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Chairman’s Message
FEAME

On behalf of the board of directors (the “Board”), | hereby present the
annual report of China Best Group Holding Limited (the “Company”)
and its subsidiaries (the “Group”) for the year ended 31 December
2019.

Looking back to 2019, China’s economy continues to be influenced by
the combined effect of the three periods, namely the shifting period
for growth rate, the struggling period of structural adjustment, and the
assimilation period of previous stimulus policies. With the increasing
downward pressure on the economy, many private enterprises have
met various difficulties in operation and the Group also continues to
be in the stage of transformation and adjustment. During the year,
the performance of the Group's principal businesses is summarized as
below: the finance leasing business experienced an obvious decline in
the revenue, since the Group didn’t inject more funds in developing
new businesses in this regard, considering the poor performance of
private enterprises who are our main target clients; the money lending
business recorded an increase to certain extent, but this business
segment remained loss-making as the impairment provision was
required for loans due to the impact of the economic downturn; the
trading business, benefiting from client demand, recorded revenue
that almost doubled as compared to last year, but its gross profit was
still under pressure and unable to significantly improve the overall
results; for securities investment, the Group had taken a wait-and-
see attitude without adjusting its investment portfolio in view of the
volatile securities market; for property investment, the Group newly
acquired investment properties located in a prime location in Beijing
by means of equity transfer in the first half of the year, and no lease
income was achieved since it took a certain period to plan and arrange
leasing; the newly-acquired property brokerage services business had
generated some revenue; the newly-acquired building architecture and
design services business was still under the process of integration and
without revenue contribution so far; the other principal businesses of
the Group, such as securities and futures brokerage business and freight
forwarding business, recorded declines in revenue to various extents
as compared to last year due to the deterioration of the market and
operating conditions. Generally speaking, the Group recorded further
losses during the year, but the Group has adjusted its business direction
in a timely manner, and continued to seek new business opportunities
and lay out new business areas, thereby laying a solid foundation for its
future development.
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Looking forward, there is significant uncertainty on the development
of the pandemic across the world, which had brought unmeasurable
negative and subsequent effects on the world economy, leading to
extremely volatile investor and market sentiments, thereby causing a
more difficult business environment and also bringing about significant
negative and adverse impacts on the Group's operation. However, China
has a solid material and technological foundation accumulated since
the reform and opening up, and it has a large-scale market advantage
and potential in domestic demand. The fundamental trend of China’s
economic stability and long-term improvement has not changed; the
status of Hong Kong as a global financial center and its role of the bond
between China and the world are unchanged. It is well recognized that
Hong Kong's capital market has an unique role in raising capital for
Chinese companies through listing and bringing foreign capital to the
mainland A-share market as well. The Group is always confident in its
future operation. While continuing to vigorously develop its financial
services business, the Group will further actively seek opportunities for
real estate development and the related service businesses in Mainland
China, thereby improving its profitability and sustainability. As of the
date of this report, the Group had acquired several real estate-related
businesses in China, including property brokerage services, building
architecture and interior design services, and building heat supply
services, and is also in the process of proceeding with a transaction
in relation to project construction contracting services. Furthermore,
the Group also acquired a land parcel located in Chongming
Island, China for the purpose of developing properties for sale. The
Group is reviewing and considering its existing resources, including
the experience, expertise and social network of the directors and
management of the Company, with the aim of further expanding the
newly-acquired businesses and generating synergy by leveraging the
aforesaid resources in due course. | believe the new businesses that the
Group has commenced and is building up will stimulate the Group’s
operation and improve its operating results in the future.

Last but not least, on behalf of the Board, | would like to extend my
heartfelt thanks to the management, our employees and partners for
their contributions to the development of the Group as well as to
shareholders for their continued support to the Company. With the
support and contributions from all parties, the Group will continue to
strive for the best to achieve better performance and create greater
value for shareholders!

Wang Yingqgian
Chairman

Hong Kong, 30 March 2020
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Management Discussion and Analysis

BEENWE DN

Year ended
BZEUTHHLEE
31.12.2019 31.12.2018
—E-hEF —E-)N\F
TR =S Tl +-A=+—8
HK$'M HK$'M
BHEBT BEET
Financial Results Highlight B EERE
Turnover EHETE 362.3 218.0
Other operating gain (loss) (net) Hipgaes (EBE) CF58) 8.8 (7.2)
Total expenses Y sz (104.4) (81.2)
Unrealised loss on fair value change on REMELNTFEEFHZ
investment properties FEIREE (16.1) =
Share of profit of associates SR EEE A ENE T 3.2 =
Impairment loss on right-of-use assets CREEERERE (4.1) -
Impairment loss on loan and interest EWEREFEZ
receivables VRN k! (43.5) =
Impairment loss on finance lease receivable &% gh& M & 718 2 B E k1B - (13.6)
Impairment loss on goodwill HEREEE - (29.0)
Net loss before tax and RIMBRBERFERERZ
non-controlling interests EEFH (103.5) (74.1)
Loss for the year attributable EATFEEAEBEFERER
to owners of the Company (106.1) (75.5)
As at
i
31.12.2019 31.12.2018
—ZE-hE —E-)N\F
+=B=+—H +=ZA=+—8H
HK$'M HK$'M
BEBT BEET
Extract of Financial Position B 7 AR O 6 8%
Total assets BERR 1,192.7 1,288.1
Total liabilities BEBEE (75.2) (53.0)
Net current assets MBEEFRE 637.4 1,038.2
Bank balances and cash RITHEBR KRS 97.5 274.8
Net assets BEEEE 1,117.5 1,235.1
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Management Discussion and Analysis

OVERVIEW

For the year ended 31 December 2019, the Group’s turnover was
approximately HK$362.3 million, representing an increase of 66.2% as
compared with approximately HK$218.0 million last year. The net loss
for the year ended 31 December 2019 was approximately HK$106.1
million as compared with approximately HK$75.5 million last year.
The increase in loss was mainly attributable to the combined effect
of, among other things, (i) the increase in unrealised loss on fair value
change on investments by approximately HK$5.2 million based on
independent valuation results, (i) the increase in impairment loss on
assets by approximately HK$5.0 million mainly due to a borrower’s
default in payment, (iii) the increase in staff costs by approximately
HK$16.0 million in line with expanded business activities.

BUSINESS AND FINANCIAL REVIEW
Finance Leasing Business

The Group commenced its finance leasing business in July 2015 and
has been engaged in providing finance lease services in the People’s
Republic of China (the “PRC"). The sale and lease back arrangement
is the main business model for existing customers. The leased assets
primarily consist of plant and equipment, motor vehicles and other
tangible assets. For the year ended 31 December 2019, the turnover
of the Group’s finance leasing business amounted to approximately
HK$10.0 million (2018: approximately HK$28.0 million). During the
year ended 31 December 2019, the Group agreed on debts settlement
arrangement with several leasees, among which, finance lease
interest of approximately RMB441,000 (equivalent to approximately
HK$521,000) and consultancy income of approximately RMB16,323,000
(equivalent to approximately HK$19,291,000) have been agreed by
the parties to be waived. A total of waived amount of approximately
HK$1,686,000 was accounted for in the year ended 31 December
2019. Corresponding segment loss of approximately HK$1.8 million was
incurred for the year ended 31 December 2019 (2018: approximately
HK$0.9 million).

Money Lending Business

The Group holds a money lenders licence in Hong Kong and provides
loan facilities to prospective customers including enterprises and
individuals. This segment has begun to generate returns to the Group
since April 2016. For the year ended 31 December 2019, the turnover
of the Group’s money lending business amounted to approximately
HK$29.7 million (2018: approximately HK$24.0 million). Corresponding
segment loss of approximately HK$22.2 million, including the
impairment loss on loan and interest receivables of approximately
HK$43.5 million due to borrower’s default in payment, was incurred
for the year ended 31 December 2019 (2018: segment profit of
approximately HK$16.6 million).
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Securities and Futures Brokerage Business

The Group acquired several companies which are principally engaged
in the provision of financial services, including securities and futures
dealing, margin financing, asset management and stock broking in
Hong Kong on 14 August 2017. Since then the Group has provided
brokerage services for securities and futures traded on exchanges
in Hong Kong and major overseas countries. For the year ended 31
December 2019, the turnover of the Group's securities and futures
brokerage business amounted to approximately HK$0.4 million
(2018: approximately HK$1.5 million). Corresponding segment loss
of approximately HK$10.6 million was incurred for the year ended 31
December 2019 (2018: approximately HK$38.6 million).

Trading Business

The Group is trading goods, including radio system and electronic
appliance, in the PRC. For the year ended 31 December 2019, the
turnover of the Group’s trading business amounted to approximately
HK$308.9 million (2018: approximately HK$159.3 million) whereas the
gross profit was approximately HK$5.9 million (2018: approximately
HK$2.8 million). The Group recorded a loss of approximately HK$5.6
million for the year ended 31 December 2019 (2018: approximately
HK$6.6 million) in this segment.

