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OPINION

We have audited the consolidated financial statements of China Ever
Grand Financial Leasing Group Co., Ltd. (the “Company”) and its
subsidiaries collectively referred to as the “Group”) set out on pages 71 to
210, which comprise the consolidated statement of financial position as
at 31 December 2019, and the consolidated statement of profit or loss,
consolidated statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated statement
of cash flows for the year then ended, and notes to the consolidated
financial statements including a summary of significant accounting
policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2019 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards (“HKFRSs”) issued by the Hong
Kong Institute of Certified Public Accountants (“HKICPA”) and have been
properly prepared in compliance with the disclosure requirements of the
Hong Kong Companies Ordinance.

BASIS FOR OPINION

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

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

Impairment of finance lease receivables
(Refer to Note 18 to the consolidated financial statements)

As at 31 December 2019, the Group had finance lease receivables
of approximately HK$409.2 million, and impairment of approximately
HK$33.6 million has been made over the balance. It represents 26.4% of
total assets of the Group.

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

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

Impairment of finance lease receivables (Continued)
Our responses:

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

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

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

- Tracing the settlement records and subsequent settlement to bank
receipts, on a sample basis.

Impairment of loan receivables
(Refer to Note 19 to the consolidated financial statements)

As at 31 December 2019, the carrying amount of loan receivables and its
related impairment allowance amount to HK$240.4 million and HK$36.5
million respectively. Impairment allowance for credit exposure at Stage 3
amounted to HK$31.0 million.

The assessment of impairment for loan receivables involves significant
management judgements and estimates on the amount of expected credit
loss at the reporting date.

At each reporting date, the Group assesses whether there has been a
significant increase in credit risk since initial recognition by comparing
the risk of default occurring over the expected life between the reporting
date and the date of initial recognition. The Group considers reasonable
and supportable information that is relevant and available without undue
cost or effort for this purpose. This includes quantitative and qualitative
information and also, forward looking analysis.
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KEY AUDIT MATTERS (Continued)

Impairment of loan receivables (Continued)
Our responses:

- Understanding of the Group’s credit risk management and
practices, and assessed the Group's impairment provisioning
policy in accordance with the requirements of HKFRS 9, including
an evaluation of management judgement on i) the level of
disaggregation of portfolios for impairment assessment; ii) the
use of reasonable and supportable credit risk information that is
available without undue cost or effort; and iii) the staging criteria
for determining if a significant increase in credit risk has occurred;

- Testing the appropriateness of the Group’s determination of
significant increase in credit risk and the basis for classification of
exposures into 3 stages. Our testing included the checking to loan
overdue information or other related information, and considering
the stage classification determined by the Group;

- For loan receivables classified at stage 1, we evaluated the Group's
estimation methodology of expected credit losses, and checked
the parameters to external data sources where available, including
creditability of the guarantors; and

- For loan receivables classified at stage 2 and stage 3, in assessing
the impairment allowance made by the Group, we checked the
valuation of the collateral and other sources of cash flows, and
developed a reasonable range of expected cash shortfall for
comparison with the Group’s assessment.

OTHER INFORMATION

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

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.

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

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

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

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

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

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

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

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

° Obtain an understanding of internal control relevant to the audit
in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Group’s internal control.

° Evaluate the appropriateness of accounting policies used and the

reasonableness of accounting estimates and related disclosures
made by the directors.
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (Continued)

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

Evaluate the overall presentation, structure and content of the
consolidated financial statements, including the disclosures,
and whether the consolidated financial statements represent the
underlying transactions and events in a manner that achieves fair
presentation.

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

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

We also provide those charged with governance with a statement
that we have complied with relevant ethical requirements regarding
independence, and to communicate with them all relationships and other
matters that may reasonably be thought to bear on our independence, and
where applicable, related safeguards
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AUDITOR’S RESPONSIBILITIES FOR THE
AUDIT OF THE CONSOLIDATED FINANCIAL
STATEMENTS (continued)

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

BDO Limited

Certified Public Accountants

Ng Wai Man

Practising Certificate Number PO5309

Hong Kong, 25 March 2020
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

For the year ended 31 December 2019 OO0 O0ODOOOOOOOOOOOO

Share  Investment Non-
Share Share  Translation options  revaluation Statutory  Accumulated controlling
capital premium reserve reserve reserve resenve losses Subtotal interests Total
ooo oooo goo
oo oooo gooo oo oo gooo gooo oo oooo oo
HK$000 HK$000 HK$ 000 HK$000 HK$000 HK$000 HK$000 HK$ 000 HK$000 HK$000
ooo goo goo ooo goo goo goo ooo goo goo
(Note)
oooo
At 1 January 2018 goooooooono 119192 1520921 8 1481 3012 6,397 (44362) 1207459 152810 1360269
Loss for the year ooooo - - - - = = (37120%)  (372,098) (%) (3730%4)
Other comprehensive income 000000000
(expense) for the year gooo - - (47862) - 438 - - (47.424) (7,185) (54.609)
Total comprehensive income goooooo
(expense) for the year ooomao - = (47.862) - 438 - (37120%)  (419522) (8181)  (427,703)
Share options [apsed ooooo - - = (345) - - 345 - - -
Transfer to accumulated lossupon 00000000
disposal of partial oooooo
interest in joint venture oooo - - 849 - - = (42,449) = = =
Dividend paid tonon-controling 00000000000
shareholder of a subsidiary goooo - - - - - - - - (4.865) (4.865)
At 31 December 2018 oooooo
ooooooo 119192 152091 (5328) 1136 3450 6,397 (857,831) 781937 139,764 927,701
At 1 January 2019 gooooooono 119192 1520921 (5,328) 1,136 3,450 6,397 (857,831 787937 139,764 927,701
Loss for the year ooooon - - - - - - (34,132) (34,132) (16,831) (50,963)
Other comprehensive expense 000000000
for the year - - (13,386) - = - - (13,386) (2,333) (15,719)
Total comprehensive expense 000000000
for the year - = (13,386) = = - (34,132) (47,518) (19,164) (66,682)
Share options lapsed goooo - - - (409) - - 409 - - -
At 31 December 2019 gooooo
ooooooo 119192 1520921 (18,714) 721 3,450 6,397  (891,554) 740419 120,600 861,019
Note: ooo

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

accumulated losses or increase capital.
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CONSOLIDATED STATEMENT OF CASH FLOWS

mEBERER
For the year ended 31 December 2019 O OO OOODOOOOOOOOOOO
2019 2018
OoO0o0ano oO0oaono
HK$’000 HK$'000
ooo ooao
OPERATING ACTIVITIES oooo
Loss before taxation ooooog (52,761) (359,626)
Adjustments for: oo0ooooo
Finance costs oooo 40,289 49,494
Depreciation of property, plant and equipment ooooooooooo 5,303 1,824
Change in fair value of financial assets at fair ddddooooooag
value through profit or loss oooooooood 5,208 46,368
Change in fair value on investment properties oooDooooooo (645) =
Share of result of a joint venture o0DoooDoOoono - (37,554)
Share of result of an associate O0o0oooooooo (29,389) (10,499)
Impairment loss on goodwill oo0oooo 9,373 63,000
Loss on disposal of subsidiaries Oo0oo0ooooo - (10,194)
Loss on disposal of partial interest in a joint ddddooooooooao
venture and the grant of the call option ooooooooa - 218,793
Fair value change on financial liability Joodoooooooag
at fair value through profit or loss oooooooooo (11,662) (4,848)
Impairment loss on finance lease receivables oo0ooooooooad 32,578 1,553
Impairment loss on receivable from ddddooooooooao
sale-leaseback transaction 5,678 -
Impairment loss on loan receivables oooooooao 1,211 29,948
Impairment loss on other receivables oo0ooooooag - 800
Finance lease interest income O000oO0oooOoo (29,136) (54,609)
Sale-leaseback transaction interest income dddddoOoodao (13,184) -
Write off of inventory oooo 833 -
Interest income oooo (3,393) (14,952)
Operating cash flows before movements in oooooooooooooo
working capital (39,697) (80,502)
Increase in inventories goooog (2,882) (88)
Decrease in contract assets, other receivables, 0o0D0oooooooooaon
deposits and prepayments oooDoono 21,651 25,292
Increase/(decrease) in service cost payables, other OO0 00000000 OOOOOO
payables and accruals ooooooog 1,932 (37,123)
Decrease in deposits received from customers goooooogag (321) (35,812)
Decrease/(increase) in financial assets atfairvalue OO0 000000000
through profit or loss OoooooOooooo 26,864 (13,544)
Decrease/(increase) in finance lease receivables 00000000000 OOO 14,510 (372,225)
Increase in loan receivables oooooao (151,096) =
(Increase)/decrease in deposits placed with oooooooood
financial institutions oooDoOoo (7,654) 53,781
Cash used in operations ogo0ooooo (136,693) (460,221)
Income tax paid ooooo (15,835) (16,790)
Finance lease interest income received ooooooooaag 29,136 54,609
Sale-leaseback transaction interest 00doooooooooao
income received 13,184 -
Interest element of lease rental paid 00o0oooooo (5) =
Interest paid gooa (40,289) (49,494)
NET CASH USED IN OPERATING ACTIVITIES 0OO0OO0OO0OO0OOOOOOO (150,502) (471,896)




CONSOLIDATED STATEMENT OF CASH FLOWS

mEBEmER

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

2019 2018
Ooo0o0ano oO0oaono
NOTES HK$'000 HK$'000
oo ooao ooao
INVESTING ACTIVITIES oooo
Investment in equity investments doooooooooo
at fair value through other 00o0oooooo
comprehensive income (21,253) (5,692)
Proceeds from the partial disposal ddodoooooooao
of a joint venture and the grant ooooooooaag
of the call option 35(a) - 337,849
Addition of loan receivables oooooo (83,759) (125,327)
Repayment from loan receivables oooooo 154,151 50,027
Withdrawal of restricted bank deposits 0o0ooooooo - 38,607
Purchases of property, oooooooooo
plant and equipment (46,706) (6,088)
Net cash outflow arising from ooooooood
acquisition of subsidiaries oooooo 39(a)&(b) (160,050) -
Proceeds from disposal of property, oo0oooooooo
plant and equipment oooag 215 63
Interest received oooad 3,738 10,422
NET CASH (USED IN)/GENERATED Ooooooood
FROM INVESTING ACTIVITIES oooood (153,664) 299,861
FINANCING ACTIVITIES oooo
Proceeds from borrowings ooooooo 33 151,011 381,364
Capital element of lease rental paid Joooooooag (377) -
Dividend paid to non-controlling shareholder OO0 000000
of a subsidiary ooooooo - (4,865)
NET CASH GENERATED FROM oooooooood
FINANCING ACTIVITIES 150,634 376,499
NET (DECREASE)/INCREASE IN CASH oooooooo
AND CASH EQUIVALENTS Oo0oooooogd (153,532) 204,464
CASH AND CASH EQUIVALENTS AT oooooooooo
BEGINNING OF YEAR 262,123 56,879
EFFECT OF FOREIGN EXCHANGE ooooooooo
RATE CHANGES (1,558) 780
CASH AND CASH EQUIVALENTSATEND 00O ODOOGOQOOO
OF YEAR 107,033 262,123
Represented by: ooo
Bank balances and cash Oooooooo 107,033 192,388
Highly-liquid investments oooooo - 69,735
107,033 262,123
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 O OO OOODOOOOOOOOOOO

1.

GENERAL INFORMATION

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

The principal activities of the Company and its subsidiaries
(collectively referred to as the “Group”) are provision of finance
lease and related consulting services in the PRC, the trading of
equity securities, investment in property, investment in terminal
and logistics services business, investment holding, investment in
food additives business and money lending business.

The functional currency of the Company is Renminbi (“RMB”).
The consolidated financial statements are presented in Hong
Kong dollars (“HK$”) as the directors consider that it is a more
appropriate presentation for a company listed on the Stock
Exchange and for the convenience of the shareholders.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

2. ADOPTION OF HONG KONG FINANCIAL 2.7 T N e S i N

REPORTING STANDARDS (“HKFRSs”) 00o0ooooooood
@ Adoption of new/revised HKFRSs - effective at 1 January (a) oo0ooooooooooon
2019 0o0ooooooooooon
ood
The HKICPA has issued a number of new or amended oooooooooooooon
HKFRSs that are first effective for the current accounting godoobOoooooooag
period of the Group: ogoo0oooooooog
HKFRS 16 Leases ooooooono oo
0 1e0
HK(IFRIC)-Int 23 Uncertainty over Income Tax 000oooooo oooooo
Treatments oooooo oooo
oooo23o
Amendments to HKAS 28 Long term Interests in Associates and oooooa oooooo
Joint Ventures 0280000 ooood
oooo
Amendments to HKFRS 3, Annual Improvements to HKFRSs oooooooo ooooog
HKFRS 11, HKAS 12 2015-2017 Cycle 0300o0ooooo ooood
and HKAS 23 00011000000 00000
000120000 oo
000002300
oo
The impact of the adoption of HKFRS 16 Leases have ooooooooooogledd
been summarised in below. The other new or amended 0oooooooooooood
HKFRSs, that are effective from 1 January 2019 did not oooooDooooooood
have any significant impact on the Group’s accounting oooooooooooood
policies. 00ooooooooooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(a) Adoption of new/revised HKFRSs — effective at 1 January
2019 (Continued)

(i) Impact of the adoption of HKFRS 16

HKFRS 16 brings significant changes in
accounting treatment for lease accounting,
primarily for accounting for lessees. It replaces
HKAS 17 Leases (“HKAS 177), HK(IFRIC)-Int 4
Determining whether an Arrangement contains a
Lease, HK(SIC)-Int 15 Operating Leases-Incentives
and HK(SIC)-Int 27 Evaluating the Substance of
Transactions Involving the Legal Form of a Lease.
From a lessee’s perspective, almost all leases are
recognised in the statement of financial position
as a right-of-use assets and a lease liabilities, with
the narrow exception to this principle for leases
which the underlying assets are of low-value or
are determined as short-term leases. From a
lessor's perspective, the accounting treatment
is substantially unchanged from HKAS 17. For
details of HKFRS 16 regarding its new definition
of a lease, its impact on the Group’s accounting
policies and the transition method adopted by the
Group as allowed under HKFRS 16, please refer to
section (ii) to (v) of this note.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a) Adoption of new/revised HKFRSs — effective at 1 January
2019 (Continued)

(i)

Impact of the adoption of HKFRS 16
(Continued)

The Group has applied HKFRS 16 using the
cumulative effect approach and recognised all the
cumulative effect of initially applying HKFRS 16 as
an adjustment to the opening balance at the date
of initial application. The comparative information
presented in 2018 has not been restated and
continues to be reported under HKAS 17 and
related interpretations as allowed by the transition
provision in HKFRS 16.

The following tables summarised the impact of
transition to HKFRS 16 on statement of financial
position as of 31 December 2018 to that of 1
January 2019 increase/(decrease):
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HK$'000
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Statement of financial position doooooooooo
as at 1 January 2019 gooog
Right-of-use assets present in property, ooooooooooon
plant and equipment ooooo 267
Lease liabilities (current) oooooood 267
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

Adoption of new/revised HKFRSs — effective at 1 January
2019 (Continued)

(i) Impact of the adoption of HKFRS 16
(Continued)

The following reconciliation explains how the
operating lease commitments disclosed applying
HKAS 17 at the end of 31 December 2018 could
be reconciled to the lease liabilities at the date of
initial application recognised in the statement of
financial position as at 1 January 2019:

Reconciliation of operating lease commitment to
lease liabilities

2.
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oooo
HK$'000
ooo

Operating lease commitment as of

oobo0oobOoOoobobOOoOon

31 December 2018 gooooad 431
Less: short term leases for which lease ooooco0ooooooooo
terms end within 31 December 2019 doooooooooo (137)
Less: leases of low-value assets oopoocooooo (24)
Less: future interest expenses oooocoooo 3)
Total lease liabilities as of 1 January 2019 Joooooooooo
gpooooo 267

The weighted average lessee’s incremental
borrowing rate applied to lease liabilities
recognised in the statement of financial position as
at 1 January 2019 is 5.89%.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

(ii)

The new definition of a lease

Under HKFRS 16, a lease is defined as a contract,
or part of a contract, that conveys the right to use
an asset (the underlying asset) for a period of time
in exchange for consideration. A contract conveys
the right to control the use of an identified asset for
a period of time when the customer, throughout
the period of use, has both: (a) the right to obtain
substantially all of the economic benefits from use
of the identified asset and (b) the right to direct the
use of the identified asset.

For a contract that contains a lease component
and one or more additional lease or non-
lease components, a lessee shall allocate the
consideration in the contract to each lease
component on the basis of the relative stand-
alone price of the lease component and the
aggregate stand-alone price of the non-lease
components, unless the lessee apply the practical
expedient which allows the lessee to elect, by
class of underlying asset, not to separate non-
lease components from lease components, and
instead account for each lease component and
any associated non-lease components as a single
lease component.

The Group has elected not to separate non-
lease components and account for all each
lease component and any associated non-lease
components as single lease component for all
lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2. ADOPTION OF HONG KONG FINANCIAL 2. OO
REPORTING STANDARDS (“HKFRSs") 00 O
(Continued) ooo

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

2019 (Continued)

(i)  Accounting as a lessee

Under HKAS 17, a lessee has to classify a lease
as an operating lease or a finance lease based on
the extent to which risks and rewards incidental
to ownership of a lease asset lie with the lessor
or the lessee. If a lease is determined as an
operating lease, the lessee would recognise the
lease payments under the operating lease as an
expense over the lease term. The asset under the
lease would not be recognised in the statement of
financial position of the lessee.

Under HKFRS 16, all leases (irrespective of they
are operating leases or finance leases) are required
to be capitalised in the statement of financial
position as right-of-use assets and lease liabilities,
but HKFRS 16 provides accounting policy choices
for an entity to choose not to capitalise (i) leases
which are short-term leases and/or (ii) leases
for which the underlying asset is of low-value.
The Group has elected not to recognise right-
of-use assets and lease liabilities for low-value
assets (the Group has leased mobile phones,
laptop computers and photocopying machines)
and leases for which at the commencement date
have a lease term less than 12 months. The lease
payments associated with those leases have been
expensed on straight-line basis over the lease
term.

The Group recognised a right-of-use asset and
a lease liability at the commencement date of a
lease.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

(iii)

Accounting as a lessee (Continued)

Right-of-use asset

The right-of-use asset should be recognised at cost
and would comprise: (i) the amount of the initial
measurement of the lease liability (see below for
the accounting policy to account for lease liability);
(i) any lease payments made at or before the
commencement date, less any lease incentives
received; (iii) any initial direct costs incurred by the
lessee and (iv) an estimate of costs to be incurred
by the lessee in dismantling and removing the
underlying asset to the condition required by the
terms and conditions of the lease, unless those
costs are incurred to produce inventories. The
Group measures the right-of-use assets applying
a cost model. Under the cost model, the Group
measures the right-to-use at cost, less any
accumulated depreciation and any impairment
losses, and adjusted for any remeasurement of
lease liability.

For leasehold land and buildings which is held for
own use would continue to be accounted for under
HKAS 16 and would be carried at its cost less any
accumulated depreciation and any accumulated
impairment losses. The adoption of HKFRS 16
therefore does not have any significant impact on
these right-of-use assets.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A A 0 A B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

@iii)

Accounting as a lessee (Continued)

Lease liability

The lease liability should be recognised at the
present value of the lease payments that are not
paid at the date of commencement of the lease.
The lease payments shall be discounted using the
interest rate implicit in the lease, if that rate can be
readily determined. If that rate cannot be readily
determined, the Group shall use the Group's
incremental borrowing rate.

The following payments for the right-to-use the
underlying asset during the lease term that are
not paid at the commencement date of the lease
are considered to be lease payments: (i) fixed
payments less any lease incentives receivable: (ii)
variable lease payments that depend on an index
or a rate, initially measured using the index or rate
as at commencement date; (iii) amounts expected
to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase
option if the lessee is reasonably certain to exercise
that option and (v) payments of penalties for
terminating the lease, if the lease term reflects the
lessee exercising an option to terminate the lease.

Subsequent to the commencement date, a lessee
shall measure the lease liability by: (i) increasing
the carrying amount to reflect interest on the lease
liability; (i) reducing the carrying amount to reflect
the lease payments made; and (iii) remeasuring
the carrying amount to reflect any reassessment
or lease modifications, e.g., a change in future
lease payments arising from change in an index or
rate, a change in the lease term, a change in the
in substance fixed lease payments or a change in
assessment to purchase the underlying asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

(iv)

Accounting as a lessor

The Group has leased out its investment properties
to a number of tenants. Rental income from
operating leases is recognised in profit or loss on
a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating
and arranging an operating lease are added to
the carrying amount of the leased asset and
recognised as an expense on the straight-line basis
over the lease term.

The accounting policies applicable to the Group as
a lessor in direct finance leasing business remain
substantially unchanged from those under HKAS
17.

Sale and leaseback transactions

As a buyer-lessor, the Group applies the
requirements of HKFRS 15 to assess whether
sale and leaseback transactions constitutes a sale,
upon application of HKFRS 16. For a transfer that
does not satisfy the requirements as a sale, the
Group accounts for the transfer proceeds within
the scope of HKFRS 9.

