing, Bowen Joseph GBS, JP R B &L 4GBS, JP 168 - - - 168
Mr. Zhou Chunsheng BAEERE 168 - - - 168
Ms. Leung Yin Fai AEHBELL 168 - - - 168
672 7,746 54 8,780 17,252

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

i) In 2017, Mr. Tse Michael Nam (“Mr. Tse”) was granted share
option in respect of his services to the Group under the
share option scheme of the Company. Details of the share
option scheme are set out in Note 34 to the Company’s
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

14. DIRECTORS’, CHIEF EXECUTIVE’S AND SENIOR M EE THARRKREREEAE
MANAGEMENT’S EMOLUMENTS (CONTINUED) e (&)
(b) Senior management’s emoluments b) SREEAEME
Of the five individuals with the highest emoluments in the Group, REBRESERTMATBREARA RN
two (2017: three) were directors (including the chief executive) HZ(ZE—LF :=ZR)EZ2(BETHR
of the Company whose emoluments are set out above. The BE) BEZHEHEREX -E#H=F 161
emoluments of the remaining three (2017: two) highest paid (ZE—tF MEB)EFMALZM
individuals were as follows: E N
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FHExT FHEIT
Salaries, allowances and other benefits e ERN R H MR F 2,306 1,902
Retirement benefit scheme contributions 3R K 1@ 7 51 21t & 54 33
2,360 1,935
Their emoluments were within the following bands: BEZMEN T T5&EE -
2018 2017
—E-N\F —E—tF
No. of No. of
employees Employees
EEAH" BB AE
Nil to HK$1,000,000 0%1,000,000/% 7T 2 1
HK$1,000,001 to HK$1,500,000 1,000,001 7L £1,500,000/% 7T 1 1
() No emoluments have been paid by the Group to any directors, (c) az—2—NER-_ZE—+tF+_-AH
the chief executive or the five highest paid individuals as an =t+—HIMEAFE RNEBEWERT
inducement to join or upon joining the Group or as compensation MEF THRESIAEERTMAL
for loss of the office during the two years ended 31 December TS ARSI EMAREE SN ER
2018 and 2017. DA S 7 S B ok B B A 18
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT

15.VE - BERERE

Furniture,
Construction fixtures
Mining  in progress Leasehold  and office Motor  Plants and Freehold
structure (“CIP") Buildings improvements  equipment vehicles  machineries land Total
G-
HEIR HENE ERRER
162 FRNEH (ERTR) 83 E6 WOZEE  FE  EEREE AAREL®  m
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEL ThL THL Thn TEL TEL TAL Thn ThL
At 1 January 2017: RZE-t5-f-8:
Cost KA 174,737 1,690,952 80,205 3,385 16,409 11,924 67,268 - 1,944,880
Accumulated depreciation and RAMERAE
impairment (71,161) (338,255) (32,093 (3,303) (12,719) (7,507) (42,551) - (507,589)
Carrying amount REE 103,676 1,262,697 48,112 82 3,690 4417 24717 - 1,437,291
At 1 January 2017, net of acoumulated  R=F—+F-F—8"
depreciation and impairment NRRHTERAE 103576 1,252,697 48112 82 3,690 447 24717 - 1,437,091
Additions HE 6,283 139,765 3,307 1,180 4,207 8,035 12 - 162,789
Transfer from CIP BEAEETE 681858 (744,197) 62,339 - - - - - -
Disposals e (236) - - - (179 (19 - - 427)
Depreciation provided during the year £ AT E & (& (22,287) - 8417) (566) (4,557) 2,746) 6,770) - 4534
Reversal of impairment, net RERE 38 - 180,034 - - - - - - 180,034
Disposal of subsidiaries (Note 30) HERBAR (M30) - - - - (10) (190) - - (200)
Exchange realignment ERAR 16,135 70,813 2,496 6 36 233 5,265 - 94,984
At 31 December 2017, net of RZZ-t%
accumulated depreciation and TZR=1-8"
impairment NBERERAE 78539 899112 107,897 700 3188 973 23224 - 1829128
At 31 December 2017 and RZZ-t%
at 1 January 2018: TZRE=t-Hk
—E-\E-A-H:
Cost KA 893,278 1,065,270 151,839 4,594 18,261 20,568 81,638 - 2,235,448
Accumulated depreciation and ZHRERAE
impairment (107,949 (166,158  (44,002) (3892 (15073 (1083) (38414 - (406,320)
Carrying amount REE 785,329 899,112 107,837 702 3,188 9,736 23,224 - 1,829,128
At 1 January 2018, net of accumulated  R=Z—-/\F-F—8"
depreciation and impairment NB2RERAE 78539 899112 107,897 700 3188 973 23224 - 1829128
Additions RE 1,197 418,858 - 11,625 694 17,787 231 4,501 454,893
Disposals HE (156) = - - (158) 33 - - (347)
Impairment, net WHiE FE (100072) (142073  (3.777) = 674) (3) (64 - (186%)
Depreciation provided during the year £ R HTER & (101,141) = 9932 920) (2,534) (7,945) (5,765) - [28237)
Exchange realignment ERA% (26,116) (58,949) (2,895) (24) (402) (96) (107) - (88.589)
At 31 December 2018, net of R-ZE-\&
accumulated depreciation TZA=1+-8:
and impairment NRRHTERRE 550,041 1,116,948 50,233 11,383 114 19,417 17,519 4501 1,788,156
At 31 December 2018: RZE-N\E
T=h=Er=E
Cost KA 850,207 1,415,838 147,794 16,156 13,166 35,499 80,996 4,501 2,564,157
Accumulated depreciation and 2 HERAE
impaitment (£91166) (298890  (88,561) @773 (13059 (1608)  (63477) - (s
Carrying amount REE 559,041 1,116,948 59,233 11,383 114 19,417 17,519 4,501 1,788,156
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

15. PROPERTY, PLANT AND EQUIPMENT (CONTINUED)

The above items of property, plant and equipment are depreciated on a

straight-line basis at the following rates per annum:

Mining structure 10%
Leasehold improvements 33'/3% or over the lease terms,
whichever is shorter

Furniture, fixtures and office  20% to 33"/3%

equipment
Motor vehicles 33"/5%
Plants and machineries 10% or over the lease terms, whichever
is shorter
Buildings 10%
Freehold land N/A

The net book value of property, plants and equipment of approximately
HK$1,788,156,000 as at 31 December 2018 includes an amount of
approximately HK$48,486,000 (2017: approximately HK$131,284,000)

in respect of assets held under finance leases.

During the year ended 31 December 2018, based on the valuation
reports and the technical reports in relation to the mining operation
as obtained by the Group, the Group recognised impairment loss of
approximately HK$53,453,000 (2017: HK$126,257,000) in respect of
property, plant and equipment during interim period for the six months
ended 30 June 2018. A further assessment was carried out at the end
of 2018 to further update the status of the mining operations and the
Group recognised impairment loss on property, plant and equipment of
approximately HK$278,692,000 for the year ended 31 December 2018

as a whole (2017: Reversal of impairment loss of HK$180,034,000).

Particulars regarding impairment assessment are disclosed in Note 29.

15. ¥ -BENIRKE (&)

M £ 3 B AR B DA ELAOR A T
R EIE

REEED 10%
HEMEEE 33"/3%3, 1 #
(ABEEAE)

i -BEEEER 20%%33"/3%

MOER
" 33'/5%
= Kk 10% 3k 18 &
(RBHEE R%E)
B 10%
KAERLTH TER

RZZ—N\F+_A=+—8 V% BE
K54 2 BRI R {E491,788,156,00078 L B2 1%
R R EHERH 2 & E 448,486,000/ 7T
T —+F 1 49131,284,0008 7T )

REBE-_ZE-N\F+_B=1+—HLFE"
BEAEERE 2 AERBEES ZEER
EREMRE AEERBE_Z-NFEX
A=Z+HIERNEARDE BFE RRERER
5L 1B B 18 953,453,000 L (— T — £ F:
126,257,000 70) c AR AR T — \FR
BOFEAE-— P RUEGHRBEBL 2 &
HEMBALEERBEE-_Z—N\F+=A
=+ —BHUIEEAFERREBYE  BFE R&
& 2 BIEE 18 49278,692,000/8 L (=2 —+
4 E (B F5 18 1 [E1180,034,000% 7T ) °

B RHE 2 F IS MY FE20 5 8 o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

16. MINING RIGHTS 16. BRIE &
HK$'000
FHET
cosT R
At 1 January 2017 RZTE—tF—A—H 10,845,438
Exchange realignment EH AR 845,756
At 31 December 2017 and 1 January 2018 RZE—+tF+ZA=+—BR=ZZE—N\F—HA—H 11,691,194
Exchange realignment & 3 (592,847)
At 31 December 2018 RZE—-—NF+=—_A=+—H 11,098,347
AMORTISATION AND IMPAIRMENT BERREE
At 1 January 2017 R-_ZTE—tF—HF—H 2,901,363
Amortisation for the year FNEH 186,208
Reversal of impairment loss recognised FRERZFEEERRD FHE
for the year, net (1,111,806)
Exchange realignment M H ' 222,556
At 31 December 2017 and 1 January 2018 RZE—tF+_A=+—RBR=ZZT—N\F—H—H 2,198,321
Amortisation for the year F N 407,944
Impairment loss recognised for the year, net FABRZREEE F8 2,571,010
Exchange realignment M 5, 78 2 (97,403)
At 31 December 2018 RZE—-N\FE+A=+—H 5,079,872
CARRYING VALUES BREE
At 31 December 2018 RZE—\F+=-—A=+—H 6,018,475
At 31 December 2017 RZZE—tF+=-_A=+—H 9,492,873
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

16. MINING RIGHTS (CONTINUED) 16. ERiERE (&)

The five mining licenses in relation to the coal mines will expire from 28
November 2019 to 8 January 2021 and subject to renewal. In the view
of the Directors, the Group will be able to renew the mining licenses
in relation to the coal mines with the relevant government authority

continuously at insignificant cost.

During the year ended 31 December 2018, based on the valuation
reports and the technical reports in relation to the mining operation
as obtained by the Group, the Group recognised impairment loss of
approximately HK$74,032,000 (2017: HK$259,490,000) in respect
of mining rights during the interim period for the six months ended
30 June 2018. A further assessment was carried out at the end of
2018 to further update the status of the mining operation and the
Group recorded impairment losses in respect of mining rights of
HK$2,571,010,000 for the year ended 31 December 2018 as a whole
(2017: Reversal of impairment loss of HK$1,111,806,000).

Particulars regarding impairment assessment are disclosed in Note 29.

T ERRE KRBT AIEER - —NEF
+—AZ+ N \BE-Z=—F—FN\BHH
MR WATDAEER - E SR A AEBIFEL LA
TR AR A 35 & M MR BUT B R B BRI 2
R ] BB

REBE-_ZE-N\F+_A=+—BLEE"
BEAEERBEZAERBEERE ZHER
EREMHRE AEBRRBE_Z-NEX
A=+BLERNEATHEEMEERERER
BB EBIE 474,032,000 L (Z T —tF:
259,490,000/ 7T) e R A AN ZF—)\FER
BPOFEAE-— S RUEEERBEEBL &
HEMNBAEEREBEEZE-Z—N\F+=A
—t+t-AEBREFEHSRBEERERSE
2,571,010,000%8 7T (=& — £ & HEFKIE
[211,111,806,0007 7T ) °

B R A 2 FIE R MY 295 8 -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

17. GOODWILL 17. 58
HK$'000
FHET
cosT R A
166 At 1 January 2017, 31 December 2017 and 2018 R-_ZE—tHF—AF—HB —ZT—tF K
“E2-NF+-A=+—H 3,676,679
IMPAIRMENT A
At 1 January 2017, 31 December 2017 and 2018 R-ZT—+F—A—H ZT—+tF K
—T-NF+ZA=+—H 3,676,679
CARRYING VALUES BREE
At 31 December 2018 RZE—N\F+ZA=+—H -
At 31 December 2017 WZZE—+F+-A=+—H -
Goodwill arising from acquisition of cash generating units were AREREELABUMEAZHEDEZMN
allocated to cash generating units in the following segments: THM2REEEEN:
HK$'000
FET
Mining operation B3 ES 3,661,555
Systems integration services and R ERRTS R R R T R
software solutions 15,124
At 31 December 2018 RZZE—N\F+ZA=+—H 3,676,679
Please refer to Note 29 for particulars regarding impairment testing of BRABEZRENRFS F2HME29 -
goodwill.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

18.

19.

INVENTORIES 18. &
2018 2017
—E-NE —E—+tF
HK$’000 HK$’'000
FHET FHET
Consumables, at cost SHFES R ARG 2,081 4,277
TRADE AND OTHER RECEIVABLES 19. EG R HMEWKRIE
2018 2017
—E-N\F —T—tF
HK$’000 HK$’'000
FBT FHET
Trade receivables Z 5 R W KIE 192,028 26,201
Less: Loss allowance o BiEEE (18,516) (18,516)
173,512 7,685
Prepayments, deposits, bills receivables and FEfTFIE 184  EWEH K&
other receivables H {th e W 5RI8 148,693 206,265

The Group does not hold any collateral over these balances.

As at 31 December 2018, the prepayments, deposits, bills receivables
and other receivables included an amount due from a non-controlling
interests holder which amounted to HK$8,600 (2017: HK$8,700).

The Group normally grants to its customers credit periods ranging from
30 days to 60 days (2017: from 30 days to 180 days) which are subject

to periodic review by management.
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19. TRADE AND OTHER RECEIVABLES (CONTINUED)

Before accepting any new customer, the Group assesses the potential
customer’s credit quality and defines credit limits by customer. Limits

and scoring attributed to customers are reviewed periodically.

Prior to 1 January 2018, the Group recognised the allowance for
certain trade receivables which has been past due and considered as

doubtful debts or irrecoverable by the management.

Starting from 1 January 2018, the Group applied simplified approach
to provide the expected credit losses prescribed by HKFRS 9. The

impairment methodology is set out in Notes 3 and 36.

Included in the Group’s trade receivables balance as at 31 December
2018 and 2017 are aggregate carrying amounts of HK$121,000 and
HK$7,685,000 respectively which are past due at the reporting date
for which the Group has not made impairment loss, as there has not
been a significant change in credit quality and the amounts are still
considered recoverable based on historical experience. The Group

does not hold any collateral over these balances.

No allowance during the year ended 31 December 2018 has been
recognised for trade receivables in accordance with the simplified
approach i.e. lifetime ECL set out in HKFRS 9. During the year ended
31 December 2018, there was no credit impaired trade receivables and

no impairment loss was made for it accordingly.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

19. EZ R EMEBWRIE (&)

REMEMFEFA AREGFHEER
FPREEEZIREFPAEEREE KT
BEPMBE RN TIEMETRE -

R-ZF-—N\F—-—A—B AKEARD A
HAERERAREL AT RBZETES
FE A TR IR TR B -

BT \F—-A—BE AEEEMAHL
A REBN B S EREIR AR EDN
FEHEERE < RME T RS 13536

RZE-N\ERZE—tF+-A=+—
H A&EEZZEEFBLEAERTAE
121,000/ 7T }&7,685,0008 7T ' i F & R
& B EAE 8 AR A 5 B S K 4 HORUE B
B UTTERNEEERTEREZLAERE
BAELRZEEBNERARRD - RNEH
A NS B X S AR 2 IR

BE-_Z-\F+-_A=+—RLFE #
ERBEECIE (EBMBIME LR FR
Mz EEFERNAREEER)RES
EURFERABEMEE REE_F—/\F
TZAZ+—ALEE BEEMHEEE
BB Z B 5 e WR IR - [ i 3 M st E AR R
BEE-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

19. TRADE AND OTHER RECEIVABLES (CONTINUED)

(@

19. EZ R EMmEWRIE (F)

The ageing analysis of the trade receivables, net of impairment (a) PRWMEHER MREERBEBEEK
losses recognised, based on the invoice dates at the end of the BEZHHAEEFERFERE D
reporting period was as follows: T
2018 2017
—E-N\F —T—+F
HK$’000 HK$’000
FHExT FHBT
Within 30 days 30K 136,685 -
31 days to 60 days 31 RE60X 36,706 -
61 days to 90 days 61 RZEI0K - -
91 days to 180 days 91K E180K - 6,533
181 days to 365 days 181K £365K - 1,025
Over 365 days B B365K 121 127
173,512 7,685
The movements in provision for impairment losses of trade b)) BEHREWHRBEREBERE 2 ZSHMN

receivables were as follows:

T

2018 2017

—E-N\F —T—tF

HK$’000 HK$’'000

FET FHET

At 1 January Rn—A—H 18,516 14,298
Impairment loss recognised during the year & MR 2 B EE 1 - 16,739
Reversal of impairment loss VERIEN ai=EcqEl - (13,022)
Exchange realignment ME 5 55 2 - 501
At 31 December Rt+t-—A=+—8H 18,516 18,516

Reversal of impairment loss on trade debtors in 2017 represents
the recovery of debts through disposal of subsidiaries to an
independent third party (Note 30).