Securities Investment Business

It represents trading of listed equity securities in the Hong Kong stock
market and dividend income (if any) from such listed equity securities.
For the year ended 31 December 2019, the Group did not trade any
listed equity securities and hence no turnover and realised gain/loss of
the Group's securities investment business was generated (2018: nil).
During the year ended 31 December 2019, the Group recorded an
unrealised fair value loss of the listed securities of approximately HK$1.7
million (2018: approximately HK$13.4 million). For the year ended 31
December 2019, the Group did not receive any dividend income (2018:
nil). As at 31 December 2019, the Group held trading securities with
value of approximately HK$1.3 million (2018: approximately HK$3.0
million).
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Management Discussion and Analysis

Freight Forwarding Business

This segment represents the provision of international air and sea freight
forwarding and logistic services to customers in Singapore and United
States of America. For the year ended 31 December 2019, the turnover
of the Group's freight forwarding business amounted to approximately
HK$3.5 million (2018: approximately HK$5.2 million). Corresponding
gross profit of approximately HK$1.0 million and segment loss of
approximately HK$0.8 million were made for the year ended 31
December 2019 respectively (2018: gross profit of approximately
HK$1.6 million and segment loss of approximately HK$0.4 million).

Property Investment Business

The Group acquired a group of companies which mainly hold the
investment properties in the PRC for rental income and capital
appreciation on 15 January 2019. For the year ended 31 December
2019, such investment properties did not generate any rental income.
The Group is planning to undergo certain interior fitting out works
to improve their multi-usages with an aim to enhancing competitive
advantages in the leasing market. As at 31 December 2019, the fair
value of the investment properties was approximately HK$111.5
million after deduction of unrealised fair value loss of approximately
HK$16.1 million with reference to the valuation result of independent
professional valuers.

Property Brokerage Business

The Group acquired a company which is principally engaged in provision
of residential and commercial property brokerage services in the PRC
on 3 June 2019. For the year ended 31 December 2019, the turnover
of the Group’s property brokerage business amounted to approximately
HK$9.8 million. Corresponding profit of approximately HK$3.0 million
was made in this segment.

Building Architecture and Interior Design Business

The Group acquired a company which is principally engaged in provision
of building architecture and interior design services in the PRC on 6
June 2019. For the year ended 31 December 2019, the Group did not
provide any building architecture and interior design services and hence
no turnover of the Group's building architecture and interior design
business was generated. The Group is under discussion and negotiation
with potential clients for certain construction projects. Segment loss of
approximately HK$11.0 million was incurred during the year.
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OUTLOOK

With an aim to improving the Group’s profitability and strengthening
its operation’s sustainability, the Group intends to continue to develop
its principal financial services business while doing the layout for the
Group's real estate related business segments. From 2019 to the date of
this report, the Group has acquired various real estate related businesses
in the PRC, including property brokerage services, building architecture
and interior design services and provision of heat supply services, and
is also proceeding with a transaction in relation to projects construction
contracting services. In addition, the Group acquired a land parcel in
the PRC for developing properties for sale. The Group is reviewing its
existing resources, including the experience, expertise and network of
the Company’s directors and management, and leverage them when
appropriate to further expend these newly acquired businesses and to
create a synergy effect. By doing so, the Group is able to broaden its
revenue base and improve its profitability.

On the other hand, the world-wide macroeconomic environment in
2020 is full of challenges and uncertainties due to the outbreak of the
COVID-19 pandemic which has posed great threats to the world major
economies. Investors are concerned that there will be slowdown of
growth in major economies or even a global recession such that market
sentiments are extremely volatile. Looking forward, the Group will
adopt a cautious approach to monitor the business environment closely
and strengthen its competitiveness by exploring new opportunities and
diversify business activities of the Group in due course.

LIQUIDITY AND CASHFLOW RESOURCES

As at 31 December 2019, the equity and net current assets of the Group
amounted to approximately HK$1,117.5 million (2018: approximately
HK$1,235.1 million) and HK$637.4 million (2018: approximately
HK1,038.2 million) respectively. On the same date, the Group had
bank balances and cash of approximately HK$97.5 million (2018:
approximately HK$274.8 million) and the current ratio was 10.15 (2018:
20.58). As at 31 December 2019 and 2018, the Group had no interest
bearing borrowing but an interest-free and unsecured advance payment
from an associate of approximately HK$6.5 million to be repaid on
demand.

The Group has sufficient and readily available financial resources for
both general working capital purposes and existing business operation.
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PLEDGE OF ASSETS

As at 31 December 2019 and 2018, none of the Group’s securities was
pledged to brokers to secure the margin loan. As at 31 December 2019
and 2018, there were no other significant assets pledged to banks to
secure general banking facilities granted to the Group.

CONTINGENT LIABILITIES

As at 31 December 2019 and 2018, the Group had no material
contingent liabilities.

CAPITAL EXPENDITURE

During the year ended 31 December 2019, the Group incurred
approximately HK$0.1 million (2018: approximately HK$0.2 million) as
capital expenditure mainly in respect of plant and equipment situated in
Hong Kong and PRC offices.

CAPITAL COMMITMENTS

As at 31 December 2019, the Group had capital commitment of
HK$70.0 million in relation to the acquisition of subsidiaries (2018:
HK$68.0 million).

SIGNIFICANT INVESTMENTS HELD

As at 31 December 2019, the Group held (i) financial assets at fair
value through other comprehensive income of approximately HK$11.2
million (2018: approximately HK$16.2 million) which represented
unlisted equity securities in Hong Kong, and (ii) financial assets at fair
value through profit or loss of approximately HK$1.3 million (2018:
approximately HK$3.0 million) which represented listed securities held

for trading in Hong Kong as follow:
Unrealised
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Based on public information available at the website of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”) as at the
date of this report, EOIH is principally engaged in the manufacture
and trading of optical frames and sunglasses, property investment,
investment in debts and securities, film investment and distribution
business and money lending business.

During the year ended 31 December 2019, the Group recorded (i) an
unrealised fair value loss of approximately HK$1.7 million in relation to
investment in listed securities held for trading in profit or loss, and (ii)
fair value loss of approximately HK$0.9 million on securities investments
that are not held for trading in other comprehensive income.

The Board acknowledges that the performance of the equities may be
affected by the degree of volatility in the stock market and susceptible
to other external factors that may affect their values. Accordingly, in
order to mitigate possible financial risks related to the equities, the
Board will continue to closely monitor the performance of its investment
portfolio from time to time.

As at 31 December 2019, the Company did not hold any significant
investments in an investee company with a value of 5% or more of the
Company’s total assets.

MATERIAL ACQUISITION AND DISPOSAL

(i) On 31 December 2018, Esteem Sun Limited (“Esteem Sun”),
a wholly owned subsidiary of the Company, and Lucent Time
Limited (“Lucent Time"), an independent third party, entered into
the share transfer and loan assignment agreement, pursuant to
which (i) Lucent Time conditionally agreed to sell, and Esteem
Sun conditionally agreed to acquire, the entire issued share
capital of Noble Realm Limited and (i) Lucent Time conditionally
agreed to assign and Esteem Sun conditionally agreed to assume
all rights and benefits of the interest free shareholder’s loan, at
an aggregate consideration of HK$135.0 million. The acquisition
was completed on 15 January 2019 and Noble Realm Limited and
its subsidiaries become subsidiaries of the Company since then.
Further details of the acquisition are set out in the Company’s
announcements dated 31 December 2018 and 15 January 2019.
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On 18 January 2019, Guohua lJiaye (Beijing) Enterprise
Management Company Limited* (BIZEEZE (I F)¥XEES
FR/A7]), a wholly-owned subsidiary of the Company, entered
into share transfer agreements with independent third parties
to acquire 100% equity interest in Shanghai Xuanmei Property
Agency Company Limited* (EBHEXFMELLBR A A)
(“Shanghai Xuanmei”) and Shanghai Tuxuan Construction Design
Company Limited* ( /B ZEZERT B R A ) (“Shanghai
Tuxuan”) at a consideration of RMB6.0 million (approximately
HK$6.8 million) and approximately RMB6.3 million (approximately
HK$7.1 million) respectively. Shanghai Xuanmei is principally
engaged in provision of residential and commercial property
brokerage services in the PRC while Shanghai Tuxuan is principally
engaged in provision of building architecture and interior design
services in the PRC. The acquisition of Shanghai Xuanmei and
Shanghai Tuxuan were completed on 3 June 2019 and 6 June 2019
respectively.

On 21 June 2019, China Best Financial Holdings Limited, a wholly
owned subsidiary of the Company, completed the acquisition of
25% of the issued share capital of Treasure Cart Holdings Limited
from an independent third party at a consideration of HK$45.0
million. The major subsidiaries of Treasure Cart Holdings Limited
are principally engaged in investment fund management and
provision of financial information, solutions and data analytical
service in the PRC. After the acquisition, Treasure Cart Holdings
Limited and its subsidiaries become associates of the Company.

On 18 December 2019, Esteem Sun, a wholly owned subsidiary
of the Company, entered into share transfer agreement with
independent third parties to acquire the entire issued share
capital of Total Fame Holdings Limited at a consideration of
HK$70.0 million. Total Fame Holdings Limited and its subsidiaries
are principally engaged in the business of projects construction
contracting in the PRC. As at the date of this report, the acquisition
is yet to complete. Further details of the acquisition are set out
in the Company’s announcements dated 18 December 2019, 23
January 2020, 24 February 2020, 2 March 2020 and 27 March
2020.

Save as disclosed above, there was no other material acquisition or
disposal (including the acquisition or disposal of subsidiaries and
associated companies) for the year ended 31 December 2019.
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FUND RAISING ACTIVITIES AND USE OF
PROCEEDS

The Company did not conduct any other fund raising activities during
the year ended 31 December 2019.