Refundable rental deposits

Refundable rental deposits received are accounted
under HKFRS 9 and initially measured at fair
value. Adjustment to fair value is considered as
additional lease payments from lessees.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(a) Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

w) Transition
As a lessee

As mentioned above, the Group has applied
HKFRS 16 using the cumulative effect approach
and recognised all the cumulative effect of initially
applying HKFRS 16 as an adjustment to the
opening balance at the date of initial application
(1 January 2019). The comparative information
presented in 2018 has not been restated and
continues to be reported under HKAS 17 and
related interpretations as allowed by the transition
provision in HKFRS 16.

The Group has recognised the lease liabilities at
the date of 1 January 2019 for leases previously
classified as operating leases applying HKAS 17
and measured those lease liabilities at the present
value of the remaining lease payments, discounted
using the lessee’s incremental borrowing rate at 1

January 2019.
EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

)

Transition (Continued)

As a lessee (Continued)

The Group has elected to recognise all the right-of-
use assets at 1 January 2019 for leases previously
classified operating leases under HKAS 17 at
an amount equal to the lease liabilities, adjusted
by the amount of any prepaid or accrued lease
payments relating to that lease recognised in
the consolidated adjustment of financial position
immediately before the date of initial application.
For all these right-of-use assets, the Group
has applied HKAS 36 Impairment of Assets
at 1 January 2019 to assess if there was any
impairment as of that date.

The Group has also applied the following practical
expedients: (i) applied a single discount rate
to a portfolio of leases with reasonably similar
characteristics; (i) applied the exemption of not to
recognise right-of-use assets and lease liabilities
for leases with term that will end within 12 months
of the date of initial application (1 January 2019)
and accounted for those leases as short-term
leases; and (iii) exclude the initial direct costs from
the measurement of the right-of-use asset at 1
January 2019.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A A 0 A B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

)

Transition (Continued)
As a lessee (Continued)

In addition, the Group has also applied the
practical expedients such that: (i) HKFRS 16 is
applied to all of the Group’s lease contracts that
were previously identified as leases applying HKAS
17 and HK(IFRIC)-Int 4 Determining whether an
Arrangement contains a Lease and (ii) not to apply
HKFRS 16 to contracts that were not previously
identified as containing a lease under HKAS 17
and HK(IFRIC)-Int4.

As a lessor

In accordance with the transitional provisions in
HKFRS 16, the Group is not required to make any
adjustment on transition for leases in which the
Group is a lessor but account for these leases in
accordance with HKFRS 16 from the date of initial
application and comparative information has not
been restated.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a) Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

)

Transition (Continued)

As a lessor (Continued)

Sale and leaseback transactions

In accordance with the transition provisions of
HKFRS 16, sale and leaseback transactions
entered into before the date of initial application
were not reassessed but the new requirements
are applied to the Group’s sale and leaseback
transactions entered into on and after 1 January
2019.

Refundable rental deposits

Before application of HKFRS 16, refundable
rental deposits received were considered as rights
and obligations under leases to which HKAS
17 applied. Based on the definition of lease
payments under HKFRS 16, such deposits are
not payments relating to the right-of-use assets
and were adjusted to reflect the discounting
effect at transition. As the discounting effect is not
significant, no adjustment was made to refundable
rental deposits received at the initial date of
application.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

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

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

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

The amendment clarifies that HKFRS 9 applies to long-
term interests (“LT1") in associates or joint ventures which
form part of the net investment in the associates or joint
ventures and stipulates that HKFRS 9 is applied to these
LTI before the impairment losses guidance within HKAS
28.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

Annual Improvements to HKFRSs 2015-2018 Cycle -
Amendments to HKFRS 3, Business Combinations

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

Annual Improvements to HKFRSs 2015-2018 Cycle —
Amendments to HKFRS 11, Joint Arrangements

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include
amendments to HKFRS 11 which clarify that when a
party that participates in, but does not have joint control
of, a joint operation which is a business and subsequently
obtains joint control of the joint operation, the previously
held equity interest should not be remeasured to its
acquisition date fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(a)

Adoption of new/revised HKFRSs — effective 1 January
2019 (Continued)

Annual Improvements to HKFRSs 2015-2018 Cycle -
Amendments to HKAS 12, Income Taxes

The amendments issued under the annual improvements
process make small, non-urgent changes to standards
where they are currently unclear. They include
amendments to HKAS 12 which clarify that all income tax
consequences of dividends are recognised consistently
with the transactions that generated the distributable
profits, either in profit or loss, other comprehensive income
or directly in equity.

Annual Improvements to HKFRSs 2015-2018 Cycle -
Amendments to HKAS 23, Borrowing Costs

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

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(b)

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

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

Amendments to HKFRS 3 Definition of a business!
Amendments to HKAS 1 and  Definition of material*
HKAS 8
Amendments to HKFRS 9, Interest Rate Benchmark Reform!
HKAS 39 and HKFRS 7

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

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

2 The amendments were originally intended to be effective for
periods beginning on or after 1 January 2018. The effective
date has now been deferred/removed. Early application of the
amendments of the amendments continue to be permitted.

Amendments to HKFRS 3 — Definition of a business

The amendments clarify that a business must include,
as a minimum, an input and a substantive process that
together significantly contribute to the ability to create
outputs, together with providing extensive guidance on
what is meant by a “substantive process”.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

2.

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

(Continued)

(b)

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

Amendments to HKFRS 3 — Definition of a business
(Continued)

Additionally, the amendments remove the assessment of
whether market participants are capable of replacing any
missing inputs or processes and continuing to produce
outputs, whilst narrowing the definition of “outputs” and
a “business” to focus on returns from selling goods and
services to customers, rather than on cost reductions.

An optional concentration test has also been added that
permits a simplified assessment of whether an acquired
set of activities and assets is not a business.

Amendments to HKAS 1 and HKAS 8 — Definition of
material

The amendments clarify the definition and explanation
of “material”, aligning the definition across all HKFRS
Standards and the Conceptual Framework, and
incorporating supporting requirements in HKAS 1 into the
definition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

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

(Continued)

(b)

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

Amendments to HKFRS 9, HKAS 39 and HKFRS 7 -
Interest Rate Benchmark Reform

The amendments modify some specific hedge accounting
requirements to provide relief from potential effects of
the uncertainties caused by interest rate benchmark
reform. In addition, the amendments require companies
to provide additional information to investors about their
hedging relationships which are directly affected by these
uncertainties.

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

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

The Group is not yet in a position to state whether these
new pronouncements will result in substantial changes to
the Group'’s accounting policies and financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES

The consolidated financial statements have been prepared in
accordance with HKFRSs issued by the HKICPA. In addition, the
consolidated financial statements include applicable disclosures
required by the Rules Governing the Listing of Securities on
the Stock Exchange (“Listing Rules”) and by the Hong Kong
Companies Ordinance.

The consolidated financial statements have been prepared on the
historical cost basis except for certain financial instruments and
investment properties that are measured at fair values at the end
of each reporting period as explained in the accounting policies set
out below. Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market
participants at the measurement date, regardless of whether that
price is directly observable or estimated using another valuation
technique. In estimating the fair value of an asset or a liability,
the Group takes into account the characteristics of the asset or
liability if market participants would take those characteristics into
account when pricing the asset or liability at the measurement
date. Fair value for measurement and/or disclosure purposes in
these consolidated financial statements is determined on such
a basis, except for share-based payment transactions that are
within the scope of HKFRS 2 “Share-based payment”, leasing
transactions that are within the scope of HKFRS 16 “Leases”, and
measurements that have some similarities to fair value but are not
fair value, such as net realisable value in HKAS 2 “Inventories” or
value in use in HKAS 36 “Impairment of assets”.

A fair value measurement of a non-financial asset takes into
account a market participant's ability to generate economic
benefits by using the asset in its highest and best use or by selling
it to another market participant that would use the asset in its
highest and best use.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

In addition, for financial reporting purposes, fair value
measurements are categorised into Level 1, 2 or 3 based on the
degree to which the inputs to the fair value measurements are
observable and the significance of the inputs to the fair value
measurement in its entirety, which are described as follows:

- Level 1 inputs are quoted prices (unadjusted) in active
markets for identical assets or liabilities that the entity can
access at the measurement date;

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

- Level 3 inputs are unobservable inputs for the asset or
liability.
The principal accounting policies are set out below.

Basis of consolidation

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

- has power over the investee;

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

- has the ability to use its power over the investee to affect its
returns.

The Group reassesses whether or not it controls an investee if facts
and circumstances indicate that there are changes to one or more
of the three elements of control listed above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Basis of consolidation (Continued)

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

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

When necessary, adjustments are made to the financial
statements of subsidiaries to bring their accounting policies in
line with those used by other members of the Group’s accounting
policies.

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

Changes in the Group’s ownership interests in existing
subsidiaries

When the Group loses control of a subsidiary, the assets and
liabilities of that subsidiary and non-controlling interests (if any)
are derecognised. A gain or loss is recognised in profit or loss
and is calculated as the difference between (i) the aggregate of
the fair value of the consideration received and the fair value of
any retained interest and (ii) the carrying amount of the assets
(including goodwill), and liabilities of the subsidiary attributable to
the owners of the Company. All amounts previously recognised
in other comprehensive income in relation to that subsidiary are
accounted for as if the Group had directly disposed of the related
assets or liabilities of the subsidiary (i.e. reclassified to profit or loss
or transferred to another category of equity as specified/permitted
by applicable HKFRSs).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations

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

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

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

° deferred tax assets or liabilities, and assets or liabilities
related to employee benefit arrangements are recognised
and measured in accordance with HKAS 12 “Income
taxes” and HKAS 19 “Employee benefits” respectively;

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

o assets (or disposal groups) that are classified as held for
sale in accordance with HKFRS 5 “Non-current assets
held for sale and discontinued operations” are measured
in accordance with that standard.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Business combinations (Continued)

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

Non-controlling interests that are present ownership interests
and entitle their holders to a proportionate share of the relevant
subsidiary’s net assets in the event of liquidation are initially
measured either at fair value or at the non-controlling interests’
proportionate share of the recognised amounts of the acquiree’s
identifiable net assets or at fair value. The choice of measurement
basis is made on a transaction-by-transaction basis.

Acquisition of a subsidiary not constituting a business

When the Group acquires a group of assets and liabilities that do
not constitute a business, the Group identifies and recognises
the individual identifiable assets acquired and liabilities assumed
by allocating the purchase price first to the financial assets and
financial liabilities at the respective fair values, the remaining
balance of the purchase price is then allocated to the other
individual identifiable assets and liabilities on the basis of their
relative fair values at the date of purchase. Such a transaction
does not give rise to goodwill or bargain purchase gain.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in subsidiaries

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

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

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

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

Other contractual arrangements; and
Historic patterns in voting attendance.
In the Company’s statement of financial position, investments in
subsidiaries are stated at cost less impairment loss, if any. The

results of subsidiaries are accounted for by the Company on the
basis of dividend received and receivable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Goodwill

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

For the purposes of impairment testing, goodwill is allocated to
each of the Group’s cash-generating units (or groups of cash-
generating units) that is expected to benefit from the synergies
of the combination, which represent the lowest level at which the
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 when there is indication that the
unit may be impaired. For goodwill arising on an acquisition
in a reporting period, the cash-generating unit (or group of
cash-generating units) to which goodwill has been allocated is
tested for impairment before the end of that reporting period.
If the recoverable amount is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill and then to the other assets on a pro-rata basis based
on the carrying amount of each asset in the unit (or group of cash-
generating units).

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

Investments in associates

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

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates (Continued)

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

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

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

In the Company’s statement of financial position, investments in
associates are carried at cost less impairment losses, if any. The
results of associates are accounted for by the Company on the
basis of dividends received and receivable during the year.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Segment reporting

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

Revenue recognition

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

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

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

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

° does not create an asset with an alternative use to the

Group and the Group has an enforceable right to payment
for performance completed to date.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

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

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

(i) Revenue for the provision of advisory services is
recognised at a point in time when the services related to
the underlying transaction are completed under the terms
of the contract. Invoices for these service income are
issued on completion of services. The service fee has been
fixed at the signing of contract.

(ii) Revenue for the provision of asset management advisory
services is recognised over time on time apportionment
basis as those services are provided throughout the
contract period at fixed consideration. Invoices are issued
according to the agreed payment schedule and are usually
payable within 0-5 days.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (Continued)

(iii) For revenue from sales of goods provided by the Group,
customers obtain control of the goods when the goods
are delivered to and have been accepted. Revenue is
thus recognised upon when the customers accepted
the products. There is generally only one performance
obligation. Invoices are usually payable within 30 days. In
the comparative period, revenue from sales of goods is
recognised on transfer of risks and rewards of ownership,
which was taken as at the time of delivery and the title is

passed to customer.

(iv) Rental income from property leasing

Revenue from rental income is recognised on a straight-

line basis over the relevant lease terms.

(v) Other income

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

Interest income, including finance lease interest income,
sale-leaseback transaction interest income, loan interest
income and bank interest income, is accrued on a
time apportionment basis, by reference to the principal
outstanding and at the effective interest rate applicable,
which is the rate that exactly discounts the estimated
future cash receipts through the expected life of the
financial asset to that asset’s net carrying amount on initial

recognition.

Contract assets and liabilities

A contract asset represents the Group’s right to consideration in
exchange for services that the Group has transferred to a customer
that is not yet unconditional. In contrast, a receivable represents
the Group’s unconditional right to consideration, i.e. only the
passage of time is required before payment of that consideration is

due.
HINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES

(Continued)
Contract assets and liabilities (Continued)

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

Foreign currencies

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

Exchange differences arising on the settlement of monetary items,
and on the retranslation of monetary items, are recognised in profit
or loss in the period in which they arise.

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

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

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

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Borrowing costs

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

Government grants

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

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

Retirement benefit costs

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

Short-term and other long-term employee benefits

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

A liability is recognised for benefits accruing to employees (such as

wages and salaries, annual leave and sick leave) after deducting
any amount already paid.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Taxation

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

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

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

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

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

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

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 rate (and tax laws) that have
been enacted or substantively enacted by the end of the reporting
period.

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

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

Leasing (accounting policies applied from 1 January 2019)

All leases (irrespective of they are operating leases or finance
leases) are required to be capitalised in the statement of financial
position as right-of-use assets and lease liabilities, but accounting
policy choices exist for an entity to choose not to capitalise (i)
leases which are short-term leases and/or (ii) leases for which
the underlying asset is of low-value. The Group has elected not
to recognise right-of-use assets and lease liabilities for low-value
assets and leases for which at the commencement date have a
lease term less than 12 months. The lease payments associated
with those leases have been expensed on straight-line basis over
the lease term.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (accounting policies applied from 1 January 2019)
(Continued)

Right-of-use asset

The right-of-use asset should be recognised at cost and would
comprise: (i) the amount of the initial measurement of the
lease liability (see below for the accounting policy to account
for lease liability); (i) any lease payments made at or before the
commencement date, less any lease incentives received; (iii) any
initial direct costs incurred by the lessee and (iv) an estimate of
costs to be incurred by the lessee in dismantling and removing
the underlying asset to the condition required by the terms and
conditions of the lease, unless those costs are incurred to produce
inventories. The Group measures the right-of-use assets applying
a cost model. Under the cost model, the Group measures the
right-to-use at cost, less any accumulated depreciation and any
impairment losses, and adjusted for any remeasurement of lease
liability.

The Group accounts for leasehold land and buildings which is
held for own use under HKAS 16 and are carried at its cost less
any accumulated depreciation and any accumulated impairment
losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (accounting policies applied from 1 January 2019)
(Continued)

Lease liability

The lease liability is recognised at the present value of the lease
payments that are not paid at the date of commencement of the
lease. The lease payments are discounted using the interest rate
implicit in the lease, if that rate can be readily determined. If that
rate cannot be readily determined, the Group uses the Group’s
incremental borrowing rate.

The following payments for the right-to-use the underlying asset
during the lease term that are not paid at the commencement
date of the lease are considered to be lease payments: (i) fixed
payments less any lease incentives receivable: (i) variable lease
payments that depend on an index or a rate, initially measured
using the index or rate as at commencement date; (iii) amounts
expected to be payable by the lessee under residual value
guarantees; (iv) the exercise price of a purchase option if the
lessee is reasonably certain to exercise that option and (v)
payments of penalties for terminating the lease, if the lease term
reflects the lessee exercising an option to terminate the lease.

Subsequent to the commencement date, the Group measures
the lease liability by: (i) increasing the carrying amount to reflect
interest on the lease liability; (ii) reducing the carrying amount to
reflect the lease payments made; and iii) remeasuring the carrying
amount to reflect any reassessment or lease modifications, e.g., a
change in future lease payments arising from change in an index
or rate, a change in the lease term, a change in the in substance
fixed lease payments or a change in assessment to purchase the
underlying asset.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (accounting policies applied from 1 January 2019)
(Continued)

Accounting as a lessor

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

The Group has leased out its investment properties to a number
of tenants. Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the relevant
lease. Initial direct costs incurred in negotiating and arranging an
operating lease are added to the carrying amount of the leased
asset and recognised as an expense on the straight-line basis over
the lease term.

Sale and leaseback transactions

As a buyer-lessor, the Group applies the requirements of HKFRS
15 to assess whether sale and leaseback transactions constitutes
as sale, upon application of HKFRS 16. For a transfer that does
not satisfy the requirements as sale, the Group accounts for the
transfer proceeds within the scope of HKFRS 9.

Refundable rental deposits

Refundable rental deposits received are accounted under HKFRS
9 and initially measured at fair value. Adjustment to fair value are
considered as additional lease payments from lessees.

Leasing (accounting policies applied until 31 December 2018)
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.
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f B T 785 AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasing (accounting policies applied until 31 December 2018)
(Continued)

The Group as lessor

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

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

The Group as lessee

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

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

Property, plant and equipment

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

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

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Property, plant and equipment (Continued)

Property, plant and equipment are depreciated on their costs less
their residual values on a straight-line basis over their estimated
useful lives as follows:

Leasehold land and buildings
Leasehold improvements,
furniture and fixtures

10 to 50 years
3 to 5 years or over lease term,
whichever is shorter

Plant, machinery 510 10 years

and equipment

Motor vehicles 3 to 8 years

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

Investment property

Investment property is property held either to earn rentals or for
capital appreciation or for both, but not held for sale in the ordinary
course of business, use in the production or supply of goods or
services or for administrative purposes. Investment property is
measured at cost on initial recognition and subsequently at fair
value with any change therein recognised in profit or loss.

An investment property is derecognised upon disposal or when
the investment property is permanently withdrawn from use and
no future economic benefits are expected from its disposals. Any
gain or loss arising on derecognition of the asset (calculated as
the difference between the net disposal proceeds and carrying
amount of the asset) is included in the profit or loss in the period in
which the item is derecognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f B T 785 AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Leasehold land and building (accounting policies applied until
31 December 2018)

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

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

Impairment losses on assets (other than financial assets)

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

o property, plant and equipment;
o right-of-use assets; and
° investments in subsidiaries, associates and joint ventures.

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

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Impairment losses on assets (other than financial assets)
(Continued)

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

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.

3.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Inventories

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

Financial instruments
Financial assets

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

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

Financial assets with embedded derivatives are considered in

their entirely when determining whether their cash flows are solely
payment of principal and interest.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Debt instruments

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

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

Fair value through profit or loss (“FVTPL”): Financial assets at fair value
through profit or loss include financial assets held for trading, financial
assets designated upon initial recognition at fair value through profit or
loss, or financial assets mandatorily required to be measured at fair value.
Financial assets are classified as held for trading if they are acquired
for the purpose of selling or repurchasing in the near term. Derivatives,
including separated embedded derivatives, are also classified as held
for trading unless they are designated as effective hedging instruments.
Financial assets with cash flows that are not solely payments of principal
and interest are classified and measured at fair value through profit or
loss, irrespective of the business model. Notwithstanding the criteria for
debt instruments to be classified at amortised cost or at fair value through
other comprehensive income, as described above, debt instruments may
be designated at fair value through profit or loss on initial recognition if
doing so eliminates, or significantly reduces, an accounting mismatch.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial assets (Continued)
Equity instruments

On initial recognition of an equity investment that is not held
for trading, the Group could irrevocably elect to present
subsequent changes in the investment’s fair value in other
comprehensive income. This election is made on an investment-
by-investment basis. Equity investments at fair value through
other comprehensive income are measured at fair value. Dividend
income are recognised in profit or loss unless the dividend income
clearly represents a recovery of part of the cost of the investments.
Other net gains and losses are recognised in other comprehensive
income and are not reclassified to profit or loss. All other equity
instruments are classified as FVTPL, whereby changes in fair
value, dividends and interest income are recognised in profit or
loss.

Impairment loss on financial assets

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

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

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment loss on financial assets (Continued)

The Group has elected to measure loss allowances for finance
lease receivables, contract assets and service income receivables
using HKFRS 9 simplified approach and has calculated
ECLs based on lifetime ECLs. The Group has established a
provision matrix that is based on the Group’s historical credit
loss experience, adjusted for forward-looking factors specific to
the debtors and the economic environment. For finance lease
receivables relating to customers with known financial difficulties
or significant doubt on collection of receivables are assessed
individually for provision for impairment allowance.