As at 31 December 2018, the Group’s trade receivables of
HK$18,516,000 (2017: HK$18,516,000) were individually
determined to be impaired. The individual impaired receivables
related to customers that have defaulted on repayment and
management assessed that the receivables are not expected to
be recovered. Consequently, loss allowance of HK$18,156,000
(2017: HK$18,516,000) were recognised as at 31 December
2018. The Group does not hold any collateral over these balances.

M-T—tF BRRRZRER B
BiEEBR - 2BLE=NHEMBELR
AR EERS (KfFE30) ©

R-Z—-NFE+-_A=+—H K&
EE 55K IE18,516,0008 T (=
—+4F 18,516,000/ 7T ) {@ R & E AR
B ERIRE 7 BRREEERERZ
BFEAR - BEEEENG A MERSKE
FAEHEAE - Bl RZE-N\F+=
A=+—B#REERE18,156,000/8
T (=Z —t4%:18,516,000/ 7T ) ° &
SEVERZSERFREMERR -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

19. TRADE AND OTHER RECEIVABLES (CONTINUED)

(©

19. EZ R EMEBWRIE (&)

At the end of the reporting period, the analysis of trade receivables () RWMEMR KBRBHBBHFAE2ES
that were past due but not impaired, based on past due date, are HERBREZESEBFEITAT
as follows:
Neither Past due but not impaired
past due EESERRE
nor  Less than 91 to 181 to over
Total impaired 90 days 180 days 365 days 1 year
ES Ik 9E 181%
#wE  TABE  PROK 180K 365% 1 E
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TERT TR TR TET TET TERL
31 December 2018 —E-\F+ZA=+—H 178,512 173,391 - - - 121
31 December 2017 “Z—t5+t-A=t—H 7,685 - 6,533 1,025 - 127

In determining the recoverability of trade receivables, the Group
considers any change in the credit quality of the trade receivables
from the date credit was initially granted up to the end of the
reporting period. In the opinion of the management of the Group,
apart from those balances for which allowances has been
provided, other trade receivables at the end of each reporting
period are of good credit quality which considering the high
credibility of these customers, good track record with the Group,
subsequent settlement, and the forward-looking information
and any change in the expected life of the trade receivables at
the end of the reporting period. The management believes that
no impairment allowance is necessary in respect of unsettled

balances in 2018.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

20. AMOUNTS DUE FROM/(TO) RELATED COMPANIES

21.

The amounts due from related companies are unsecured, non-interest
bearing and repayable on demand. The maximum balance during the
year ended 31 December 2018 was HK$7,579,000 (2017: HK$9,000).
The related companies are wholly owned by a director of the Company,

who is also the ultimate controlling party of the Company.

At 31 December 2018, certain related companies of the Group had
confirmed that the payment terms of certain amounts due by the Group
of approximately HK$148,742,000 are extended for 18 months, and
the respective amounts are classified as non-current liabilities as at 31
December 2018.

Included in amounts due to related companies under non-current
liabilities as at 31 December 2018 is an amount of HK$50,000,000
(2017: under current liabilities of HK$50,000,000) which is unsecured,
interest free (2017: carried interest at 6%) per annum and repayable
after one year (2017: repayable on demand). The remaining balance is
unsecured, non-interest bearing and repayable after one year (2017:
repayable on demand). The related companies are wholly owned by a
director of the Company, who is also the ultimate controlling party of

the Company.

AMOUNT DUE FROM/TO A DIRECTOR

The amounts were unsecured, non-interest bearing and repayable on
demand. The maximum amount outstanding for amount due from Mr.
Tse during the year is HK$19,500 (2017: HK$Nil).

20. Uy, (fF) BBE D RIFIA

21.

FEW BEE AR IR A BRI N At B AR
EREE-REE-_ZT-N\F+A=+—
HIEFE 2 RS & R7,579,0008 7T (ZF
—+£%:9,00087T) - ZEMERRBHARA
—HEFERERE REENREARAZEK
BEERAL

RZZE—N\F+ZA=+—A AEEZE
FRAERARIERR ~EEENZETHRE
#9148,742,0007% 7T 2 7t AR BR 2 FE = 181H
A BRZ=ZFE—N\F+_A=1+—BKEX
HEDERFERBEE-

RZZ—N\F+ZA=+—8 FnBaESR
T FE {5 B 38 A R 5138 450,000,000 7T (=
T—tF: i# & EIET50,000,000%T)

BEER - 28 (ZZ2—1F 1RFFEE%T

BIRAR-FREER (ZF—+tF ARE
REE) - HBEREEM TFHEREAR—F
BEE(ZE—LF ARERER) ZRF
BERRRARA —REEEERE ZE

ENAARRA 2 RBERAL

Y —BEERE

ZEHIES B AR RARERE
B-FRARRPEEZHBZERB AL S
FER195008 T (ZE—HF :THT) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

22. BANK BALANCES AND CASH

(a) Cash and cash equivalents comprise

2. BITHEBRERE
(a BERBELEBEYERE

2018 2017

—E-N\F —T—tF

HK$’000 HK$’000

FHBT FHET

Deposits with banks RITIER 19,538 118,218

Cash and cash equivalents in the REMBHRRR R

consolidated statement of financial FeEReRERZ
position and the consolidated RekREEEY

statement of cash flows 19,538 118,218

As at 31 December 2018, the Group performed impairment
assessment on bank balances and concluded that the probability
of defaults of the counterparty banks are insignificant and

accordingly, no allowance for credit losses is provided.

Details of impairment assessment of bank deposits are set out in
Note 36.

The Group’s bank balances and cash denominated in foreign
currencies other than functional currencies of the relevant group

entities are set out as follows:

uss$ ET
RMB AR
HK$ BT

RZE-NF+ZA=+—H FK&E
HIRTRSBETREN G BEEHFH
WITEANM AL TEXR AL E
HEEEBEDRE-

81717 BORLME 3 £ 1 $E S B BB 2
36 °

AEBATIFEREEERNEER
SMNESHE Z IRTTRESR IR E AT

2018 2017
—E-N\F —ET—+F
HK$’000 HK$’000
FTERT THETT
537 47,609

3 -

40 42

Bank balances earns interest at floating rates based on daily bank
deposit rates.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

22. BANK BALANCES AND CASH (CONTINUED)

(b) Reconciliation of liabilities arising from financing

22. RITHEBRRE (#)
b) BMEETHEE2EBHER

activities
Amounts due to
Amounts dueto  non-controlling Other Finance Convertible ~ Amount due to
related companies  interests holders borrowings leases loan notes a director Total
et
FEft FERER Rk Efi-%
BENRNE BEANE g REHE ENRE EE3E st
HK$'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000 HKS'000
TFin ThEn Fin TFin FhEn Fin TiEn
At 1 January 2017 RZF-t5-f-8 344,157 3,928,215 40,007 62,346 438,592 - 4813317
Changes from financing cash flows BERLNELEY (147,041) 74,178 - (24,680) 378,663 - 281,120
Bxchange adjustments Eifg 15,302 312,652 - 5,251 - - 333,295
Interest expense accrued FEEr B - 367,703 1472 10,642 55,260 - 435,017
Change in fair value of dervative component  TEREHEH(TAHTA - - - - 52,429 - 52429
of convertible loan notes BAzATERY
Disposal of subsidiaries HERBAR - - (41,416) - - - (41,416)
Other non-cash movements AR EY - (67,718) (63) - 1436 - (66,345)
At 31 December 2017 RZE-tE+-A=1-A 212,508 4,615,030 - 53,559 926,380 - 5,807,477
At 1 January 2018 RZE-NE-H-R 212,508 4,615,030 - 53,559 926,380 - 5,807,477
Changes from financing cash flows BERLHEZEY (55,719) - - (32919 (25,351) 14,508 (99,481)
Exchange adjustments 3: 1 (8,047) (247,616) - (3,133) - - (258,796)
Interest expense accrued EHFEER - 359,163 - 18,602 70,190 - 447,955
Inception of finance lease RUBERE - - - 486 - - 486
Change in fair value of derivative component &R EHERHTATR - - - - (235,073) - (235,973)
of convertible loan notes BH2ATEED

Issue of convertible loan notes BOMAREREE - - (317,568) - 317,568 = =
Recognition of deferred day one gain DELE AR - - (2,940) - 2,040 - -
Recognition of desmed contrioution BRRELR - - (74,492) - - - (74,492)
Conversions of convertble loan notes AATARERZE - - - - (10,000) - (10,000)
Transfer to other borrowings ERTEMEE - - 409,101 - (409,101) - -
Other non-cash movements EOESEE - 3,931 - - - - 3,931
At 31 December 2018 RZF-NE+ZA=1-H 148,742 4,730,508 14,101 36,595 636,653 14,508 5,581,107
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

23. TRADE AND OTHER PAYABLES

23. BEZ R EMENFR

2018 2017
—E-N\F —T—+F
HK$’000 HK$’000
FERT F&T
Trade payables B SR HE 2,039 6,411
Other payables (current portion): HAb e 5B (BN %) -
— Receipts in advance —TEWRIE 21,684 24,538
- Accrued staff costs —FEETE IR 29,599 35,667
— Other taxes payable —H b e 1B 10,484 40,481
- Considerations for acquisition of — BB AR ZRE
subsidiaries 219,948 368,410
- Payables for construction works and —EE TR AMKIE & FRIE
purchase of machineries 69,617 305,851
— Accrued expenses and other payables —FEEH B A & H b FE AT 5K IE 250,234 114,712
601,566 889,659
Other payables (non-current portion): E b fE AT RIE (JERNEREE 95 ) -
- Considerations for acquisition of —EHE AR ZRE
subsidiaries 89,836 -
— Payables for construction works and —BRETRERBEKSE ZENHIE
purchase of machineries 216,492 -
— Accrued expenses and other payables — FERT R S N H S R 117,262 -
423,590 -
As at 31 December 2018, certain creditors of the Group had RZE—NF+_A=+—H rEBET
confirmed that certain amounts due by the Group of approximately BEREAEER AEEENZE TRED
HK$423,590,000 are extended for 18 months, and the respective 423,590,000/ TELER18EA - BER=F
amounts are classified as non-current liabilities as at 31 December —NF+ZA=+—-HEREFEEDERFE

2018.

MERE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

23. TRADE AND OTHER PAYABLES (CONTINUED)

24,

The ageing analysis of the trade payables based on the invoiced dates

at the end of the reporting period was as follows:

2. BEZREMENRIE (F)

RBERR KBEZAMAEZEFEN
HIRFRE DT :

2018 2017

—E-N\E —E—+tF

HK$’000 HK$’'000

FET FET

Within 30 days 30K 242 -
31 days to 60 days 31REB0K - -
61 days to 90 days 61 RZEI0K - -
91 days to 180 days 91X &E180K 16 -
181 days to 365 days 181K £365K - 1,778
Over 365 days B 3R365K 1,781 4,633
2,039 6,411

The average credit period on purchases of goods is 90 days. The
Group has financial risk management policies in place to ensure that all

payables are settled within the credit timeframe.

AMOUNTS DUE TO NON-CONTROLLING INTERESTS
HOLDERS

As at 31 December 2018, the amounts due to non-controlling interests
holders classified as current liabilities amounting to HK$706,633,000
(2017: HK$4,615,030,000) are unsecured, interest-free (2017: carried
interest at fixed rates ranging from 5.22% to 7.65%) per annum and
are repayable within twelve months from the end of the reporting

period.

During the year, non-controlling interests holders of the Group had
confirmed that the repayment terms of amounts of HK$4,023,875,000
due by the Group are extended for three years from the original dates
on which they are falling due. Accordingly, the respective amounts
are classified as non-current liabilities as at 31 December 2018. Such
amounts are unsecured, interest bearing at fixed rates ranging from
5.34% to 7.50% per annum. The amounts were entrusted loans
provided by non-controlling interests holders of a subsidiary through

banks.

24,

BEERZ FHORKBRAOR - NEER
BRI R E TR BR - RER 2 PR IR
RERBRIIR NS -

BAFERERFER AR

R-E—N\FE+—A=+—H HEE DA
&2 B3R AR s 75 B A 5/IH 706,633,000
7Bt (ZZF—+4% : 4,615,030,0008 7T ) A
i 28 (ZE—+tF EKEEEF522%
Z7.65%:08) RARBREHRE @A
R -

FR AEBIFEREDSRFAEADER A&
I & v 578 4,023,875,000/8 L 2 E K HR E
HRIMAER=F-Alt R=_F—N\F
TZA=+ - HREREESERIERDA
- ARFAREER RESETFL34%E
7.50%ET B c ZEFIRT—HME AR Z I
BERFEABBRITRHEZETER
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25. CONVERTIBLE LOAN NOTES

2013 Convertible Loan Notes A

On 7 June 2013, the Company issued convertible loan notes to
the shareholders of City Bloom Limited (“City Bloom”), a company
incorporated in the BVI, with an aggregate principal amount of
HK$3,548,271,713 (the “2013 Convertible Loan Notes A”) with
coupon rate equal to the rate of dividend per share from time to time
declared and paid by the Company to the shareholders as if the 2013
Convertible Loan Notes A have been converted in full into shares at the
same time when the relevant dividend is payable to the shareholder, in
respect of the acquisition of entire interests in Lexing Holdings Limited.
The 2013 Convertible Loan Notes A had a maturity date of 6 June
2018 and can be converted up to an aggregate of 20,872,186,547
ordinary shares of HK$0.01 each at HK$0.17 per share. The notes
were denominated in HK$ and entitled the holders to convert them
into ordinary shares of the Company at any time during the period
commencing from immediately after the date of issue of the 2013
Convertible Loan Notes A up to the maturity date. The effective interest

rate of the liability component is 9.78% per annum.

The Company may redeem in whole or part of the 2013 Convertible
Loan Notes A at 100% of the outstanding principal amount together
with declared but unpaid dividend of the 2013 Convertible Loan Notes
A (the “Redemption Amount”) at any time after six months of the date
of issue of the 2013 Convertible Loan Notes A and before the maturity

date with prior notice to the shareholders of City Bloom.
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5. MREREE

AE—ZF-—=FUHEREXREE
RZT—=ZFXAtB - ARRMHKEL
FIERERARIZEHEREITAS B
3,548,271, 7138 L 2 AT R E R ERE ([AHH
T ZHFUHRRERER]) FREFRA
AI(MHE] —BREBREXS MK
ZAR)ZRE  FEBERRERRRRTE
MRS IR ROR 2 FARAR S - A =
T -=FARRERER DR RRFIKMSE
AREKERBELBBRND ARZT—=
FUMBRERERZIHBAE_S—N\EX
ARB AREROATAETLHIEATZZAHR
20,872,186,547 R & B EE0.01 B T 2 & i@
B - ZERBUABITTAE - BTHEARTR
BERAE T - =—F A AREREEETA
BEIHAME BERBERBRLIRAERRAF
LB BELD 2 ERFEFER.78% -

RARAIRABE - Z - =Fa AR ERER
ETEMANE AR R S BRI EBEL
HEWEB 2 R BABEASIEZ100%E
FAAR-—Z—=FA#REEFRBEZETIR
BRI (THEEEE])EE 20 AR
—E-ZFUMRERERE-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 &= —Z—

25. CONVERTIBLE LOAN NOTES (CONTINUED)

NE+ZA=+—HIEFE

2013 Convertible Loan Notes A (continued)

The shareholders of City Bloom may at any time after one year of the
date of issue of the 2013 Convertible Loan Notes A and before the
maturity date with prior notice to request the Company to redeem
whole or part of the 2013 Convertible Loan Notes A at Redemption

Amount.

On 18 March 2016, the conversion price of the 2013 Convertible Loan
Notes A was adjusted from HK$0.17 per share to HK$0.07 per share
pursuant to certain adjustment terms of the 2013 Convertible Loan
Notes A as a result of the placing of the Company’s shares on the

same date.

On 30 December 2016, the holder of the 2013 Convertible Loan Notes
A converted principal amounts approximately HK$1,001,286,972 into
14,304,099,595 ordinary shares of the Company.

On 28 August 2017, the conversion price of the 2013 Convertible Loan
Notes A was adjusted from HK$0.07 per share to HK$0.7 per share
pursuant to share consolidation (Note 26(c)). The number of ordinary
shares available for conversion was also changed from 5,987,157,200

ordinary shares to 598,715,720 ordinary shares.

On 18 January 2018, a holder of the 2013 Convertible Loan Notes
A converted principal amounts approximately HK$10,000,000 into
14,285,714 ordinary shares of the Company.

All the remaining principal of the outstanding 2013 Convertible
Loan Notes A, with the mature date of 6 June 2018, were held by
China OEPC, Ms. Hao Ting (the spouse of Mr. Zhang) (“Ms. Hao”),
and two independent third parties (collectively the “Holders”). The
remaining principal of the expired 2013 Convertible Loan Notes A of
HK$409,101,000 was classified as “Other borrowings” under current
liabilities upon the maturity, whereas HK$380,000,000 payable to Mr.
Zhang and HK$15,000,000 payable to Ms. Hao were offset with the

issuance of convertible loan notes on 30 July 2018.