EXPOSURE TO FLUCTUATIONS IN EXCHANGE
RATES

The Group’s monetary assets and transactions are principally
denominated in Hong Kong dollars, Renminbi and US dollars. During
the year ended 31 December 2019, there was no significant fluctuation
in the exchange rates of Hong Kong dollars and US dollars whereas
Renminbi had a downward adjustment, resulting in an exchange loss
of approximately HK$10.5 million recognised as other comprehensive
expense of the Group. The Group will take a prudent approach against
any impact arising from the fluctuation in exchange rates but currently
is not engaged in any derivative activities and not committed to any
financial instruments to hedge its balance sheet exposure.

EMPLOYEE AND HUMAN RESOURCES POLICY

As at 31 December 2019, the Group had 139 staff (2018: 67 staff).
The total staff cost incurred for the year ended 31 December 2019 was
approximately HK$51.6 million (2018: approximately HK$35.6 million).
The remuneration of employees was determined with reference to
the qualification and experience of individual staff member, market
circumstances and the Group's performance. In accordance with the
Rules Governing the Listing of Securities on the Stock Exchange (the
“Listing Rules”), the staff of the Company’s accounting and financial
reporting function have adequate training programmes and budget.

Pursuant to a share option scheme adopted on 22 May 2012 (the
“2012 Share Option Scheme”), the Board may grant options to directors
(including non-executive directors and independent non-executive
directors), employees of the Company and any of its subsidiaries or
associated companies, to subscribe for shares of the Company. During
the year ended 31 December 2019, no options were granted under the
2012 Share Option Scheme.

FINAL DIVIDEND

The Board has resolved not to recommend any final dividend for the
year ended 31 December 2019 (2018: Nil).
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CLOSURE OF REGISTER OF MEMBERS

The register of members of the Company will be closed from Monday,
1 June 2020 to Friday, 5 June 2020 (both days inclusive), during
which no transfer of shares will be registered. In order to qualify to be
shareholders of the Company to attend and vote at the annual general
meeting to be held on Friday, 5 June 2020, all transfer documents
accompanied by the relevant share certificates must be lodged with the
Company’s branch share registrar and transfer office in Hong Kong,
Tricor Tengis Limited at Level 54, Hopewell Centre, 183 Queen’s Road
East, Hong Kong, no later than 4:30 p.m. on Friday, 29 May 2020.

AUDIT COMMITTEE

The Board has established the audit committee of the Company (the
“Audit Committee”) in accordance with the Listing Rules. The Audit
Committee currently comprises Mr. Ru Xiangan, Mr. Liu Haiping and
Mr. Liu Tonghui, the three independent non-executive directors of the
Company. A summary of duties and works of the Audit Committee is set
out in the “Corporate Governance Report” of this annual report.

The Audit Committee has reviewed the accounting principles and
practices adopted by the Group and discussed auditing, internal control
and financial reporting matters. The Audit Committee has reviewed the
financial statements of the Group for the year ended 31 December 2019
in conjunction with the Company's external auditor, ZHONGHUI ANDA
CPA Limited.

CORPORATE GOVERNANCE CODE OF THE
LISTING RULES

During the year ended 31 December 2019, the Company has fully
complied with the code provisions of the Corporate Governance
Code (the “CG Code"”) as set out in Appendix 14 of the Listing Rules,
with deviation from code provisions A.6.7 and C.2.5. Details of the
Company’s corporate governance are set out in the section headed
“Corporate Governance Report” of this annual report.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for maintaining the
Group's risk management and internal control systems to safeguard
shareholders’ investment and for reviewing the effectiveness of such on
an annual basis under code provision C.2.1 of the CG Code.
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CORPORATE GOVERNANCE PRACTICES

The Group strives to attain and maintain high standards of corporate
governance to enhance shareholders’ value and safeguard shareholders’
interests. The Group’s corporate governance principles emphasize
a quality Board, effective internal control and accountability to
shareholders.

The Board believes that good corporate governance practices are
increasingly important for maintaining and promoting shareholder value
and investor confidence.

The CG Code contained in Appendix 14 of the Listing Rules sets out the
principles of good corporate governance and two levels of corporate
governance practices:

(@) code provisions which listed issuers are expected to comply with or
to give considered reasons for any deviation; and

(b) recommended best practices for guidance only, which listed issuers
are encouraged to comply with or give considered reasons for
deviation.

The Company's corporate governance practices are based on the
principles, code provisions and certain recommended best practices as
set out in the CG Code.

Throughout the year ended 31 December 2019, the Company has
complied with the code provisions set out in the CG Code, save for the
deviations from code provisions A.6.7 and C.2.5 which are explained in
the relevant paragraphs in this report.

The Company will continue to enhance its corporate governance
practices appropriate to the conduct and growth of its business and to
review its corporate governance practices from time to time to ensure
they comply with the CG Code and align with the latest developments
of the Group.

BOARD OF DIRECTORS
Responsibilities

The overall management of the Company’s business is vested in the
Board, which assumes the responsibility for leadership and control of
the Company and is collectively responsible for promoting the success of
the Company by directing and supervising its affairs. All directors should
take decisions objectively in the best interests of the Company.
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The Board sets policy direction and approves strategies/operational plans
to ensure effective functioning and growth of the Company, in the
interests of all shareholders.

Every director shall ensure that he/she carries out his/her duty in
good faith and in compliance with the standards of applicable laws
and regulations, and acts in the interests of the Company and its
shareholders at all times.

DELEGATION OF MANAGEMENT FUNCTIONS

The Board undertakes responsibility for decision making in major
matters of the Company, including: the approval and monitoring of
all policy matters, overall strategies and budgets, internal control and
risk management systems, material transactions (in particular those
may involve conflict of interests), financial information, appointment of
directors and other significant financial and operational matters.

All directors have full and timely access to all relevant information as
well as the advice and services of the Company Secretary, with a view to
ensuring that Board’s procedures and all applicable rules and regulations
are followed.

Each director is normally able to seek independent professional advice
in appropriate circumstances at the Company’s expense, upon making
request to the Board.

The day-to-day management, administration and operation of the
Company are delegated to the executive directors and the senior
management. The delegated functions and work tasks are periodically
reviewed. Approval has to be obtained from the Board prior to any
significant transactions entered into by the abovementioned officers.

The Board has the full support of the executive directors and the senior
management to discharge its responsibility.

BOARD COMPOSITION

The composition of the Board ensures a balance of skills and experience
appropriate to the requirements of the business of the Company and to
the exercising of independent judgment.

As at the date of this report, the Board currently comprises five
executive directors and three independent non-executive directors. Save
as disclosed in the section of “Biographical Details of Directors” of this
annual report, members of the Board do not have any relationship with
any other director.
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The list of all directors and their biographies are set out under the
section of “Corporate Information” and “Biographical Details of
Directors” on page 2 and page 39 respectively and in all corporate
communications issued by the Company pursuant to the Listing
Rules from time to time. The independent non-executive directors are
expressly identified in all corporate communications pursuant to the
Listing Rules.

During the year, the Board at all times met the requirements of the
Listing Rules relating to the appointment of at least three independent
non-executive directors with at least one independent non-executive
director possessing appropriate professional qualifications, or accounting
or related financial management expertise.

The Company has received written annual confirmation from each
independent non-executive director for his independence pursuant to
the guidelines for assessing independence set out in Rule 3.13 and
other requirements of the Listing Rules. The Company considers all
independent non-executive directors to be independent in accordance
with the independence guidelines set out in the Listing Rules.

All directors, including independent non-executive directors, have
brought a wide spectrum of valuable business experience and skills,
knowledge and professionalism to the Board for its efficient and
effective functions. Independent non-executive directors are invited to
serve on the Audit, Nomination and Remuneration Committees of the
Company.

APPOINTMENT, RE-ELECTION AND REMOVAL
OF DIRECTORS

The procedures and process of appointment, re-election and removal
of directors are set out in the Company’s Bye-laws. The Nomination
Committee is responsible for reviewing the Board composition,
developing and formulating the relevant procedures for nomination and
appointment of directors, monitoring the appointment and succession
planning of directors and assessing the independence of independent
non-executive directors. Details of the Nomination Committee and its
works performed during the year are set out in the “Board Committees”
section below.

In accordance with the Company’s Bye-laws, all directors of the
Company are subject to retirement by rotation at least once every three
years and any new director appointed to fill a causal vacancy or as an
addition to the Board shall submit himself for re-election by shareholders
at the first general meeting after appointment.
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In accordance with Bye-law 87(1) of the Company’s Bye-laws, Mr. Liu
Wei, Mr. Liu Haiping and Mr. Liu Tonghui shall retire at the forthcoming
annual general meeting and eligible, will offer themselves for re-election
at the annual general meeting.

The Board recommended the re-appointment of the directors standing
for re-election at the forthcoming annual general meeting.

TRAINING FOR DIRECTORS

Pursuant to requirement in code provision A.6.1, each newly appointed
director should receive a comprehensive, formal and tailored induction
on appointment. Subsequently he or she should receive any briefing
and professional development necessary to ensure that he or she has a
proper understanding of the business and operations of the Company
and that he or she is fully aware of his or her responsibilities and
obligations under statute and common law, the Listing Rules, legal
and other regulatory requirements and the Company’s business and
governance policies.