For loan receivables and other debt financial assets, the ECLs are
based on the 12-months ECLs. The 12-months ECLs is the portion
of the lifetime ECLs that results from default events on a financial
instrument that are possible within 12 months after the reporting
date. However, when there has been a significant increase in
credit risk since origination, the allowance will be based on the
lifetime ECLs.

When determining whether the credit risk of a financial asset
has increased significantly since initial recognition and when
estimating ECL, the Group considers reasonable and supportable
information that is relevant and available without undue cost or
effort. This includes both quantitative and qualitative information
analysis, based on the Group’s historical experience and informed
credit assessment and including forward-looking information.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Impairment loss on financial assets (Continued)

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

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

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

Financial liabilities

The Group classifies its financial liabilities, depending on the
purpose for which the liabilities were incurred. Financial liabilities
at fair value through profit or loss are initially measured at fair value
and financial liabilities at amortised costs are initially measured at
fair value, net of directly attributable costs incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities (Continued)
Financial liabilities at fair value through profit or loss

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

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

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

Subsequent to initial recognition, financial liabilities at fair value
through profit or loss are measured at fair value, with changes in
fair value recognised in profit or loss in the period in which they
arise, except for the gains and losses arising from the Group’s own
credit risk which are presented in other comprehensive income
with no subsequent reclassification to the statement of profit or
loss. The net fair value gain or loss recognised in the statement
of profit or loss does not include any interest charged on these
financial liabilities.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Financial liabilities (Continued)
Financial liabilities at amortised cost

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

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

Effective interest method

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

Equity instruments

Equity instruments issued by the Company are recorded at the
proceeds received, net of direct issue costs.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Financial instruments (Continued)
Derecognition

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

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

Where the Group issues its own equity instruments to a creditor
to settle a financial liability in whole or in part as a result of
renegotiating the terms of that liability, the equity instruments
issued are the consideration paid and are recognised initially and
measured at their fair value on the date the financial liability or part
thereof is extinguished. If the fair value of the equity instruments
issued cannot be reliably measured, the equity instruments
are measured to reflect the fair value of the financial liability
extinguished. The difference between the carrying amount of the
financial liability or part thereof extinguished and the consideration
paid is recognised in profit or loss for the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

3.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Equity-settled share-based payment transactions
Share options granted to employees

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

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

When share options are exercised, the amount previously
recognised in share options reserve will be transferred to share
premium. When the share options are forfeited after the vesting
date or are still not exercised at the expiry date, the amount
previously recognised in share options reserve will be transferred
to accumulated losses.

FINANCIAL LEASING GROUP CO., LTD.
O

OO0000Oooo

goooobooboobobooo
ooooooon

ooooooooobooobooboood
ooooooooooooboooood
ao

gobooooOoooooOoooobod
oboMmoooooooooooooo
obobooooooooboooboo
uobooobooboboooboboa
ooOoOooomoooooooooa
oooooooobooboooboo
gooooooooooboooboo
gboboobooooooboooooobo
gooooomooooooooooa
oobooooOooboobooooboo
oo

ooboobooooooboooboo
oobooooooboooooooboga
gobooboooboobooboo
gboooooobooobooobod
oooooog



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

KEY SOURCES OF ESTIMATION
UNCERTAINTY

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

The estimates and underlying assumptions are reviewed on an
ongoing basis. Revisions to accounting estimates are recognised
in the period in which the estimate is revised if the revision affects
only that period, or in the period of the revision and future periods
if the revision affects both current and future periods.

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

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

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

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

4.
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Valuation of goodwill

During the year ended 31 December 2016, the Group acquired
China Ever Grand Capital Group Limited (“Ever Grand Capital”)
and identified a goodwill in the acquisition. The value in use
is determined based on the cash flow projection for the cash
generating units (“CGUs"), discounted to their present values and
requires the use of key assumptions, including the discount rate,
terminal growth rate, budgeted sales and gross margin, taking into
account the financial budget approved by the directors based on
the management’s experience from the financial leasing business
and also management'’s expectations for the market development.
During the year ended 31 December 2019, the carrying amount
of goodwill was fully impaired and a loss of HK$9,373,000 (2018:
HK$63,000,000) has been recognised to profit or loss. Details of
the recoverable amount calculation are disclosed in note 15.

Collectability of loan receivables

The Group makes provision for impairment of loan receivables
based on assumptions about risk of default and expected credit
loss. The amount of the impairment loss is measured as the
difference between the loan receivables carrying amount and the
present value of estimated future cash flows discounted at the
financial asset's original effective interest rate (i.e. the effective
interest rate computed at initial recognition). During the year,
impairment loss on loan receivables of HK$6,889,000 (2018:
HK$29,948,000) has been recognised to profit or loss. Where the
future cash flows are less than expected, a material impairment
loss may arise. The aggregate net carrying value of loan
receivables at 31 December 2019 was HK$240,363,000 (2018:
HK$167,441,000).
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

REVENUE

Revenue represents finance lease interest income generated
from financial leasing and sale-leaseback transaction, service fee
income provided to outsiders, loan interest income from provision
of loan facilities, rental income from leasing out properties and sale

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

o]

oooooboooboobooood
gobooobobooboooboo
oobobooooooboooobood
oooooooooooboooboo

of food additives. 0o
2019 2018
oooano ooooo
HK$’000 HK$'000
aooo aooao
Service fee income oooono 11,063 31,384
Finance lease interest income dooooooag 29,136 54,609
Sale-leaseback transaction interestincome O OOOOOOO0O0O 13,184 -
Loan interest income ooooon 13,496 4,530
Rental income ooood 2,253 -
Sale of food additives ooooooag 2,023 -
71,155 90,523

The disaggregation of the Group’s revenue from contracts with
customers, including service fee income, asset management

advisory service fee income and sale of
follows:

food additives, are as goooooo

goboooboooboooobooba
ooboooboooboobooobooo

2019 2018
oo0oano oOoooo
HK$’000 HK$'000
ooo ooao
At point in time ooooad
Advisory service fee income ooooooao - 25,800
Sale of food additives goooooao 2,023 -
2,023 25,800
Over time oooogo
Asset management advisory service oooooooag 11,063 5,684
Total revenue recognised Jodoooooooogd
from contracts with customers 13,086 31,384
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f B T 785 AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

6.

SEGMENT INFORMATION

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

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

Financial leasing

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

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

Investment — investment property in the PRC and Hong
Kong, investment in securities and
money lending business in Hong Kong

Others — research and development, manufacturing

and sale of food additives, new food
ingredients and nutritional enhancers in
the PRC (“Food Additives Business”)

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

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

SEGMENT INFORMATION (Continued)

Segment revenue and results

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

6. O0O0O0Oooo

ooooooo

The following is an analysis of the Group’s revenue and results by dooooooooooooooood
reportable and operating segments:

For the year ended 31 December 2019

goooooooo

oooooooooooonoonno

Financial
leasing Investment Others Total
gooa oo oo ano
HK$'000 HK$'000 HK$'000 HK$'000
goo goo oono ooo
Revenue oo
External sales oooag 56,393 12,739 2,023 71,155
Segment (loss)/profit ooooomoo (45,795) 682 (12,606) (57,719)
Other income, gains and losses gooooooooon 12,000
Corporate expenses oooo (35,849)
Other expenses oooo (582)
Share of result of an associate doooooooon 29,389
Loss before taxation goooo (52,761)

Annual Report 2019 ]33



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A A 0 A B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

6.

SEGMENT INFORMATION (Continued)

Segment revenue and results (Continued)

For the year ended 31 December 2018

6. OO0O0O0Oooo
0000000000

oooooooooooononno

Terminal
Financial  and logistics
leasing services Investment Others Total
ooo
oooo oooo oo oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo oono
Revenue oo
External sales oooOd 85,993 - 4,530 - 90,523
Segment (loss)/profit ooooomon (65,441) 37,554 (59,116) (4,234) (91,237)
Other income, gainsand losses 0000000000 4,081
Corporate expenses oooo (72,846)
Other expenses oooog (1,524)
Loss on disposal of partial oooooooo
interest in a joint venture oooooon
and the grant of the call option oopoooono (218,793)
Gain on derecognition of gooooooooo
subsidiaries oo 10,194
Share of result of an associate 0000000000 10,499
Loss before taxation goooo (359,626)

The accounting policies of the reportable and operating segments
are the same as the Group’s accounting policies. Segment results
represent the profit earned or loss incurred by each segment
without allocation of certain other income, certain other gains and
losses, loss on disposal of partial interest in a joint venture and
the grant of the call option, gain on disposal of subsidiaries, share
result of an associate and corporate expenses. This is the measure
reported to the CODM for the purposes of resource allocation and
performance assessment.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SEGMENT INFORMATION (Continued) 6. O0O0O0Oooo
Segment assets and liabilities ooooooo
The following is an analysis of the Group’s assets and liabilities by dooooooooooooooood
reportable and operating segments: oooodoooo
At 31 December 2019 ooooooooononn
Financial
leasing Investment Others Total
oooo oo oo 00
HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo
Segment assets oooo 880,789 138,426 68,626 1,087,841
Interest in an associate goo0o0oooooo 338,206
Unallocated corporate assets oooooooo 120,628
Consolidated assets gooo 1,546,675
Segment liabilities oooo 631,492 534 720 632,746
Unallocated corporate liabilities oooooooo 52,910
Consolidated liabilities oooo 685,656
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

6. SEGMENT INFORMATION (continued) 6. O0O0O0Oooo
Segment assets and liabilities (Continued) 000oO0o0oooooo
At 31 December 2018 oooooooooooon
Financial
leasing Investment Others Total
oooo oo oo oo
HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo 00od
Segment assets oooo 1,184,885 139,668 8,556 1,333,109
Interest in an associate ooooooooono 315,706
Unallocated corporate assets 0gooooooon 230,060
Consolidated assets gooo 1,878,875
Segment liabilities oooo 885,127 29 39 885,819
Unallocated corporate liabilities 0gooooooon 65,355
Consolidated liabilities gooo 951,174
For the purposes of monitoring segment performances and oo000oOoooooOooooooao

allocating resources among segments:

- all assets are allocated to reportable and operating - odooooooooooood
segments other than an office premise for administrative gooooboooooooooag
purpose, certain other receivables, certain deposits placed godoooOoooooooag
in non-bank financial institutions and certain cash and 0oooooooooooood
cash equivalents; and goo0oooOooooooo

- all liabilities are allocated to reportable and operating - gooDoOoooooooooag
segments other than certain other payables, certain tax goooooooooOoooog
payables, financial liability at FVTPL and deferred tax goooooOoooooooog
liabilities. oooooooooooono

CIAL LEASING GROUP CO., LTD.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SEGMENT INFORMATION (Continued) 6. U0O0O0Oooo

Other segment information gooooaog

For the year ended 31 December 2019

oooooooooooooonno

Financial
leasing Investment Others Consolidated
oooo oo oo oo
HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo oono
Amounts charged (credited) in 0ooooooomon
the measure of segment (profit) obooOooDooCoo
or loss or segment assets: ooao
Additions of property, oooooooooo
plant and equipment 13,093 63,976 58,094 135,163
Depreciation of property, goooooooooo
plant and equipment 103 - 3,827 3,930
Change in fair value of equity oopooooooooo
investments at fair value oboooobooo
through profit or loss (2,558) 7,766 - 5,208
Interest income from loan receivables 000000000 (10,049) (10,486) - (20,535)
Finance lease interest income goooDooo (29,136) - - (29,136)
Sale-leaseback transaction interest ooooboooon
income (13,184) - - (13,184)
Interest expenses (included in cost gooooooooooo
of sales) 40,289 - - 40,289
Impairment loss on goodwill oooooo 9,373 - - 9,373
Impairment loss on finance ooooooooooa
lease receivables 32,578 - - 32,578
Impairmentlossonaloanreceivable O O0000000O00O
from sale-leaseback transaction oooo 5,678 - - 5,678
Impairment loss on loan receivables O O0000000O 1,211 - - 1,211
Amounts regularly provided to the oooobpoooon
chief operating decision maker oooO00ooOooo
but not included in the measure opooomoo
of segment (profit) or loss: oooo
Income tax credit ooooo (1,798) - - (1,798)
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

6. SEGMENT INFORMATION (Continued) 6. O0O0O0Oooo

Other segment information (Continued) oooooooog

For the year ended 31 December 2018

oooooooooooononno

Terminal
Financial and logistics
easing services Investment Others Consolidated
ooo
oooo oooao 0o oo oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo 000 ooo ooo
Amounts charged (credited) in 00000Doo0omaon
the measure of segment (profit) oo0oooooooO
or loss or segment assets: oooo
Additions of property, 000o0oooon
plant and equipment 9 - - 5759 5,768
Depreciation of property, gooooooooon
plant and equipment 337 - - - 337
Change in fair value of equity 0o0o000o000oo
investments at fair value oooooooooao
through profit or loss 8,824 - 37,544 - 46,368
Interest income from loan receivables OOCOO0C0OOO (5,243) = (4,530) = (9,773)
Finance lease interest income oooooooo (54,609) = = - (64,609)
Interest expenses (included in cost 000ooooooooon
of sales) 49,494 - - - 49494
Impairment loss on goodwil 0ooooo 63,000 - - - 63,000
Impairment loss on finance 0o0o000o000oo
lease receivables 1,553 - - - 1553
Impairment loss on loan receivables 00000000 4439 - 25,509 - 29,948
Share of result of a joint venture 00o0oooooono - (37,554) - - (37,554)
Amounts regularly provided to the 00o00o0o0ono
chief operating decision maker ooooooooo
but not included in the measure gooooooo
of segment profit or loss:
Income tax credit ooooo (391) = (22) = (413)
CHINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
0000D00000O0OOoODg



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SEGMENT INFORMATION (Continued)

Information about major customers

Revenue from customers of the financial leasing segment of
corresponding years contributing over 10% of total sales of the
Group are as follows:

6.

O000Oooo

ogpooo

oooo

ooooooooboooobooboood
ooooloxooooooogo

2019 2018

ogoooo ooooo

HK$'000 HK$'000

oo aoo

Customer A ooo 17,675 29,650
Customer B oono NAO OO 18,678
Customer C ooo 17,450 9,304

The corresponding revenue did not contribute over 10% of the total revenue of
the Group.

Geographical information

The Group's financial leasing, terminal and logistics services
divisions and food additives business are located in the PRC.
Investment division is mainly located in the PRC and Hong Kong.
Locations are determined according to principal place of operating
the businesses. Except for a revenue amount of HK$11,926,000
was generated in Hong Kong during the current year (2018:
HK$4,530,000), the remaining amount of HK$59,229,000 (2018:
HK$85,993,000) was generated in the PRC.

0o0o00ooooooooooolo%sd

gooo

oooooobooboboooooood
gooooooobbboboooooa
goooooboobbobobOonoooa
ooooooboobbObObOO00oooo
00000000000 011,926,000
0 000000004,530,0000 000
00000000 0ObL9,229,0000 00 O
ODOD0OOss993 000t 0muoon

ad
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

6. SEGMENT INFORMATION (continued) 6. O0O0O0Oooo
Geographical information (Continued) oo0ooooo
The following is an analysis of the carrying amount of non-current oooo0o0oooooooooooooo
assets (Note) analysed by the geographical location in which the dooDoomoooooa

assets are located:

2019 2018
ooooag ooooag
HK$’000 HK$'000
ooag ooag
The PRC Ood 455,570 331,112
Hong Kong oad 109,968 24,304
565,538 355,416
Note: Non-current assets excluded finance lease receivables and other financial 000 O0000O00D0O0O0O00O0OO0D0O0O0OOO0O
instruments. ooooo
7. OTHER INCOME, GAINS AND LOSSES 7. 0000000000
2019 2018
ooooag ooooag
HK$’000 HK$'000
ooag ooag
Other income oooag
Interest income from loan receivables oooooooon 7,039 5179
Interest income from banks and non-bank O 000000000000
financial institutions oooag 3,393 5,243
Dividend income from financial assets at 0oooooooooooo
fair value through profit or loss oooDoooooo - 1,212
Sundry income ooodad 68 216
10,500 11,850

CIAL LEASING GROUP CO., LTD.
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For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

OTHER INCOME, GAINS AND LOSSES 7. 00O0O0OOOOOOO
(Continued) 000
2019 2018
oooono ooooo
HK$'000 HK$'000
oo aoo
Other gains and (losses) ooooooooo
Change in fair value in financial assets doooooooooo
at fair value through profit or loss 0oooooooog (5,208) (46,368)
Change in fair value in financial liability oooDooooooono
at fair value through profit or loss oooooooood 11,662 4,848
Change in fair value on investment properties 0 0 0 00000 OO 645 —
Impairment loss on loan receivables Ooo0oooooao (1,211) (29,948)
Impairment loss on finance lease receivables 0 O 0 OO0 00000 O (32,578) (1,553)
Impairment loss on a loan receivable from OO0O0O0O0O0O0O0OO0O
sale-leaseback transaction oooog (5,678) =
Impairment loss on other receivables ooo0oooooo - (800)
Write off of inventory oooQ (833) =
Net foreign exchange losses Oooogo (523) (1,047)
Gain on derecognition of subsidiaries doooooooooo - 10,194
Others oo (6,326) (3,000)
(40,050) (67,674)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

8. DIRECTORS, CHIEF EXECUTIVE AND 8 00000O0O0OOO0OO
EMPLOYEES EMOLUMENTS 000
Directors and chief executive emoluments ooooooooooo
The emolument paid or payable to each of the directors and chief gooD00doDo0oooooooooo
executives were as follows: ooo

For the year ended 31 December 2019

0000C00D0OO00OO0O0OOOOO
Retirement
Salaries benefits
and other  Discretionary  Share-based scheme
Fees benefits bonus payments  contributions Total
ooo oooa oooa
oo oooa 0000 00000 oooa 0o
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo 000
(Note 3)
00030
Executive Directors gooo
Mr. Wong Lik Ping ooooa - 5,220 1,305 - 18 6,543
Mr. Lai Ka Fai ooooa - 1,885 500 - 18 2,403
Mr. Tao Ke oooo - 1,200 300 - 18 1,518
Mr. Qiao Weibing goooo - 1,639 1,216 - 18 2,873
Sub-fofal oo - 9,944 3,321 - 72 13.337
Non-executive Director goooao
Ms. Yip Man Yi (Note 1) 0000000010 25 - - - - 25
Sub-total oo 25 - - - - 25
Independent non-executive ooooooo
Directors
Mr. Goh Choo Hwee oooon 180 - 100 - - 280
Mr. U Keng Tin goooo 180 - 100 - - 280
Mr. Ho Hin Yip goooo 180 - 100 - - 280
Sub-total ao 540 - 300 - - 840
Total oo 565 9,944 3,621 - 72 14,202

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

8. DIRECTORS, CHIEF EXECUTIVE AND 8.
EMPLOYEES EMOLUMENTS (Continued)

OdooooooonDd
UO0U0Oooo
Directors and chief executive emoluments (Continued) 0o0o0o0b0Oooooooooo

For the year ended 31 December 2018

goooooopoooooooooO
Retirement
Salaries benefits
and other  Discretionary  Share-based scheme
Fees henefits bonus payments  contributions Total
ooo oooa oooa
oo gooa gooo 00000 oooa oo
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo ooo ooo
(Note 3)
0oo3o
Executive Directors gooo
Mr. Wong Lk Ping goooo - 5220 31,305 - 18 36,543
Mr. Lai Ka Fai ooooo - 1,385 460 - 18 2,363
Mr. Tao Ke gooa - 1,200 300 - 18 1518
Mr. Qiao Weibing goooo - 1,766 150 - 18 1,934
Subfotal oo - 10,071 32215 - 72 42358
Non-executive Director ooooo
Ms. Yeung Sau Han Agnes(Note2) 0000000020 - 154 - - - 154
Sub-total oo - 154 - - - 154
Independent non-executive ooooooo
Directors
Mr. Goh Choo Hwee goooo 180 - 100 - - 280
Mr. U Keng Tin ooooo 180 - 100 - - 280
Mr. Ho Hin Yip goooo 180 - 100 - - 280
Sub-total oo 540 - 300 - - 840
Total oo 540 10,225 32515 - 72 43362
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For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

8.

DIRECTORS, CHIEF EXECUTIVE AND
EMPLOYEES EMOLUMENTS (Continued)

Directors and chief executive emoluments (Continued)

Notes:

(1) Ms. Yip Man Yi appointed as a non-executive director of the Company with
effect from 17 October 2019.

2) Ms. Yeung Sau Han Agnes resigned as a non-executive director of the
Company with effect from 3 August 2018.

3) The discretionary bonus is based on operating appraisal results and basic

salary of each director with reference to the contribution to the Group for

the annual operating results and the individual performance.

Employee emoluments

The five highest paid employees of the Group during the year
included four directors (2018: four directors), details of whose
remuneration are set out above. Details of the remuneration for
the year of the remaining one (2018: one) highest paid employee
who is neither a director nor chief executive of the Company is as

8.