5. TREREE (&)

AE—Z-=F8REXRREE
(#&)

BEZBRRARAB T —=Fa2REXR
ERBITRR—AFRRINEAAERER
FEBEHBA BERAARIKRELEEDS
BABHOAB T —=FrERERZE-

RZZE-—RF=A+N\B BERRARFHB
&R MIRBAE —F _i—ﬁﬁ%gﬁ
RERZETHBGER AT —=F0#1K
EREB A BREHEROATELHERS
f%0.077% It °

RZE—RE+TZA=1TH AE-_ZT—=%F
AR EREEF B AE41,001,286,972/%8
JL2 N4 88 K30 A14,304,099,5950% K A )
Timhk o

RZZE—tFNAZ+N\B AEZZT—=F
EuﬁH&iéﬁ%‘%%ﬁzﬁwﬁm%ﬁﬂxﬂﬂﬁ(Bﬁ
126(c)) B & MK0.07E LA E A FKO.7THE
JC o Al H AR 1 B IR 5,987,157,200
fi% 3 38 % & 5598,715,7200% i@ A% o

RZE—N\EFE—A+N\B AHE-_Z— =7
B EREEREE A 410,000,000 7T 2
ARG RE N M 514,285, 71408 2K A 7] i@ A% o

FIBRRBRZABR-TE—=FARRERE
B(HBMBA-ZZ—N\FXAXNA)FHKHAE
SHEAPHER  MELLT (REEZERERB)
([MzT ) RMEBLE=H (FBFE
ADNBE-BEHZAE-ZT—=Fa#R

BREERFSHAS%8409,101,00078 7T B HA
BHASBARBDEBEE TN [EMEE] M
JE 1 3 4 4£380,000,0007% 7T K & 1 56 2z £
15,000,000 TH T —NFLtA=1TH%
TH AT R B R R R4
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25. CONVERTIBLE LOAN NOTES (CONTINUED)

2017 Convertible Loan Notes A

On 10 July 2017, the Company issued convertible loan notes which
will be matured on the third anniversary of the issue date (“the Initial
Maturity Date”) with an aggregate principal amount of US$50,000,000
(equivalent to approximately HK$391,436,000 (“2017 Convertible Loan
Notes A”) and with coupon rate of 6.5% per annum, settled semi-
annually. The 2017 Convertible Loan Notes A can be convertible into
up to an aggregate of 11,926,605,505 ordinary shares at a conversion
price of HK$0.0327 per share. The notes were denominated in US$
and entitled the holders to convert them into ordinary shares of the
Company on the Initial Maturity Date. At any time following the first
anniversary of the issued date, the Company may, if it gives the
relevant noteholder written notice not less than thirty days prior to the
proposed redemption date and obtains such noteholder’s consent
with seven business days after the day of such written notice, redeem
the whole or any part (in multiple of US$1,000,000) of the principal
amount of the 2017 Convertible Loan Notes A held by such noteholder
on the early redemption date. The effective interest rate of the liability

component is 13.97% per annum.

On 28 August 2017, the conversion price of the 2017 Convertible Loan
Note A was adjusted from HK$0.0327 per share to HK$0.327 per
share pursuant to share consolidation (Note 26(c)). After adjustment,
the 2017 Convertible Loan Notes A can be convertible into up to an

aggregate of 1,192,660,550 ordinary shares.

As at 31 December 2018, the remaining principal of the 2017
Convertible Loan Notes A was US$50,000,000 (equivalent
to HK$390,000,000) (2017: US$50,000,000, equivalent to
HK$390,000,000).
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AE—ZF—tFTHRREXREE
RZT—+tFtA+H FRABTAESH
£850,000,000% 7T, (4555 7 49391,436,0007%
) EEEREF65%LEIMAAEITH
BB A ([VREHA]) 2 TR ER
ZR(AE-T—tFARRERZRE])
MEBEFHEE— R AE-_T—tFatk
& & RS HR AT R KRB § AR0.0327 7 7T K %
B %A $£11,926,605,5050 L@ - % %
ERUETE BTHAEAEFNRTET
HABERELRARADREER -RETH
HE—BFEETMER WAQRRRERE
B A TR =+ HEARBZEEE AR
HEmBA TRELEEBMNE QKA
EEANDBERZEBAAZRAE AKX
ARAREFTEOARERNBEZEREEA
5B 2 2B B #89 (4&1,000,0005 7T )
EE)AE Tt RBRERZR RS
HoBBEMBD 2 ERFRER1B.97% °

RZE—+FNA-_F+NB RBREKRHE
Bt (Kt 5E26(c)) AR - E—LEAHERE
RER 2 AR ERETR.0327TETHE A
FROB27TEB T -HIELAE®R AE-T
—+EURBREREREHTARAERS
1,192,660,550% & i@ A% -

WN-ZE-NF+-_A=+—HB AE_-Z
—+tFUHRRERZEBR NGB ASER
50,000,0003 7t (48 % #390,000,000/%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

25. CONVERTIBLE LOAN NOTES (CONTINUED) 5. AR ERERE (&)

2018 Convertible Loan Notes A

On 30 July 2018, the Company issued convertible loan notes to China
OEPC which will be matured on the second anniversary of the issue
date with an aggregate principal amount of HK$380,000,000 (“2018
Convertible Loan Notes A”) and with coupon rate of 1.5% per annum,
settled quarterly in arrears or such other date as noteholder and the
Company may agree in writing. The 2018 Convertible Loan Notes A
can be convertible into up to an aggregate of 1,151,515,151 ordinary
shares at a conversion price of HK$0.33 per share. The notes were
denominated in HK$ and entitled the holder to convert them into
ordinary shares of the Company on the second anniversary of the
issue date. The Company may at any time before the maturity date by
written notices to the holder, and with consent of the holder, redeem
the 2018 Convertible Loan Note A (in whole or in part) at 100% of the
principal amount of the part of the 2018 Convertible Loan Notes A to
be redeemed together with accrued and unpaid interest. The effective
interest rate of the liability component is 13.12% per annum. As at 31
December 2018, the remaining principal of the 2018 Convertible Loan
Notes A was HK$380,000,000.

2018 Convertible Loan Notes B

On 30 July 2018, the Company issued convertible loan notes to Ms.
Hao which will be matured on the second anniversary of the issue
date with an aggregate principal amount of HK$15,000,000 (“2018
Convertible Loan Notes B”) and with coupon rate at 1.5% per annum,
settled quarterly in arrears or such other date as noteholder and the
Company may agree in writing. The 2018 Convertible Loan Notes B
can be convertible into up to an aggregate of 45,454,545 ordinary
shares at a conversion price of HK$0.33 per share. The notes were
denominated in HK$ and entitled the holder to convert them into
ordinary shares of the Company on the second anniversary of the
issue date. The Company may at any time before the maturity date by
written notices to the holder, and with consent of the holder, redeem
the 2018 Convertible Loan Note B (in whole or in part) at 100% of the
principal amount of the part of the 2018 Convertible Loan Notes B to
be redeemed together with accrued and unpaid interest. The effective
interest rate of the liability component is 13.12% per annum. As at
31 December 2018, the remaining principal of 2018 Convertible Loan
Notes B was HK$15,000,000.

AE—Z-\FUBRRERREE
AZE—NFLAZ+A  ARAAFELER
347N & 48 58380,000,0008 T - ZEE R T
F1E%REFAARBITHHREE BF 2]
BREFRER (AE-Z— \FARRBRER
ZR]) FEEEERNEERFAEABRRA
AR EE M E AR EMABREE K-
AT \FAMRERERE IR IRE
HR0.33B L AR AR EE #£1,151,515,151
PREBA - ZSEBABTHE BTEBEA
BMARTEMESE —BFEEBLBAN
N EE AR o AR A R AR B ER B AT A B R
EEBAREA BERBEARER RGE
BzAE T - N\FABRRERRERDH A
SEMI00%ERIZEH X HEHAE T —N\F
AR EREREREFT RARANE - BE
Bz BBREMNEE13.12% - RZT— /\F
+oB=1t—B AB-_Z- \EABRERER
TR 2 F #4728 & ¥8 A380,000,00078 7T ©

BE_ZF—NFARARERREE
RZT—N\FtA=+H FRAABLL
1T S 4 5615,000,000/8 7T  ZH B KT
FI5%REHAAETRRE_BFZA
BREREE (BE-_Z— \FaRBRER
2B FEBFEEIRNEBER/FEAERLR
AP EEBECAMEMBHEE —Ko
BE-Z - NFURREREETIZARE
FIR0.33FE T I A& & $£45,454,5450%
LBR - ZEEBRUABTIHE BTISE A%
MRETEHRE _BFEZBRELBRARA
AL A AR ATRE E B AT ERRRE
ERHAFAEAN BEFAEANRER REE
BB N\FAHRERERINH A
BREH100%ERE 2 HNHHBE_T—/\F
RRERERERET RARMSFE - AE
HH2ERFHEE13.12% - R=ZT—N\F
+=ZA=+—H8 BE=_Z— \FABRKRER
iR 2 F #2458 /15,000,00078 7T ©
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

25. CONVERTIBLE LOAN NOTES (CONTINUED) . RBREREE (8)
The movements of the liability and derivative components of the ARBREFRERABRITETAS S 285
convertible loan notes are set out below: E 7l N
2013 2017 2018 2018
Convertible  Convertible  Convertible  Convertible
180 Loan Loan Loan Loan
Notes A Notes A Notes A Notes B Total
AE AE AE B
—E-=f ZE—tHf ZE-N\FE ZE-N\F
GIE: 3 g3 EIE:d g3
HK$'000 HK$'000 HK$'000 HK$'000 HK$’000
FET FBT FET FHBT FHBT
Liabilities component aENS
At 1 January 2017 RZE—tF—A—A 370,998 - - - 370,998
Issue of convertible loan notes 1T AR E R EZE - 287,602 - - 287,602
Effective interest expenses ERFMERZ (KF8)

(Note 8) 37,294 17,966 - - 55,260
Interest paid during the year ~ EREF 8 - (11,337) - - (11,337)
At 31 December 2017 and RZZE—tF

1 January 2018 TZA=T—BkK

—E-NF—-F—H 408,292 294,231 - - 702,523
Issue of convertible loan notes  #{TAJ R AR E K E K - - 301,516 11,902 313,418
Effective interest expenses BERFMERE (K58)

(Note 8) 10,809 41,647 17,061 673 70,190
Interest paid during the year ~ FREFI & - (25,351) - - (25,351)
Conversion of convertible HBnBREREE

loan notes (10,000) - - - (10,000)
Transfer to other borrowings ~ EEZHibEE (409,101) - - - (409,101)
At 31 December 2018 RZZ—N\F

+-A=+—8 - 310,527 318,577 12,575 641,679
Presented by: BATHAZS
As at 31 December 2018 R N\EF
+=ZA=+—"H
Current liabilities mEAE - - - - -
Non-current liabilities EE ) N=E - 310,527 318,577 12,575 641,679
- 310,527 318,577 12,575 641,679
As at 31 December 2017 RZFE—+F
+=-A=+—AH
Current liabilities RBaRE 408,292 - - - 408,292
Non-current liabilities ERBEE - 294,231 - = 294,231
408,292 294,231 - - 702,523
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For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

25. CONVERTIBLE LOAN NOTES (CONTINUED) . RBREREE (&)
2013 2017 2018 2018
Convertible  Convertible  Convertible  Convertible
Loan Loan Loan Loan
Notes A Notes A Notes A Notes B Total
AE AE AE BE
“E-=f 22—t ZEB-N\F ZEBE-N\¥
EIE: T R AR g1
BEXEE BXRE EXEE BXRE Fohy
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FHBT FHET FHET FHET
Derivative component fTETAERS
At 1 January 2017 R-E—tF—A—H 67,594 - - - 67,594
Issue of convertible loan notes 1T R IR E K E K - 103,834 - - 103,834
Change in fair value NEEZ (42,095) 94,524 - - 52,429
At 31 December 2017 and RZT—+tF
1 January 2018 +-A=+—-8K
—E-NF—-HF—H 25,499 198,358 - - 223,857
Issue of convertible loan notes 317 A # i B Z ik - - 3,992 158 4,150
Recognition of deferred HBRELTE A
day one gain - - - 2,940 2,940
Amortisation of deferred RERBIHELT
day one gain in profit or loss & Bz - - - (620) (620)
Change in fair value of BRAXTETR
embedded derivative NEEE (25,499) (205,714) (3,983) (157) (235,353)
(05,499)  (205,714) (3,983) 777 (235,973)
At 31 December 2018 RZZ—N\F
+-A=+—H - (7,356) 9 2,321 (5,026)
Presented by: BATHRZS:
As at 31 December 2018 R-ZZE—N\F
+=ZA=+—"H
Current assets TEEE - (7,356) - - (7,356)
Current liabilities nBaE - - 9 2,321 2,330
- (7,356) 9 2,321 (5,026)
As at 31 December 2017 RZE—+t&F
tZRA=t+—A
Current liabilities REBEE 25,499 198,358 - - 203,857
25,499 198,358 - - 223,857

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &
ANNUAL REPORT 2018 ® 2018 4 4F i

181



182

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

25. CONVERTIBLE LOAN NOTES (CONTINUED)

5. MREREE (&)

The derivative component of 2013 Convertible Loan Notes A which
represented the conversion option of the holder and the redemption
option of the Company, was valued 31 December 2017 based on the
valuations performed by Greater China Appraisal Limited (“Greater
China”), using Black-Scholes model with Trinomial Lattice Tree model.
2013 Convertible Loan Notes A were matured on 6 June 2018. The
significant inputs to the models were as follows:

ABR—Z =S RREREBRZIITETA
MAEBAAZRBERAAR ZEORE:
ERZZE—tF+-A=+—BERBEEF
BEERQR (DEE]) MMM —H BT
HEBRE R =AAMREBEETZMHE
BE ART-=ZFrBRERERE N
E-N\FRNARNAIP - ZEREZEXRE

AEWT:
31 December
2017
—E—tF
+=B=+—8
Spot price (HK$) WREE (BT 0.385%
Risk free rate £ B ) 2R 1.0183%
Expected option period (year) TEHRERREAARR (4F) 0.43
Expected volatility TEHR K 1R 38.8%

The derivative component of 2017 Convertible Loan Notes A which
represented the conversion option of the holder and the redemption
option of the Company, was valued on issue date 10 July 2017, 31
December 2017 and 31 December 2018 based on the valuations
performed by Greater China, using Black-Scholes model with trinomial

tree model. The significant inputs to the models were as follows:

31

+=

HEE (BT
2 B 2

Spot price (HK$)
Risk free rate

Expected option period (year) TEHRHARE AR (4F)
Expected volatility TEHA K 1R

AR F RSS2 6T T A
DEHEAZLRERADE 2 REE ER
REAM-F—LFLATE —F—LF
t=A=Zt-AR-2-NE+-A=t—
B (KRR 2 I A6 e — 4 8 B (A
B = R AT 2 (A B E
BB EABABNT

December 31 December 10 July
2018 2017 2017
—E-N\F —E—+tF —E—+t#F
A=t—-RB +z=ZRA=+-H tA+H
0.0420 0.385 0.028
1.7646% 1.3934% 0.962%
3.5233 4.52 5.00
51.2421% 39.52% 37.65%
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For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

25. CONVERTIBLE LOAN NOTES (CONTINUED) 5. AR ERERE (&)

The derivative component of 2018 Convertible Loan Notes A and B
represented the conversion option of the holders and the redemption
option of the Company, was valued on issue date 30 July 2018 and 31
December 2018 based on the valuations performed by Greater China,
using Black-Scholes model with trinomial tree model. The significant

inputs to the models were as follows:

A RBE-_ZE-N\FMRERERZITE
TABIERBAZRBERARE ZER
E ERETHHE-ZE-N\FLtA=1TAK
—E-N\Ft+Z A=+ —BERBEENAM
HKr-ERiTHgcEEIL ="K E
BRETZEEGE - ZSFEM ZERGA
BT

31 December 30 July

2018 2018

—E-N\F —E-N\F

+=—A=+-—H tA=+H

Spot price (HK$) BEEGET) 0.0420 0.1280
Risk free rate L B A 1.6993% 1.7970%
Expected option period (year) TEHAERRE BARR (5F) 1.58 2.00
Expected volatility TEERR 1R 56.1591% 54.3300%

The gain on change in fair value of embedded derivatives of the
convertible loan notes for the year ended 31 December 2018 of
HK$235,353,000 (2017: loss of HK$52,429,000) and amortisation
of deferred day one gain of HK$620,000 (2017: Nil) were recognised
as “Change in fair value of derivative component of convertible
loan notes” in the consolidated statement of profit or loss, of which
HK$210,474,000 were held at the end of the current reporting
period. The related interest expense of the liability component of
the convertible loan notes for the year ended 31 December 2018
amounted to HK$70,190,000 (2017: HK$55,260,000), which was

calculated using the effective interest method.