The Board recognises the importance of directors’ training and all
directors should participate in continuous professional development
to develop and refresh their knowledge and skills. During the year
ended 31 December 2019, all directors have participated in continuous
professional development by attending training courses and/or reading
reference materials on the topics related to corporate governance and
regulations:

TREBRE

REBEARE ZABARIE7()E 2R L
£ BB RAE R BN E K A AN EIEBR
BFERE LRE HEFEERALBRRRE
FREGLREEREE-

EXZREANEERREFASELENZ
EREEEZES-

EE &

BIBTFRIBRXEANMGZHRE SHEL
EEVAERXZERES2E EXAMIF
ZHERAM HR B ERSETAMATEN &
EXBR UERESHARARBEIEE

BEER BEFATERBERNER
B EWRA ERREMEEREALAK
RAZEBREABRRTEFZBEREA
£

EZRRBINESHIZERN BT
ENALERBEREXRR UERNEHH
EFMHBERE-RBE-FT-NFT A
=t HLEFE FEESHAER2NA
MEEEAREE 2HEIRER,LHE
2EMHMRSEGEZEREREI:

Attending expert
briefings/seminars/

conferences
relevant to the
Reading regulatory business or
updates director’s duties
HEEHEER
EZRHEN
MEEEREZ ExEge
BHER wHE &3

Executive Directors HITES
Ms. Wang Yingqian (Chairman) FTHRTRE(FE) v v
Mr. Qin Jie (Chief Executive Officer) BN (TTHAEE) Not Applicable Not Applicable
(appointed on 22 January 2020) (RZF=ZFF—H=1=HEZHF) i A 38 A
Mr. Liu Wei BlEL s v v
Mr. Chen Wei BRIZ LA v v
Mr. Fan Jie BMigEfE v v
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Attending expert
briefings/seminars/

conferences
relevant to the
Reading regulatory business or
updates director’s duties
HEBBEKS
EEZREN
MEEEREZ ExRERE
BHER WiE &&
Independent Non-Executive Directors BIFHITES
Mr. Ru Xiangan MEREE 4 v
Mr. Liu Haiping ZgRAE v v
Mr. Liu Tonghui BB E 4 v
MEETINGS 23
Number of Meetings and Directors’ Attendance SRYEHEEETHELZR

During the year ended 31 December 2019, regular Board meetings
were held for reviewing and approving the financial and operating
performance, and considering and approving the overall strategies
and policies of the Company. Most important resolutions agreed in
Board meetings were made by all directors including executive and
independent non-executive directors.
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The attendance records of each director at the meetings of the HR KESFARIEAEG EFRH Bt ZE
shareholders, the Board, the Audit Committee, the Remuneration EB€ HFMEZES REEZZESERHATEE
Committee, the Nomination Committee and the Executive Committee & (FE%EaBeemL) ez MALE
(for corporate governance functions) during the year are set out below: eI

Meetings Attended/Eligible to Attend

BlE/RERLEZER
Audit Remuneration  Nomination Executive
Shareholders Board Committee Committee Committee Committee
Name of Directors ESpz T 2R BiZEe HMZEE REZEE  HZEE
(Note)
(Hat)
Executive Directors HTES
Ms. Wang Yinggian (Chairman) TETRT(ZE) 7 5/6  Not Applicable  Not Applicable 11 Not Applicable
TER TEm TEm
Mr. Qin Jie (Chief Executive Officer) ?*ﬁi(”ﬂ/@ﬁ) Not Applicable  Not Applicable  Not Applicable ~ Not Applicable  Not Applicable  Not Applicable
(appointed on 22 January 2020) (R-ZF-FF TEA TER TER TER TR TEA
—A=+=REZH)
Mr. Liu Wei b 0/1 56  Not Applicable  Not Applicable  Not Applicable 0/1
TER TEm TER
Mr. Chen Wei RELE 01 6/6 Not Applicable  Not Applicable  Not Applicable 17
TER TEm TER
Mr. Fan Jie BEEE 17 6/6  Not Applicable  Not Applicable  Not Applicable 171
TER TEm TER
Independent Non-Executive BUkyrEs
Directors
Mr. Ru Xiangan MEREE 01 6/6 2 1n 11 Not Applicable
TEm
Mr. Liu Haiping ABREL 0/1 206 012 01 0/1 Not Applicable
TEm
Mr. Liu Tonghui AVEEE 17 6/6 22 1n 111" Not Applicable
TEm
Note: Among meetings of the Executive Committee, one meeting was held for the MHat: RRTTEEG @3 B X2 IRETD
purpose of performing the corporate governance duties and the attendances of EERBEMBIT JOTZEENELBRAE
the members of the Executive Committee at this meeting is disclosed under the BZBENCRBECESTRIEE
CG Code
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Under code provision A.6.7 of the CG Code, the independent non-
executive directors and other non-executive directors should attend
general meetings and develop a balanced understanding of the views of
shareholders. Due to various work commitments, two executive directors
namely, Mr. Chen Wei and Mr. Liu Wei and two independent non-
executive directors namely, Mr. Liu Haiping and Mr. Ru Xiangan were
unable to attend the Company’s annual general meeting held on 3 June
2019.

Practices and Conduct of Meetings

Annual meeting schedules and draft agenda of each meeting are
normally made available to directors in advance.

Notices of regular Board meetings are served to all directors at least 14
days before the meetings. For other Board and committee meetings,
reasonable notice is generally given.

Board papers together with all appropriate, complete and reliable
information are sent to all directors at least 3 days before each Board
meeting or committee meeting to keep the directors appraised of the
latest developments and financial position of the Company and to
enable them to make informed decisions. The Board and each director
also have separate and independent access to the senior management
whenever necessary.

The Chairman and the Company Secretary attend almost all regular
Board meetings and when necessary, other Board and committee
meetings to advise on business developments, financial and accounting
matters, statutory compliance, corporate governance and other major
aspects of the Company.

The Company Secretary is responsible for keeping minutes of all
Board meetings and committee meetings. Draft minutes are normally
circulated to directors for comment within a reasonable period of
time after each meeting and the final version is open for directors’
inspection.

According to the current Board practice, any material transaction which
involves a material conflict of interests for a substantial shareholder
or a director will be considered and dealt with by the Board at a duly
convened Board meeting and independent non-executive directors who,
and whose associates, have no material interest in the transaction are
present at the Board meeting.
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The Company’s Bye-laws also contain provisions requiring directors to
abstain from voting (nor be counted in the quorum) at meetings for
approving transactions in which such directors or any of their associates
have a material interest.

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

Under the code provision A.2.1 of the CG Code, the roles of chairman
and chief executive should be separate and should not be performed
by the same individual. The division of responsibilities between the
chairman and chief executive should be clearly established and set out in
writing.

The role of the chairman was performed by Ms. Wang Yinggian, who
provided leadership for the Board and was responsible for chairing
meetings, managing the operations of the Board and ensuring that all
major and appropriate issues were discussed by the Board in a timely
and constructive manner. She was also responsible for the strategic
management of the Group and for formulating the Group’s overall
corporate direction and focus.

The role of chief executive officer was performed by Mr. Liu Wei up
to 21 January 2020, who was responsible for the overall management
and operations of the Group. He was also responsible for running
the businesses of the Group and implementing the Group’s strategic
plans and business goals. Since 22 January 2020, Mr. Qin Jie has been
appointed as the chief executive officer of the Company.

BOARD COMMITTEES

Currently, the Company has four committees, namely, the Audit
Committee, the Nomination Committee, the Remuneration Committee
and the Executive Committee, for overseeing particular aspects of
the Company's affairs. All Board committees of the Company are
established with defined written terms of reference. Save for the
Executive Committee, the terms of reference of the other Board
committees are made available to shareholders on the websites of the
Stock Exchange (http://www.hkexnews.hk) and the Company
(http://www.cbgroup.com.hk) respectively.

The Board committees are provided with sufficient resources to
discharge their duties and, upon reasonable request, are able to seek
independent professional advice in appropriate circumstances, at the
Company'’s expenses.
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AUDIT COMMITTEE

The Audit Committee comprises all three independent non-executive
directors, namely Mr. Ru Xiangan, Mr. Liu Haiping and Mr. Liu Tonghui.
The Chairman of the Audit Committee is Mr. Ru Xiangan.

Among the committee members, one of them possesses the
appropriate professional qualifications or accounting or related financial
management expertise. None of the members of the Audit Committee is
a former partner of the Company’s existing external auditors.

The main duties of the Audit Committee include the following:

e  To review the financial statements and reports and consider any
significant or unusual items raised by the staff of the Company’s
accounting and financial reporting function, internal auditor (if
any) or external auditors before submission to the Board;

e  To review the relationship with the external auditors by reference
to the work performed by the auditors, their fees and terms
of engagement, their independence and objectivity, and make
recommendation to the Board on the appointment, reappointment
and removal of external auditors; and

e To review the adequacy and effectiveness of the Company’s
financial reporting system, internal control system and risk
management system and associated procedures.

The Audit Committee held two meetings during the year to review the
half-yearly and annual financial results and reports, financial reporting
and compliance procedures, report on the Company’s internal control
and risk management review and processes and the re-appointment of
the external auditors.

The attendance records of the Audit Committee are set out under the
section “Meetings” in this report.