Odoo0oooooano
U0 Oooo

oooooboooooooo

ooo

1) gooooooobooboobooooooo
goooooOoooOooooo

2) 0oo00o0o0O0O0oooOOo0ooooooOo
ooooooooooo

) goooooOooooooocooooo
goooooooooooooooooo
gooocooooo

oooog

gooooosoooooooo4oon
000O0oDo400ocmoooooog
g0obooolooooooolomao
goooooooooobobooboooa
goooooooo

follow:
2019 2018
oooog ooooag
HK$'000 HK$'000
ooaog ooag
Salaries and other benefits ooooooo 1,037 1,300
Discretionary bonus oooad - -
Retirement benefits scheme contributions oooooooo 18 18
1,055 1,318

FINANCIAL LEASING GROUP CO., LTD.
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For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

DIRECTORS, CHIEF EXECUTIVE AND 8.

EMPLOYEES EMOLUMENTS (Continued)

Employee emoluments (Continued)

The number of the highest paid employees who are not the
directors and chief executive of the Company whose remuneration
fell within the following bands is as follow:

OdooooooonDd
UO0U0Oooo

gooooDoo
oobooooooboooboobog

goboboboooooobbooooooo

2019 2018
goood goooo

HK$1,000,001 to HK$1,500,000 1,000,0010 O O 1,500,0000 O 1 1

During the year, no emoluments were paid by the Group to any of
the directors or chief executive as an inducement to join or upon
joining the Group or as compensation for loss of office. None of the
directors waived any emoluments for both years.

gooooboooooobooobog
gooooooooooooooood
gobooobooobooobooboa
gboooooobooobo

TAXATION 9. OO
2019 2018
ooooo ooooo
HK$’000 HK$'000
ooao ooao
Current tax: ooooo
PRC Enterprise Income Tax (“EIT”) OoooooO
Oo0o00O00od 1,202 =
PRC withholding tax opoooo - 23,035
1,202 23,035
Overprovision in prior year: ooooooooo
Hong Kong Profits Tax ogoooo - (22)
Deferred tax credit for current year oooDoooooog (3,000) (9,545)
Taxation for the year ooooog (1,798) 13,468
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO
9. TAXATION (Continued) 9.

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

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

PRC withholding tax represents withholding tax on the estimated
capital gain tax arising from the disposal of partial interest in a joint

venture as well as the dividend received from a PRC subsidiary.

The taxation for the year can be reconciled to the loss before

U0Oooo

OO0000000000000165%0
ao

ooooooooooooboooood
00O0o0ooo25%00d

ooooooooobooobooboood
ooooooooooooboooood
gooobooooogo

goboooooobooboooboo

taxation per the consolidated statement of profit or loss as follow: oooao
2019 2018
ooood ooooo
HK$’000 HK$'000
oono ooo
Loss before tax for the year ooDoooooo (52,761) (359,626)
Tax at the domestic income tax rate doooooooooooo
(note) oooo (12,728) (62,197)
Tax effect of expenses not deductible Jddooooooooagd
for tax purpose oooad 3,861 51,161
Tax effect of income not taxable for doooooooooog
tax purpose oooo (3,075) (2,773)
Tax effect on share of result of a jointventure 0 D 0D 000000 O0OCOOO0O - (6,196)
Tax effect on share of result of anassociate OO0 0000000000000 (4,849) (1,732)
Utilisation of tax losses previously dooooooooooa
not recognised (122) =
Withholding tax on capital gain on share O0oDOo0O0o0DOOoOoooDoog
transfer of partial interest ina jointventure 0000000000000 - 22,778
Overprovision in prior year oooooooo - (22)
Tax effect of tax losses not recognised 000000 O0O0ooOoon 15,115 21,346
Others oo - (8,897)
Taxation for the year ooDooo (1,798) 13,468
Note: The domestic tax rate applicable to profits in the tax jurisdictions concerned Ooo0 0OOoOooooOoOoOoooooOooOooo
is used. oo

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

10. LOSS FOR THE YEAR 10. O OOOOd
2019 2018
goooo goooo
HK$'000 HK$'000
aooo aooo
Auditor’'s remuneration oooog 1,588 1,500
Depreciation of property, ooooooooood
plant and equipment 2,491 1,824
Depreciation of Right-of-use assets oopooooog 2,812 -
5,303 1,824
Interest expenses (included incostofsales) OO0 000 O0O0O0OOO0O 40,289 49,494
Cost of inventories sold (included in 0o0Do0o0ooooooogo
cost of sales) 3,545 =
Minimum lease payment in respect of dooooooooag
rental premises previously classified 0l7ooooooooag
as operating lease under HKAS 17 000o0ooooooo - 4,861
Interest on lease liabilities ooopoood 5 -
Short-term lease expenses oooodo 3,847 -
Staff costs: oooog
Directors’ and chief executive’s Oo00oooooooo
emoluments 14,202 43,352
Other staff costs oooooo
— Salaries and other benefits gooooooao 19,752 23,018
— Retirement benefits scheme ooooooooo
contributions 1,510 1,635
35,464 68,005
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

11. LOSS PER SHARE 11.

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

googad

oooooooooooooooood
goooooooo

2019 2018
ooood oooog
HK$'000 HK$'000
ood ooo
Loss oo
Loss for the year attributable to the Jdddodooooooooag
owners of the Company (34,132) (372,098)
2019 2018
ooood ooooo
'000 ‘000
oo oo

Number of shares ooog
Number of ordinary shares forthe purpose OO0 OD0O0O00OO0OO0O
of basic loss per share ooooad

11,919,198 11,919,198

Number of ordinary shares forthe purpose OO0 OO0 OO0OO0OO0O
of diluted loss per share ooooag

11,919,198 11,919,198

The computation of diluted loss per share for the years ended 31
December 2019 and 2018 does not assume the exercise of share
options granted by the Company as the exercise price of those
options was higher than the average market price for shares.

12. DIVIDENDS 12.

No dividend was paid or proposed for ordinary shareholders of
the Company during the year ended 31 December 2019, nor had
any dividend been proposed since the end of the reporting period
(2018: Nil).

CIAL LEASING GROUP CO., LTD.

ogooooooooooooooood
gooooooooooobooboooo
oobooooOoobooooboboo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

13. PROPERTY, PLANT AND EQUIPMENT

(1)

Reconciliation of carrying amount

13. DOOOOOOO

(1) gooooon

Ownership
interests in
leasehold land
and building
and other Leasehold Plant,
property held improvements, machinery
for own use furniture and and Motor
carried at cost fixtures equipment vehicles Total
ooooo
oooooa
ooooo oooo
oooooon 0ooono ooooo
gooooao ooo ooo oo oo
HK$000 HK$000 HK$000 HK$000 HK$000
ooo ooo ooo 0oo ooo
CosT oo
At 1 January 2018 goooooooooo 26,200 58 523 1476 28,257
Exchange differences gooao - - (44) 3) (@7)
Additions oo - 6 5,762 320 6,088
Disposals 0o - - (22) (243) (269)
At 31 December 2018 0o00oCooooooooo 26,200 64 6,219 1,550 34,033
Impact on initial applicatonon ~ 000000000000
HKFRS 16 (Note i) 0l0oOoOoooio 267 - - - 267
At 1 January 2019 00oooooooo 26,467 o4 6,219 1,550 34300
Exchange differences oooo (1672) 1) (196) (32) (1,901)
Addtions o0 43,600 7 309 - 46,706
Disposals oo - - - (320) (320)
Reassessment of lease gooooooooooio
liabilities (Note i) (1,042) = = = (1,042)
Transfer to investment propety 0000000000140
(note 14) (63976) = = = (63,976)
Acquisition of subsidiary (note 3%) 0 000 000 0 03%0 86,333 - 2,059 65 88,457
At 31 December 2019 0o00oCooooooooo 89,710 70 11,181 1,263 102,224
DEPRECIATION AND ooooo
IMPAIRMENT
At 1 January 2018 00oooooooo 873 53 267 907 2,100
Exchange differences 0ooo - - 19 (46) (27)
Charge for the year goooo 1,310 - R a2 1,824
Eliminated on disposal ooooo - - (21) (181) (202)
At 31 December 2018 0000000000000 2183 53 357 1,102 36%
Exchange differences oooo 23) = (46) (29 (98)
Charge for the year goooo 2812 2 2373 116 5,303
Eliminated on disposal ooooo - - - (105) (105)
Reassessment of lease goooooooooaOio
liabilities (Note i) (382) = = = (382)
At 31 December 2019 0000000000000 4,590 55 2,684 1,084 8413
CARRYING AMOUNTS ooo
At 31 December 2019 0000000000000 85,120 15 8,497 179 93,811
At 31 December 2018 0o000C00oO0oooono 24,017 11 5,862 48 30338
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

13. PROPERTY, PLANT AND EQUIPMENT
(Continued)

(1)  Reconciliation of carrying amount (Continued) (1)

Notes: (i) The Group has initially applied HKFRS 16 using the
cumulative effect approach and adjusted the opening
balances at 1 January 2019 to recognise right-of-
use assets relating to leases which were previously
classified as operating lease under HKAS 17, see note
2(a)(i).

(i) The lease liability is remeasured when the Group
exercised a termination option of a lease property.

(2) Right-of-use assets (2)

The analysis of the net book value of right-of-use assets by class
of underlying asset is as follows:

13. 0000 0OO0O0OOooo

ooooobooo

gooooooooao
oooooooooao
goooleooooog
gooooooooao
ooooooooooo
ooooooool7o
gooooooooao
goooooooooo
0 2@M0

ooo W

(i) ooooooooono
oooooocoooo
gooooo

goooo

ooooboboooboobooo
gbooooooboobo

31 December 1 January
2019 2019
ogoooo ogoooo
goo oo
gooao oo
Notes HK$'000 HK$'000
0o aooo oo
Ownership interests in oodododoooo
leasehold land and building OOOOOOOOOOOO
held for own use, carriedat O OO 0O0O0O
the depreciated cost (i) 85,120 24,017
Other property lease for oooooood
own use, carried at the ooooooaoo
depreciated cost (ii) - 267
85,120 24,284
Notes: (i) Ownership interest in leasehold land and building held ooo (@) oooooooood
for own use represented the Group's land use rights on gooooooooo
leasehold land and building located in Hong Kong and oooooooooOd
the PRC. Lump sum payments were made upfront to oooooooood
acquire these leasehold land and building in the PRC. goooocoooooo
gooooooooo
ooDoooooooo
ooooo
(ii) The Group has obtained the right to use other property (i) oooooooood

as its office through tenancy agreement. The lease runs
for a period of 2 years.

]50 CHINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

13. PROPERTY, PLANT AND EQUIPMENT 13. 00000000Oooo
(Continued)
(2) Right-of-use assets (Continued) (2) OCOOOOOOO
The analysis of expense item in relation to leases recognised in goodoooooooooog
profit or loss is as follows: ooooooood
2019 2018
oooono ooooo
HK$'000 HK$'000
oo aoo

Depreciation charge of right- OO0 O0O0O0OOOOO

of-use assets by class of Jooodoooooag
underlying assets
Ownership interest in oo0oo0ooOobOoooaon
leasehold land and gooood
building held for own
use 2,430 -
Other property leased for dooDoooooooo
own use 382 -
2,812 -
Interest on lease liabilities oo0ooooo 5 -
Expenses relating to ooooooooag
short-term leases 3,847 -
Note: The Group has initially applied HKFRS 16 using the cumulative 000 OO0OO0oOoOoOoOoOoOoOoOoOOo
effect approach and adjusted the opening balances at 1 January O0000oDoooooOoleno
2019 to recognise right-of-use assets relating to leases which oooooooooooooo
were previously classified as operating lease under HKAS 17. oooooooooooooo
After initial recognition of right-of-use assets at 1 January 2019, ooo0olZ7ooooooocoo
the Group as a lessee is required to recognise the depreciation of oooooooooooooo
right-of-use assets, instead of the previous policy of recognising dodoooooooooooo
rental expenses incurred under operating leases on a straight-line gopooooboDooooooo
basis over the lease term. Under this approach, the comparative gopopooooOOooooooo
information is not restated, see note 2(a)(i). oooooooooooooo
ooooooocooooooo
goocooooooooooo
0oooooozEmo
During the year, additions to right-of-use assets were primarily 000000000 OOoOoooo
related to newly acquired leasehold land and building in the 0000000 ooooooo
PRC. ooo

Annual Report 2019 ]5"



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

14. INVESTMENT PROPERTIES 14. 0000
Movements of carrying amounts presented in the consolidated gooDdodooooooooooooo
statement of financial position can be summarised as follows: ooo
2019 2018
ooood ooooo
HK$'000 HK$'000
ooo odod
Carrying amount at beginning of year oooodao - -
Acquisition of subsidiaries (note 39b) 0000000 do39d 70,117 -
Transfer from property, plant and doooooooood
equipment (note 13) 000130 63,976 -
Net gain from fair value adjustments oooooooog 645 —
Exchange difference ooodd (1,217) -
Carrying amount at end of year oooodo 133,521 -
2019 2018
0ooooon oooond
HK$’000 HK$'000
ooog odad
Property in Hong Kong oooodo 67,300 -
Property in the PRC googodo 66,221 -
Carrying amount at end of the year oooodo 133,521 -
During the year, there is no fair value of measurement of Level 1 doddoooooooooooood
and Level 2.
The fair value of the Group’s investment properties located in 0000oD000o0oooOooooooo
Hong Kong and the PRC at 31 December 2019 have been arrived dooooooooDoooooood
at on market value basis carried out by Centaline Surveyors dddoooooOoOoOoOooOoooao
Limited and Ravia Global Appraisal Advisory Limited respectively. 0o0o0oooooDoooooood
They are independent valuers who hold a recognised and relevant ooo0Oo0oo0ooooooooooon
professional qualification and have recent experience in the 000o0DoO0ooooooooooa
location and category of the investment being valued. 00o0oooooooooooo

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

14.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

INVESTMENT PROPERTIES (Continued)

The fair value of investment properties is a level 3 recurring fair
value measurement. A reconciliation of the opening and closing
balance is as follows:

14. 0O 00Oocoo

goooooooooooboooood
ghbobooooboooboobo

2019 2018
00000 gooon
HK$'000 HK$'000
ooao ooo
Opening balance (level 3 recurring fairvalue) D 0 000 0000000 OO0O - -
Acquisition of subsidiaries (note 39b) 0000000 oo39n 70,117 -
Transfer from property, plant and doooooooooo
equipment (note 13) 000130 63,976 -
Net gain from fair value adjustments odooooooooo 645 -
Exchange difference oooo (1,217) =
Closing balance (level 3 recurring fairvalue) OO0 OO0 0O OO0OOODOOOO 133,521 -
Change in unrealised gains or losses forthe O OO OO0 O0OOOOO0O
year included in profit or loss for assets oooooooooooo
held at the end of the year 645 -

The fair value measurement is based on the above investment
properties’ highest and best use, which does not differ from their
actual use.

The fair value of investment properties is determined using direct
comparison approach based on the principle of substitution,
where the comparison is made based on asking prices of
comparable properties. Comparable properties of similar size,
timing of transaction, nature, character and location are analysed.

oooooboooboobooooo
gboobooboboboooOooa
ad

oooooboooboobooooo
gogoooobobobbboooooooa
gbooooobbooooboooooo
ooooooboooobobooood
gooog
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

14. INVESTMENT PROPERTIES (Continued) 14. 00 00Oooo
Unobservable inputs(s) oo0oooooo
Range
oo
2019
opooog
Premium/(discount) on differences betweenthetarget OO D OO0 O0OO0O0OOOOOOOO
properties and comparable properties in terms of ddooooooooooo
size, timing of transaction, nature, character and 00000 oooon
location (“the Relevant Factors”) O00000m -26.8% to 7%
The higher premium the Relevant Factors of the target properties ddooooooOoOoOooooooo
against comparable properties, the higher the fair value. 0o0o0ogoooooooo
15. GOODWILL 15. 00O
2019 2018
ogoooo ogoooo
HK$'000 HK$'000
ood ooo
Cost 00
At 1 January and 31 December Joooooooooooo 103,373 103,373
Accumulated impairment losses oooood
At 1 January ooooo (94,000) (31,000)
Impairment losses recognised in the year ooooooooon (9,373) (63,000)
At 31 December oooooood (103,373) (94,000)
Carrying value as at 31 December doooodoooooog - 9,373

CIAL LEASING GROUP CO., LTD.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

15. GOODWILL (continued)

The Company acquired the Financial Leasing Segment in early
2016 (the “Acquisition”), which are the provision of finance lease
consulting service and financing service in the PRC. The goodwill
generated from the Acquisition was allocated to Finance Leasing
Segment. The Company is required to assess the carrying value of
the goodwill annually or whenever there is an impairment indicator
in accordance with HKAS 36.

Given that finance lease volume of new finance lease transactions
maintained a record low and their profitability exacerbated in
2019, management, amongst others, made downward revisions
on revenue and gross profit amount in the latest forecast model
to reflect the underperformance of the business in 2019 and the
enormous challenging operating environment that lies ahead.
Based on the value-in-use calculation after being updated
with the latest model and others as detailed below, all the
remaining carrying amount of goodwill of HK$9,373,000 was
recognised as an impairment loss to profit or loss in 2019 (2018:
HK$63,000,000).

The recoverable amount of the CGU of the Financial Leasing
Segment in 2019 is determined by the value-in-use calculation.
The calculation was carried out by cash flow projections based on
financial budgets approved by the management covering a five-
year period (2018: five-year period), and a pre-tax discount rate of
15.10% (2018: 14.32%). Cash flows beyond the five-year period
are extrapolated using an estimated weighted average growth
rate of 3% (2018: 3%). The estimated growth rates used are
comparable to the growth rate for the industry.

They key assumption used in the value-in-use calculation is the
average annual growth rate of turnover of the Financial Leasing
Segment, which is determined based on the past performance
and management’s expectation through market development. The
discount rate used is pre-tax and reflects specific risks relating
to Financial Leasing Segment. Management believes that any
reasonably possible change in any of these assumptions would not
cause the aggregate amount of the Financial Leasing Segment to
exceed the aggregate recoverable amount of the segment.

15. O Oooo

goooooooooooboooood
oooooOnoooooooooo
oobooooOoobooboooboa
obobooooOoobooboooboo
00oD0O00oO0CocbOOOoOooooOogs3en
goooooooo

oooooboooboobooooo
gobooboooboobooboo
goboooooboomooooad
obobooooOoobooobooboo
goooooooooooboooood
gobooobobooboooboa
oobooooooboooobooboa
goooQgoo3/30000oboooonno
630000000 0 M O0000000000
goooood

goooooooooooboooood
goboboboooooobbooooooo
goboobooobooboooboo
oooOoOoooooo0o0omoooog
O0000O000000015104 00
oooolia3zwxmoooocooooog
Oo0ooooooooooo3yxkwod
00D003%MOoOoooooooooo
gooooogo

ooooooooooobobooboood
obobooooOoobooobooboo
gobobooooooooooooooo
goooooooboobobobooboood
gobooobooboobooooboo
ooooooooooooboooood
goooooooooooboooood
goog
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

16.

INTEREST IN AN ASSOCIATE

le. DO OOOOOOOO

2019 2018
ooood ooooagd
HK$’000 HK$'000
ooag ooag
Unlisted investment at cost (note 35a) oooooooooo
000350 305,607 305,607
Accumulated: ooo
Share of post-acquisition profits, ooooooo
net of dividends received oo0oooooon 39,888 10,499
Exchange difference oooo (7,289) (401)
32,599 10,098
338,206 315,705

As at 31 December 2019 and 2018, particulars of the associate
are as follows:

goboooooobooooobod
goboooooboooooo

Nominal
Place of incorporation/ value of
registration and operations and registered  Interest held
Name of associate  kind of legal entity Capital indirectly  Principal activities
oooooooo ooooao goooo
gooood goooooooooo oo oo gooo
Rizhao Lanshan Sino-foreign enterprise, the PRC  RMB430,000,000 25%  Loading and discharging services,

Wansheng Harbour 000000000

Company Limited

(“Rizhao Lanshan”)

ooooooono
oobooon

mmoooood

ooao
430,000,0000

The Group indirectly owns 25% of the equity interests in Rizhao
Lanshan after the partial disposal as disclosed in note 35(a).
Rizhao Lanshan is a Sino-foreign enterprise established in the
PRC and engaged in provision of terminal and logistics services
including loading and discharging, storage and transfer of iron ore,

steel products, timber and other goods and leasing of terminal
facilities and equipment in Lanshan Harbour, Rizhao Port,
Shandong Province of the PRC.

CIAL LEASING GROUP CO., LTD.

storage services and leasing of
terminal facilities and equipment

000000000 ooOooOon
good
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

16.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

INTEREST IN AN ASSOCIATE (Continued) l6. 00O OODOOODOOO

Summarised financial information of associate

Summarised financial information in respect of the Group's
associate is set out below.

The associate is accounted for using the equity method in these
consolidated financial statements.

ood

ooooobooooo

goooooooooooboooood
oo

ooooooooooooboooood
goog

Rizhao Lanshan oooo

2019 2018

ooooo ogoooo

HK$’000 HK$'000

goao goao

Current assets oooa 245,979 211,930
Non-current assets oooogno 1,417,774 1,474,034
Current liabilities oooo (77,429) (83,480)
Non-current liabilities oooog (13,378) (119,532)

The above amounts of assets and liabilities include the following:

goooboooboobooboo

2019 2018
gooogo goooo
HK$’000 HK$'000
aooo aooo
Cash and cash equivalents oooooooo 59,736 64,663
Current financial liabilities (excludingtrade 0000000000000 O0O
and other payables and provisions) ooooooooo (56,735) (72,885)
Non-current financial liabilities (excluding odooDoodoooooooooo
trade and other payables and provisions) dooooooooo (13,378) (119,532)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A A 0 A B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

16.