BHE_Z—\H+_A=+—HIFE"
RRERZRERARNTEIEAFES
B) 2 4 25235,353,00008 7T (—ZF —+ F
155 1852,429,0007% 7T ) R # IR & B =
620,000 T (Z T —+F: B)REEBEE
RERR [ATRRERZBETETIAESHZA
FEZS] - HH210,474,0008 7T Jh A A
EHABE-HE-_T - \FE+=_A=1+—
BIEFE THRREREERABLH 2EH
BB X /70,190,000 T (Z & — £ F -
55,260,000 70 )  ThER A EBE RIS EHH -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

26. SHARE CAPITAL 26. B A<
Number of shares Share capital
RAER BRA&
2018 2017 2018 2017
—E-N\E “E4E —E-N\E ZE—+F
HK$’'000 HK$'000
THET FAR
Ordinary shares EBR
Authorised: ERE
At 1 January = =| 20,000,000,000  196,905,061,616 2,000,000 1,969,051
Share subdivision (Note a) B34 (M) 180,000,000,000 - = -
Share consolidation (Note c) Bt &4 (Fizke) - (177,214,555,455) = -
200,000,000,000 19,690,506,161 2,000,000 1,969,051
Increase i - 309,493,839 - 30,949
At 31 December Rt=A=t-# 200,000,000,000  20,000,000,000 2,000,000 2,000,000
Issued and fully paid: BETRAR:
At beginning of the financial year BB AR 7,096,746,300  72,967,463,002 729,675 729,675
Issue of shares upon: AT 2BEETRG
Share consolidation (Note c) Bt &4 (Fizkce) - (65,670,716,702) = -
Conversion of convertible HRTARERZE (M)
loan notes (Note b) 14,285,714 - 1,428 -
Share reduction (Note a) BEIEAGEEY - - (657,993) -
At the end of the financial year RIBFEERE 7,311,032,014 7,296,746,300 73,110 729,675
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

26. SHARE CAPITAL (CONTINUED)

Notes:

a.  Pursuant to a special resolution passed by shareholders at the special general
meeting had on 31 October 2018, capital reorganisation was completed by
way of (i) a reduction of the issued share capital of the Company through a
cancellation of the paid-up capital of the Company to the extent of HK$0.09
on each of the issued existing shares so that the nominal value of each issued
shares will be reduced from HK$0.10 to HK$0.01; (i) a subdivision of each
authorised but unissued existing shares of HK$0.10 (which shall include the
authorised but unissued share capital resulting from the capital reduction) into
ten new shares of HK$0.01each; and (jii) a transfer of the credit arising from
the capital reduction to the contributed surplus account of the Company.

Upon the capital reorganisation taking effect, the authorised share capital will
be HK$2,000,000,000 divided into 200,000,000,000 new shares of HK$0.01
each, of which 7,311,032,014 shares issued. All ordinary shares rank equally
with regard to the Company’s residual assets.

b.  On 18 January 2018, a holder of 2013 Convertible Loan Notes A converted
principal amounts approximately HK$10,000,000 into 14,285,714 ordinary
shares of the Company.

c. Pursuant to an ordinary resolution passed by shareholders at the special
general meeting had on 25 August 2017, the share consolidation of every ten
issued and unissued shares of HK$0.01 each into one consolidated share of
HKS$0.1 each became effective on 28 August 2017.

Upon the share consolidation taking effect, all the authorised but unissued
share capital of the Company, which included (i) the authorised but unissued
convertible preference shares (class A) of HK$0.1 each in the share capital
of the Company; (i) the authorised but unissued convertible preference
shares of HK$0.01 each in the share capital of the Company; and (i) the
fractional new shares arising from the share consolidation, were cancelled
in its entirely. The authorised share capital of the Company was increased
to HK$2,000,000,000 by creation of such number of additional new
shares. Immediately before the share consolidation, there was 547,638,384
convertible preference shares (class A) and 2,547,300,000 convertible
preference shares.

26. |2 (#8)
GEE

REBRRR=_Z-—N\F+A=+—RA8TZ
BREFHAIAE ERBZEHAIAZR  ARAR
T ARFTERBAEH: ()EIRARF 23
TRA FERFBEARREREBETEERN
ZHBRERA0.09B T I EFREETRGZ
H{EMO0.10/8 LR E0.018 7T ¢ (i) iS B EE
010 Z AT BABEITRARSG (RERAK
RNEPRMEEZETERBETRA)FAL T
A% 5 AR E1E0.018 70 2 3T A% + R (iii) 48 AR A< Bl Ak
FEAZERERZANABARBIR

RBREAEAERE  ZFEREER
2,000,000,000/ 7T * 57 AR EE0.01EITTZ
200,000,000,000/% ¥ i% * & #7,311,032,014
RRH BT - RARAFBEENS A
Limk=ARSHAL

RZE—N\F—A+N\B AE=ZT—=47
R B REERFE A 410,000,0005 7.2 7
SR 514,285 T1AR AR A B X @A o

BERRR-Z—LFNAZTHEARTZHR
RERAREG LBBZ ERRER STRER
EE0.0VBTTZ BEEITRARBETROAH R —
EREEC VETLZ A F R 2Rt & HF R
ZE—tEFNAZFNBEXR-

RIRDEFERE 2EFEAARMEEE
BRETRA  BENARBDRATGREE
01T 2 EEBREITARRELR (AF)
(i) AR R BRAF GREE.OVEILZAEER
BITAIRREB R RO AHELE 2T
R o R QD RLEERANFE L L X SHINTR
8 - # H1ZE2,000,000,000/ 75 BERD A
B R - AN B B 547,638,384 0% AT 1 f% 2 4 A%
(Af8) %.2,547,300,000% AT #2 5% 48 5 A% o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

27.PROVISION FOR RESTORATION, REHABILITATION AND  27. k& - B E R R IE AR AN B 1

ENVIRONMENTAL COSTS
HK$’ 000
FHET
186 At 1 January 2017 R-—ZT—+&—A—8 66,682
Imputed interest expense (Note 8) HEFBRAX (His) 2,937
Exchange realignment bE i A 5,308
At 31 December 2017 and 1 January 2018 RZE—tF+_A=+—RAK=ZT—N\F—HA—H 74,927
Imputed interest expense (Note 8) HEFBRAX (His) 3,276
Exchange realignment ME 5 5 2 (3,924)
At 31 December 2018 RZZT—N\F+ZA=+—H 74,279

[

The restoration and rehabilitation works will be performed in the years REREEZTERR -T2 %N
TEET-BEDREBRFNENT41%E

6.96%r1 H 2 # $5 A AN FIJ B

from 2022 to 2040. The provision is carried at amortised cost at

effective interest rate ranges from 4.1% to 6.96% per annum.

28. DEFERRED TAX LIABILITIES 28. EEBIEAE
AEERAETEZETCHEREEH 0

current and prior years: T

The following is the movements of deferred tax liabilities during the

Mining rights

BRuE

HK$’ 000

FHET

At 1 January 2017 RZE—tF—H—H 1,795,426
Charged to profit or loss (Note 10) Bi8&E ik (MEE10) 233,041
Exchange difference IE 3, 5 138,392
At 31 December 2017 and 1 January 2018 RZTE—+tF+A=+—BE=ZZE—\F—A—H 2,166,859
Credited to profit or loss (Note 10) st AERE (FFEE10) (748,611)
Exchange difference fEH =% (113,447)
At 31 December 2018 R-_E—N\E+=_A=+—8 1,304,801

R-F—tER_F-NF+A=+—
B RENAEETIZEEANEERERED
BERBREIRERERED -

As at 31 December 2017 and 2018, deferred tax liabilities mainly
comprised of the impairment loss or reversal of impairment loss on

mining rights of the Group.
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For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

28. DEFERRED TAX LIABILITIES (CONTINUED) 28 REEBIREE (&)

At the 31 December 2017 and 2018, the Group had insignificant
unused tax losses. No deferred tax asset has been recognised in
respect of the tax losses due to the unpredictability of future profit

streams.

Under the Tax Law of the Cambodia, withholding tax is imposed on
dividends in respect of profits earned by the Cambodia subsidiaries.
As at 31 December 2018, deferred taxation has not been provided
for in the consolidation financial statements in respect of temporary
difference as the Group is able to control the timing of the reversal
of the temporary differences and it is probable that the temporary

differences will not reverse in the foreseeable future.

Under the New Enterprises Income Tax Law of the PRC, withholding
tax is imposed on dividends in respect of profits earned by the PRC
subsidiaries from 1 January 2008 onwards (the “Post-2008 Earnings”).
As at 31 December 2018 and 2017, deferred taxation has not been
provided for in the consolidation financial statements in respect of
temporary difference attributable to the “Post-2008 Earnings” as the
Group is able to control the timing of the reversal of the temporary
differences and it is probable that the temporary differences will not

reverse in the foreseeable future.

RZE—tFR-ZZFE-NF+_A=+—
B AEENAPARBERITTEN -BHR
oK B T8 HA R A s I SROR - B b W sk A B AR
BHEBERAELEHIEEE-

IR R IRTUE - B B RIE IR B A )P aR
BUR M 2 BB AMMBEHH - R T —N\F
TZAZ+—H AEET AR ERHEZER
FEMBWMERFHREERARE REZAR
SEEERHBEODEREZEZER BARY
s 2 5B N K AT RE R A R R R B

BREHBEHEEMEHE ARTPENEL
ARZEENF-A—BRARIAETF ([=
ZENFRAN]) 2B EBRATENH -1
B2 NERZFB—+F+-A=+—8"
AREBEW AR [ —FTNFREN | wRZE
B Z5E - NER A M MR EH RSN B RS
[RERAE B ES RO TR R 2B
BAMEREFR N AARENA R AR EED -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

29. IMPAIRMENT OF MINING RIGHTS, PROPERTY, PLANT

AND EQUIPMENT

Impairment testing of mining rights, property, plant and
equipment in relation to mining operation

In 2018, the Directors considered (i) decrease in gross profit ratio of
coal mines business; and (ii) change of production schedules of certain
coal mines. In the opinion of the Directors, impairment indications
existed as at 31 December 2018 due to the deteriorated financial
performance and change of production schedules of certain coal

mines.

For the purpose of impairment testing, the assets and liabilities of the
Group’s mining operations were allocated into five cash generating
units (“CGUs”) namely Bolong, LIFaEREHERE L EREXBR
A#] (“Liaoyuan”), Xinfeng, ILFERE R EHEEEHIEBEREBR QA
(“Fuchang”) and IR REHEE LRt LEBERAF (“Uinxin?),
which represented five subsidiaries in the mining operation segment to

determine their recoverable amounts.

The recoverable amounts of the five CGUs in the mining operations
CGUs were determined from value-in-use calculation. Their recoverable
amounts are based on certain similar key assumptions. The
management of the Group prepared cash flow forecast derived from
the most recent available financial budgets approved by management
and cash flows beyond 5-year period were extrapolated using 3%
(2017: 3%) growth rate over nine to eighteen (2017: nine to eighteen)
years which does not exceed the long-term growth rate, assuming the
extension of mining licenses is available and administrative in nature.
In preparing the forecast, management made reference to the latest
verified levels of mineral reserves presently verified and the production
cost projection and the future production capacity according to the
technical report issued by John T. Boyd (“‘JT Boyd”) dated as of 28
February 2017.
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20. RIERE VR -MERRERE

RERREB AR ZREE ¥
X -BERRERENR
R-T— N\ EFRBIRTEBEANET
B RVE TRBOAESHERZD - B2
B ERNE TRENS BRABLREES
MERNEEH R-FT-—N\Ft-A=t+—H
BERETR -

HRBENAME AEEREXEBZEER
BEokEnlERcELEN ([(REeELE
fizl)  BNdA%E LR REH & B & XEIR
BREBRLDB (MER])  BE - WARKE
HERHXEEREERAR ([EE]) ki
ARREHEBRLHXELSEARAA ([£
B RERRBEEBHIHZARME LR
IAREE H AT W Bl 58

REXBHReELSENTLERSELE
frzrfmeBREREEFEEIEE &
RO EIREBEE TRUEIERRETE -
FEBEERBRCINKERASIEZ Y
BREARHERSAEEN BERFHREZ
ReRBREI% (ZF—tF:3%)EREK
(TEBBRMERE)EENETNF (=
T—tFAETN\F)HE ERRIKRE
AR ENEMEESNBTREE -EE AR
SLEHYTIHRRR ([JTHE]HHZEH
RIT-EF AT N\BZRMRERE
BOBEZ A EREBmDRENRT  EEX
ARTRR B R PR EE e AR B TR o



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

29. IMPAIRMENT OF MINING RIGHTS, PROPERTY, PLANT
AND EQUIPMENT (CONTINUED)

Impairment testing of mining rights, property, plant and
equipment in relation to mining operation (continued)

The key assumptions for the value-in-use calculation are those
regarding discount rates, anticipated changes to future selling prices,
production costs, anticipated changes to future market supply and
demand conditions, and anticipated production capacity, as follows:

- Management used a discount rate which was derived from the
Company’s cost of capital, representing the expected return
on the Company’s capital, and assigned the following pre-tax
discount rates to each mine approximately at:

Bolong fhEE
Fuchang Ba
Jinxin 5B
Liaoyuan ER
Xinfeng Zi&

29. %T;g% MR BERRERE

ERBEREEHEZRERE Y
X BERREBRENR (&)
EREBGEERAZEERRSREE
B RRERENSE  EERA KA
HERARAEDRAMELE BT

— ERABMARRKRRARFERKRA
(AIARARER 2 BHER) K& T 5 & @
Ml 2 B EMAORA R REE

2018 2017
—E-N\F —T—LtF
% %

18 21

24 27

19 24

19 22

N/AT i F 24

—  Future selling prices were estimated with reference to existing and
past quoted commodity prices in the mining industry.

—  Future production costs were derived in accordance with feasibility
reports issued by JT Boyd with reference to the mines’ preliminary
design report and current industry cost indicators.

—  Future production capacity estimation was made in accordance
with the feasibility report issued by JT Boyd dated 28 February
2017 (2017: 28 February 2017).

~ AREESERERBEBEDRGE
fisto

- ARREERATIRIBITHEHE L 2 AT
EHREX2ERE 2 ZNRAWMERE
RITTERRARRAE -

— RAREREBRBITHEEZFLHZAHA-Z
—tF A+ NR)ZATERE R
e
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29. IMPAIRMENT OF MINING RIGHTS, PROPERTY, PLANT

AND EQUIPMENT (CONTINUED)

Impairment testing of mining rights, property, plant and
equipment in relation to mining operation (continued)

As extracted from Greater China’s valuation reports for the recoverable
amounts as at 31 December 2018 and 2017 (the “Valuation Reports”),
the recoverable amounts of the relevant mining operations CGUs are

determined as follows:

Bolong fABE
Liaoyuan R
Xinfeng Z1&
Fuchang 128
Jinxin v

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

20. RIRRE MR -MERRERE

(%)
RERBERETHEIREE Y
X BERRERENR (&)
BMmEEGERS ([EERS]) AR -F
—NERZE—tFtZA=+-RZAK
D% AEREERREE E B2 AT
meEEEAT

31 December 31 December

2018 2017
—E-N\F —E—LtF
+=A=+—-8B +ZA=+—8
HK$’000 HK$’000
FHExT FAET
4,082,106 4,693,342
1,688,478 1,882,968

- 2,149,140

1,034,439 1,552,767
939,445 1,011,576

The recoverable amounts of the relevant mining operations CGUs were
lower than their carrying amounts as at 31 December 2018 (2017:
the recoverable amounts of the relevant mining operations CGUs
exceeded their carrying amounts). The Directors were of the opinion
that, based on the Valuation Reports, impairment loss for the mining
operations CGUs had occurred during the year ended 31 December
2018 (2017: reversal of impairment loss). These impairment loss (2017:
reversal of impairment loss) were allocated to the assets of the CGUSs,
except for goodwill, pro rata with their carrying amounts. Accordingly,
the carrying amounts of the mining rights were decreased to
HK$6,018,475,000 (2017: HK$9,492,873,000) and carrying amounts
of property, plant and equipment decreased to HK$1,725,993,000
(2017: HK$1,796,920,000) under the mining operations. The amounts
for impairment loss (2017: reversal of impairment loss) on mining rights
and property, plant and equipment are disclosed in Note 16 and Note
15 respectively. The impairment losses made in 2018 were attributable
to the deteriorated financial performance and change of production
schedules of certain coal mines.
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ST -BUEFERERBEERRSELEMN
ZREEBE (ZT—tF OREHERD) -
ZEREEE(ZT—tF  REBRERD)
REMELOSEERSEE S (FEK
SN 2 BE - FL - RRIBE R TERIEE 2 BRE
EEH £6,018,475,0008 7 ( — T —t &
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For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

20. RIRRE MR -MERRERE

29. IMPAIRMENT OF MINING RIGHTS, PROPERTY, PLANT

AND EQUIPMENT (CONTINUED)

Impairment testing of mining rights, property, plant and
equipment in relation to mining operation (continued)
During the year ended 31 December 2018, the impairment provision
on property, plant and equipment of Bolong, Xinfeng, Fuchang and
Jinxin were HK$46,552,000, HK$96,034,000, HK$143,704,000
and HK$14,479,000 respectively (2017: reversal of impairment
loss of HK$90,408,000, HK$19,920,000, HK$71,385,000 and
HK$47,848,000 respectively) while there was reversal of impairment
loss on property, plant and equipment of Liaoyuan of HK$22,077,000
(2017: impairment loss of HK$49,527,000).