The Company’s annual results for the year ended 31 December 2019
have been reviewed by the Audit Committee.
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NOMINATION COMMITTEE

The Nomination Committee comprises one executive director, namely
Ms. Wang Yinggian and all three independent non-executive directors,
namely Mr. Ru Xiangan, Mr. Liu Haiping and Mr. Liu Tonghui. The
Chairman of the Nomination Committee is Ms. Wang Yinggian.

The main duties of the Nomination Committee include the following:

. To review the structure, size, composition and diversity (including
the skills, knowledge and experience) of the Board and make
recommendations regarding any proposed changes;

e  To develop and formulate relevant procedures for nomination and
appointment of directors and senior management;

e To identify suitable candidates for appointment as directors and
senior management;

e To make recommendations to the Board on appointment or
reappointment of and succession planning for directors and senior
management; and

e To assess the independence of the independent non-executive
directors.

The Company has adopted a board diversity policy setting out the
approach to achieve diversity of the Board. The Nomination Committee
carries out the process of selecting and recommending candidates
for directorships and senior management by making reference to the
skills, experience, professional knowledge, personal integrity and time
commitments of such individuals, the Company’s needs and other
relevant statutory requirements and regulations. An external recruitment
agency may be engaged to carry out the recruitment and selection
process when necessary.

The Nomination Committee held one meeting during the year to review
the structure, size, composition and diversity of the Board and made
recommendations to the Board in accordance with the Nomination
Committee’s written terms of reference. The Nomination Committee
considers that board appointments are based on merit and candidates
are considered against objective criteria, having due regard for the
benefits of diversity on the Board, including but not limited to gender,
age, cultural and educational background, ethnicity, professional
experience, skills, knowledge and length of service.
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The ultimate decision will be based on merit and contribution that the
selected candidates will bring to the Board. The Nomination Committee
shall discuss and where necessary, agree on the measurable objectives
for achieving diversity on the Board and make recommendation to
the Board. The Board may adopt and/or amend from time to time (as
applicable) such diversity perspectives and/or measurable objectives
that are appropriate to the Company’s business and Board succession
planning, as applicable.

The Company has also adopted a director nomination policy setting out
the procedures and criteria to be used by the Company in relation to
the selection, appointment and re-appointment of Directors to ensure
that the Board maintains an appropriate mix and balance of skills,
knowledge, experience and diversity of perspectives to the requirements
of the Company’s business.

The Nomination Committee shall make reference to the director
nomination policy and the board diversity policy to nominate suitably
qualified candidates to the Board for it to consider and make
recommendations to shareholders for election as Directors at general
meetings or appoint as Directors to fill casual vacancies or as an addition
to the Board.

REMUNERATION COMMITTEE

The Remuneration Committee comprises all three independent non-
executive directors, namely Mr. Ru Xiangan, Mr. Liu Haiping and Mr.
Liu Tonghui. The Chairman of the Remuneration Committee is Mr. Ru
Xiangan.

The Company has adopted the model set out in code provision
B.1.2(c) of the CG Code as its Remuneration Committee model. The
primary objectives of the Remuneration Committee include making
recommendations on and approving the remuneration policy and
structure and remuneration packages of the executive directors
and the senior management. The Remuneration Committee is also
responsible for establishing transparent procedures for developing
such remuneration policy and structure to ensure that no director or
any of his associates will participate in deciding his own remuneration,
which remuneration will be determined by reference to the individual
performance and the operating results of the Company as well as the
market conditions and practice.
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The Remuneration Committee normally meets for reviewing the
remuneration policy and structure and determination or making
recommendation of the annual remuneration packages of the executive
directors and the senior management and other related matters
when needs arise. The Human Resources Division is responsible for
collection and administration of the human resources data and making
recommendations to the Remuneration Committee for consideration.
The Remuneration Committee shall consult the Chairman and/or the
Board about these recommendations on remuneration policy and
structure and remuneration packages.

The Remuneration Committee held one meeting during the year to
review the remuneration packages of the directors and the senior
management and made recommendation to the Board in accordance
with the Remuneration Committee’s written terms of reference.

EXECUTIVE COMMITTEE

The Executive Committee comprises four executive directors of the
Company, namely, Mr. Liu Wei, Mr. Chen Wei, Mr. Fan Jie and Mr. Qin
Jie. The Chairman of the Executive Committee is Mr. Liu Wei.

The Executive Committee has been conferred upon with the general
powers of the Board (except those matters specifically reserved for
the Board) to manage and oversee the operations of the Group and
has been assigned with the responsibilities to perform the corporate
governance duties including but not limited to:

o to develop and review the Company's policies and practices on
corporate governance and make recommendations to the Board;

e  to review and monitor the training and continuous professional
development of the directors and senior management of the
Company;

o to review and monitor the Company's policies and practices on
compliance with legal and regulatory requirements;

. to develop, review and monitor the code of conduct and
compliance manual (if any) applicable to the directors and
employees;

o to review the Company’'s compliance with the CG Code and
disclosure in the Corporate Governance Report; and

e to conform to any requirement, direction, regulation that may
from time to time be prescribed by the Board or contained in the

constitution of the Company or imposed by legislation.

During the year, the policies of the corporate governance of the
Company were reviewed by the Executive Committee.
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REMUNERATION OF DIRECTORS AND SENIOR
MANAGEMENT

Particulars of the directors’ remuneration for the years ended 31
December 2019 and 2018 as required to be disclosed pursuant to
Appendix 16 to the Listing Rules are set out in note 14(a) to the
consolidated financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration of
the members of the senior management (other than Directors) by band
for the year ended 31 December 2019 is as follows:

EERSREERE N HMN

BT -NER - NF+_A=1+—
HIEFEMNESFHMFS  BRE LA
Mg+ S1ELRHEE - BB RSN ERS T
WMEMFE14@) ©

RIBEEEIESTRIZ TR HEB. 1506 &
E_E-NF+A=+—HLEFERR
BEEEXE (EFRIN) ZFHMAERDT :

Number of
individuals
Remuneration band 3 B 48 B A"
HK$1,500,000 to HK$2,000,000 1,500,000/ JT £2,000,000/% 7T 1

MODEL CODE FOR SECURITIES TRANSACTIONS

The Company has adopted the Model Code for Securities Transactions
by Directors of Listed Issuers (“Model Code"”) as set out in Appendix 10
to the Listing Rules. Specific enquiry has been made on all directors and
the directors have confirmed that they have complied with the Model
Code throughout the year ended 31 December 2019.

DIRECTORS’ RESPONSIBILITIES IN RESPECT OF
THE FINANCIAL STATEMENTS

The directors acknowledge their responsibility for preparing the financial
statements of the Company for the year ended 31 December 2019.

The directors are responsible for overseeing the preparation of financial
statements of the Company with a view to ensuring that such financial
statements give a true and fair view and that relevant statutory
requirements and applicable accounting standards are complied with.

The management of the Company provides such explanation and
information to the Board so as to enable the Board to make an informed
assessment of the financial information and position of the Company
which were put to the Board for approval.
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EXTERNAL AUDITORS

The statement of the external auditors of the Company about their
reporting responsibilities on the consolidated financial statements is set
out in the “Independent Auditor’s Report” on page 54.

An analysis of the remuneration of the Company’s auditors, ZHONGHUI
ANDA CPA Limited, and its affiliate, for the year ended 31 December
2019 is set out as follows:
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BN R BN A2 A B B AR B B S
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Fee paid/
payable

for services
rendered
@

Fr 42 it R 7%
B EAH
EH

HK$'000
FHET

ZBURS
oh 82 B AR 7%
H R BR T

Audit services
Interim review services
Other ad-hoc assignments

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges that it has overall responsibility for evaluating
and determining the nature and extent of the risks it is willing to take in
achieving the Group's strategic objectives, and maintaining appropriate
and effective risk management and internal control systems. The Board
oversees management in the design, implementation and monitoring
of the risk management and internal control systems. The systems and
internal controls can only provide reasonable and not absolute assurance
against material misstatement or loss, as they are designed to manage,
rather than eliminate the risk of failure to achieve business objectives.

The Group has established an on-going process for identifying,
evaluating and managing the significant risks of the Group. Business
units are responsible for identifying, assessing and monitoring risks
associated with their respective units. The results of evaluation will
be reported to management through regular internal meetings. Each
year, management prepares the risk assessment report listing the risks
identified and management’s assessment on the impact to the Group.
The Board discusses findings in the risk assessment report and evaluates
the effectiveness of the risk management and internal control system in
Board meeting. The Board also reviews and monitors the effectiveness of
the internal control and risk management systems on a regular basis to
ensure that the systems in place are adequate.
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The key elements of the Group's risk management and internal control
systems include the following:

e the organisational structure is clearly defined with distinct lines of
authority and control responsibilities;

o a comprehensive financial accounting system has been established
to provide for performance measurement indicators and to ensure
compliance with relevant rules;

e the senior management shall prepare annual plans on financial
reporting, operations and compliance aspects by reference to
potential significant risks;

o unauthorised expenditures and release of confidential information
are strictly prohibited;

o specific approval by executive director prior to commitment is
required for all material matters; and

e the management shall review and evaluate the control process and
monitor any risk factors on a regular basis and report to the Audit
Committee on any findings and measures to address the variances
and identified risks.