INTEREST IN AN ASSOCIATE (Continued)

Summarised financial information of the associate (Continued)

god

le. DO OOOOOOOO

oooooboooooooo

Rizhao Lanshan (Continued) Ooooooon
2019 2018
oooano ooooo
HK$'000 HK$'000
ooo ooao
(Note)
oooo
Revenue oo 435,012 139,609
Profit for the year and total comprehensive O O0O00O0OO0O0O0OO0O
income for the year oooog 117,557 40,342
Dividends received from the associate Joooooooooo
during the year - -
The above profit for the year includes the following: 0ooodoooooooooo
2019 2018
ogoooao ogoooo
HK$’000 HK$'000
ooo ooo
(Note)
ogooo
Depreciation and amortisation ooooo (45,636) (15,341)
Interest income oooo 253 92
Interest expense oooo (6,316) (3,730)
Income tax expense ooooo (41,695) (7,928)

Note:

The financial information in 2018 represents the result in an associate for

the period from 1 September 2018 to 31 December 2018.

CIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

17. EQUITY INVESTMENTS AT FAIR VALUE 7 o

THROUGH OTHER COMPREHENSIVE Oo0ooooon
INCOME
2019 2018
goooo goooo
HK$'000 HK$'000
aooo aooo
Unlisted investments (Note) O000oooooo
— Equity securities (measured oooono
at fair value) oooooooo 55,517 35,174
Note: The above unlisted investments represent investments in unlisted equity 000 O0OO0oODOOoOOoOooDoOoooo
securities issued by private entities established in the PRC. They were gOo00D0DDOOOOoOCcOOOoDoODoOO
designated as equity investments at fair value through other comprehensive 00000D0DDOOo0O0ooOooDoDoODODOOO
income as the investments are held for long term strategic purposes. They 000000oO000oOoOoooooooo
were measured at fair value in the manner described in note 32. 00000000000320000000
oooo
During the year ended 31 December 2019, the Group acquired oodooooooooooooood
an unlisted equity investment in a private entity established in the ddoooooooOoOoOOoOooooao
PRC with a carrying amount of RMB19,000,000 (approximately J00oddoooooooOoOoOmOod
HK$21,253,000) was stated at fair value. 0000 0d19,000,00000 O 21,253,0000
0 m
In the opinion of the directors of the Company, the above oodoDOooOOooDobOOobOOoboOooDa
investments are not expected to be realised within one year from oooooooo

the end of the year.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

18.

FINANCE LEASE RECEIVABLES/DEPOSITS 18. 00O 0O OO0OOOO0O
RECEIVED FROM CUSTOMERS 000
2019 2018
oooano ooooo
HK$’000 HK$'000
ooo ooao
Finance lease receivables ooooooo 442,780 850,954
Less: Provision for impairment losses oooocoooo (33,558) (1,493)
409,222 849,461
Leasing arrangements gooo

Certain of the Group’s machinery and equipment are leased out
under finance leases. All leases are denominated in RMB. The
average term of finance leases entered into is 5 years (2018: 4
years).

gobooooboooboobooboo
gboooboobooooboooobao
O00OOo0oO0DOOoOoO0oDs0oooooo
0040 M

2019 2018
ogoooao ogoooo
HK$’000 HK$'000
ooo ooo
Non-current finance lease receivables Jooooooooag 69,913 422,157
Current finance lease receivables oo0ooooooon 339,309 427,304
409,222 849,461
EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
0000000 O0OoOoO



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

18. FINANCE LEASE RECEIVABLES/DEPOSITS 18. DO OO OO0ODOOODOO
RECEIVED FROM CUSTOMERS (Continued) OO0Oooo

Amounts receivable under finance leases oooooooooon

Minimum Present value of

lease payments lease payments

gooood goooooo

2019 2018 2019 2018

ooooo ooooo goooa ooooao

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

oo ooo gooo oono

Not later than one year ooooao 387,474 459,423 339,309 427,304
Later than one year and gooooooooo

not later than two years 58,208 225,942 55,930 208,707
Later than two years and gooooooooo

not later than five years 14,146 241,410 13,983 213,450

459,828 926,775 409,222 849,461

Less: unearned finance income 000000000 (50,606) (77,314) - -

Present value of minimum ooooooooooo
lease payments receivable 409,222 849,461 409,222 849,461

The Group’s finance lease receivables are denominated in
RMB. The effective interest rates of the finance leases as at 31
December 2019 range from 4.28% to 5.50% (2018: 4.28% to
8.00%) per annum.

As at 31 December 2019, finance lease receivables amounting to
HK$308,547,000 (2018: HK$701,931,000) were guaranteed by
related parties of customers and/or customers’ deposits.

There was no unguaranteed residual value in connection with
finance lease arrangements or contingent lease arrangements that
needed to be recorded as at the end of the reporting period.

As at 31 December 2019, the finance lease receivables with
carrying amounts of HK$283,379,000 (2018: HK$511,249,000)
were pledged as security for the Group’s borrowings.

oooboooooooboooooooo
gboboooooobooooooboo
O0000000428%0550%1 00
00 004.28%0800% M

doddoooooooobooo
00003085470000 00000000
7019310000 0 0ooooooon
gooooogo

gobooboooboooboooboa
gooboooooooboooooooo

goboobooobooobooo
002833790000 000 00O OO
5112400000 0 M0 O0DOOOOOO0O
goooooobooboo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

18. FINANCE LEASE RECEIVABLES/DEPOSITS 18. DO OO OO0ODOOODOO

RECEIVED FROM CUSTOMERS (Continued)

Amounts receivable under finance leases (Continued)

Estimates of fair value of collateral are made during the credit
approval process. These estimates of valuations are made at
the inception of finance lease, and generally not updated except
when the receivable is individually impaired. When a finance lease
receivable is identified as impaired, the corresponding fair value
of collateral of that receivable is updated by reference to market
value such as recent transaction price of the assets.

At the end of the reporting period, with the consent from the
relevant lessees, certain of these assets have been repledged to

secure borrowings of the Group.

Movements in the provision for impairment loss are as follows:

U0 Oooo

oooooboobooboon

oobooobooobooboooobog
gobobocoooboooboooboa
oboboobooooooooooooba
oobooooOooooboobooooboo
ooboooooooobooooboga
goboooobooooboooboa
gooooomooboo

gooooooooooooobooboo
goooooooooobobooboooa
oo

gboooboooboooobo

2019 2018

ogoooo ooooo

HK$'000 HK$'000

goo goo

Balance at beginning of year oooo 1,493 -
Impairment loss recognised for the year ooDoOoooogoo 32,578 1,553
Exchange difference oooo (513) (60)
Balance at end of year oooo 33,558 1,493

Security deposits received from customers at the end of the
reporting period represent finance lease deposits received from
customers which are repayable by end of the lease period of the
respective finance leases.

Deposits of HK$24,872,000 (2018: HK$25,194,000) have been
received by the Group to secure certain finance lease receivables
and classified into current or non-current liabilities based on the
final lease instalment due date stipulated in the finance lease
agreements. The deposits are non-interest bearing, carried
effective interest rate at 4.75% (2018: 4.75%) per annum. In
addition, the finance lease receivables are secured over the leased
assets, mainly plant and machinery leased, at the end of the
reporting period. The Group is not permitted to sell, or repledge
the collateral of the finance lease receivables without consent from
the lessee in the absence of default by the lessee.

FINANCIAL LEASING GROUP CO., LTD.
O

ooboobOoooOoobooooboa
ooboooooboooboooboo
gooooog
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0000251940000 00000000
0000000000000O00000
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0000000000000 00000
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0o0D000000000000000
00O00D0O0O0000000000



19. LOAN RECEIVABLES T O S S -

2019 2018
ooooo ooooo
Notes HK$'000 HK$'000
0o aooo oo
Carrying amount of loan receivables OO0 00000000 O0O0O
based on maturity set out in the oooooooog
loan agreements:
Receivables from sale-leaseback goooooooag
transaction within one year ooooo (d) 151,011 -
Less: Provision for impairment losses OO0 0 OO 0O O (5,593) =
145,418 -
Other loan receivables gooooad
Within one year ooo
— Loan A OooA (a) 25,509 25,509
—Loan B OooB (b) - 35,000
—Loan C oooc (c) — 80,000
— Trust products oooono (e) 74,181 39,634
99,690 180,143
More than one year but less doooooooag
than two years
— Trust products ooooog (e) 26,151 17,076
125,841 197,219
Less: Provision for impairment losses OO0 OO OO O (30,896) (29,778)
94,945 167,441
240,363 167,441
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
f B T 785 AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO
19. LOAN RECEIVABLES (Continued) 19. 00 00Oooo
The Group's loan receivables were as follows. oooododoooo

(a) During the year ended 31 December 2016, the Group (a) oooooooooooooono

entered into a loan agreement with an individual borrower
(the “Borrower”) who is an independent third party.
The loan of HK$30,000,000 is unsecured, interest
bearing at a fixed interest rate of 10% per annum,
repayable on 3 February 2017 and guaranteed by
another individual guarantor (the “Guarantor”). The
Borrower and the Guarantor were the then directors and
substantial shareholders of a listed company in Hong
Kong. As of 31 December 2018, the directors assessed
the loan receivable was past due and credit-impaired
based on the default history, and the carrying amount of
HK$25,509,000 was fully impaired based on lifetime ECL
as an impairment loss recognised to profit or loss in 2018.
There was no repayment of principal in 2019.

During the year ended 31 December 2017, the Group
entered into a loan agreement with another individual
borrower who is an independent third party. The loan
of HK$35,000,000 is unsecured, interest bearing at a
fixed interest rate of 10% per annum and repayable on 5
June 2018. During the year ended 31 December 2018,
the borrower has repaid the latest half-year interest and
exercised an option to extend the repayment term by half-
year to 5 December 2018. As at 31 December 2018, the
loan principal and interest were overdue. The directors
assessed that the loan balance and interests were past
due but not credit-impaired as at 31 December 2018. The
loan was fully settled in 2019.

During the year ended 31 December 2018, the Group
entered into a loan agreement with an individual and his
beneficial company, which are independent third parties.
The loan of HK$80,000,000 is secured by certain Hong
Kong listed securities, guaranteed, interest-bearing at fixed
rate of 10% per annum and fully repayble on 8 November
2019. The loan was fully settled in 2019.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

19. LOAN RECEIVABLES (continued)

(d)

During the year ended 31 December 2019, the Group
entered into a sale-leaseback transaction agreement with
an independent borrower. The sale-leaseback transaction
of RMB135,000,000 (approximately HK$151,010,000)
were guaranteed by its controlling shareholder and
secured by the leased assets with interest bearing at a
fixed interest rate of 9% per annum and repayable on
8 January 2020. The directors assessed that the sale-
leaseback transaction has a significant increase in
credit risk since initial recognition and impairment loss
based on lifetime ECL of RMB5,000,000 (approximately
HK$5,678,000) was recognised to profit or loss.

As at 31 December 2019, the Group's subsidiary, O
00000 O0O00Oooooao (Beijing Ever Grand
International Finance Lease Co., Ltd., “BJ Ever Grand”)
and 00D0DODO0DO0DOOOOOOO (Ever Grand
(Tianjin) Finance Lease PRC Co. Ltd., “TJ Ever Grand”)
provided loan receivables with total gross amount
of RMB&9,694,000 (equivalent to approximately
HK$100,332,000) (2018: RMB50,000,000, equivalent
to approximately HK$56,920,000) through trust products
issued by financial institutions in the PRC. Such loan
receivables carried fixed interest rate ranging from 6.5% to
9.2% (2018: 7.0% to 8.5%) per annum with maturities in
August 2018 to September 2021 (2018: August 2018 to
May 2020).

During the year ended 31 December 2019, the Group
received interest income of HK$7,039,000 (2018:
HK$5,243,000) and recognised as other income.

Included was a trust loan at principal amount of
RMB5,000,000 (approximately HK$5,593,000) has been
overdue since August 2018. The directors assessed that
the overdue loan has been past due and its credit risk has
been significant increased. Accordingly, the Group made
provision of a lifetime impairment loss of HK$5,593,000
(2018: HK$4,269,000) as at 31 December 2019 and
HK$1,211,000 (2018: HK$4,439,000) has been further
provided and recognised to profit or loss for the year.

19. 000 0Oooo

(@)

goooboooooboooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A A 0 A B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

19. LOAN RECEIVABLES (continued)

19. 000 0Oooo

(f) Loan receivables and allowance for impairment losses:

As at 31 December 2019

) oooooooooooo

gbooobooooboon

Lifetime
ECL not Lifetime
12-month credit ECL credit
ECL impaired impaired Total
ooooo ooooo
120000 000000 OO0O0000
gooao oooo oooo oa
HK$'000 HK$'000 HK$'000 HK$'000
ooo oono ooo ooo
Gross amount of loan gooooo
receivables 94,945 151,011 30,896 276,852
Less: allowance for gooooooo
impairment losses - (5,593) (30,896) (36,489)
Carrying amount of goooooa
loan receivables 94,945 145,418 - 240,363
As at 31 December 2018 oooooooooooog
Lifetime
ECL not Lifetime
12-month credit ECL credit
ECL impaired impaired Total
ooboono oooono
120000 000000 000000
ogooa oooo oooo oa
HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo ooo
Gross amount of loan oooooo
receivables 131,018 35,000 31,201 197,219
Less: allowance for gooooooo
impairment losses - - (29,778) (29,778)
Carrying amount of loan goooooa
receivables 131,018 35,000 1,423 167,441
CHINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
0000D00000O0OOoODg



For the year-énded 31 December2019 O0O0O0O0OO0OOOOOOO

19. LOAN RECEIVABLES (Continued)

(g

19. 0O 0O0Oooo

Movement of allowances for impairment losses on loan

@ oooooooooooooo

receivables:
Lifetime
ECL not Lifetime
12-month credit ECL credit
ECL impaired impaired Total
ooooo goooo
120000 000000 O0OO0O0O0OO0OO
oooo oooo oooog oo
HK$'000 HK$'000 HK$'000 HK$'000
goo ooo ooo ooo
Balance at 1 January 2018 00000OCO0OO0O
oono - - - -
New financial assets goooooo
originated - - 29,948 29,948
Exchange difference oooo - - (170) (170)
Balance at 31 December O ODODOOO
2018 and at 1 January gooooooa
2019 goooOooooo
oono - - 29,778 29,778
New financial assets goooooo
originated - 5,678 - 5,678
Remeasurement of ECL ooooOo0oO0ooooon
without transfer of stage gooo - - 1,211 1,211
Exchange difference oooo - (85) (93) (178)
Balance at 31 December O ODODOOO
2019 goooooa
oono 5,593 30,896 36,489
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

20. CONTRACT ASSETS, OTHER 20.

RECEIVABLES, DEPOSITS AND
PREPAYMENTS

The following is an aged analysis of contract assets, net of
allowance for bad and doubtful debts, presented based on the
date of recognition of revenue for service income at the end of
the reporting period, which approximated the revenue recognition
dates:

goboooon

oodn
goooon

0
U

oooooboooboobooooo
ggooobooooomoooooo
ooobooooomoboooooo

2019 2018
ooood ooooo
HK$'000 HK$'000
oono ooo
Contract assets, aged at O — 30 days, gooooooooo-3000d
under current assets oooo - 3,320
Other receivables, deposits and prepayments D O 00000000000 29,798 44,662
Less: Amount not receivable withinoneyear OO0 OO0 O0OO0O0OOO
shown under non-current assets ooooooooo (11,186) (11,384)
18,612 33,278
EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
000DDO0O0O0OOooonO



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

20.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

CONTRACT ASSETS, OTHER
RECEIVABLES, DEPOSITS AND
PREPAYMENTS (continued)

Before accepting any new customer, the Group assesses the
potential customer’s credit quality and defines credit limits by
customer. Limits attributed to customers are reviewed regularly.
The Group has policy for allowance of bad and doubtful debts
which is based on using HKFRS 9 simplified approach and
has calculated ECLs based on lifetime ECLs. The Group has
established a provision matrix that is based on the Group’s
historical credit loss experience, adjusted for forward-looking
factors specific to the debtors and the economic environment.

Contract assets of HK$3,320,000 were reclassified to service
income receivables arising from asset management advisory
services, and were settled during the year. As at 31 December
2019, there is no contract assets (2018: HK$3,320,000).

At the end of the reporting periods, the Group’s contract assets
was neither past due nor impaired. The Group did not hold any
collateral over this balances.

The following is the breakdown of other receivables, deposits and
prepayments:

20 00 000bOOOOOOn

0000 0ooo

ooboooooooooboooobod
gobooobooobooooboobo
oobooooooboboobooooboa
ooooooooooooboooood
gooooO0ooooooOooooon
goboooboooboboooboa
goboobooobooboooboo
oooooooooooboooboo
gooooog

O0ooo33p00ouoooooooog
ooboooboooboobooobooo
oboboooooooooboooobogo
O00ooO0ooO0ooOooooos320000
oom

oboboooooooooboooobogo
gbobobocoooboooboooboa
oo

obobooooobooobooooboga
ao

2019 2018

oooono ooooo

HK$'000 HK$'000

oo aoo

Prepayments oooad 10,068 1,563
Deposits (note i) gooooig 12,180 32,465
Deposits for property, plant and equipment O OOOO0OO0OOO0O0O - 288
Other receivables ooooo 7,550 10,346
29,798 44,662

Annual Report 2019 ]69



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

20. CONTRACT ASSETS, OTHER

RECEIVABLES, DEPOSITS AND
PREPAYMENTS (continued)

Note i

Deposits mainly represented an amount of HK$11,186,000 (2018: HK$11,384,000)
paid to a non-bank financial institution which was backed by a deposit of the same
amount received from a customer for the underlying finance lease arrangements
pursuant to the requirement from the non-bank financial institution. Such deposit has
been classified as a non-current asset as the underlying finance lease has term of
over 1 year from the end of the reporting period. The remaining amounts of deposits
represented deposits paid to third parties in the ordinary course of business.

As at 31 December 2018, deposit paid of HK$20,000,000 to a connected vendor
for the acquisition of the entire issued share capital of Quantum Power Limited as
disclosed in the Company’s announcements dated 2 November 2018 and 8 January
2019 and the Company'’s circular dated 31 January 2019. Upon completion of the
acquisition, the amount has been utilised to offset the consideration.

Other receivables are unsecured, interest-free and will be settled within twelve months
after the end of reporting period.

Movement in the allowance of contract assets, other receivables
and deposits for bad and doubtful debts

gogooooon

ggdgo
O0000O0ooo

ooi

gooooO0oO0oOOoOocOoOoOoOOOoOoOoooOon
11,186,0000 00 0 0 0 0 00O11,384,0000 0 DO O
gooo0o0o0ooOO0O0O0OOO0O0OoOO0O000O0
goooOoooooooooO0oOoooooooo
gobooooooooooboOooOoooBbboboo
goooO0o0oooObooOoOOO0OOoOoOOOoOooO
00oooo0Oo000oo

goooooOOooOoOOoooOoocoOOooOOooooo
gooooOO0ooOoOO0oOoOoOoocoOoooOOooooo
gooooOooooooooOoOooooOoOoooo
goooooooOooooooooooooooo
00000000 O0200000000 000000000
gooooooooooo

000000000000 0000000000O0
ooooao

ooboobooooobooooo
ooooooao

2019 2018

goooo goooo

HK$'000 HK$'000

ooo oo

Balance at beginning of year ooooo 800 -
Impairment loss for the year ooooooo - 800
Balance at end of year ooooo 800 800

CIAL LEASING GROUP CO., LTD.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

21.

22.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

FINANCIAL ASSETS AT FAIR VALUE 21. 0 000O0O0OOO0O0O0
THROUGH PROFIT OR LOSS 0000
2019 2018
ooood oooood
HK$'000 HK$'000
oono ooo
Listed equity securities: oooooao
—in Hong Kong ooono 4,823 21,278
—in the PRC oooo 5,934 32,608
Unlisted fund investment: oooooooo
—inthe PRC oooo 14,921 4,548
25,678 58,434
DEPOSITS PLACED WITH NON-BANK 22. 00000000000
FINANCIAL INSTITUTIONS, RESTRICTED Oo000o00oOoOoooad
BANK DEPOSITS AND CASH AND CASH OOo0o0oooodao
EQUIVALENTS
2019 2018
ooood oooood
HK$'000 HK$'000
ooo ooo
Deposits placed with non-bank financial ooo0o0odooooooad
institutions 90,545 82,891
Restricted bank deposits ooooooo
— non-current portion Ooooooo 19,520 19,865
Cash and cash equivalents ooooooog 107,033 262,123

Deposits placed with non-bank financial institutions are for trading
in securities and interest bearing at prevailing market rates ranging
from 0% to 0.35% (2018: 0% to 0.35%) per annum.