During the year ended 31 December 2018, the impairment
provision on mining rights of Bolong, Xinfeng, Fuchang and Jinxin
were HK$408,240,000, HK$1,984,337,000, HK$202,318,000
and HK$25,114,000 respectively (2017: reversal of impairment
loss of HK$690,496,000, HK$313,562,000, HK$138,613,000 and
HK$130,230,000 respectively) while there was reversal of impairment
loss on mining rights of Liaoyuan of HK$48,999,000 (2017: impairment
loss of HK$161,095,000).

(#&)

HRBEXEBERZRKBEE - Y
X BERZBRENR (&)
HE_Z—-N\FE+_B=+—BILEE"
B B BERSEZVE -KE
R # 2 R EREED R /46,552,000
7T+ 96,034,000 7T * 143,704,000/ 7Tt &
14,479,000 c (ZZE—tFREKIE
1 [2190,408,000% 7T * 19,920,000 T *
71,385,000/ 7T 247,848,000/ 7T.) * M 5k
BERz2UE BERREZREBERD
522,077,000 T (ZE—tF REEIE
49,527,000/ L) °

BE-_T—)\F+-_A=-+—HLFE #
EE B FERSEBEZRBEEZRER
& 9 5l 5408,240,0007 7t * 1,984,337,000
7 7T + 202,318,000 7T K&.25,114,000/% 7T

Z T — -t F R EE 1B # E1690,496,000/%
JT ~ 313,562,000/ JT. + 138,613,000/ It &
130,230,000/ 7T ) » M Bt E IR 2 TRIE#E 2
5L 1B JE5 18 $ [B] 548,999,000/ 7L (=2 —+
F R{ER518161,095,000/8 7T )
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

30. DISPOSAL OF SUBSIDIARIES
For the year ended 31 December 2018

On 12 January 2018, a wholly-owned subsidiary of the Company (“the
Vendor”) entered into a sale and purchase agreement with a company
which is ultimately controlled by Mr. Zhang, the ultimate controlling
party of the Company (“the Purchaser”), pursuant to which the Vendor
has conditionally agreed to sell and the Purchaser has conditionally
agreed to purchase the entire 100% equity interest in it's subsidiary,
Rong Xin Finance Limited, for a consideration of HK$1,880,382. The
disposal was completed on 12 January 2018. The net liabilities of the

subsidiary at the date of disposal were as follows:

30. HEME AR

Bz—_F-N\F+=-HA=+—H
LtEE

RZE—N\F—A+=ZH XRR—Hz2E
MEBAR ([Eh])RB—MBADAREER
FREESKEERZ AR ([BHF 1) —
BEpHE Bt BHFEAERERAEHEME
FEEBRHERAZEEEANBRARREHBE
PR B HI100% R4 - (8 /51,880,382 7T °
ZHEERZZT—NF—A+=ZBEK R
HEHRMBAR BEFHEMAT:

On the
completion date
R B
HK$'000
FAET
Net liabilities disposed of: EHEAEFE:
Prepayments and deposits BRNRERES 1,206
Cash and bank balances RE RIBITES 154
Amount due to an immediate holding company BN —REZEERAQF (11,535)
Other payables and receipts in advances H i 5 5/ I8 I A WK TE (30)
(10,208)
Total consideration BRE 1,880
Net liabilities disposal of EHEAEFE 10,205
Assignment of amount due to a group company ~ EEEMN —EEERQ (11,635)
Gain on disposal of a subsidiary (Note 7) HE— M E ARz W (HEE7) 550
Satisfied by: B TER:
Cash Re 1,880
Analysis of the net inflow of cash and RHE—HMBRRZ
cash equivalents in respect of RekBeEEMZ
disposal of a subsidiary: MAFRED T
Cash Re 1,880
Less: cash and cash equivalent balances BEHERS A EEMES
disposed of (154)
1,726
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For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

30. DISPOSAL OF SUBSIDIARIES (CONTINUED)

30.

For the year ended 31 December 2017

On 21 June 2017, a wholly-owned subsidiary of the Company

(“the Vendor”) entered into a sale and purchase agreement with

an independent third party (“the Purchaser”), pursuant to which

the Vendor has conditionally agreed to sell and the Purchaser has

conditionally agreed to purchase the entire 100% equity interest in

its subsidiaries, Topasia Computer Limited and its subsidiaries, for a

consideration of HK$35,724,274. The disposal was completed on 27

HEMB QT (&)

BE-Z—tF+=-A=+—H
LtEE

RZZE—tF R A=-+—8 £K2F—H2E
MBAR(TEFE—EZBIYE=F (I8
FDRIA—mEERE Bt - BEFEHEK
HRAZHEMEFEERHAZREENE
AR EEMER DA RENBRRA100%
BefE - (RIE/A35,724, 2748 L - RHEBE R =
T—tFRAZTEREX R EE BB

June 2017. The net liabilities of the subsidiary at the date of disposal BARZABEFHENAT:
were as follows:
On the
completion date
RER B H
HK$’000
FAT
Net liabilities disposed of: BHERETH:
Property, plant and equipment MmE - HEREE 200
Inventories FE 3,844
Trade and other receivables B 5 & EH Ath FE WK IE 37,597
Amount due from a fellow subsidiary EY —FERZMEB AR HIE 72
Cash and bank balances RE RIBITES 7,581
Amount due to an immediate holding company BN —HEZEERATRIE (22,282)
Amount due to a former fellow subsidiary B —RRRZRWB A RKIE (5,755)
Trade and other payables B 5 RE A ERHRIE (47,157)
Tax payable IR (2,523)
(28,423)
Total consideration wIRE 35,724
Net liabilities disposal of EHEAEFE 28,423
Assignment of amount due from group companies & 3% & Ik &= B A 7] FIE 18,876
Assignment of amount due to group companies & 3 fE {1 S [E A B FIE (49,012)
Exchange reserve 0 5 4 7,863
Gain on disposal of subsidiaries (Note 7) HENB ARz M (M) 41,874
Satisfied by: B TER:
Offset with the Purchaser’s current account LER 2 AREFEE 35,724
Analysis of the net outflow of cash and RLEEWNBARZ
cash equivalents in respect of RERBEEFED2
disposal of subsidiaries: RS AT
Cash B& -
Less: cash and cash equivalent balances B EBLHERERACEEMEL
disposed of (7,581)
(7,581)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

N.EABAIRS

B e BRREMBYARENR S KR
BN AEERFNGREB DRI ZIAT

31. RELATED PARTIES TRANSACTIONS

In addition to the transactions and balances disclosed elsewhere in the

consolidated financial statements, the Group entered into the following

significant transactions with related parties during the year: BEARS:
194 Transaction with E XM &4 KEFMERZEBR A F: BEERMeF RERMEREBR AR
2R
2018 2017
—E-N\F —E—F
HK$’000 HK$'000
FERT THET
Rental expense paid EfEeHX 2,702 -

ARREEREIFEREETAERT 4K
EFHMERBEERARZES-

Mr. Zhang a director and chairman of the Company is also a director of
mRMEF REFHEREGRAR -

Compensation of key management personnel FTEEEBEAESHE
The remunerations of the Directors and other members of key FN EBEEZREMETEEEEKE Z2FM®M
management during the year were as follows: Ik
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FET FAT
Short-term benefits SRR 6,620 10,320
Post-employment benefits BHEER 98 87
Share-based payments B 17 158 3% 4,335 8,780
11,053 19,187

EEREMTIZERERNEZFMEFMNE
BEREARBERTSEBEEE -

The remunerations of Directors and other members of key
management were determined by the remuneration committee having

regard to the performance of individuals and market trends.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

32. MAJOR NON-CASH TRANSACTIONS

(@

During the year ended 31 December 2017, the Group disposed
certain property, plant and equipment amounted to approximately
HK$427,000, of which the consideration from such disposal
transaction was offset with other payable due to the purchaser.

During the year ended 31 December 2018, the Company issued
2018 Convertible Loan Notes A and B of which the principal
amounts of these two convertible loan notes were offset by the
other loans (Note 25).

33. COMMITMENTS

At the end of the reporting period, the Group had the following

commitments:

(a) Commitments under operating leases

The Group as lessee

The Group’s leases certain of its office premises, lands for
coal mines operations and staff quarters under operating lease
arrangements. Leases for properties are negotiated for a term
ranging from two years to three years and rentals are fixed.
Certain leases for lands for coal mines operations are negotiated
for a term ranging from ten years up to the end of the coal mines

operations.

At the end of the reporting period, the Group had commitments for
future minimum lease payments under non-cancellable operating

leases which fall due as follows:

R.EIEFRERS

(8 REBE=ZE—tF+=-A=+—HLHF
B AEBEELH427,0008 T2 HETY
¥ BEARE BRALEXSHZRER
H e B 5 SRIEE

b) REE=ZZ—/\F+_A=+—HLHF
B AR BITABERBE-_T— N\FA
BBRERZE EPZSEMBETERE
REEZASEWEMETIKE (M
25) °

33. A& E

REREHIR - AEB A T &AE:

(a)

REREAE
REBEREBEA
FEEREELBERHBEETRT
B HEREEZANTBRET
BE - NERRATAMFE=FTE
YR EERS - HABEE LM E
FRODHNF+FERBE LB R
PR -

R|EHR AEBREBE T HHELE
HEAE AT HE I 2 KRR FEE 2 A
BT

2018 2017
—E-N\F —T—tF
HK$’000 HK$’'000
FERT FHET
Land and buildings: T i RIEF

— within one year —— &R 13,754 6,650

- in the second to fifth years inclusive —E_FFERF
(BEERMF) 33,692 2,435
— over five years —5Sa a2 B e 18,825 160
66,271 9,245
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

33. COMMITMENTS (CONTINUED)

33. A (&)

(b) Other capital commitments

Contracted but not provided for BRI 4B R B
in respect of:
— acquisition of property, plant and

equipment

—KREME BE &

(b) HAthEAREE

2018 2017
—E-N\F —T—+tF
HK$’000 HK$'000
FTEx TET
&
755,162 331,903

34. SHARE-BASED PAYMENT TRANSACTIONS

Equity-settled share option scheme of the Company:

The Company’s share option scheme (the “Scheme”), was adopted
pursuant to a resolution passed on 28 May 2015 for the primary
purpose of providing incentives to directors and eligible employees
and loan arrangement with an independent third party (the ‘Lender’),
and will expire on 27 May 2025. Under the Scheme, the Directors may
grant options to eligible employees, including Directors and directors of
its subsidiaries, to subscribe for shares in the Company.

Options granted must be taken up within 28 days of the date upon
which it is made provided that no such offer shall be open for
acceptance after the earlier of the 10th anniversary of the date of
adoption or the termination of Scheme or the participant to whom such
offer is made has ceased to be a participant.

A non-refundable nominal consideration of HK$1.00 is payable by the
grantee upon acceptance of an option. An option shall be deemed to
have been accepted when the duplicate letter comprising acceptance
of the option duly signed by the participant together with the said
consideration of HK$1.00 is received by the Company. The exercise
price is determined by the board of directors at its absolute discretion
but in any event will not be less than the higher of (i) the closing price
of the shares as stated in the daily quotations sheet of the Stock
Exchange on the date of grant, which must be a business day; (i)
the average closing price of the shares for the five business days
immediately preceding the date of grant; and (iii) the nominal value of
the share on the date of grant.

GREEN LEADER HOLDINGS GROUP LIMITED e #%%81Z R &= EE R A 7
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M. BROXNARS

ApmlzEmcERRES:
ARARRER-F-HFEA-/\RBB
ZRBMBRABRE B ([Z38)) £ B
EhEERAAREAURBYE=) ([H
RADTUERZH 2 20 R -F-F
FHEA-TCARN - RIERH B BETM
AAREE (REEERANBARZES)
B ARBAD A 2R -

EREZBREVANGORZEH AL
28E AR A2 TER A& EIR
ME R RIOBEE 2 Bl &KLY
B 28N 2RETHER2EE L
B (ABRRESE)RIDAT MR-

RN RN A O R S .00 T2
ROEZFERE-BARBAKRZBRELZR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS U ROZINXRS (&)

(CONTINUED)

Equity-settled share option scheme of the Company:
(continued)

On 14 July 2015, share options to subscribe for 825,000,000 ordinary
shares of HK$0.01 each in the share capital of the Company were
granted to certain individuals. During the year, 16,000,000 options
were lapsed, and as at 31 December 2018, 45,900,000 options
remained outstanding (2017: 61,900,000 options).

On 29 May 2017, share options to subscribe for 729,674,000 ordinary
shares of HK$0.01 each in the share capital of the Company were
granted to Mr. Tse, an executive Director and the chief executive officer.
At 31 December 2018 and 2017, 72,967,400 options (after adjustment

on share consolidation) remained outstanding.

Due to the share consolidation (Note 26(c)), the exercise price of the
share options granted on 14 July 2015 was adjusted from HK$0.15
to HK$1.5, whereas the exercise price of share options granted on 29
May 2017 was adjusted from HK$0.0352 to HK$0.352.

On 2 November 2017, share options to subscribe for 58,373,970
ordinary shares of HK$0.1 each in the share capital of the Company
were granted to an employee. At 31 December 2018 and 2017,
58,373,970 options remained outstanding.

On 24 May 2018, share options to subscribe for 20,000,000 ordinary
shares of HK$0.1 each in the share capital of the Company were
granted to a consultant. At 31 December 2018, 20,000,000 options

remained outstanding.

AR ZERFEEERETE:

(&)

RZZ—AFEA+WMAB - ARFERETA
T A R AR 2§ AR 2 $1825,000,0008%
BREEC.01E T LBl BRE - FR -

16,000,000 FE R IEE KB RN —F — \F
+=A=+—8" 45,900,000 & B ) &
7718 (= F —+ 4 :61,900,00017 B A 4E )

RZE—tFRAZ+TNAEB ARRIAHNT
ERRTRAKB EER L TREARQ AR
ARF729,674,0008% FARE{EO0.01 T 2 Eil
BRBERE RZE-N\FRZZ—tF+=
A=+—H8"72,967,4001) B (LA D
EOHEL AR DRITE-

Bk & of (HiEE260)  RZT—hFtA
THOARHZBEREZITHRED H0.1658TT
AE/EET MR-_Z—tFRAA=-TAH
P&z BB 21T ERIH0.0352/8 T
#/50.3528 7T

RZE—+F+—AZH ARFAR—HRE
BN A REA QAR AH58,373,9700%
BREMBEOABT 2 EBR 2 ERE- R
T-NERZZF—+tF+_A=+—H"
58,373,970 B IRIE ) R 1TE ©

RZE-NFREAZTHEAB REARARK
ZXH120,000,0000% & 1%20. 178 7T 89 & i ik 2 g
BREERT —BEM-R_T—NF+=A
=+—H " 20,000,000 B A AEIARITIE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HZE =%

34. SHARE-BASED PAYMENT TRANSACTIONS
(CONTINUED)

—NEH=A=+HLEFE

MRS (&)

Equity-settled share option scheme of the Company:

(continued)

Details of specific categories of options are as follows:

Option granted on 14 July 2015

Grantee

ERA

Directors

B2

Directors

Bz

Senior Management &

Employees

BREEELRE

Senior Management &

Employees

BRERENER

The Lender

B3

el

A

The Lender

XA

Employees

E&

Vesting
proportion

EBLH

17%

17%

9%

9%

1%

1%

46%

Vesting
period

BES

14 July 2015 to
13Juw2016

ﬁﬁtﬂ+@5i

—E-REtA+=H

N/A

@R

14 July 2015 to

13July2016
—EFtATHMEZRE
ZE-R"ELA+=H

N/A

14 July 2015 to

13July 2016
—hE+ATEAEZE
ZE-AE+tA+=R

Exercisable
period

14 July 2015 to
13 July 2025
7£¢tﬁ+@51
,jfﬁﬁtﬂ+ A

14 July 2016 to
13 July 2025
ZE-RELATHAZE
i =

14 July 2015 to
13 July 2025
“T-AFtATHmAEZE
“Z-RELA+ZH

14 July 2016 to
13 July 2025
—Z2-R"FtRAtHEAEZE
ZT-RELAT=R

14 July 2015 to
13 July 2025
“Z-RF+tAtWEZE
“Z-REEA+TZA

14 July 2016 to

13 July 2025
—RNELATEBEZE
,j,ﬁitﬂ+ =

14 July 2015 to

13July 2025
—hEtAtmAE
_7_£¢tﬂ+ =

GREEN LEADER HOLDINGS GROUP LIMITED e #£%81ZREEHR A &
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RARzESREEBRETS:

(&)

BRE 2 ARARFHENT

R-E-AFtATHBERHZERE

Exercise
price

T8
HK$
BT

0.15

0.15

0.15

0.15

0.15

0.15

Exercise
price
(adjusted)