The Group handles and disseminates inside information with due care.
Staff is required to comply with the confidentiality terms inside the
staff manual. Only personnel at appropriate level can get reach of price
sensitive and inside information. The Company regularly reminds the
directors and employees about compliance with all policies adopted by
the Company regarding inside information including the Model Code
set out in Appendix 10 of the Listing Rules in relation to dealings in
securities of the Company.

Appropriate policies and controls have been designed and established
to ensure that assets are safeguarded against improper use or disposal,
relevant rules and regulations are adhered to and complied with, reliable
financial and accounting records are maintained in accordance with
relevant accounting standards and regulatory reporting requirements.

Under the code provision C.2.5 of the CG Code, the Group should have
an internal audit function. However, due to the size of the Group and
for cost effectiveness consideration, the Group currently does not have
an internal audit function. Instead, the Audit Committee is responsible
for a review on the internal control system annually. The review covers
major financial, operational controls in rotation basis and also the risk
management functions. No significant deficiency was identified under
current year’s review and the systems were operating effectively and
adequately. The Group continues to review the need for an internal
audit function annually.
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DIVIDEND POLICY

The dividend policy of the Company (the “Dividend Policy”) is in place
setting out the principles and guidelines that the Company intends to
apply in relation to the declaration, payment or distribution of its net
profits as dividends to the shareholders of the Company.

The Board shall take into account of, including but not limited to, the
following factors when considering the declaration and payment of
dividends:

o the Company’s actual and expected financial performance;
. retained earnings and distributable reserves of the Group;

o the level of the Group’s debts to equity ratio, return on equity and
the relevant financial covenants;

e any restrictions on payment of dividends that may be imposed by
the Group's contracting parties;

o the Group's expected working capital requirements and future
expansion plans;

e general economic conditions, business cycle of the Group's
business and other internal or external factors that may have an
impact on the business or financial performance and position of
the Company; and

o any other factors that the Board may deem appropriate.

The Dividend Policy shall be reviewed when necessary, and can be
revised by the Board from time to time.

COMPANY SECRETARY

The position of the Company Secretary is held by Mr. Ho Yu. He is
an associate member of The Hong Kong Institute of Certified Public
Accountants and a fellow member of the Association of Chartered
Certified Accountants. The Company Secretary reports to the Chairman
of the Board from time to time. All directors have access to the advice
and services of the Company Secretary to ensure that board procedures,
and all applicable laws, rules and regulations are followed. During the
year, Mr. Ho undertook not less than 15 hours of professional training to
update his skills and knowledge.
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COMMUNICATIONS WITH SHAREHOLDERS AND
INVESTORS

The Company believes that effective communication with shareholders
is essential for enhancing investor relations and investors’ understanding
of the Group’s business performance and strategies. The Group also
recognises the importance of transparency and timely disclosure of
corporate information which enables shareholders and investors to make
a properly informed investment decision.

The Company continues to enhance communications and relationships
with its investors. Enquiries from investors are dealt with in an
informative and timely manner. Investors may write directly to the
Company at its principal place of business in Hong Kong for any
inquiries.

To promote effective communication, the Company maintains a website
at www.cbgroup.com.hk, where extensive information and updates
on the Company’s business developments and operations, financial
information, corporate governance practices and other information are
available for public access.

The Board confirmed that, during the year, there were no significant
changes made to the Company’s Bye-laws affecting its operations and
reporting practices.

SHAREHOLDER RIGHTS

Under the Company’s Bye-laws, the Board, on the requisition of
shareholders of the Company holding not less than 10% of the paid-
up capital of the Company by sending a written notice to the Board or
the Company Secretary at the Company's principal place of business in
Hong Kong, shall convene a special general meeting to address specific
issues of the Company within 21 days from the date of deposit of
written notice. The same requirement and procedure also applies to any
proposal to be tabled at shareholders’ meetings for adoption.

Specific enquiries by shareholders requiring the Board's attention can be
sent in writing to the Board or the Company Secretary at the Company’s
principal place of business in Hong Kong.

In addition, the Company maintains contact with its shareholders
through annual general meetings or other general meetings, and
encourages shareholders to attend those meetings.

Notice of general meeting is sent by mail to the registered shareholders
of the Company. Agenda and resolutions are set out in the notice of
general meeting. A proxy form for use at a general meeting is enclosed
with the notice. Shareholders who do not intend or are unable to be
present at the meeting should fill out the form and return the same to
the share registrar and transfer office of the Company, so as to appoint
a representative, another shareholder or the chairman of the meeting as
their proxy.
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Environmental, Social and Governance Report

The Group is pleased to present its Environment, Social and Governance
Report (the “ESG Report”) for the year ended 31 December 2019 to
demonstrate its commitment to sustainable development in aspects of
environment, social and governance (the "ESG"”). This ESG report is
prepared in accordance with the Environmental, Social and Governance
Reporting Guide (the "ESG Reporting Guide”) set out in Appendix 27
of the Listing Rules, which covers two subject areas, Environmental and
Social. Please also refer to the Corporate Governance Report in this
Annual Report for details of corporate governance of the Group.

The Group has complied with the “Comply or Explain” provisions set
out in the ESG Reporting Guide for the year ended 31 December 2019.

The Group is engaged in (i) trading of electronic devices and other
commodities, (i) the finance leasing business, (iii) the money lending
business, (iv) the securities and futures brokerage business, (v)
international air and sea freight forwarding and the provision of logistics
services, (vi) trading of securities, (vii) property investment, (viii) property
brokerage services, and (ix) building architecture and interior design
services. This ESG report covers the Company and its major subsidiaries
engaging in principal business activities.

ENVIRONMENTAL
Use of Resources

Although the Group’s principal businesses have no significant impact
on the environment, the Group recognises importance of environmental
sustainability and endeavours to minimize the impact of business
on environment through adopting numerous energy-saving and
conservation initiatives. The Group's policy is to ensure compliance
with applicable environmental laws and regulations and minimise its
environmental footprint through efficient use of resources and adoption
of pro-environmental management. The Group's operation is mainly
office-based and its eco-friendly measures at the office are as follows:

o staff is reminded to switch off lights and air-conditioning in the
meeting rooms and computers at workstations when not in use;

e whenever possible, documents are handled electronically other
than physical papers;

. staff is reminded to save water;
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o staff is encouraged to reuse paper printed on one side and duplex
printing and copying. Data on printing and copying is regularly
reviewed to assess efficiency of paper usage;

o office supplies are recycled whenever possible; and

e conference calls instead of face-to-face meetings are arranged
where possible.

Emissions, Environmental and Natural Resources

As the Group’s principal businesses do not involve any direct production
procedure, there is no direct emission of exhaust gas and greenhouse
gas, discharge of wastewater and discharges into land, production of
hazardous and non hazardous waste, etc. The main contributor to the
Group’s carbon footprint is the indirect greenhouse gas (GHG) emissions
from electricity consumption, which is mainly attributed to the use of
lighting system, air-conditioning and office equipment.

Taking into account the nature of the Group's businesses, the Board
believes that its business operations have minimal direct impact on
the environment and natural resources. The Group is not aware of any
material non-compliance with the relevant laws and regulations that
have a significant impact on the Group relating to air and greenhouse
gas emissions, discharges into water and land, and generation of
hazardous and non-hazardous waste during the reporting period.

The Group will continue to put more effort on resources saving and
strive for better protection of our environment.

Major resources consumption data for the year ended 31 December
2019 are as follow:

Total electricity consumption (kWh) 163,012

Total water consumption (cubic meter) 223
Total paper consumption (piece) 114,027
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SOCIAL
Employment

The Group believes that employees are its greatest asset which is crucial
to its continuous development. The Group establishes and operates
prudent human resources policies and practices strictly in compliance
with law and regulations in respective jurisdictions where the group
entities are carrying on business. The Group updates and improves these
policies and practices regularly by taking into consideration the health
and well-being of its employees. All employees are kept abreast of any
updated policies and practices through internal memoranda.

The Group offers competitive pay and employee benefits to attract
talented staff and use a performance-based remuneration system to
motivate and reward them in line with their contributions to growing its
business. An employee’s remuneration is determined with reference to
performance and market benchmarks. Salary levels are not differentiated
by gender. Salaries and benefits are in accordance with local minimum
wages or above. All employees are treated fairly and equally, and their
rights and interests are protected.

The Group provides and maintains various statutory benefits for its staff,
such as mandatory provident fund, medical and work injury insurance,
sick leave, funeral leave and maternity leave, etc. It regularly reviews
packages and career advancement opportunities, particularly for key
positions, to ensure continuing market competitiveness.

The Group establishes objective basis of key qualities and requirements
for candidates in its hiring processing and assess the suitability of the
candidate to avoid risks of discrimination or bias. Job openings are
also offered to all qualified employees with good work records, so as
to promote career advancement among employees as well. Consistent
criteria are applied to assess both internal and external candidates
regardless of age, sex, race, national origin or physical disabilities to
ensure fair judgment and avoid any risk of favoritism or discrimination.

All work are reasonably assigned and should be performed voluntarily
by employees, and fair and reasonable working hours are arranged to
respective staff in accordance with various job needs. All employees
may resign upon reasonable notice and should not be dismissed for
unreasonable grounds.
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The Group is not aware of any material non-compliance with any
relevant laws and regulations that have a significant impact on the
Group relating to compensation and dismissal, recruitment and
promotion, working hours, rest periods, equal opportunity, diversity,
anti-discrimination, and other benefits and welfare during the reporting
period.