Restricted bank deposits were pledged to banks to secure bank
borrowings granted to the Group as set out in note 24 and interest
bearing at a prevailing market rates ranging from 0% to 3%
(2018: 0.35% to 2.80%) per annum.

gooooooooboobobobood
O00000%0035%1 0000000%
003%% M Ooooooooog

gboboooboobboooboboo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

22.

23.

DEPOSITS PLACED WITH NON-BANK
FINANCIAL INSTITUTIONS, RESTRICTED
BANK DEPOSITS AND CASH AND CASH
EQUIVALENTS (continued)

Cash and cash equivalents included (i) bank balances and cash;
and (ii) certain highly liquid investments.

Bank balances carry interest at prevailing market rates which is
0% to 0.38% (2018: 0.01% to 2.5%) per annum.

Highly liquid investments as at 31 December 2018 were wealth
management products issued by the PRC financial institutions
with rate of return ranged from 1.6% per annum to 4.5% per
annum and repayable for 14 days to 28 days. There was no highly
liquid investment as at 31 December 2019.

Included in deposits placed with non-bank financial institutions,
restricted bank deposits and cash and cash equivalents are the
following amounts denominated in currencies other than the
functional currency of the relevant group entity to which they
relate:

OOO
OOO
oUto
oo
oo
oU o
oo
oU o
oo
DDD

oooooooooo@Mooooon
oooMooooooooo

ugodoooooooboobooo
00%00.38%0 0 000 000.01%0
2.5% M

goooooooooobobooboooa
goboooboooooooboooa
O00001e%00045%001400
2800000000000000000
goooooao

oobooooOooboooobooboo
oooooooooooooooood
goooooooooobobooboooa
ooo

2019 2018

ogoooo ogoooo

HK$'000 HK$'000

ooo aooo

RMB ooo 13 7

SERVICE COST PAYABLES, OTHER OO00O0o0oOooodad
PAYABLES AND ACCRUALS 000000

2019 2018

ooooo ogoooo

HK$'000 HK$'000

agoo agoo

Service cost payables ooooono 1,041 7,563

Accruals gooo 20,669 13,807

Value-added tax payables ooooo 405 336

Other payables ooooo 6,168 5,526

Receipt in advance oood 368 -

28,651 27,232
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

23.

24.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

SERVICE COST PAYABLES, OTHER
PAYABLES AND ACCRUALS (continued)

Service cost payables, other payables and accruals principally
comprise amounts outstanding for service costs and ongoing
COosts.

The normal credit period of service cost is O — 5 days.
An aged analysis of the Group’s service cost payables at the end

of the reporting period presented based on the invoice dates is as
follows:

23. 0 0000OO0OOOO0O
O00O00OOooo

gbobooooooooboooboo
ooooooooooooboooood
oo

Oo0ooooooooooooo-500

goooooooooooboooood
gbooooooboobd

2019 2018
agoooo ooooo
HK$’000 HK$'000
ooao ooao
0-30 days 0-300 - 3,320
91-180 days 91-1800 - -
Over 365 days 3650 00 1,041 4,243
1,041 7,563

BORROWINGS 24. 0 O
2019 2018
oo0oano oOoooo
HK$’000 HK$'000
ooo ooao

Secured: Oo0oog

Bank borrowings (Note) gooooooo 399,396 417,622
Other borrowings (Note) oooooooo 193,891 432,592
593,287 850,214
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

24. BORROWINGS (continued) 24.

The borrowings are repayable as follows:*

U0Oooo

goooooooooo*

2019 2018
oooog ooooag
HK$'000 HK$'000
ooaog ooag
Within one year ooo 523,654 428,570
Within a period of more than one year ooooooooooao
but not exceeding two years oono 55,706 208,479
Within a period of more than two years ooooooooooo
but not exceeding five years ooo 13,927 213,165
593,287 850,214
Less: Amounts due within one year dooDoooooooooa
shown under current liabilities ogoooo (523,654) (428,570)
Amounts shown under non-current liabilites OO0 OO OO00O0O00OO 69,633 421,644
* The amounts due are based on scheduled repayment dates set out in the * 0000000 00O0oOoooooooo

loan agreements.
Note:

The bank and other borrowings at 31 December 2019 are interest bearing at
floating rates ranged from 4.28% to 9.00% (2018: 4.28% to 8.00%) per annum,
secured by the machinery and equipment leased to customers under finance lease,
restricted bank deposits and/or finance lease receivables of the Group. Approximately
HK$268,893,000 (2018: HK$474,542,000) of the borrowings were also guaranteed
by shareholders of certain sale-leasback transaction and finance lease customers.
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25.

26.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

FINANCIAL LIABILITY AT FAIR VALUE 25. 00000000 O0O0O
THROUGH PROFIT OR LOSS Oooad
2019 2018
ooood ooooo
HK$’000 HK$'000
ood ooo
At beginning of year ooo 27,322 -
Grant of a call option gooooo - 32,170
Change in fair value recognised ooo00ooooooaon
in profit or loss (11,662) (4,848)
At end of year ooo 15,660 27,322
As disclosed in note 35(a), the Group entered into a Call Option 00003 oOnoDoooooood
Undertaking to grant the Call option to the purchaser of joint venture dopoDooooooDoooooood
of the Group. The fair value of the call option at the date of disposal of 00oDoooooooooooDooooo
joint venture, i.e. 31 August 2018 and as at 31 December 2019 and 2018 oo0bDoobOoobooboooooad
have been determined in accordance with a valuation report issued 000Do000oOooooOoboooooad
by Ravia Global Appraisals Advisory Limited, an independent valuer, dopoDooooooDoooooood
using the Binomial Option Pricing Model. A gain on fair value change 00o0oooDoooooooooon
of approximately HK$11,662,000 (2018: HK$4,848,000) was recognised oooDooooOoooobooooood
in consolidated statement of profit or loss during the year ended 31 gooooooooooooooooo
December 2019. 011,662,0000 00 00O 0 0 004,848000
00Mmoooooooooo
SHARE CAPITAL 26. 0O
Number Share
of shares capital
oooo oo
‘000 HK$'000
oo oood
Ordinary shares of HK$0.01 each gooooolobooooo
Authorised: oono
At 1 January 2018, 31 December 2018 goooooooooo
and 31 December 2019 Oo0ooooooooood
oooooooooood 40,000,000 40,000,000
Issued and fully paid: 00o0oOoogo
At 1 January 2018, 31 December 2018 goooooooooo
and 31 December 2019 Ooooooooooood
oooooooooood 119,192 119,192
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27. DEFERRED TAX 27. 0000

The following are the major deferred tax (assets)/liabilities
recognised by the Group and the movement thereon, during the
current and prior years.

oooooooooooooooood
0000000000/ 70000000

Undistributed
Imputed profits of
interest on subsidiaries,
deposits a joint
received from venture and
customers an associate Tax losses Total
goooo
goooono
goooo
gooood god
gooon goooo gooo un|
HK$000 HK$'000 HK$'000 HK$'000
god good good goo
At 1 January 2018 00oooooooo 2,147 15,526 - 17,673
Exchange differences oooo 97) - - 97)
Credit to profit or loss (note 9) oooooooood (391) (9,154) - (9,545)
At 31 December 2018 go0oooOooooooo 1,659 6,372 - 8,031
Exchange differences oooo (26) - 43 17
Credit to profit or loss (note 9) gooooooooa (161) - (2,839) (3,000)
At 31 December 2019 goooooooooooo 1,472 6,372 (2,796) 5,048
HINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
gbobooooooooboo
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For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

27. DEFERRED TAX (Continued)

At 31 December 2019, other than the deferred tax assets from
tax losses mentioned above, subsidiaries of the Group had
unused tax losses of approximately HK$281,724,000 (2018:
HK$203,533,000) available for offset against future profit. No
deferred tax asset has been recognised in respect of such tax
losses due to the unpredictability of future profit streams of those
subsidiaries. Except for an amount of HK$24,476,000 (2018:
HK$924,000) carried forward for 5 years, the remaining unused
tax losses may be carried forward indefinitely.

As at 31 December 2018, the Group had unrecognised deductible
temporary differences of HK$5,532,000, it was not probable that
taxable profit would be available against which such deductible
differences could be utilised. As at 31 December 2019, the Group
had no such deductible temporary differences.

Under the EIT Law of PRC, withholding tax is imposed on
dividends declared in respect of profits earned by the PRC group
entities from 1 January 2008 onwards. Withholding tax is provided
at 5% (2018: 5%) on the distributable profits, if any, of the
Group’s PRC group entities and included in deferred taxation.

27. 0 00O0Oooo
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OO0OoO0O0O0ODOooa2sl, 72400000

0000000203533 00000MmOo0d
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28. SHARE-BASED PAYMENT TRANSACTIONS 28.

The Company’s new share option scheme (the “Scheme”), was
adopted pursuant to a resolution passed on 29 July 2016 for the
primary purpose of providing incentives to directors and eligible
employees (the “Grantees”). Under the Scheme, the directors of
the Company may grant options to eligible employees, including
directors of the Company, to subscribe for shares in the Company.

At 31 December 2019, the number of shares in respect of which
options had been granted and remained outstanding under the
Scheme was 19,833,334 (2018: 59,666,666), representing
0.17% (2018: 0.50%) of the shares of the Company in issue at
that date. The total number of shares in respect of which options
may be granted under the Scheme is not permitted to exceed
10% of the shares of the Company in issue at any point in time,
without prior approval from the Company’s shareholders. The
number of shares issued and to be issued in respect of which
options granted and may be granted to any individual in any one
year is not permitted to exceed 1% of the shares of the Company
in issue at any point in time, without prior approval from the
Company’s shareholders.

Options granted must be taken up within 28 days of the date of
grant, upon payment of HK$1 per option. Options are divided into
3 tranches, namely Tranch 1, Tranch 2 and Tranch 3, and are
exercisable, subject to the fulfilment of vesting conditions which,
among others, includes the achieving of specific annual financial
performance target of a subsidiary of the Company for each of
the year ended 31 December 2016, 2017 and 2018 for Tranch
1, Tranch 2 and Tranch 3 respectively, that whether achieved or
not would be confirmed around the time in the first quarter of
the following year then vest, to the fifth anniversary of the date
of grant. The exercise price is determined by the directors of the
Company, and will not be less than the higher of (i) the closing
price of the Company’s shares on the date of grant, (i) the average
closing price of the shares for the five business days immediately
preceding the date of grant; and (iii) the nominal value of the
Company’s share.

FINANCIAL LEASING GROUP CO., LTD.
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For the year ended 31 December 2019 000000000000 OOOOO

28. SHARE-BASED PAYMENT TRANSACTIONS 28. D0 0O OOOOOODOO

(Continued) ooo
The following table discloses the movements of the Company’s dooDdoooobooooooood
share options during the year ended 31 December 2019: do0o000OO0oOOoooOooboooad
Number of share options outstanding Number of share options outstanding
at 1 January 2019 Lapsed during the year at 31 December 2019
goooooooooooooo ooooooooDoOooooDoo
Name of Date of Exercisable Exercise ooooo ooooo ooooo
participant grant period pice  Tanchl  Tranch2  Tranch3 Total  Tanchl  Tranch2  Tranch3 Totl  Tranchl  Tranch2  Tranch3 Total
0oooo oooo ooo ooo ooo ooo ooo 0o ooo ooo ooo oo 0oo ooo ooo oo
Executive Directors
oooo
Qiao Weibing 8122016 Upan vesting of options to 012 33338 - 3334 66660667 - - (333333) (3333334 3338333 - - 3383
2872021
ooo gooon goooooooooooo

poooo oooooo

Lai Ka Fal 8122016 Upon vesting of options to 012 13338 - 1B 2666667 - - (1333334) (133333) 133333 - - 13333
2872021
ooo gooon goooooooooooo
goooo gooooon
Taoke 8.12.2016 Upon vesting of options to 012 1000000 - 1000000 2,000,000 - - (1,000,000) (1,000,000) 1,000,000 - - 1,000,000
2872021
oo gooon goooooooooooo
00000 0ooooo
Independent non-executive Directors
0oooooo
(Goh Choo Huee 8.12.2016 Upon vesting of options to 012 666667 - Boeee6 13333 - - (666666)  (666,666) 666,667 - - 666667
87201
ooo gooon goooooooooooo
goooo gooooo
HoHin Yip 8122016 Upon vesting of options to 012 666667 - BEBe66 133333 - - (666666)  (666,666) 666,667 - - BBh067
872021
noo 00000 0000000000000
goooo oooooo
U Keng T 8122016 Upon vesting of options to 012 666667 - BBt 133333 - - (666660)  (666,666) 666,667 - - BBh67
872021
noo 00000 0000000000000
goooo oooooo
Employees
oo
Wang Liang 8122016 Upon vesting of options to 012 333333 - 333834 6606667 (333333 - (3333334) (6,666,667) = = = =
2872021
oo gooon goooooooooooo
goooo oooooon
Other participants ~ 8.12.2016 Upon vesting of options to 012 18,8333 - 18833334 37,606666 (6,666,665) - (18833334) (25499999) 12,166,667 - - 12166667
2872021
goooo gooon goooooooooooo
goooo gooooon
29833332 - 28BB 59666666 (999,99 - (29833334) (39833332) 19833334 - - 1983%33%
Exercisable at the end of the reporting period 19833334 - - 19833334
goooooooo
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28.

SHARE-BASED PAYMENT TRANSACTIONS 28. 00O O0OOOODOOO

(Continued)

The following table discloses the movements of the Company’s
share options granted during the year ended 31 December 2018:

ooo

ooooooooobooobooboood
ooo0ooOoooooboooooooo

Number of share options Number of share options
outstanding at 1 January 2018 Lapsed during the year outstanding at 31 December 2018
gooooooooo goooooooooooo
Name of Date of Exercisable Exercise 0ooooooooo ooooo 0o0oooooooo
participant grant period pice  Tanchl  Tranch2  Tranch3 Total  Tranch1  Tranch2  Tranch3 Totl  Tranch1  Tranch2  Tranch3 Total
ooooo gooo ooo ooo ooo ooo ooo oo ooo ooo ooo oo ooo ooo ooo oo
Executive Directors
oooo
Qa0 Welbing 8122016 Upon vesting of options to 012 3333333 3333333 3333334 10,000,000 - (33333 - (333333 3333338 - 33334 6606667
272001
ooo 0oooo goooooooooooo
ooooo oooooo
Lai kai Fa? 8122016 Upon vesting of options to 012 1333333 1333333 1333334 4000000 - (1333333 - (1333333 1333338 - 1333334 2666667
27201
ooo? gooon goooooooooooo
goooo ooooon
Tao ke 8122016 Upon vesting of options to 012 1,000000 1000000 1,000000 3,000,000 - (1,000,000 - (1,000,000) 1,000,000 - 1,000,000 2000000
272001
oo oooon gooooooooooon
goooo gooooo
Independent non-executive Directors
0oooooo
(Goh Choo Hwee 8122016 Upon vesting of options to 012 666667 666667 666666 2,000,000 - (666,667) - (666667 666,667 - BB66 133333
272021
oon oooon gooooooooooon
goooo gooooo
HoHinYip 8122016 Upon vesting of options to 012 666667 666667 666666 2,000,000 - (666667) - (666667) 666667 - B6A66 1333338
272001
o0oo gooon goooooooooooo
goooo oooooo
UkKeng Tn 8122016 Upon vesting of options to 012 666667 666667 666666 2,000,000 - (666667) - (666667) 666667 - 666 13338
27201
ooo gooon goooooooooooo
goooo ooooon
Employees
oo
Wang Liang 8122016 Upon vesting of options to 012 3333333 333333 3333334 10,000,000 - (33333 - (3333333 333338 - 33334 6606667
27201
oo gooon goooooooooooo
goooo ooooon
Other participants ~~ 8.12.2016 Upon vesting of options to 012 229999 22999999 23000002 69,000,000 (4166667) (22999%) (4166668) (31,333334) 18833332 - 18833334 37,666,666
272001
ooooo oooon gooooooooooon
goooo gooooo
33999999 33999999 34000002 102000000 (4,166,667) (33999999) (4,166,668) (42,333334) 29833332 - 29833334 59666666
Exercisable at the end of the reporting period 20833332 - - 29833332

ooooooooo
EVER GRAND FINAI
ooooooooo

CIAL LEASING GROUP CO., LTD.
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(Continued)

These fair values were calculated using the Binomial model. The
inputs into the model were as follows:

Share price on

8 December 2016 0.10
Exercise price 0.12
Expected volatility 63.64%
Expected life 4.6 years
Risk-free rate 1.18%
Expected dividend yield 0.00%

Expected volatility was determined by using the historical volatility
of the Company’s share price over the previous 5 years. The
expected life used in the model has been adjusted, based on
management’s best estimate, for the effects of non-transferability,
exercise restrictions and behavioural considerations.

The Binomial model had been used to estimate the fair value of
the options. The variables and assumptions used in computing the
fair value of the share options were based on the directors’ best
estimate. The value of an option varies with different variables of
certain subjective assumptions.

28. SHARE-BASED PAYMENT TRANSACTIONS 28. D0 0O OOOOOODOO

gogno

oobooobooobooooboboa
goooood
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gooooooon 0.10
oono 0.12
good 63.64%
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goooo 0.00%
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29. OPERATING LEASE COMMITMENT 29. 0 0O00O0O0OO
Operating leases — lessor gooooooad
The Group’s investment properties are leased to a number of dooooooooOoOooooooao
tenants for two to three years. aad
The minimum rent receivables under non-cancellable operating oooooooooooooooood
leases are as follows: ad
2019 2018
ooood ooooo
HK$’000 HK$'000
ood ooo
Within one year ooag 4,762 -
In the second to fifth year oooao 4,840 -
9,602 -
As lessee prior to 31 December 2018 0o0od0b0O0ooDoDoDoOoDoOoooon
0o
As at 31 December 2018, the Group had commitments for future 0d0Do0d0oooooooooood
minimum lease payments under non-cancellable operating leases 00oooooooooooooood
in respect of office premises which fall due as follows: doooooooooooooogno
2018
ooooo
HK$'000
ooo
Within one year ooo 431
Leases are negotiated for an average term of two years and rentals JdoodoDooooOonooooooooa
are fixed for an average of two years. doo0o0ooooon

CIAL LEASING GROUP CO., LTD.
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30.

31.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

CAPITAL COMMITMENTS 30. 0000
2019 2018
ooood ooooo
HK$'000 HK$'000
ood ooog
Capital expenditure in respect of the Jddodoooooooagd
acquisition of property, plant and ooooooooo
equipment contracted for but not provided OO0O0OO0OOOO0OO
in the consolidated financial statements 124 643

RETIREMENT BENEFITS SCHEMES 3. DOOooaong

The operating subsidiaries in Hong Kong joined the mandatory
provident fund scheme (“MPF Scheme”) for all employees in
Hong Kong. The MPF Scheme is registered with the Mandatory
Provident Fund Scheme Authority under the Mandatory
Provident Scheme Ordinance. The assets of the scheme are held
separately from those of the Group in funds under the control
of an independent trustee. Under the rule of the MPF Scheme,
the employer and its employees are each required to make
contributions at 5% of the relevant payroll of the employees to the
MPF Scheme, capped at HK$1,500 per employee per month. The
obligation of the Group with respect of MPF Scheme is to make
the required contribution under the MPF Scheme. The retirement
benefits cost charged to the consolidated statement of profit or loss
represent contributions paid and payable to the MPF Scheme by
the Group.

The PRC employees of the subsidiaries in the PRC are members
of the pension scheme operated by the PRC local government.
The subsidiaries are required to contribute 16% — 19% (2018:
19% — 20%) of the relevant payroll of these employees to the
pension scheme to fund the benefits. The only obligation for
the Group with respect to the pension scheme is the required
contributions under the pension scheme.

During the year, the Group made retirement benefits scheme
contributions of approximately HK$1,582,000 (2018:
HK$1,707,000).

goooooooooooboooood
ooooboboooboomoooo
ognoooooooooooboooo
gobobooooooobobooooooo
goooooooooooboooood
obooboobooocoooooobobo
gopooooooooobooooboogd
Ooooooos»ooooooooo
Ooooooooooolsoooooo
goooooooooooboooood
gopooooooobooboooobog
goooooooooobobooboood
gooobooooog.

goooooooooooboooood
goboooooobooooooobogo
Oo000000000016% —-19%1 0
O00O0019% -20%Mm0oooooog
gobooboobooooboooboo
goooooooooooboooood
oog

goooooooooooboooood
1,582,0000 00O 0 O O O 00O1,707,0000
0m
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32. FINANCIAL INSTRUMENTS

Capital risk management

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balance. The capital structure of the Group consists of
debts, which include the bank and other borrowings and equity
attributable to owners of the Company, comprising issued share
capital, reserves and accumulated losses. The management
reviews the capital structure by considering the cost of capital
and the risks associated with each class of capital. In view of this,
the Group will balance its overall capital structure through new

32. 0000
000000

gobooobooboooboooboa
ooboobooooooboooboo
oopbooooooboboooobogo
uboobooooboboooOmao
gbooobooobooboboobooobd
oboooooo0omooooooooo
oooooooooooooooood
gboboboooooooooooobao
ooooooooobooobooboood
oboboobooooooooobooobo

share issues as well as the issue of new debt or the redemption gooooog
of existing debt. The Group’s overall strategy remains unchanged
throughout the year.
Categories of financial instruments goooooao
2019 2018
ooooag ooooag
HK$’000 HK$'000
ooag ooag
Financial assets ooog
Financial assets at amortised cost doooooooooano 883,321 1,406,831
Equity investments at fair value through Joo0000ooooooooo
other comprehensive income ogooo 55,517 35,174
Financial assets at fair value 0000o0Oo0o00oOo0DooOoOon
through profit or loss 25,678 58,434
Financial liabilities oooo
Amortised cost oooo 646,037 902,304
Fair value through profit or loss oooooooood 15,660 27,322
HINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
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32. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies

The Group’s major financial instruments include equity
investments at FVOCI, financial assets at FVTPL, financial assets
at amortised cost (including other receivables and deposits,
finance lease receivables, restricted bank deposits, cash and cash
equivalents, deposits placed with non-bank financial institutions),
service cost payables, other payables and accruals, borrowings
and deposits received from customers. Details of these financial
instruments are disclosed in the respective notes. The risks
associated with these financial instruments and the policies
on how to mitigate these risks are set out below. Management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Interest rate risk

As at 31 December 2019 and 2018, the Group’s fair value interest
rate risk relates primarily to its loan receivables.