THE
(ERg)
HKS
BT

1.5

1.5

1.5

1.5

1.5

1.5

14

Fair value

at grant date
(adjusted)
REHBHZ
AVE
(BRE)
HKS

BT

0.815

0.831

0.453

0.575

1.051

1.051

0.453



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS

(CONTINUED)

Equity-settled share option scheme of the Company:

(continued)

Option granted on 29 May 2017

Grantee

ARA

Director and
chief executive officer

BERTRAH

Vesting

proportion

EELH

33.33%

33.33%

33.33%

Vesting
period

BE S

Immediately Vested

R EE

29 May 2017 to
28 May 2018
“Z—tFRAZTHBE
ZE-AFRAZTNRB

29 May 2017 to
28 May 2019
“Z—tFRAZTHBE
ZE-NERAZTNR

U ROXNARESE (&)

(&)

RARzESREEBRETS:

REE-—tFRA-TARREZBRE

Exercisable Exercise
period price
TEE &
HK$
AT
29 May 2017 to 0.0352
28 May 2027
—E-+FRAZTNAZE
ZEZtFRAZTNR
29 May 2018 to 0.0352
28 May 2027
—E-\FRAZTNAZE
ZEZtFRAZTNR
29 May 2019 to 0.0352

28 May 2027
“T-AFRA-tHHEZE
“T-+FRAZTNR

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &
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Exercise
price
(adjusted)

e
(RBE)
HKS
BT

0.3562

0.3562

0.3562

Fair value

at grant date
(adjusted)
REHBHZ
AYE
(RHE)
HK$

BT

0.192

0.192

0.196
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS M BOXARS (&)
(CONTINUED)
Equity-settled share option scheme of the Company: KARZEREEBRETE:
(continued) (&)
Details of the share options outstanding during the year are as follows: FREARITEBREFENT
200
Option granted on 2 November 2017 R-ZEB—tE+—A-HREZERE
Exercise Fair value
Vesting Vesting Exercisable Exercise price  at grant date
Grantee proportion period period price (adjusted) (adjusted)
RELAHZ
TEE AYE
ABA BELG BES TEH TEE (AE) (BRE)
HK$ HK$ HK$
oy BT BT
Employee 33.33% 2 November 2017 to 2 May 2018 to 0.368 N/A 0.11292
1 May 2018 1 November 2027
EE Z-t+E+-AZHE “Z-\$RAZHZE TEA
- \ERLA-H B e R =
33.33% 2 November 2017 to 2 May 2019 to 0.368 N/A 0.12552
1 May 2019 1 November 2027
—T—tf5+-HAZHZ “Z-NFHAZRE TEA
“T-NFRA-A B e R =
33.33% 2 November 2017 to 2 May 2020 to 0.368 N/A 0.13761
1 May 2020 1 November 2027
I B = “ZCTERAZHE TEA
ZZCZERA-H “Z_t+F+-A—H
Option granted on 24 May 2018
RIB-NFREA-THARHZBRE
Consultant 50.00% Immediately Vested 24 May 2018 to 0.35 N/A 0.08127
23 May 2028
B HEER ZE-\FRAZTHABE @A
“ZA\FRAZTZ=A
50.00% 24 May 2018 to 24 May 2019 to 0.35 N/A 0.08315
23 May 2019 23 May 2028
ZT-\FRAZTHEBEE ZE-NAFRAZTHABE @A
“E-NFRA=-T=A “ZE-N\FRAZT=R
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS

(CONTINUED)

Equity-settled share option scheme of the Company:

(continued)
Option granted on 14 July 2015

Outstanding
at 1 January
2018
RZB-N§
-A-H
HRTE
'000

Fih

Option granted on RZE-1% 61,900
14 July 2015 tATHEB
Rt 2 BiE

Weighted average METHTREE 15
exercise price

Outstanding
at 1 January
2017
it St
-A-H
HWRTE
'000

T

Option granted on RZZ-1% 807,000
14 July 2015 tATmA
Rtz ERE

Weighted average MELHTEE 0.15
exercise price

Granted
during year

FREH
000
Th

Granted
during year

EREH
000
Th

Exercised
during year

i
'000
i

Exercised
during year

ERTE
000
T

34.

Lapsed
during

the year
(before
adjustment)

£
(BE)
‘000
T

(16,000}

Lapsed
during

the year
(before
adjustment)

ERKH
(%)
000
TH

(118,000)

RN RZ (&)

RARzESREEBRETS:

(&)

R-ZE-HFLtAtNARHZERE

Adjustment

a8
‘000
T

Adjustment

L]
000
TH

620,100)

1.35

Lapsed
during
the year Outstanding at  Exercisable at
(after 31 December 31 December
adjustment) 2018 2018
RZB-N§ RZZB-N\F
EREM tZRZt-B tZA=t-H
(BE%) e TFIE

‘000 '000 '000
T T T
(16,000) 45,900 45,900
15 15 15
Lapsed
during

the year Outstandingat  Exercisable at
(after 31 December 31 December
adjustment) 2017 2017
R-2-tE RIB-tE

ER%X tZA=t-B tZB=t-H
(HE%) MAMTE AFE
000 000 000
T Th Th
(7,000 61,900 61,900
15 15 15
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS M. ROAXZMARXEZ (&)
(CONTINUED)
Equity-settled share option scheme of the Company: ARRzEREEERES S
(continued) (&)
Option granted on 29 May 2017 and 2 November 2017 R-ZEB—tHFREA-TARBER=ZE—LHF
202 T—HAZBERHZERE
Outstanding at
31 December
2017,
1 January
Forfeited 2018and  Exercisableat  Exercisable at
Outstanding at Granted Exercised during 31 December 31 December 31 December
1 January 2017 during year during year the year Adjustment 2018 2017 2018
RZZ-t§
tzA=t-8"
Z3-0\%
-B-BR
R-E-tF “2-NE O BoR-tE RCE-NE
-A-8 tZB=t-B +ZAZ+-B tZB=t-H
HATE EREH ERR ERRY L] HASTE Ehikird EEiiN3
'000 000 000 '000 '000 '000 '000 '000
T T T T T T T T
Option granted on 29 May 2017 RoB-t# - 729,674 - - (656,707) 72,967 24,30 48640
RA-thA
it ERiE
Option granted on 2 November 2017~ R=F—+% - 58,374 - - - 58,374 - 19,456
t—-AZH
it ERiE
Weighted average exercise price MEFSER - 0.0352 - - 0.3168 0.352 0.352 0.352
(for option granted on 29 May 2017) (FR=B-t&
BAZTABRIEZ
BREME)
Weighted average exercise price METEE - 0.368 - - - 0.368 0.368 0.368
(for option granted on (FR-F-tF
2 November 2017) T-RZBRiLZ
EREmE)
Option granted on 24 May 2018 REZB-—NFEA-+THARHZBRE
Forfeited Outstanding at  Exercisable at
Outstanding at Granted Exercised during 31 December 31 December
1 January 2018 during year during year the year Adjustment 2018 2018
RZB-NEF RZB-NE  RIB-N\F
-A-H t=A=t-B t=A=+-H
e FRRH FRTE FRRK #E HARATE TFIR
'000 '000 '000 '000 '000 '000 '000
T T T T T T T
Option granted on 24 May 2018~ R=Z—\fF - 20,000 - - - 20,000 10,000
AA=tHEA
Ritl 2 B
Weighted average exercise price  INEF 1T - 0.35 - - - 035 035
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

34. SHARE-BASED PAYMENT TRANSACTIONS M BOZIARS (&)

(CONTINUED)

Equity-settled share option scheme of the Company: ARTzEREEERES S

(continued) (&)

The estimated fair value of share options granted on 29 May RZFB—tFRA-TNE ZT—tF+—

2017, 2 November 2017 and 24 May 2018 were approximately AZRARZZE-N\FRAZ+HAELZ 203

HK$14,108,000, HK$7,317,000 and HK$1,644,000 respectively. The B 2 (5T A B R4 /14,108,0007%8

weighted average remaining contractual life is 8.08 years (2017: 8.95 JC ~ 7,317,000/ 7T }&1,644,0007% 7T ° A4 F

years). BT AL TFHA8.08F (ZE—+F:8.95
F) e

The Group recognised the total share based payment expense of REBEEZZT-N\F+ZA=+—HLFE &

HK$8,147,000 (2017: HK$8,780,000) for the year ended 31 December FEBRARFEE 2 BRERRERG M

2018 in relation to share options granted by the Company. f13%8,147,000% 7T ( =& —+ 4% : 8,780,000
BT e
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

34. SHARE-BASED PAYMENT TRANSACTIONS
(CONTINUED)

Equity-settled share option scheme of the Company:

(continued)

These fair values were calculated using The Black-Scholes pricing

model with Binomial Tree method. The inputs into the model were as

follows:

Weighted average share price mETHRE
Exercise price THE

Exercise price (adjusted) IR E (KHAE)
Expected volatility RHERE
Expected life REEH
Risk-free rate ERBAE
Expected dividend yield TREREE
Suboptimal factor REZEH
Directors £

Senior management and employees SRERERES
Consultant B

Expected volatility was determined by using the historical volatility of

the Company’s share price over the previous year. The expected life

used in the model has been adjusted, based on management’s best

estimate, for the effects of non-transferability, exercise restrictions and

behavioural considerations.
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U RBROXNARE (&)

APRRzEREEBREE
(%&)
ZERNTEIERMER — ﬁﬁﬁﬁﬁﬁﬁf‘ﬂ
BRRZEABAREBEFE R ZHA
BEBEOT
Options Options
Options granted on granted on
granted on 2 November 24 May
29 May 2017 2017 2018
R=ZB—tF R-B—tF RZB-N\F
TA=t+hA +-A=H EA=+MmA
BREzERE R ZBRE BRHZBRE
HK$0.035/% T HK$0.3657% 7T HK$0.287% 7T
HK$0.0352/5 7T HK$0.3687% 7T HK$0.35/ 1T
HK$0.352/% 7T N/A TiE A N/A i A
53.73% 39.8% 39.28%
10 years & 10 years &F 10.01 years &
1.2702% 1.77711% 2.2141%
0% 0% 0%
2.8 N/A TiE A N/A i A
N/A i A 1.5 N/A T iE A
N/A T8 N/A i A 1.5

TEHIR IR IR A R R RO RER £ F 2 E LK
REE -REMAZANFHACKREEE
ZEREMGE AT ER L TERBIRITR

TRzwE

EHE-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

35. STATEMENT OF FINANCIAL POSITION OF THE 35. A2 B B AR OR &
COMPANY
2018 2017
—E-N\F —E—+tF
Notes HK$’000 HK$’'000
Bt 5 FEx FHET 205
Non-current assets kRBEE
Property, plant and equipment BB MERE 69 128
Investments in subsidiaries RETB AR Z’E 390 390
459 518
Current assets RENEE
Other receivables Ho b JE UK IE 8,350 8,187
Amounts due from subsidiaries BB AT ﬁAIE (a) 5,496,946 5,535,397
Amount due from a director R —BEERIA 4 -
Derivative component of AMBREREEZ
convertible loan notes TTET A 7,356 -
Bank balances and cash RITEBRERS 196 48,985
5,512,852 5,592,569
Current liabilities REBaE
Other payables H b JE A 5 9,008 8,033
Amounts due to subsidiaries ERMWBAFT ﬁAIE (a) 1,477 63,756
Amount due to a related company B —RBERRFIE - 909
Amount due to a director BN —REERIE 14,508 -
Other borrowings HMEE 14,101
Liabilities component of AMREREEZ
convertible loan notes BERS - 408,292
Derivative component of AMBREREEZ
convertible loan notes PTHETHEED 2,330 223,857
41,424 704,847
Net current assets REBEEZRE 5,471,428 4,887,722
Total assets less current liabilities EBEZLERADERE 5,471,887 4,888,240
Capital and reserves EXREE
Share capital fi& 7 73,110 729,675
Reserves ki () 4,741,210 3,864,334
Total equity e 4,814,320 4,594,009
Non-current liabilities EREBAE
Amount due to a related company eI —ME B E R F IR (b) 15,888 =
Liabilities component of AMREREEZ
convertible loan notes BEBS 641,679 294,231
657,567 294,231
5,471,887 4,888,240
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HZE =%

35. STATEMENT OF FINANCIAL POSITION OF THE

COMPANY (CONTINUED)

(a) Amounts due from/(to) subsidiaries

The amounts are unsecured, non-interest bearing and repayable

—NEH=A=+HLEFE

35. A AR MR & ()

on demand. The fair values of the amounts at the end of the

reporting period were approximated to the corresponding carrying

amounts due to their short-term maturity.

Amount due to a related company

A related company of the Company had confirmed that the

amount due by the Company of approximately HK$15,888,000

was extended for 18 months as at 31 December 2018. In regard

of this arrangement, the balance as at 31 December 2018 was

unsecured,

unsecured, interest free and repayable on demand).

interest free and repayable after one year (2017:

(a) B () BB 2

ARE
ZEFRARERR 2B RARBERE
BIE - R ZEFANE NI E
RIERRZ AT EEREERS

(b) B —EEBEELQTKE

RARARA—HHEERFAERR R _F
—NE+ZA=+—8 ARFEMNK
T8 #715,888,000/% 7T C fE HA181E A -
mAZHmME R_T—-—NF+-A
=T -BEMESRREER 2R RAR
—FRER(ZE—tF EBER 28
NARENRER) -

Reserves (c) &
Share
Share  Contributed options Other Accumulated
premium surplus reserve reserve losses Total
R EE BARS BRERG Hib i ZitER szt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TET TAR TER THER TER
At 1 January 2017 “Z—+5-A—-H 8,874,292 458,561 78,329 - (5,406,727) 4,004,455
Loss for the year FEBR - - - - (148,901) (148,901)
Recognition of share based payment ~ HME 7 X [ B %
expense - - 8,780 - - 8,780
At 31 December 2017 and Tt F
1 January 2018 +ZA=+t-Hk
—Z-\5-A—H 8,874,292 458,561 87,109 - (5,555,628) 3,864,334
Profit for the year FEEF - - - - 127,672 127,672
Recognition of share based BRBRH
payment expense TREX - - 8,147 - - 8,147
Conversion of convertible loan notes R AATRREFZE 8,572 - - - - 8,572
Share reduction R fn El AL - 657,993 - - - 657,993
Deemed contribution from immediate KB EEERAFZ
holding company RIERR - - - 74,492 - 74,492
At 31 December 2018 “E-N\F
TZA=t-H 8,882,864 1,116,554 95,256 74492 (5427966) 4,741,210
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

36. FINANCIAL INSTRUMENTS

(a)

Categories of financial instruments

36. £ T A
@ EMIEZDE

2018 2017
—E-N\F —E—+tF
HK$’000 HK$’'000
FExT FHET
Financial assets SREE
Loans and receivables (including B3k W ke
bank balances and cash) (BREBTEHRRES) N/A FiE H 191,357
Financial assets at amortised cost BREHENATEZSREE 218,162 N/A i A
Derivative financial instruments TESMITA 7,356 -
Financial liabilities cHAas
Amortised cost IO 6,591,644 6,455,152
Derivative financial instruments TESMIA 2,330 223,857

Financial risk management objectives and policies

The Group’s major financial instruments include bills receivables,
trade and other receivables, refundable deposits, amount due from
related companies, amount due from a director, bank balances
and cash, trade and other payables, amounts due to a director,
liabilities and derivative component of convertible loan notes,
other borrowings, amounts due to related companies, obligation
under finance leases and amount due to non-controlling interests
holders. Details of these financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments include market risk (currency risk and interest rate
risk), credit risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management manages and
monitors these exposures to ensure appropriate measures are

implemented on a timely and effective manner.

b) HEEREEEEREE

AEEZIZCHTABRERKER
B REMBYGIR  AIRERS - BIR
BB RAFIR B — R EF R R1T
HEHRERE BHREMEMNKIE  EA
—HREERA THMREREBRZEE
ROTET AR  HfEE R E
NAFRE BMEEEET ZEENEN
FERERFEAFB - ZEERTE
ZAEBREEMTEARE BZEE2R
TEEMzZERERETZEAR (EEE
BEMERR)  EERBREABDE SR
@ o REZERRZBEREN T - B
BEERLEEZSRAR BEEEER
HERBUE & 5 o

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

207



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

36. FINANCIAL INSTRUMENTS (CONTINUED) 3. R T H (&)
(b) Financial risk management objectives and policies b) BERBEEEEREE
(continued) (&)
Market risk 3% @ e
Currency risk B E b
208 Certain financial assets are denominated in currencies other than ETEREEUNERRARASEEEE
the functional currency of the respective group companies. AGNZ E¥ETHE -
The following table shows the Group’s exposure at the end of TERERAEBNRRERKRAEMEAE
the reporting period to currency risk arising from transactions or BAFANEEBEUIINZEE (BT k3E
recognised assets or liabilities denominated in a currency (HK$ TAEZR ZHERREEXBEMN
and US$) other than the functional currency of the entity to which EEzEEERER -
they relate.
2018 2017
—E-N\F —E—+tF
HK$’000 HK$’000
FET FAET
Assets &E
- Us$ —%7T 72,836 121,708
Liabilities &fE
- HK$ —BT 52,826 -
- Us$ —%7T 310,527 294,231
363,353 294,231
The Group currently does not have a foreign currency hedging AN FIR B I NS ER R - A B
policy. However, the management monitors foreign exchange BEEZEINERRE TEREREERE
exposure and will consider hedging significant foreign currency B R B KN [ B o

exposure should the need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

36. £ T A (&)
() BHBEREERBERER

36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(continued)

Market risk (continued)

Sensitivity analysis

As at 31 December 2018, assets and liabilities denominated in
US$ arise mainly from entities with functional currency of HK$
(2017: HK$). For the sensitivity analysis related to the currency risk
of US$, as HK$ is pegged to US$, management considered the
foreign currency risk exposed to these US$ assets and liabilities is

insignificant.