Health and Safety

Promoting the concept of a good work-life balance is essential to the
Group's philosophy for improved employee well-being. The Group
encourages its employees to advise the Group of any health and safety
issues in their workplace so that the Group can look at eliminating or
reducing the risk and finally the Group and the employees will all work
together to reduce health and safety risks to a minimum.

The Group is not aware of any material non-compliance with any
relevant laws and regulations that have a significant impact on the
Group relating to the provision of a safe working environment and the
protection of employees from occupational hazards during the reporting
period.

Development and Training

The Group encourages employees to attend appropriate courses to
enhance their competence for performance improvement and career
development. They are encouraged to attend appropriate external
job-related courses or to acquire higher professional qualification to
enhance their competence and performance. All new employees are
briefed by the department heads to ensure the employees are aware and
familiarise themselves with the Group’s values and goals and to ensure
the employees understand their role in the Group.

Labour Standards

The Group from time to time reviews its employment practice and
the Group’s guidelines on staff recruitment to ensure that it is in full
compliance with the Employment Ordinance in Hong Kong, the Labour
Law in the PRC and other relevant labour laws and regulations in other
jurisdictions relating to, among other things, prevention of child labour
and forced labour.

The Group is not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact on the
Group relating to prevention of child and forced labour during the
reporting period.
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Supply Chain Management

While the Group has established good relationships with its suppliers,
the Group also offers equal opportunity to all potential business
partners. Selection criteria such as, quality and price of products,
supplier’s reputation, background and experience are key factors to
the Group’s procurement decisions. Furthermore, the Group expects its
suppliers to strictly comply with relevant laws and regulations.

Product Responsibility

The Group is responsible for its products and services and does not
engage in unfair business activities of any kind. Fraud, misleading
information, or any acts that destroy customer confidence or infringe
customer rights are strictly prohibited. The Group has also strictly
complied with relevant products and services related regulations.

In particular, while collecting, processing and using personal data
of the Group's customers in its financial service sector, appropriate
measures are taken to protect such data from unauthorised access and
abuse. Personal data is collected only for lawful and relevant purposes.
Employment contracts stipulate employees’ duty in safeguarding
confidential or sensitive information that they have had access to during
their employment.

All customers’ complaints will be considered, with corresponding follow-
up procedures being conducted in accordance with internal procedures
and guidelines. Relevant investigation will be taken and settlement
may be made if appropriate, and improvement will be made whenever
necessary. The Group believes that complaints are a valuable opportunity
for it to obtain feedback from the community and customers, so as to
identify the need for service and policy improvement.

The Group is not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact on the
Group relating to health and safety, advertising, labeling and privacy
matters relating to products and services provided and methods of
redress during the reporting period.
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Anti-corruption

The Group is committed to uphold high standards on anti-corruption.
Adequate guidelines are implemented to ensure that all employees
(including directors) adhere to high standards of business and
professional and ethical conduct. All employees are encouraged to raise
any related concerns to the senior management in a strictly confidential
manner. Any matters of genuine concern are to be thoroughly
investigated and actions will be taken accordingly.

To the best knowledge of the Company, the Group is compliant
with all relevant anti-money laundering laws. The risk of establishing
relationships with individuals or organisations engaged in money
laundering or terrorism activities are minimised by its ‘know your
customer’ and assessment processes. The Group has robust internal
control procedures in place to provide reasonable assurance against
fraud.

The Group holds licences or approval required for the provision
of money lending services, finance leasing services and regulated
activities under the Securities and Futures Ordinance (the “SFO"). The
management supports a culture of integrity, zero tolerance of bribery
and ensures that business is conducted in accordance with applicable
laws and regulations.

The Group is not aware of any material non-compliance with the
relevant laws and regulations that have a significant impact on the
Group relating to bribery, extortion, fraud and money laundering during
the reporting period.

Community Investment

The Group is fully aware of the importance of interacting with the wider
community in fulfilling corporate social responsibility.

The Group has been eager to take initiatives in making cash donations
to charitable organizations and supporting the local communities and
neighbors.

The Group would explore the possibility of finding suitable partners and
contributing to community and environmental protection programmes
which facilitate positive changes. The Group would also from time to
time encourage its staff to support community service activities.
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Executive Directors

Ms. Wang Yingqian (Chairman), aged 56, has been appointed
as non-executive director of the Company since June 2018 and
redesignated as executive director since October 2019. She holds a
bachelor degree of Economics from Renmin University of China (0
B ARAKE) and a qualification of intermediate economist issued by
Ministry of Personnel of the People’s Republic of China (FFZE AR
MEAEE) . Ms. Wang worked in Industrial and Commercial Bank
of China Beijing Municipal Branch (B T #R17db =R 5 17) from
1985 to 2006 and was the deputy general manager of its corporate
banking department from 2005 to 2006. She worked in Bank of
Communications Beijing Municipal Branch (@R 1Tdt = 5 17)
from 2006 to 2016 and served as its vice president from 2010 to 2013
and was a director of Bank of Communications Financial Leasing Co.,
Ltd. (REBL@MAEBREE A A]) from 2010 to 2012. For the period
from April 2017 to March 2019, Ms. Wang was an executive director of
Noble Century Investment Holdings Limited (currently known as Hong
Kong Chaoshang Group Limited), a company listed on the main board
of the Stock Exchange (Stock Code: 2322). She has also been appointed
as the supervisor of Fortunes United International Leasing Co., Ltd. (&
InBABEBMEREARR2AA), a company established in the People’s
Republic of China since March 2016 and an independent director of
ABC Life Insurance Co., Ltd, a subsidiary of Agricultural Bank of China
Limited (Stock Code: 1288) since March 2018. Ms. Wang has over
30 years of experience in the commercial banking industry and have
extensive experience in project management and financing.

Mr. Qin Jie (Chief Executive Officer), aged 52, has been appointed
as executive director with effect from 22 January 2020. He graduated
from Beijing University of Civil Engineering and Architecture* (4t
EEHEKE) (formerly known as Beijing Institute of Architecture and
Civil Engineering* (b 2 TR 2F7)) with a bachelor's degree in
engineering in 1990 and obtained the qualification of senior engineer
in December 2000. Mr. Qin has nearly 30 years of experience in the
real estate construction management industry. He served as the chief
engineer of COSCO Real Estate Development Co., Ltd.* (FRiEEH
EM#Z AR AR (stock code: 3377) (currently known as Sino-Ocean
Group Holding Limited CGRFSBEIERBER A F))), which has been
listed on the Stock Exchange since 2007, from 2002 to 2004. He was
the project general manager, general manager of the intercity company
and regional deputy general manager of the eastern China in Neo-
China Group (Holdings) Limited (stock code: 563) (currently known as
Shanghai Industrial Urban Development Group Limited ( /& 235k m
ZEEEABR AT ) ), which has been listed on the Stock Exchange since
1993, from 2004 to 2009. He was also the general manager of the
Beijing company and the Shijiazhuang company in Dalian Wanda Group
Co., Ltd.* (REBZEEBRMHAMRAF) from 2009 to 2011, and the
president of Newbeacon Group Limited* (AIE I EE B R A A ) from
2014 to 2017. Mr. Qin is also the general manager and/or director of
two subsidiaries of the Company established in the PRC.
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Mr. Liu Wei, aged 47, has been appointed as executive director of the
Company since February 2016. He graduated from Renmin University of
China (FFEBI AR AKZ) in 1996 with a degree in economics and further
completed postgraduate course in international economics from Renmin
University of China (FRBI AR KEZ) in 2000. From 1996 to 2014, Mr.
Liu worked in various roles at Bank of Communications, Beijing Branch
(R BIRTTILRHH1T) including as a manager at the international trade
department and the credit department, the head of the investment
banking division of Beijing Branch, and the manager of a sub-branch.
During Mr. Liu’s tenure at Bank of Communications, Mr. Liu was mainly
involved in international trade settlement, local and foreign currencies
loans, personal, corporate and inter-bank financing and investment
banking businesses, and was a committee member of Beijing branch’s
credit committee and innovation business committee. Since June 2014,
Mr. Liu has been with Zhongrong International Trust Co., Ltd* (/R
BEREFEAR AR (“Zhongrong Trust”) as executive president in
charge of its trust investment department, with responsibilities involving
alternative asset management, merger and restructuring in capital
markets, sector-specific funds, asset securitizations, structuring financing
and other businesses. Mr. Liu is also the director of several subsidiaries
of the Company.