As at 31 December 2019 and 2018, the Group is exposed to
cash flow interest rate risk in relation to variable-rate borrowings,
finance lease receivables, all deposits and balances with non-bank
financial institutions and banks.

The Group currently does not have a cash flow interest rate
hedging policy. However, the management closely monitors its
exposure to future cash flow risk as a result of change on market
interest rate and will consider hedging changes in market interest
rates should the need arise. A 100 basis points (2018: 100 basis
points) change represents management’s assessment of the
reasonably possible change in interest rates.

The Group'’s cash flow interest rate risk is mainly concentrated on
the fluctuation of People’s Bank of China Rate arising from the
Group’s variable interest rate bank borrowings and finance lease
receivables.
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32. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
Interest rate risk (Continued)
Sensitivity analysis

Management considers that the Group’s exposure to future cash
flow risk on certain variable-rate deposits and balances with banks
as a result of the change of market interest rate is insignificant and
thus those variable-rate deposits and balances with banks are not
included in the sensitivity analysis.

The sensitivity analysis is prepared assuming the relevant financial
instruments outstanding at the end of the reporting period were
outstanding for the whole year. If the interest rate of borrowings,
balances with non-bank financial institutions, receivables from
sale-leaseback transaction and finance lease receivables had
been 100 basis points (2018: 100 basis points) higher/lower
and all other variables were held constant, the Group’s post-
tax loss for the year ended 31 December 2019 would have
decreased/increased by HK$683,000 (2018: post-tax loss would
have decreased/increased by HK$616,000). This is mainly
attributable to the Group’s exposure to interest rates on its variable-
rate borrowings, balances with non-bank financial institutions,
receivables from sale-leaseback transaction and finance lease
receivables.

Currency risk

As at 31 December 2019 and 2018, there were no significant
foreign currency denominated monetary assets and liabilities.
Therefore the management considers that the Group was not
exposed to significant currency risk.

Other price risk

The Group is exposed to price risk through its investments in
listed equity securities, unlisted wealth management products
and unlisted fund investments. The management manages this
exposure by maintaining a portfolio of investments with different
risks. The Group's price risk is mainly concentrated on equity
instruments listed in The Stock Exchange of Hong Kong Limited,
the Shanghai Stock Exchange and Shenzhen Stock Exchange. In
addition, the Group has appointed a special team to monitor the
price risk and will consider hedging the risk exposure should the
need arise.

FINANCIAL LEASING GROUP CO., LTD.
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32. FINANCIAL INSTRUMENTS (Continued) 32. 000O0Oooo

Financial risk management objectives and policies (Continued)

Other price risk (Continued)

Sensitivity analysis

The sensitivity analyses below have been determined based on
the exposure to equity price risk at the reporting date. If the prices
of the listed equity instruments, unlisted wealth management
products and unlisted fund investments had been 30% (2018:
30%) higher/lower with all other variables held constant, post-
tax loss for the year ended 31 December 2019 would have
decreased/increased by HK$5,900,000 (2018: post-tax loss would
have decreased/increased by HK$14,713,000).

Credit risk

The Group’s credit risk is primarily attributable to contract assets,
other receivables and deposits, finance lease receivables, deposits
placed with non-bank financial institutions, loan receivables,
restricted bank deposits, and cash and cash equivalents.

The Group’s maximum exposure to credit risk in the event of
the counterparties failure to perform their obligations as at 31
December 2019 and 2018 in relation to each class of recognised
financial assets is the carrying amount of those assets as stated in
the consolidated statement of financial position.

In order to minimise the credit risk, the management of the Group
has delegated a team responsible for determination of credit limits,
credit approvals and other monitoring procedures to ensure that
follow-up action is taken to recover overdue debts. In addition,
the Group reviews the recoverable amount of each individual
debt at the end of the reporting period to ensure that adequate
impairment losses are made for irrecoverable amounts. For
finance lease receivables and receivables from sales-leaseback
transaction, the Group has closely monitored the recoverability and
ensured adequate collaterals are received from these customers.
In this regard, the directors of the Company consider that the
Group’s credit risk is significantly reduced.
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32. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
Credit risk (Continued)

Before investing in other loan receivables, the Group also assesses
the credit quality of the loan borrowers & guarantors (if any),
evaluation of the value & liquidity of the collaterals, and defines the
terms of the loans. The Group regularly monitored recoverability
to ensure prompt follow up action is taken to recover any overdue
debt. As at 31 December 2019, no loan (2018: HK$35,000,000)
was past due but not credit-impaired at the end of the reporting
period given that the borrower has repaid the entire principal
amount.

The Group's bank balances and deposits are deposited with banks
and non-bank financial institutions in Hong Kong and the PRC
and the Group has limited the exposure to any single financial
institution. The credit risk on liquid funds is limited because the
counterparties are banks and non-bank financial institutions with
good credit-rating.

As at 31 December 2019, the Group had certain concentration
of credit risk as 46% and 100% (2018: 34% and 100%) of
the aggregate amount of finance lease receivables is due from
the Group’s largest and the five largest customers respectively,
which are mainly state owned enterprises or sizeable private
owned enterprises in the PRC. The management exercises
due care in granting credit and checking the background of
these counterparties on a regular basis and closely monitors
the subsequent settlement of the customers. In this regard, the
directors of the Company consider that the Group'’s credit risk is
significantly reduced.

The Group has elected to measure loss allowances for finance
lease receivables, contract assets and service income receivables
using HKFRS 9 simplified approach and has calculated ECL
based on lifetime ECL. The Group has established a provision
matrix that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific to
the debtors and the economic environment. For finance lease
receivables relating to customers with known financial difficulties
or significant doubt on collection of receivables are assessed
individually for provision for impairment allowance.

FINANCIAL LEASING GROUP CO., LTD.
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32. FINANCIAL INSTRUMENTS (Continued) 32. 000O0Oooo

Financial risk management objectives and policies (Continued) 0000ooooooooono

Credit risk (Continued) Oooooooo

Maximum exposure and year-end staging ooooooonn
goo00ooooOOoooooooooo
000000000 ooDoooOooon
0oD0ooooOooooooooon
oooodoomooooooooon
oo0ooooooooooo

The table below shows the credit quality and the maximum
exposure to credit risk based on the Group’s policy, which is
mainly based on past due information unless other information
is available without undue cost or effect, and year-end staging
classification. The amount presented are gross carrying amount for
financial assets.

As at 31 December 2019
pooO0O0ooooOoooo

Lifetime ECL  Lifetime ECL
12 months not credit credit Simplified
ECL impaired impaired approach Total
]
gooob OoOobooob
1200 oooao ogooao
gooooo gooo oooo goo ao
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo goo aoo ooa
Finance lease receivables ooooooo _ _ _ 442780 442780
Loan receivables oooo 94,945 151,011 30,896 - 276,852
Other receivables and deposits oooooooo 19,730 _ _ _ 19,730
Restricted bank deposits ooooooo 19,520 _ _ _ 19,520
Deposit placed with non-bank financial 0000000000000
institutions 90,545 - - - 90,545
Cash and cash equivalents oooooooo 107,033 _ _ _ 107,033
331,773 151,011 30,896 442,780 956,460
As at 31 December 2018
goooooOooooon
Lifetime ECL Lifetime ECL
12 months not credit credit Simplified
ECL impaired impaired approach Total
0
goooo Dooooo
1200 goooo ooooo
gooooo gooo gooo goo ao
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo goo goo agoo goo
Finance lease receivables ooooooo - - - 850,954 850,954
Loan receivables oooo 131,018 35,000 31,201 - 197,219
Contract assets, other receivables oo0oooooooooono
and deposits 43,099 - - 3,320 46,419
Restricted bank deposits ooooooo 19,865 - - - 19,865
Deposit placed with non-bank financial O00C0OO000000000O
institutions 82,891 - - - 82,891
Cash and cash equivalents oooooooo 262,123 - - - 262,123
538,99% 35,000 31,201 854,274 1,459,471
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32. FINANCIAL INSTRUMENTS (Continued)

Financial risk management objectives and policies (Continued)
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. The management
monitors the utilisation of borrowings and ensures compliance with
loan covenants.

The management considers that liquidity risk is limited after
considering the future cash flows of the Group in the foreseeable
future, including the repayment schedule of bank borrowings as
discussed above and the short-term liabilities which are required
to be repaid within three months from the end of the reporting
period. The Group manages liquidity risk by maintaining adequate
reserves by continuously monitoring forecast and actual cash
flows and matching the maturity profiles of financial assets and
liabilities.

FINANCIAL LEASING GROUP CO., LTD.
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FINANCIAL INSTRUMENTS (Continued) 32. 000O0Oooo

Financial risk management objectives and policies (Continued) Oo0oooooooooooao

Liquidity risk (Continued) oooooononn

Weighted
average Total
effective Within undiscounted Canying
interest rate 1 year 1-2 years 3-5years  Over 5 years cash flows amount
gooo goooo
goooo 100 1020 3050 ooso oooo ooo
% HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
ooo ooo ooo goo ooo ooo
As at 31 December 2019 ooooooooooooa
Other payables and accruals gooooooooo - 26,837 - - - 26,837 26,837
Service cost payables oooooo - 1,041 - - - 1,041 1,041
Borrowings oo 6.20 568,948 72,354 - - 641,302 593,287
Deposits received from oooooo
customers 4.75 - 13,983 - 16,779 30,762 24,872
596,826 86,337 - 16,779 699,942 646,037
As at 31 December 2018 ooooooooooooa
Other payables and accruals 000o0ooooooo - 19,333 - - - 19,333 19333
Service cost payables oooooo - 7563 - - - 7,563 7,563
Borrowings 0o 576 460,661 225,695 207447 - 913,803 800,214
Deposits received from 0ooooo
customers 4.75 529 - 14230 17,076 3183 25,194
488,086 225,695 241677 17,076 972,534 902,304
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32. FINANCIAL INSTRUMENTS (Continued) 32. 0000Oooo
Fair value measurements of financial instruments oooooooooo
This note provides information about how the Group determines oooo0o0oooooooooooooo
fair values of various financial assets. goooooano
Fair value of the Group’s financial assets and liabilities that are ooooooooooooononnn
measured at fair value on a recurring basis oooooooooon
Some of the Group's financial assets and liabilities are measured gooD00doDo0oooooooooo
at fair value at the end of each reporting period. The following ddoDooooooooooooood
table gives information about how the fair values of these financial dddooooooooooooood
assets and liabilities are determined (in particular, the valuation dood0oooooboood

techniques and inputs used).

Significant Relationship of
Fair value ~ Valuation techniques unobservable unobservable input
Financial assets/liability Fair value as at hierarchy ~ and key inputs input(s) to fair value
0ooo 000000000
poooooo ooo pOooOoCc OoOOCOOCODOoO gooooo oooooo
2019 2018
ooooo ooooao
NOTES HK$'000 HK$'000
0o ooo ooo
1. Financial assets at fair value
through profit or loss
ooooooooooo
oooo
- Trade on stock exchanges 21 10,757 53,886 Level 1 Quoted bid prices in active market N/A NA
0oooooo 000 O00OOooOooooo 0oo ooo
- Unlisted fund investment 21 14,921 4548 Level3 Based on the net asset values of the Third party The higher the third
ooooooon ooo fund investment determined with valuation of party valuation, the
reference to third party valuation of underlying higher the fair value
underlying investment portfolio and investment 0ooooooooao
adjustments of related expenses portfolio ooo
0O0000000O000OOO0O0 OCOO0OCOoooO
0oooO0oOoOoC0OoDOooo 0ooo

oooooo

FINANCIAL LEASING GROUP CO., LTD.
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32. FINANCIAL INSTRUMENTS (Continued)

Fair value measurements of financial instruments (Continued)

Fair value of the Group’s financial assets and liabilities that are
measured at fair value on a recurring basis (Continued)

32. 0 00O0Oooo

ooooooooooooon

ooooooooooooooon
ooooooooooonon

Significant Relationship of
Fair value  Valuation techniques unobservable unobservable input
Financial assets/liability Fair value as at hierarchy  and key inputs input(s) to fair value
oooo pooooooon
goooooo ooo goooo OOODOCoOoCoooboa gooooo gooooo
2019 2018
gooog oooog
NOTES HK$'000 HK$'000
oo oog ooo
2. Equity investments at fair value
through other comprehensive income
pooooooOooooOboO
gooo
- Unlisted equity investment which 17 28,671 20482 Level 3 Based on the valuation of shopping Discount for quality  The higher discount
principally invests in shopping malls in ooao malls determined by market of properties rate, the lower fair
the PRC approach (eg. size and value
gooooooooooooooo go0o0o0o0oooOooao location) gooooooooao
0ooooooo 0
goomoo
- Unlisted equity investment which 17 5,593 5,692 Level 3 Based on the investee’s financial Price o earnings ratio:  The higher ratio, the
principally invests in a private entity with ooo performance and the multiples of 12.36% (2018: higher fair value
operations of natural gas supply in the comparable companies and using 19.47%) pooooooo
PRC market approach 00001236% oo
gooooooooooooooo gooooo0ooOoooOoooD 0000000  The higher discount
0oooobOOooDooOoo 0ooooooon 1947%0 rate, the lower fair
Discount for lack of value
marketability: 30% 0000000000
goooooo 0
00030%
- Unlisted equity investment which 17 21,253 - Level 3 Based on the investee’s financial N/A NA
principally invests in a private entity with ooao position, performance and using ooo ooo
operations of software development in market approach
the PRC goooo0ooO0oooooao
gooooooooDooooooD oooog
gooooooooooo
3. Financial liability at fair value 25 15,660 21322 Level 3 Based on business valuation of the Expected volatility: The higher volatility, the
through profit or loss ooo underlying business determined by 22% (2018: higher fair value
goooDOoooooOooOooO market approach as key input and 24%) pooooooo
using Binomial option pricing model. 000 0022% oo
go0ooO00O000O000OO0OO 0000000  The higher discount
pooooooooooDoon 24%0 rate, the lower fair
ooooooono value
Discount forlackof ~ O0OC0DOO0DO0DO
marketability: 0
16.11%
goooooo
0001611%

There were no transfers among Level 1, 2 and 3 during both
years.

oobobooooooboooboo
gooooogo
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32. FINANCIAL INSTRUMENTS (Continued)

32.

Reconciliation of Level 3 fair value measurements

@

OO0 Oooo

ooooooooooon

@

Equity investments

at fair value
through other
comprehensive
income
oooooo
oooooooo
oooog
HK$'000
ooo
At 1 January 2018 000O0O0o0oooon 29,875
Purchases ao 5,692
Change in fair value Odo00ooooooooono
in other comprehensive income 852
Exchange difference oooo (1,245)
At 31 December 2018 and at 1 January 2019 dddddooooooooag
ooooDooooon 35,174
Purchases oo 21,253
Exchange difference oooO (910)
At 31 December 2019 0000000000 oaoon 55,517

CIAL LEASING GROUP CO., LTD.
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32. FINANCIAL INSTRUMENTS (Continued) 32. 00 00Oooo
Reconciliation of Level 3 fair value measurements (Continued) 00000O0DOO0o0OO0oO0oo0oOooo
(b) (b)

Financial liability at
fair value through
profit or loss

oooooo
ooooo
oooo
HK$'000
ooo
At 1 January 2018 J0dddooodo -
Grant of call option (note 25) 0000000 da2sd 32,170
Change in fair value recognised in profitorloss OOO0OOOOOOOOOO (4,848)
At 31 December 2018 and 1 January 2019 dddoooooooooo
ooooooooon 27,322
Change in fair value recognised in profitorloss OOO0OOOOOOOOOO (11,662)
At 31 December 2019 0000O00oO0O0ooooOooon 15,660
Fair value of the Group'’s financial assets and financial liabilities ooooooooooonoonnn
that are not measured at fair value on a recurring basis ooooooooooooonon
The management of the Group estimates the fair value of its 0ooooooooooooooood
financial assets and financial liabilities measured at amortised cost 00oooooooooooooood
using the discounted cash flows analysis. oood
The management of the Group considers that the carrying dodoOooOoooooobOoboooao
amounts of financial assets and financial liabilities recorded at 00oooooooooooooood
amortised cost in the consolidated statement of financial position oooooooooano

approximate their fair values.
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33.

RECONCILIATION OF LIABILITIES 33. 00000000000
ARISING FROM FINANCING ACTIVITIES 0o0o
The table below details change in the Group’s liabilities arising oooo0o0oooooooooooooo
from financing activities, including both cash and non-cash goDoooooOOoOoobooooooa
changes. Liabilities arising from financing activities are those for Joodo0oDooOooooOoooooa
which cash flows were, or future cash flow will be, classified in the oooooooooooooooood
Group’s consolidated statement of cash flows as cash flows from dodoooooooooooooood
financing activities. aoooa
Borrowings Lease liabilities Total
oad gooo oo
(note 24)
000240
HK$'000 HK$'000 HK$'000
god god goo
At 1 January 2018 oooooooooo 1,070,261 - 1,070,261
Financing cash flows ooooon 381,364 - 381,364
Repayment of borrowings by lessees 0000000000350
(note 35b) (545,879) - (545,879)
Exchange differences oooo (55,532) = (565,532)
At 31 December 2018 g00Do00ooOoCoooo 850,214 - 850,214
Impact on initial application of HKFRS 16 000000000000
(Note) gleoooooooo = 267 267
At 1 January 2019 oooooooooo 850,214 267 850,481
Change from financing cash flow: gooooooooo
Financing cash flows ooooon 151,011 - 151,011
Repayment of borrowings by lessees 0000000000350
(note 35b) (393,151) - (393,151)
Interest element of lease rental paid ooooooooo - (5) (5)
Capital element of lease rental paid ooooooooo = (377) (377)
Exchange differences oooo (14,787) - (14,787)
Total change from financing cash flow: goooobooooo 593,287 (115) 593,172
Other change: ooooo
Increase in lease liabilities from entering oooooooooon
into new lease during the period oooooo - 775 775
Reassessment of lease liabilities (Note 13) gooooooon
oooi3o = (660) (660)
593,287 - 593,287

Note: The Group has initially applied HKFRS 16 using the cumulative effect
approach and adjusted the opening balance at 1 January 2019 to
recognise lease liabilities relating to leases which were previously classified
as operating lease under HKAS 17. See note 2(a)(i).
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34. TRANSFERS OF FINANCIAL ASSETS

Transferred financial assets that are not derecognised in their
entirety

At 31 December 2019, the Group entered into finance lease
transfer agreements (the “Agreements”) and transferred certain
receivables from sale-leaseback transaction and finance lease
receivables (the “Transferred Lease Receivables”) to banks and
other financial institutions for financing. Under the Agreements,
the banks and other financial institutions have recourse right
and the Group has the obligation to reimburse the banks and
other financial institutions for loss of rental when lessees have
late and default payment. As the Group has not transferred
the significant risks relating to these receivables from sale-
leaseback transaction and finance lease receivables, it continues
to recognise in full the carrying amount of the receivables from
sale-leaseback transaction and finance lease receivables and
has recognised the cash received on the transfer as secured
borrowings. The aggregate gross carrying value of the receivables
from sale-leaseback transaction and finance lease receivables
transferred under the Agreements that have not been settled as
at 31 December 2019 amounted to HK$593,287,000 (2018:
HK$850,214,000). Accordingly, the carrying amount of the assets
that the Group continued to recognise as at 31 December 2019
amounted to HK$593,287,000 (2018: HK$850,214,000) and that
of the associated liabilities as at 31 December 2019 amounted
to HK$593,287,000 (2018: HK$850,214,000) was recorded as
borrowings under note 24.