At as 31 December 2018, the Group is mainly exposed to the
currency of HK$ against RMB (2017: HK$ against RMB) with

insignificant exposure.

Interest rate risk

The Group is exposed to fair value interest rate risk in relation
to fixed-rate amounts due to a related company in 2017 (2018:
interest free) (see Note 20), amounts due to non-controlling
interests holders (Note 24) and convertible loan notes (see Note
25).

The Group currently does not have an interest rate hedging policy.
However, the management monitors interest rate exposure and
will consider hedging significant interest rate exposure should the

need arise.

(&)

misE R (&)
RZZB-N\F+ZA=+—B UET
FHMEZEERABEERANET (=ZF
—tF BRI ERZERME
Eo-pBEXTENRRERIEERED
WmE  ANETEETEE  RERE
REZREXTEERABEERY 28R
BB

RZE-N\F+ZA=+—H X5HE
TEMHETAARBZE®ER (=
TEFBETAARE)  EBRRILT

AR R

R-Z—tF AEEHEESBEN—
MBEARERARE(ZE-N\F: %
8) (RME20)  ERFFEBRESHE
ABR (Mi2d) REATMRERER (R
MiEE25) 2 AT EF KRR -

7 S5 B30 055 3 4 4 A S R R - A
M EREERNEEAR YERARE
52 B R E KRR -

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

209



210

36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(continued)

Credit risk

Overview of the Group’s exposure to credit risk before adoption of
HKFRS 9 as at 1 January 2018

Credit risk refers to the risk that debtors will default on their
obligations to repay the amounts owing to the Group, resulting in
a loss to the Group. The maximum exposure to credit risk in the
event that the counterparties fail to perform their obligations at
the end of the financial year in relation to each class of recognised
financial assets is the carrying amount of those assets as stated in

the consolidated statement of financial position.

The Group has no significant credit risks as it has policies in
place to ensure that sales of products and services are made to
customers with appropriate credit history. The Group has adopted
a policy of only dealing with creditworthy counterparties, where
appropriate, as a means of mitigating the risk of financial loss
from defaults. The Group only transacts with entities with good

repayment history.

The Group has no significant concentration of credit risk
by customer, with exposure spreading over a number of

counterparties and customers.

The Group’s concentration of credit risk by geographical locations
is mainly in the PRC with exposure spreading over a number of
customers, which accounted for all trade receivables for year
ended 31 December 2017.

The credit risk on liquid funds is limited because the
counterparties are banks with high credit ratings assigned by

international credit-rating agencies.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

36. £ T A (&)
(b) HBEREERBREREXK

(#&)

FEER
BE—_F-\F—A—HAFXEBHFAE
VBB T 2 JE R 95 B AT IE] R 1= R
BEE
EERBEEEATETEEEERS
RAKEZ FEMERAEBERZIAL
Z R W F R U BEE SRR R
EETAMSBECHREREEZE
B AAKEEE 2R AEERR A
BHBIRARANZEFEE 2 RMEE-

AR I E R R AR E R R
BHETEREGRELHZEP X
BEEAEERR ARERAZBER
FBREERHZHFHETRS (WE
) REEREZNBERGBIEKZE
BoAREBEERERLHRITZEER
5o

BEEATH AEBUEEFAEREFRE
Rk BRoBR RS FITRES -

RO AREEERRIESE
TRAE BROMRIRES HEE
—E—AF+ A=+ -HIEFERF
B 5 M

RBEETHZEERRER REAR
HFHOARBEREEFMARBLETS
EEFBRZRIT-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e TR M
For the year ended 31 December 2018 HE—Z— \F+_-_A=1+—HIFE
3. SR T A (&)
(b) HEEREEBFERBX

36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(continued)

Credit risk (continued)

Overview of the Group’s exposure to credit risk after adoption of
HKFRS 9 as at 1 January 2018 (continued)

Credit risk refers to the risk that a counterparty will default on its
contractual obligations resulting in financial loss to the Group. At
the end of the reporting period, 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 arises from
the carrying amount of the respective recognised financial assets

as stated in the consolidated statement of financial position.

The Group is exposed to concentration of credit risk at 31
December 2018 on trade receivables from the Group’s top five
major debtors amounting approximately to 100% of the Group’s

total trade receivables.

In order to minimise credit risk, the Group has delegated its
finance team to develop and maintain the Group’s credit risk
grading to categorise exposures according to their degree of
risk of default. The finance team uses publicly available financial
information and the Group’s own historical repayment records to
rate its major customers and debtors. The Group’s exposure and
the credit ratings of its counterparties are continuously monitored
and the aggregate value of transactions concluded is spread

amongst approved counterparties.

(&)

FERRE (&)
BE_F-\F—A—HAFXEBHFEAE
VBRI 5 5 HE R E 95 15 BT IE i 1= B R
BEE (&)
EERBREHEFIEEROEANEAR
e 8 BUR 5 1B B 75 RS 9B 0 LR - 70 5
FHR ARES S S AR EEKRY S
BENESEERRBA AR T
REBTEEME NEERGEAWE
ARARARZECERACREENRE
&

R-ZFE-NF+-A=1+—H AKH
mEEZEEFBEEETRE X8
FEBRAKRBEBA HEAEEEHER
RIAEEEE100% ©

REERIEERR AEEERIRE
BHEREREEFASENEERR
AR MRIRENRRIZE SRR E -
MBEGERARARMBEERRASE
EEABARRCHAFHEEIEEP
REBA-AEEZEERBREEYHTF
FREEFBIFEEE MEKRXS
MBEBEEIHNZERZHTFEF-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 H#E—T— \F+_A=+—HILtFE

36. FINANCIAL INSTRUMENTS (CONTINUED) 36.TMIHE(E)
(b) Financial risk management objectives and policies b) BERBEEEEREE

(continued)

Credit risk (continued)

Overview of the Group’s exposure to credit risk after adoption of
HKFRS 9 as at 1 January 2018 (continued)

The Group’s current credit risk grading framework comprises the

following categories:

(%)

FERR (&)

BE—F—)\F—A—AFEBRHE

BRI B AR BN AT 15 B
BYE (&)

AEBANEERRTRELRET

SR

Category Description Basis for recognising ECL
HEhl B BREAHRCEFEEE
Performing The counterparty has a low risk of default and does not have any 12m ECL
past-due amounts
Rt HFERFEHNRREK BEEABEHAKIE 128 A EREEEE
Doubtful There has been a significant increase in credit risk since initial Lifetime ECL - not credit-
recognition impaired
RER B ¥ 2 R R 15 & JEl by K & 18 o0 REGFEHNEBEERE—
W IEEERIE
In default There is evidence indicating the asset is credit impaired Lifetime ECL — credit impaired
ER ERBRPAEEDEERE BEGESNAREERE -
EERE
Write-off There is evidence indicating that the debtor is in severe financial ~Amount is written off
difficulty and the Group has no realistic prospect of recovery
I &5 EEBRPAEBARNBREN SRS R ASEEREWEITEL  FIERMH

For trade receivables and bills receivables, the Group has applied
the simplified approach in HKFRS 9 to measure the loss allowance
at lifetime ECL. The Group determines the ECL on these items by
using a provision matrix, estimated based on historical credit loss
experience based on the past default experience of the debtor,
general economic conditions of the industry in which the debtors
operate and an assessment of both the current as well as the
forecast direction of conditions at the reporting date. To measure
the expected credit losses, trade receivables and bills receivables
have been grouped based on shared credit risk characteristics

(including high risk, normal risk and low risk type).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e TR M
For the year ended 31 December 2018 HE—Z— \F+_-_A=1+—HIFE
3. SR T A (&)
(b) HEEREEBFERBX

36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(continued)

Credit risk (continued)

Overview of the Group’s exposure to credit risk after adoption of
HKFRS 9 as at 1 January 2018 (continued)

As at 31 December 2018, no impairment loss was recognised
for trade receivables and bills receivables in accordance with
the simplified approach i.e. lifetime ECL set out in HKFRS 9.
The Directors considered that the ECL for non-credit impaired
trade receivables and bills receivables are insignificant as at 31
December 2018.

Bank balances
The credit risks on bank balances are limited because the
counterparties are banks with high credit ratings assigned by

credit-rating agencies.

Liquidity risk

In the management of the liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed adequate
by the management to finance the Group’s operations and

mitigate the effects of fluctuations in cash flows.

As at 31 December 2018, the Group had net current liabilities of
HK$1,046,921,000 (2017: HK$6,029,556,000). The Directors have
given careful consideration on the measures currently undertaken
in respect of the Group’s liquidity position. As detailed in Note 1
to the consolidated financial statements, the Directors believe that

the Company will be able to operate as a going concern.

(#&)

EERR (&)
BE—ZF—)\F—A—AFXEFRNE
BB T IR BRI F O 14 AT El B 15 B R
BHE (&)
R-ZE-NE+-_A=+—0 HER
B R (BB SRS ERFESR
Pz ZETEHNEHEESR)RE
5 FE WU TE I FE M R R HE RO B S8
EERA FEERNEESEIFKIER
BUEENTEREEBEER S —N\F
+TZA=+—BIEFEK-

RiTA R
RITEBRZEERRER BAH T
REAEEHEENARBEESEEFR
ZHRIT -

REE SRR
ERRABDESARE FEMERRS
BRERERARAZASRALSEY
IR LA B A S S 25 P RO R IR
SRERDIHE-

RZZE—NFE+-A=+—8 Kx&£H
BB EFEER1,046,921,0008 7T (=
T — 4 :6,029,556,0008 L) - E =
BEFfEEREEAMRAEERBESMN
BRELZ $E5 1 - SMANAR & B B SRR N TE1 BT
il EERBEADBIREHFELE -

GREEN LEADER HOLDINGS GROUP LIMITED e #£%B1Z R B HR A &

ANNUAL REPORT 2018 ® 2018 4 4F i

213



214

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILtEE

36. FINANCIAL INSTRUMENTS (CONTINUED)

36. £ T A (&)

(b) Financial risk management objectives and policies b) BERBEEEEREE
(continued) (&)
Liquidity risk (continued) nBESRER (&)
The following table details the Group’s remaining contractual TREBEERAFIANERFETES
maturity for its non-derivative financial liabilities based on the BMEEHRTAOINHER ZRIBEA
agreed repayment terms. The table has been drawn up based on SESRAIHERNRBBEEHAR
the undiscounted cash flows of financial liabilities based on the ZAMBREREFH - KPBEFE
earliest date on which the Group can be required to pay. The table EAE&BEERE -
includes both interest and principal cash flows.
Liquidity risk tables Vg S
Within More than More than Carrying
1 year 1 year but 2 years but Total amount
oron less than less than  undiscounted at 31
demand 2 years 5 years cash flows December
®“t+=A
-EHE WENL RER =+-A
-FRFEER BRAFRA BREER  REREAE ZEEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T FEL THEL THETL THL
2018 —Z-N\F
Non-derivative financial liabilities ~ {74 ¢ HEE
Trade and other payables ZHREMEMNFE 581,921 423,590 - 1,005,511 1,005,511
Amount due to a director EN—2EZRE 14,508 - - 14,508 14,508
Other borrowings EniEgE 14,101 - - 14,101 14,101
Amounts due 1o related companies [ B A AIFE - 148,742 - 148,742 148,742
Amounts due to non-controlling R FRRER
interests holders BBAFE 706,633 679,866 4,006,149 5,392,648 4,730,508
Convertble loan notes TEREREER 25,350 861,563 - 886,913 641,679
Obligation under finance leases BEREET AR 41,215 116 338 41,669 36,595
1,383,728 2,113,877 4,006,487 7,504,092 6,591,644
2017 E-+tf
Non-derivative financial liabilities ~ T4 $BEE
Trade and other payables BHREMENTE 871,532 - - 871,532 871,532
Amounts due to related companies  EfTEE A AFUA 215,508 - - 215,508 212,508
Amounts due to non-controlling SR RER
interests holders BEAFE 4,895,647 - - 4,895,647 4,615,030
Convertible loan notes TRREHRE 444,451 25,350 454,712 924,513 702,523
Obligation under finance leases BEREBTZRA 18,089 54,438 - 72,507 53,559
6,445,227 79,788 454,712 6,979,727 6,466,152
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

36. FINANCIAL INSTRUMENTS (CONTINUED) 36. R T A (&)

(b) Financial risk management objectives and policies b) BERBEEEEREE
(continued) (&)
Fair value NEE

The Directors consider that the carrying amounts of current
financial assets and current financial liabilities recorded at
amortised cost approximate their fair values due to their immediate

or short-term maturities.

The Directors also consider that the fair values of the long-term
portion of financial assets and financial liabilities approximates to

their carrying amounts.

The fair value of financial assets and financial liabilities is
determined in accordance with generally accepted pricing models

based on discounted cash flow analysis.

Derivative component of convertible loan notes

The fair value of the derivative component of convertible loan
notes is determined by the inputs to Black-Scholes model with
trinomial tree method including spot price, risk free rate, expected
option period and expected volatility. Please refer to Note 25 for

the details of the inputs.

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.

e |Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical

assets or liabilities.

BE=ZRA BRNREERAARZNH
eREERNASRARGANRIHK
WNEHABE wEREEEQFER
=,

%%ﬁu R EREERERAGBRY
ZAVEERTERS

EREENEBBGZATERENS
BanEOMARREBREEE -

AR E X EBEZ T4 T A7
ARREREBZITEIAERS 22 F
BEERAmMHEE - ERATHEEBERE &

—EABREBEZGABE (BER
18 mESFIE - BT AT HARR N TE AR
K )EE - AR ABIR 2 5 1EE2H
B 5E25 o

KEBHBRAXRRZ AFEHE
REREREEATENEZ @RI A
REAFEZIBRRESRE—E=

DR T &

. E-BAVENEEAERLESR
BERNERMS EZ2RE (REH
B)BH-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HZE =%

—NEH=A=+HLEFE

36. FINANCIAL INSTRUMENTS (CONTINUED)

36. £ T A (&)

(b) Financial risk management objectives and policies b) BERBEEEEREE
(continued) (&)
Fair value (continued) ~NFE (&)
Fair value measurements recognised in the consolidated statement REE B R R ER S 2 FEGE
of financial position (continued) (%)
e Level 2 fair value measurements are those derived from J EATEAEEREENER

inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as

prices) or indirectly (i.e. derived from prices).

ZE% (AER) RHZ (B ER
ﬁi)ﬂﬁgﬁkﬁﬁ(%*@@%
ZRERIN) B

e Level 3 fair value measurements are those derived from e F-EAFEFEMFEAGERIMN
valuation techniques that include inputs for the asset or (BREVIEZEERTBRMISEE

liability that are not based on observable market data

(unobservable inputs).

There were no transfers among level 1, 2 and 3 in the current and

prior years.

As at 31 December 2018 and 2017, the only financial instruments
measured at fair value was the derivative component of convertible

loan notes which belongs to level 3 financial instruments.

Financial instrument Fair value as at
$RMIE RTSABZATE
Derivative component of
convertible loan notes 3112/2018 31/12/2017
THREREEL “E-N\% ZT-tE
TETAHS TZRAZt-H t-A=t-A
HK$'000 HK$'000
TAR ThL
- Financial liabilities (2,330) (223,857
-¢HafR
- Financial assets 7,356 -
-SHEE

ZEEREBEHABE (TAHE
AR S

RAEERBAFE E—
[HRIZ:I =y

—REEZ

:x—Aiﬁ —tF+=ZA
+—8- f§®$E%EZéﬂI
ﬁTﬁ%%ﬁ?ﬁZw$1A$
RE=E&®IA-

MIH%

Fair value
hierarchy Valuation techniques and significant key or unobservable inputs
NTERE HERRRIZBRGTIBREABE
Level 3 Valuation technique: Black-Scholes model with trinomial tree method
£=E AGUE hRR-HBTHRTERE R=BAMRERE
Key observable inputs:
BRITBZGARE:
Risk-free rate 1.69%-1.70% (2017: 1.02%-1.39%)
ERRAX 169%Z1.70% (ZF—+4%:1.02%%1.39%)
Spot price HK$0.042 (2017: HK$0.385)
BEE 0.04287 (23 —+%:0385%7)
Level 3 Key unobservable inputs:
S=E BRATBEZAAGE:
Volatility 51.24%-56.16% (2017: 38.8%-39.52%) (Note )
it 51.24%256.16% ( =T —+ 5 : 38.8%£39.62% )

(i)
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36. FINANCIAL INSTRUMENTS (CONTINUED)

(b) Financial risk management objectives and policies

(continued)
Fair value (continued)
Fair value measurements recognised in the consolidated statement

of financial position (continued)
Notes:

i) An increase in the volatility used in isolation would result in an increase
in the fair value measurement of the derivative component of convertible
loan notes classified as financial liabilities and financial assets, and
vice versa. A 10 % increase or decrease in the volatility with all other
variables constant, the fair value of derivative component of convertible
loan notes classified as financial liabilities and financial assets at 31
December 2018 and 2017 would not have material change.