At 31 December 2019, the Group entered into certain other
finance lease receivables transfer agreements (the “Non-recourse
Agreements”) and transferred certain finance lease receivables
with interests (the “Non-recourse Transferred Lease Receivables”)
to banks and other financial institutions for financing without
recourse with an aggregate amount of HK$5,909,295,000 (2018:
HK$8,254,630,000). Under the Non-recourse Agreements,
the banks and other financial institutions do not have recourse
right and the Group does not have the obligation to reimburse
the banks and other financial institutions for loss of rental if
any lessees have late and default payment. In the opinion
of the directors of the Company, the Group has transferred
substantially all risks and rewards relating to these Non-recourse
Transferred Lease Receivables. Accordingly, it has derecognised
the full carrying amounts of the Non-recourse Transferred Lease
Receivables and the associated liabilities. During the year ended
31 December 2019 and 2018, the Group has not recognised
any loss in relation to the continuing involvement, both during the
period or cumulatively.

34. 000000
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35. NOTES TO THE CONSOLIDATED
STATEMENT OF CASH FLOWS

(@)

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

On 15 May 2018, the Group entered into a sale and
purchase agreement with the joint venture partner (the
“Purchaser”), pursuant to which the Group disposed of
25% out of its 50% equity interest of Rizhao Lanshan, a
joint venture (“JCE”) of the Group, for a consideration of
RMB294 million (equivalent to approximately HK$338
million). On the same date, the Group has also entered
into a Call Option Undertaking to grant the Call Option
to the Purchaser, pursuant to which the Purchaser is
entitled to acquire the remaining 25% equity interest in
Rizhao Lanshan at a consideration of RMB294 million
(equivalent to approximately HK$338 million). Pursuant to
the Call Option Undertaking, the Call Option is exercisable
by the Purchaser at its discretion during the period
from 1 January 2020 up to 30 June 2020 (both dates
inclusive). Upon the Completion on 31 August 2018,
Rizhao Lanshan ceased to be a JCE of the Group and then
become an associate of the Group.

FINANCIAL LEASING GROUP CO., LTD.
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NOTES TO THE CONSOLIDATED 35. J0000000Oooo
STATEMENT OF CASH FLOWS (continued)
(a) Loss on disposal of partial interest in a joint venture and (@) ooooooooocoooono
the grant of the call option (Continued) gooooooooono
The loss on partial disposal of JCE and the grant of the call ooooooooooooood
option as at its disposal date was as follows: dooo0oOooooooood
2018
goooo
HK$'000
oo
Consideration from joint 0000000000000
venture partners 337,849
Fair value of the Call Option dooooooooooog
as at 31 August 2018 oooooooo (32,170)
305,679
Carrying value of 50% equity 0o0oooOoooos0%0o0o0
interest in JCE derecognised ooo (829,911)
Fair value of 25% equity interest O00o0o0ooooooooon
in an associate at 25%0 00000000160
initial recognition (note 16) 305,607
Stamp duty 0oo0 (168)
Loss on partial disposal of JCE gooooooog
and the grant of the call option o0o0oooooo (218,793)
(b) During the year ended 31 December 2019, repayment of () OOOOODOOOOOOOOOO
borrowings of HK$393,151,000 (2018: HK$545,879,000) in 0000000 O0O0oOOoOs3400
respect of the Transferred Lease Receivables as set out in oooooooooooooon
note 34 was made by relevant lessees directly to banks and ooooooooooooon
other non-bank financial institutions. [0 393,151,0000 00 O O 0O O OO

545,879,0000 O [
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36. RELATED PARTY TRANSACTIONS 36.

Same as disclosed elsewhere in the consolidated financial
statements, during the year the Group had the following
transactions with related parties.

(a) The Group had the following transactions with the
partner of its associate during the year:

goooo

obopoooooooboooobooba
gbobooobooobooboobd

(a) gooooboooboooo
goooooooo

2019 2018
oooono ooooo
HK$'000 HK$'000
oo agoo
Fellow subsidiaries of the partnerof OOOOOOOOODOO

the Group's associate oooooo
Service charges paid goooo 130,222 131,440
Leasing income oooo 154,813 162,237

(b) The remuneration of key management personnel of the
Group, represented directors and chief executive, during
the year are set out in note 8. The remuneration of directors
and chief executive is determined by the remuneration
committee having regard to the performance of individuals
and market trend.

FINANCIAL LEASING GROUP CO., LTD.
O

(b) 000000000000 000
000000000000 0O00
800000D00000OOOD
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

37.

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

PARTICULARS OF PRINCIPAL 37. 000000000
SUBSIDIARIES
Particulars of the subsidiaries of the Company at 31 December dooooooooooooooood
2019 and 2018 are as follows: goooooooooooooo

Place of Proportion of nominal

incorporation/ Issued and fully paid value of issued share capital
Name of subsidiary registration share capital (note a) held by the Company  Principal activities

ooooo gooooooo goooooooooo
gooooo gooo ooCa0 gooo gooo

2019 2018

ooocoo oOoooo

Indirectly held by the Company

goooooo
Able Winner International Limited ~ Hong Kong Ordinary shares HK$1 100% 100%  Investment holding
gooooooon od gooloo goooo
Upmove International Limited Hong Kong Ordinary share HK$1 100% 100%  Investment holding
gooooooo oo oooloo gooo
Elegant Basic Investments Limited ~ BVI Ordinary shares US$100 100% 100%  Investment
gooooooon oooooo goolooo oo
TF Advances Limited Hong Kong Ordinary shares HK$1 100% 100% Treasury investment activities
including money lending
og oooloo gooooooooo
Multi Kingdom Investment Limited ~ BVI Ordinary shares US$100 100% 100%  Property investment
gooooo ooolo00 goono
Jumbo Hall International Limited Hong Kong Ordinary shares HK$2 100% - Property investment
gooooooo og ooo2o0 gooo
Amaze Global Limited BVI Ordinary shares US$1,000 100% 100% Office management
gooooo oooLeooo goooo
BJ Ever Grand" The PRC US$36,000,000 51.39% 51.39% Provision of finance lease and related
consulting services in the PRC
oooo og 36,000,0000 O gooooooooo
oooooo
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

37. PARTICULARS OF PRINCIPAL 37. 0000000DO0Oooo
SUBSIDIARIES (continued)
Place of Proportion of nominal
incorporation/ Issued and fully paid value of issued share capital
Name of subsidiary registration share capital (note a) held by the Company  Principal activities
goooo gooooooo goooooooooo
gooooo gooo goCab gooo gooo
2019 2018
goooo DO0OOoOO0
Ever Grand (Tianjin) Finance Lease  The PRC RMB200,000,000 51.39% 51.39% Provision of finance lease and related
Co., Ltd. (“TJ Ever Grand")* consulting services in the PRC
goomooooooo oo 0 0 0 200,000,0000 gooooooooooooooo
ooooom
Qikang Biological Technology Limited The PRC HK$53,500,000 100% 100% Research & development,
(“Qkang”)* manufacturing and sales of food

additives and health beverage
products in the PRC

goooooocooooo oo 53,500,0000 O goooooooooooo
Mmoo gooooooo
Zhujian Biotechnology (Shanghai) The PRC RMB5,000,000 100% 100% Research & development of
Company Limited (“Zhujian”)* bioengineering technology and sales

of food additives and health beverage
products in the PRC

goooooooomooa oo 0 0 05,000,0000 gooooooooooo
moom 0000000000000
Livingzone (Shanghai) Bio- The PRC HK$126,310,000 100% - Research & development of
Chem Technology Co., Ltd. bioengineering technology and
(“Livingzone”)* property investment in the PRC
goooobooooooo oo 126,310,0000 O gooooooooooo
ooood oooo

*

English name for reference only

The subsidiary is a sino-foreign equity joint venture " 0ooooooooooo

Note: ood

(a) All principal subsidiaries operate principally in Hong Kong except BJ Ever () J0o0oo0oooooooooooogo
Grand, TJ Ever Grand, Qikang, Zhujian and Livingzone. 0000D0CO0OO000DOoOCcOoOOOOoO

202 CHINA EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
O ooooooo O



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

37. PARTICULARS OF PRINCIPAL 37. 00000000 DOcoo

SUBSIDIARIES (continued)

The above table lists the subsidiaries of the Group which, in the
opinion of the directors, principally affected the results of the year
or formed a substantial portion of the assets of the Group. To give
details of other subsidiaries would, in the opinion of the directors,
result in particulars of excessive length.

None of the subsidiaries had any debt securities subsisting at 31
December 2019 and 2018 or at anytime during the year.
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:

goooooooooooboooboood
ooooooooooooboooood
goooboooooooobooboobo
gbooooooboobd

goooooooooooboooood
goboooboooboboooboa
goooooao

oooooboooboobooooo
aad

ooooooooooooboooood
goooooooo

Place of Proportion of ownership
incorporation and interests and voting Loss allocated to Accumulated
principal place rights held by non-controlling non-controlling
Name of subsidiary of business non-controlling interests interests interests
goooooo ooooooobooo
oooooo gooooo gooooooo goooooooooo ooooooo
2019 2018 2019 2018 2019 2018
ooooo ooooo ooooo ooooo ooooo ooooo
HK$'000 HK$000 HK$'000 HK$000
gooo ooo gooo ooo
BJ Ever Grand The PRC
oooao 0o 48.61% 4861% (16,831) (9%) 120,600 139,764

Summarised financial information in respect of each of the
Group'’s subsidiaries that has material non-controlling interests
is set out below. The summarised financial information below
represents amounts before intragroup eliminations.

goooooooooooboooood
ogbopooooooobooooooboga
gooooooooooboboooooo
oo

Annual Report 2019

203



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

37.

PARTICULARS OF PRINCIPAL

SUBSIDIARIES (Continued)

BJ Ever Grand and its wholly owned subsidiary

37.

OO0O0000O000Oooo

ooooooOooobooon

2019 2018
ogoooo agoooo
HK$’000 HK$'000
ooo ooao
Current assets oooo 684,114 669,582
Non-current assets ooooo 196,676 505,931
Current liabilities oooo (536,985) (438,800)
Non-current liabilities ooooo (94,506) (449,191)
Equity attributable to owners of oooooooooo
the Company 128,699 147,757
Non-controlling interests ooooo 120,600 139,764
Revenue oag 56,393 85,993
Expenses ood (59,232) (81,369)
Loss for the year oooao (34,624) (2,048)
Loss attributable to owners of goo0oooooono
the Company (17,793) (1,052)
Loss attributable to the non-controlling ooooooooad
interests (16,831) (996)
Loss for the year oooao (34,624) (2,048)

CIAL LEASING GROUP CO., LTD.



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
B B 0 R A

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

37. PARTICULARS OF PRINCIPAL
SUBSIDIARIES (continued)

37. 000O0O0O0O0O0OOooo

BJ Ever Grand and its wholly owned subsidiary (Continued) 00o0oooooooooooo
2019 2018
Oo0o0ano OoO0o0agno
HK$'000 HK$'000
ooo ooao
Other comprehensive expense oooooooo
attributable to owners of the Company oooooo (2,468) (7,595)
Other comprehensive expense ooooodo
attributable to the non-controlling interests OO OO0 OO (2,333) (7,185)
Other comprehensive expense fortheyear OO0 OOO0O0O (4,801) (14,780)
Total comprehensive expense 000000 DoOOoooOonDaoon
attributable to owners of the Company (20,261) (8,647)
Total comprehensive expense odoooooooooooa
attributable to the non-controlling interests (19,164) (8,181)
Total comprehensive expense ooooooog
for the year (39,425) (16,828)
Dividends paid to non-controlling ooooooooad
interests - 4,865
Net cash outflow from operating activities o0oo0oooooooog (130,125) (358,053)
Net cash (outflow)/inflow from ooooOoooooooon/
investing activities ooog (78,609) 43,537
Net cash inflow from financing activities goooooooooooao 151,011 371,357
Net cash (outflow)/inflow 0oooo0Q /0000 (57,723) 56,841
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

38.

STATEMENT OF FINANCIAL POSITION

3. 00O OOOoOoOoOonO

AND RESERVES OF THE COMPANY 0
2019 2018
ooooag ooooag
HK$’000 HK$'000
ooag ooag
Non-current assets ooooo
Investment in subsidiaries oooooooo 11 11
Amounts due from subsidiaries gooooooao 537,084 539,546
537,095 539,557
Current assets ooog
Other receivables, deposits and doo0oooboooooo
prepayments 1,883 1,880
Amounts due from a subsidiary gooooooao 17,000 17,000
Bank balances and cash ooooooo 153 154
19,036 19,034
Current liabilities ogooo
Amounts due to subsidiaries gooooooo 2 323
Other payables and accruals ooooooooog 13,129 12,938
13,131 13,261
Net current assets oooood 5,905 5,773
Total assets less current liabilities ooooooon 543,000 545,330
Capital and reserves ooooo
Share capital oad 119,192 119,192
Reserves oo 423,808 426,138
Total equity ood 543,000 545,330

Approved by the Board of Directors on 25 March 2020 and are

signed on its behalf by:

WONG LIK PING
oono
Director
oo
EVER GRAND FINANCIAL LEASING GROUP CO., LTD.
000DDO0O0O0OOooonO

ooooooooooooboooood

goooooboooboogo

LAI KA FAI
ooo
Director

oo



38. STATEMENT OF FINANCIAL POSITION
AND RESERVES OF THE COMPANY

(Continued)

Movement in the Company’s reserves

38. 0 00OO0OOOOOO
UOooo

oooooooo

Share
Share options  Accumulated
premium reserve losses Total
oooo ooooo oooo 0o
HK$'000 HK$'000 HK$'000 HK$'000
ooo goa goad goo
At 1 January 2018 gooooooooo 1,520,921 1,481 (1,062,559) 459,843
Loss and total comprehensive expense goobooooooooo
for the year - - (33,705) (33,705)
Share options lapsed ooooo - (345) 345 -
At 31 December 2018 ooooooooooooo 1,520,921 1,136  (1,095,919) 426,138
Loss and total comprehensive expense gooooooooooa
for the year - = (2,330) (2,330)
Share options lapsed ooooao - (409) 409 -
At 31 December 2019 ooooooooooooo 1,520,921 727 (1,097,840) 423,808
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

A A 0 A B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

39. ACQUISITION OF SUBSIDIARIES

(a) On 22 February 2019, the Group had entered into a
preliminary sale and purchase agreement with Quantum
Power Limited (“Quantum Power”), a company
incorporated in the BVI with limited liability which is
ultimately owned by the Vendor's Guarantor, the son
of Mr. Wong, an executive Director and a substantial
Shareholder, and is a connected person of the Company,
to acquire 100% of issued share capital of Quantum
Power and its subsidiary at an aggregation consideration
of approximately HK$90,000,000. Shanghai Lizu is the
indirect subsidiary of Quantum Power which principal
assets are located at Shanghai. Having satisified all the
terms and conditions of the agreement, the acquisition

was completed on 1 March 2019.

The consideration of approximately HK$90,000,000 was
satisfied by cash. This transaction has been accounted
for as an acquisition of assets as the acquisition does
not meet the definition of a business combination. The
assets acquired and liabilities assumed do not constitute
a business. The transaction was accounted for as an
acquisition of properties including mainly approximately
6,300 square meters property in Shanghai and facilities
and equipments used for research and studies of
biotechnology for development of food additives business.

The identifiable assets and liabilities acquired was
recognised at the date of acquisition as follows:

39. 00O0OOO

(@

gooooooooooobog
gbooobooomoomod
uoooboboooboobooo
gboboboobooobooooao
gooboooooobooma
gbobobobobobma
gooooboobooboooog
goooooooooobooogd
gooopoopo0 cooooon
gooooooboboboboood
gooooooobobooood
ooooooooboboooood
gooooogo

goosoooopoonooooon
gbooooooboboooood
ooooooooboboooood
oooooooooboooood
gooooooboboooog
gooooobobobboood
gooobooooboooo
oosg3000 000D OOODOO
gooooooboooboo

uoooboboooboobooo
gooooogo

HK$'000
aooo
Net assets acquired oooooono
Plant, machinery and equipment oooooooo 2,059
Motor vehicles oo 65
Self-occupied property in Shanghai oooooood 86,333
Prepayments and other receivables ooooooooon 3,468
Accruals and other payables O00oooooogo (2,043)
Net assets oooo 89,882
Net cash outflow in connection with oooDooooooooooooo
the acquisition of subsidiaries:
Cash and cash equivalent ddooooooooooao
balance acquired (1,399)
Consideration paid oooad 91,281
89,882

FINANCIAL LEASING GROUP CO., LTD.
O



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

Ao T 2 A B

For the year ended 31 December 2019 OO0 00O OOOOOCOOOOOOO

39. ACQUISITION OF SUBSIDIARIES (Continued)

(b)

On 10 April 2019, the Group had entered into a
preliminary sale and purchase agreement with an
independent third party relating to acquisition of 100%
equity interests of Jumbo Hall International Limited
(“Jumbo Hall”), which principal assets comprise offices
in Wan Chai at a total consideration of HK$70,000,000
was satisfied by cash on completion. Having satisfy all the
terms and conditions, the acquisition was completed on
12 April 2019.

This transaction has been accounted for as an acquisition
of assets as the acquisition does not meet the definition of
a business combination. The assets acquired and liabilities
assumed do not constitute a business. The transaction
was accounted for as an acquisition of investment
properties in the ordinary course of the company’s
property investment business.

The identifiable assets and liabilities acquired was
recognised at the date of acquisition as follows:

39. 0 00O0O0O0Oooo

(b)

goooooooooooood
gboooboboooboobooao
goooooooboboooood
oooOooooobooo
oodooooooboog
700000000 000000000
gooobooobooooobDd
goooooooooboboooo
goog

gooobooooboooa
ooooooooboboooood
goooooooooooood
goooobbobobooood
gooobooooboooa
gooobooobooboon

gooobooooboooa
gooooboogo

HK$'000
ooo
Net assets acquired ooooooad
Investment property oood 70,117
Deposits oo 58
Accruals oooo (7)
Net assets oooo 70,168
Net cash outflow in connection with Jddddooooooooooo
the acquisition of subsidiary:
Cash and cash equivalent ddooooooooooo
balance acquired (1)
Consideration paid oooo 70,169
70,168
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
A B 25 R AR B

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO
40. EVENTS AFTER THE REPORTING PERIOD 40. DO O 0O0O0O

(a) On 30 December 2019, the Group entered into a placing (@) gooo0oooooooooa

agreement with a placing agent, pursuant to which the
placing agent agrees, as agent of the Company, to procure
on a best effort basis not less than six placees who and
whose ultimate beneficial owners shall be independent
third parties to subscribe for up to 2,383,830,000 placing
shares at the placing price of HK0.014 per placing share.
The share placement of 2,383,830,000 placing shares
was completed on 22 January 2020. Details of the placing
were disclosed in the announcements of the Company
on 30 December 2019, 3 January 2020 and 22 January
2020.

On 30 December 2019, the Group entered into
a subscription agreement with a target company
to subscribe for 8,000,000 subscription shares or
approximately 7.46% of the enlarged share capital of the
target Company at a consideration of HK$40,000,000.
The target company principally engages in money
lending business in Hong Kong. Completion of the
subscription took place on 24 January 2020. Details of the
subscription in the target company were disclosed in the
announcements of the Company on 30 December 2019,
23 January 2020 and 24 January 2020.

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

FINANCIAL LEASING GROUP CO., LTD.
O
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For the year ended 31 December 2019 OO0 DODO0ODODOOOOOOOOOO

RESULTS 00O
Year ended 31 December
000000000000
2015 2016 2017 2018 2019
goooo goooo gooaono goooo gooono
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
goa goa ooo goa ooo
(Restated) (Restated)
gooa gooo
Continuing operations gooooo
Revenue oo = 221,212 198,134 90,523 71,155
Profit/(loss) before taxation 0oooo,A000 6,383 96,844 (29,630) (359,626) (52,761)
Income tax (expense)/credit 0000o000/on 3,568 (17,651) (6,059) (13,468) 1,798
Profit/(loss) for the year from jooooooooooo
continuing operations oo Aooo 9951 79,193 (35,689) (373,094) (50,963)
Discontinued operation goooooao
Loss for the year from ooooooooono
discontinued operation 0oooo (6,503) (27,365) (114) - -
Profit/(loss) for the year oooooAo00o 3,448 51,828 (35,803) (373,094) (50,963)
Profit/(loss) for the year joooooooo
attributable to: 0o0A00m
— Owners of the Company ooooooo 3,448 29,813 (42,654) (372,098) (34,132)
— Non-controlling interests ooooooon = 22015 6,851 (996) (16,831)
3,448 51,828 (35,803) (373,094) (50,963)
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FINANCIAL SUMMARY
o 2 4 L

For the year ended 31 December 2019 O OO0 OOOOOOOOOODOOO

ASSETS AND LIABILITIES

oooo

As at 31 December

gooooooa

2015 2016 2017 2018 2019

goooa goooa goooa ooooa ooooa

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

aoo ooo aono goo ooo

Total assets ood 1,336,047 1,833,875 2,584,589 1,878,875 1,546,675
Total liabilities goo (127,659) (493,978) (1,230,181) (951,174) (685,656)
1,208,388 1,339,897 1,354,408 927,701 861,019

Equity attributable to owners oooooooooo

of the Company 1,207,543 1,187,202 1,204,447 787,937 740,419
Non-controlling interests ooooooo 845 152,695 149,961 139,764 120,600
1,208,388 1,339,897 1,354,408 927,701 861,019

CIAL LEASING GROUP CO., LTD.