Please refer to Note 25 for the reconciliation of Level 3 fair value

measurements.

Valuation process

Some of the Group’s assets and liabilities are measured at fair
value for financial reporting purposes. The appropriate valuation
techniques and inputs for the fair value measurements are

determined by the Directors and the independent qualified valuer.

In estimating the fair value of an asset or a liability, the Group uses
market-observable data to the extent it is available. Where Level 1
inputs are not available, the Group engages independent qualified
valuer to perform the valuation. The Directors work closely with the
independent qualified valuer to establish the appropriate valuation
techniques and inputs to the model. The Directors will review the
cause of fluctuations in fair value of the assets and liabilities semi-

annually.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e TR M
For the year ended 31 December 2018 HE—Z— \F+_-_A=1+—HIFE
3. SR T A (&)

(b) MEEREEBFERBXK

(%)

AF{E ()
RiFAHBMAXERZ 2 FEHE
(%)

B -

) EFERZREENSSERSERD
MABERERMEEZTRBREREERIT
ETARH 2R TFEFEEM K2
4 o IR B G N SRORL 2 10% - BT B E At
BHERTE RT-N\EFR-F—+
Fr-A=t—BoBREcREELS
MEELRBRERZBRITETALD
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

37.INVESTMENTS IN SUBSIDIARIES 7. RMBARIZIRE
At the end of the reporting period, the Company has interests in the RBEBAR AR T EZMBE R RH
following principal subsidiaries: B
Particulars of
Place of paid-up share/ Class of Proportion of Proportion of voting power
Company incorporation  registered capital shares held ownership interest held by the Company Principal activities
218 N
B4R /2R
PE| AMAILE ERZHE FisRAER BRERSLA KA RFHREEL D TEEY
2018 2017 2018 2017
ZE-Nf ZE-tf ZB-Nf %
Held directly: % % % %
ERHE:
Guang Cheng Group Limited BVI US$1 Ordinary 100 100 100 100 Investment holding
ERERERAR EERANE 1ET i RERR
North Asia Precious Metals Group  BVI US$50,000 Ordinary N/ATER 100 NARER 100 Deregistered in 2018
Limited RBEZES  50000%T L (2017: Investment holding)

RS- NEREER
(22— RERK)

Sanmu Investment Holdings BVI US$1 Ordinary 100 100 100 100 Investment Holding
Limited ABRARE 1ET il REZR

SAREERERAT

Technology Venture Investments BV US$1,000 Ordinary 100 100 100 100 Investment holding
Limited AERAME  1,000%T il REZR

Held indirectly:

RERE:

Bilion Zone Development Limited ~ Hong Kong HK$10,000 Ordinary 100 100 100 100 Investment Holding

KEERERAR i 10,000 70 L@ REER

Hong Kong OEPC Limited Hong Kong HK$2 Ordinary 100 100 100 100 Investment holding

BRERERPLERAA it 28T i REER

North Asia Financial Investment  Hong Kong HKS$1 Ordinary 100 100 100 100 Investment holding
Holdings Limited 0 18T 3l REER

FEERREARERAT

Rong Xin Finance Limited Hong Kong HK$10,000 Ordinary N/ARE A 100 N/ARER 100 Disposed in 2018 (2017:

RERBERAR B 10,0007% 7T L Investment holding)

R-B-\FHE
(25 RERR)

Sequent China/ Hong Kong HK$10,000 Ordinary N/ATER 100 NATER 100 Deregistered in 2018

Hong Kong Limited it 10,000/ 7T i (2017: Distribution of
information technology
products and provision
of computer technology
services)

RZE-\FHEER

(Z2—t#:
AHERMBERR
RETHEHRS)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

= L 2 =}
37.INVESTMENTS IN SUBSIDIARIES (CONTINUED) 7. RMBARIZIRE (&)
Particulars of
Place of paid-up share/ Class of Proportion of Proportion of voting power
Company incorporation  registered capital shares held ownership interest held by the Company Principal activities
BARR/HR
e AMEIEHE ERZEE FERAER BERERLS ARRFEREELA FTEEH
2018 2017 2018 2017 219
“B-\f Tt CZB-Nf _Z-+%
Held indirectly: % % % %
RERE:
Topsoft Limited Hong Kong HK$10,000 Ordinary N/ATRE A 100 NARER 100 Deregistered in 2018
RERHBERAR B 10,000 7 b3 (2017: Distribution of
information technology
products and provision
of computer technology
services)
RZE-NEH#HEH
(Z2—t%:
AHEARBERR
REBERERE)
Lexing Holdings Limited BVI Us$1 Ordinary 100 100 100 100 Investment holding
SRERERAT ERRAHE 1ET il REER
Sky Rainbow Ventures Limited BVI US$1 Ordinary 100 100 100 100 Investment Holding
RIEIRERAT EBRNHE 1En £l REBR
Technology Venture (Software) BVI US$1,000 Ordinary 100 100 100 100 Investment Holding
Holdings Limited REELEHE  1000%T L@ RERR
Parkson Global Investments Samoa US$1 Ordinary 100 100 100 100 Investment Holding
Limited EED 1% il REBR
BEBRREERAR
Green Leader Strach Food First ~ Cambodia US$6,000,000 Registered Capital 100  NATER 100 NATER Processing of cassava
Factory Co., Ltd. REER 6,000,000% T FER starch for sales
MIRERR AL EE
Seasonal Global Investment Cambodia US$10,000,000 Registered Capital 100 100 100 100 Cultivation and processing of
Co, Ltd. RER 10,000,000% 7T AfER cassava starch for sale
BERMIAZRBUHEE
Bolong* The PRC RMB23,924,200 Registered Capital 49 49 56 56 Coal mine development
i HE AR AMER RERE
23,924,200
Fuchang* The PRC RMB2,000,000 Registered Capital 34 34 56 56 Coal mine development
e ki AR AMER RS
2,000,0007C
Jiangxi Jin Chuang Information The PRC RMB$2,000,000 Registered Capital 100 100 100 100 IT service, system integration
Technology Limited F ARE FHER BNRERE  ZREK
IRLEIESRIARAR 2,000,0007C
Jiangxi Hengchuang Energy The PRC RMB60,300,000 Registered Capital 100 100 100 100 Coal trading and new energy
Investments Co., Ltd* $ ARE FHER development
IEEERREBRAT 60,300,0007 BRE 5 R RRE
Jiangxi Hengpuwei Energy The PRC RMB51,350,000 Registered Capital 100 100 100 100 Energy wholesale and
Investments Co., Ltd* f ARE FHER investment
IREEAERRERRAR 51,350,007 RRIERRE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

37.INVESTMENTS IN SUBSIDIARIES (CONTINUED) JT.RMBARZIRE (&)
Particulars of
Place of paid-up share/ Class of Proportion of Proportion of voting power
Company incorporation  registered capital shares held ownership interest held by the Company Principal activities
BARG /2R
e AMAEIEHE ERZEE FiERGER BERERLS AAAFEREELA TEXH
2018 2017 2018 2017
ZB-NF “E-tF ZB-NF “TLF
Held indirectly: % % % %
RERE:
Jiangxi Wantai Enterprise The PRC RMB113,000,000 Registered Capital 100 100 100 100 Coal Operation
Co., Lid* P AR AMER fey3
IREFEXARLA 113,000,0007T
Jinxin* The PRC RMB50,080,000 Registered Capital 49 49 56 56 Coal mine development
k- P AR AMER RS
50,080,000
Liaoyuan* The PRC RMB2,000,000 Registered Capital 49 49 56 56 Coal mine development
iy P AR AMER RERHE
2,000,0007C
Shanxi Changtong Energy Share  The PRC RMB100,000,000 Registered Capital 100 100 100 100 Energy development and
Co., Ltd* FE ARE RaliE- equipment trading
WEERERERAFRAA 100,000,000 ERFERREES
Shanxi coal* The PRC RMB370,000,000 Registered Capital 49 49 56 56 Coal operating and trading
lieyo P AR AMER BExxBRES
370,000,0007
Shanxi Guanghui Corporate The PRC RMB$10,000,000 Registered Capital 100 100 100 100 T service, system
Management Consultancy HE ARE AfER integration, sales of
Limited* (Note 1) 10,000,0007% equipments and services
WRESECXEREAERAT EABBRY ZREK - #
(FrzE1) ERBERRS
Shanxi Ruiying Investment and The PRC RMB10,000,000 Registered Capital 100 100 100 100 Investment holding
Management Co., Ltd* FE ARE RaliE- REARR
WEHREREERARAA 10,000,0007C
Taiyuan Zhituo Investment The PRC RMB1,100,000 Registered Capital 100 100 100 100 Investment holding
Consultant Co., Ltd* E AR% FHEX RERR
ARTEAREERERRA 1,100,0007
Xinfeng* The PRC RMB62,000,000 Registered Capital 49 49 56 56 Coal mine development
i P AR AMER BEHE
62,000,007
#  English name is for identification purpose only R ETEEEER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

37. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Note 1: The Chinese name of this company was changed as “|LIFE4F 4B EE
B # AR A F)” on 13 March 2018. The English name is also changed
as “Shanxi Green Leader Corporate Management Consultancy Limited”,
which is for identification propose only.

None of the subsidiaries had any debt securities outstanding as at the
end of the year or at any time during both years ended 31 December
2018 and 2017.

Although the Group only held 49% of equity in interest in Shanxi coal,
Jinxin, Bolong, Liaoyuan, Xinfeng and 34% equity in Fuchang, the
Directors concluded that the Group has control over these companies on
the basis as set out in Note 4.

. RAHMBLRAZRE (&)

#

Mzt RARNBXEBR_ZE-NF=A
TZHERARNIAKALEERE
BRAF] - BEX L INE AR [Shanxi
Green Leader Corporate Management
Consultancy Limited | * {E1E:4 Bl & ©

BENBAREEETANFARINBET
E-NER-ZF-tF+-A=+—HLWN
{8 AR R EE 2 BFES-

o BREASEERALARK ©F 0AE BER
K218 2 A9% R HE LA T 48 B 2 34% A% » HEE
ERA RRMEAMHESE AREREZE
DB Z G

BXEEEZT
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e P BHmRME

For the year ended 31 December 2018 HE—T— \F+_A=+—HILFE

37. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Details of non-wholly owned subsidiaries that have material non-

controlling interests:

The table below shows details of non-wholly-owned subsidiaries of the

Group that have material non-controlling interests:

Proportion of

ownership
Place of interest
incorporation and held by

principal place of non-controlling

37. RIHB AT 2 RE (&)
BESANFERERZ AN BARHF

LE

TRENFEERFERERZAEEES
EWBARFRE:

Voting power
held by the

non-controlling

(Loss)/Profit
allocated to

non-controlling

Accumulated

non-controlling

Name of the subsidiary business interests interests interests interests
FiERER 2EF
SEAR B 3L 3t B BEZERE FiEkhER FERESZ
MELRER TEEENE B BFEZRRE (B8B),/&H Rt FERER
HK$’000 HK$'000
FTER TET
2018
—E-NF
Shanxi Coal and its subsidiaries ~ The PRC 51% 44% (1,300,815) 2,065,640
L 78 R S BB B8 A A [
2017
—E—tF
Shanxi Coal and its subsidiaries ~ The PRC 51% 44% 418,456 3,483,654
L 78 R S BB B A A B

As at 31 December 2018 and 2017, the Group has only 49% RZE-N\EFERZT—tF+ZA=+—
ownership in Shanxi Coal, the Directors concluded that the Group H RNEEERBLARRZIO%EERE &
has control over Shanxi Coal on the basis set out in Note 4. The ERE RBRWEAmEHELE  REEES L
FaE R 2 1 il o LT IR 251 %A B
PR B EEBR AR ERA41 %R AL
FREREXREBEREELDAEF10% -

51% ownership interests in Shanxi Coal are owned by Shanxi Coal
Transportation and Sales Group Co., Ltd* (41%) and LI PREERE ¥ £E
BREFEQE(10%).

*  English name s for identification purpose only
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e VI RAR M

For the year ended 31 December 2018 HE—FT— /\F+_A=1+—HILFE

37. INVESTMENTS IN SUBSIDIARIES (CONTINUED)

Summarised financial information in respect of the Group’s subsidiaries
that has material non-controlling interests is set out below. The

. RAHMBLRAZRE (&)

AEBAREAERESE ZMB AR ZY
BERBMEZ27 M T - T 2 BERBE

summarised financial information below represents amounts before REBAEHEASE -
intra-group eliminations.
Shanxi Coal and its subsidiaries 2018 2017
WA R EHE AR —E-N\F —E—+F
HK$’000 HK$'000
FHET FHET
Current assets mBEE 225,941 104,782
Non-current assets FERBDEE 7,755,308 11,353,393
Current liabilities mEAE (854,936) (5,282,602)
Non-current liabilities EmBEE (5,953,514) (2,290,386)
1,172,799 3,885,187
Equity attributable to NABER AEGER
owners of the Company (892,841) 401,633
Non-controlling interests IEVERER 2,065,640 3,483,554
1,172,799 3,885,187
Revenue WA 980,902 381,766
Expenses X (1,392,054) (788,905)
Impairment loss/(reversal of impairment B RV ¥ BE R E I RIRERE 2
losses) in respect of property, plant and  JR{EEIE,  CREEEED) @ F58
equipment and mining rights, net (2,849,702) 1,291,840
(Loss)/profit for the year FE(E18),/%F (2,516,839) 740,087
(Loss)/profit attributable to RAREA AEN (B18), & F
owners of the Company (1,216,024) 321,631
(Loss)/profit attributable to SRR iR TS (B51B) A
non-controlling interests (1,300,815) 418,456
(Loss)/profit for the year FE(E18), /%7 (2,516,839) 740,087
Other comprehensive (expense)/income AN RIZEA AL E M EE
attributable to owners of the Company (FAx) = (78,450) 104,102
Other comprehensive (expense)/income  JE#E A% # 25 fE (R E b 2
attributable to non-controlling interests (X)W (117,099) 129,211
Other comprehensive (expense)/income  FEHME®E (FX) W%
for the year (195,549) 233,313
Total comprehensive (expenses)/income AR FIHAE AELRE2HE
attributable to owners of the Company (FX) Wz (1,294,474) 425,733
Total comprehensive (expense)/income FERERELEEZE
attributable to non-controlling interests (BX) W% (1,417,914) 547,667
Total comprehensive (expense)/income FE2E (X)) WEEHE
for the year (2,712,388) 973,400
Net cash inflow from operating activities — #& & E IR & R A F5E 315,834 36,499
Net cash outflow from investing activities & & GBI & 7 HIF5E (237,797) (52,335)
Net cash (outflow)/inflow from BEFFRS OFL) RAFE
financing activities (85,737) 1,135
Net cash outflow R mEFE (7,700) (14,701)
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38. CHARGES ON ASSETS

As at 31 December 2017 and 2018, certain assets were pledged to
secure the 2017 Convertible Loan Notes A, including (i) share charges
of entire issued share capital of certain Company’s subsidiaries; (i)
charges on account receivables from one of the Group’s debtors with
Nil balance with such debtor as at 31 December 2018 (2017: Nil); and
(iii) land charges over certain lands located in Cambodia that to be

acquired by the Group.

39. IMMEDIATE AND ULTIMATE CONTROLLING PARTY

At 31 December 2018, the Directors consider the immediate parent
of the Group is China OEPC, a company incorporated in BVI. The
Directors consider the ultimate holding company is Best Growth , a
company incorporated in BVI. These entities do not produce financial
statements available for public use. The Directors consider the ultimate

controlling party is Mr. Zhang.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e P BHmRME

For the year ended 31 December 2018 HHE—T—\F+_A=+—HILFE

EEEHA

RZB—tFERZE-NF+ZA=+—
B BTEECFEMMEAAE-_Z— &
ARRERZBEZER BEO)ARARET
MEARZZ2BEBHITRAZRMGEE (i)
REAEBHEA —BEBHAZEURIERZ
BRI E-NEtTZA=+—HHIEES
MEBANESR (ZZ—EF:8) 5 Ki)K
SEETURBUARBFEZE Tz i
Wi e

BEERBRERAL

RZZ—-)\F+_A=+—H EFRA K
EEEEBQRATRER(—HRES
BZEBESHMKRSIZRE]) - EERARKIE
}% A &) ABest Growth - it Ty B — IR R B KR
LESHMK YT 2 AR S E R R
AHARERMBRE -ESRE  &EE
N
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