Mr. Chen Wei, aged 39, has been appointed as executive director
of the Company since February 2016. He graduated from Yunnan
University (ZF K2 ) with a degree in law in 2002 and further
obtained a master degree in law from Peking University (1t L AE2)
in 2012. Mr. Chen obtained his PRC law qualification in 2001 and
further obtained his PRC Certified Public Accountants qualification
in 2012. From 2002 to 2004, Mr. Chen worked as a legal counsel at
a state-owned enterprise located in Hangzhou. From 2004 to 2012,
Mr. Chen worked as a lawyer at a law firm located in Beijing and was
mainly involved in corporate legal affairs and litigation matters. Since
2012, Mr. Chen has been with Zhongrong Trust as the vice general
manager of the trust investment department and is mainly responsible
for project investment and management. Mr. Chen is the sole director
of Sungi Global Investment Co., Ltd, which holds 100,000,000 shares
of the Company, representing approximately 1.97% of the total
issued share capital of the Company. Mr. Chen is also the director of
several subsidiaries of the Company and is designated to oversee the
Company'’s risk control and compliance matters.
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Mr. Fan lJie, aged 45, has been appointed as executive director of
the Company since January 2017. He holds a Master’'s Degree in
Business Administration in Tsinghua University School of Economics
and Management and a Bachelor’'s Degree in International Economic
in Renmin University of China. Mr. Fan has over 20 years of experience
in strategic marketing and project management. He has been with
Zhongrong Trust as the Managing Director of the Trust and Investment
Department since 2014. Mr. Fan was a corporate partner and the vice
president of the Strategic Marketing Division of Adfaith Management
Consulting Inc* (It RIFBHARLEEERFERNER 2 F) from 2009
to 2014 and an assistant to the general manager for medical business
in an enterprise located in Jiangxi Province, the People’s Republic of
China, from 2003 to 2005. In 2000 to 2002, he was appointed as the
sales and distribution officer of the Department of Medical System of
an international conglomerate. Prior to 2000, he worked as a marketing
leader in the Nanchang Office of a renowned food and beverage
company for about three years. Currently, Mr. Fan is the Managing
Director of the Strategic Development Department of the Group and the
director of several subsidiaries of the Company.

Independent Non-executive Directors

Mr. Ru Xiangan, aged 51, has been appointed as independent non-
executive director of the Company since October 2016. He holds an
Executive Master’'s degree of Business Administration in Tsinghua
University and a Bachelor’s Degree in Accounting in North China
University of Technology. He is a certified public accountant in the
People’s Republic of China and have over 20 years of experience in
accounting and finance and over 10 years of experience in insurance.
He has been serving as the head of the audit department in Chang
An Property and Liability Insurance Limited* (R Z & ERB AR QD
&) (“Chang An") since 2014, prior to which he was appointed as the
general manager of the Zhejiang branch from 2013 to 2014 and the
general manager of the accounting department and the financial chief
from 2007 to 2013. Before joining Chang An, he served as the general
manager assistant in Beijing Zhongjing Surety Company* (Jt R H IR
IR A A]), the chief financial officer in Heng Tong Group* (BB %
&) , the deputy chief financial officer in Beijing Beichen Innovation and
Technology City Limited* (It itRAIFT R EHZIK A B]) , the financial
manager in San Jiu Auto Group* (Z LA B EAFRAA]), and the
deputy financial chief in Beijing Building Materials Factory* (b EH
BB
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Mr. Liu Haiping, aged 45, has been appointed as independent non-
executive director of the Company since April 2016. He graduated from
Fudan University with a bachelor’s degree in international economics
law in 1997 and obtained a master degree in international trade
law from Bond University, Australia in 2005. He has over 20 years
of experience in the legal sector. During the period from July 1997
to March 2009, he had served as an associate and later a partner in
Beijing Jiancheng Law Firm (3t @ ER EH5F7) . He joined Beijing
Dacheng Law Offices (b R KB AN E S FT) in April 2009 and is
currently a senior partner of the firm. He is also the deputy executive of
the Banking Law Professional Committee ($R1T/AE2HEZ E€) under
the Beijing Lawyers Association (1t R EATHE) .

Mr. Liu Tonghui, aged 57, has been appointed as independent non-
executive director of the Company since April 2016. He obtained a
bachelor’'s degree in international politics and a master degree in
international relations from Tokyo International University in 1995
and 1997 respectively. He has over 20 years of extensive experience
in investment activities and business management. During the period
between 1997 to 1998, he served as the representative of Nippon
Howaito Cooperation* ( HZANEI H B XK &+t ) in China. He had been
working as the deputy general manager in each of Shouchuang Longji
Company Limited* (& &IEEER D BMR A7) from 1998 to 2004 and
Huajian Dongfang Software Company Limited* (EEZE FEHHEHERE
f£72 7)) from 2005 to 2008, respectively. He was the general manager
of Tangshan Haigang Xingerui Company Limited* (B IL/&E#H KA
R EEZAR]) from 2009 to January 2019 and the assistant president
of Unisplendour Corporation Limited * (XXM HBBER A 7)) from
2012 to June 2019, which is listed on the Shenzhen Stock Exchange
(Stock Code: 000938). Since June 2019, he has been appointed as
the executive director of Qingkong Technology Services (Shenzhen)
Company Limited* GEERIE R ORI BRAF]) .
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The directors present their annual report and the audited consolidated
financial statements for the year ended 31 December 2019.

PRINCIPAL ACTIVITIES

The Company is an investment holding company. The activities of its
principal subsidiaries are set out in note 43 to the consolidated financial
statements.

RESULTS

The results of the Group for the year ended 31 December 2019 are
set out in the consolidated statement of profit or loss and other
comprehensive income on page 60 of the annual report.

BUSINESS REVIEW

Particulars of a discussion and analysis on the activities specified in
Schedule 5 to the Companies Ordinance (Chapter 622, Laws of Hong
Kong), including a fair review of the Group’s business, a discussion on
the principal risks and uncertainties facing the Group, particulars of
important events affecting the Company that have occurred since the
end of the financial year and future development in the Company’s
business and analysis using financial key performance indicators, are
set out in the sections headed “Chairman’s Message”, “Management
Discussion and Analysis”, “Corporate Governance Report” and
“Environmental, Social and Governance Report” in this annual report.
The above sections form an integral part of this annual report.

ENVIRONMENTAL POLICIES AND
PERFORMANCE

The environmental policies and performance of the Group for the
year ended 31 December 2019 are set out in the section headed
"Environmental, Social and Governance Report” of this annual report.

RELATIONSHIP WITH STAKEHOLDERS

The Group recognizes that employees, customers and suppliers are keys
to its sustainable growth and development. The Group is committed to
establishing a close and caring relationship with its employees, providing
quality services to its customers and enhancing cooperation with its
suppliers.
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Employees

Employees are crucial assets of the Group. The Group strives to
enhance employees’ sense of belonging and loyalty to the Group. The
Group provides a fair, healthy and safe workplace, promotes diversity,
provides competitive remuneration and benefits and career development
opportunities based on their merits and performance. The Group
also aims to commit resources to providing employment training and
development opportunities so that they can keep abreast of the latest
development of the market and the industry and, at the same time,
improve their skills and performance in their respective positions and
build up confidence and self-esteem. The Group also values and is open
to receiving feedback from employees with an aim to foster a good and
long-lasting relationship.

Customers

The Group understands that it is important to maintain good
relationship with customers and provide products and services in a
way that satisfy needs and requirements of the customers. The Group
strives to enhance the relationship with customers by continuous
interaction and communication with customers so that the Group can
respond proactively to cater for customers’ needs. The Group has also
established procedures in place for handling customers’ complaints to
ensure customers’ complaints are dealt with in a prompt and timely
manner. During the year under review, the Group has maintained good
relationship with its customers.

Suppliers

The Group is also dedicated to developing a good relationship with
suppliers and contractors as long-term business partners to ensure
stability of the Group’s business. The Group reinforces business
partnerships with suppliers and contractors by ongoing communication
in a proactive and effective manner so as to ensure quality and timely
delivery. During the year under review, the Group has worked closely
with its suppliers and maintained good relationships with them.
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COMPLIANCE WITH THE RELEVANT LAWS AND
REGULATIONS

The Company was incorporated in Bermuda and therefore the Company
is subject to relevant laws and regulations in Bermuda. In addition, the
Company is registered as a non-Hong Kong Company under Part 16
of the Companies Ordinance (Chapter 622, Laws of Hong Kong) and
therefore is subject to the relevant provisions under the Companies
Ordinance.

The Company is listed on the Stock Exchange and therefore the
Company is subject to the governance of the Listing Rules including the
disclosure requirements and corporate governance provisions therein.

Under the SFO, the Company is required to maintain a register of
interests in shares and short positions and a register of directors’ and
chief executives’ interests and short positions and is obliged to disclose
price sensitive or inside information.

The Group is principally engaged in (i) trading of electronic devices
and other commodities, (ii) the finance leasing business, (iii) the money
lending business, (iv) the securities and futures brokerage business, (v)
international air and sea freight forwarding and the provision of logistics
services, (vi) trading of securities, (vii) property investment, (viii) property
brokerage services, and (ix) building architecture and interior design
services, in Hong Kong, the PRC and other jurisdictions, and therefore is
subject to the relevant laws and regulations in Hong Kong, the PRC and
other jurisdictions where the Group entities are carrying on businesses.

As far as the Board and management are aware, the Group has
complied in material respects with the relevant laws and regulations that
have a significant impact on the business and operation of the Group.
During the year, there was no material breach of or non-compliance
with the applicable laws and regulations by the Group.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 18 to the consolidated financial
statements.
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SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 35 to the consolidated financial statements.

PURCHASE, SALE OR REDEMPTION OF LISTED
SECURITIES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company's securities during the year ended 31
December 2019 (2018: Nil).

DISTRIBUTABLE RESERVES OF THE COMPANY

As at 31 December 2019, in the opinion of the directors, the Company
had no reserves available for distribution to shareholders (2018: Nil).

DIRECTORS

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

Executive Directors

Ms. Wang Yinggian (Chairman)

Mr. Qin Jie (Chief Executive Officer)
(Appointed on 22 January 2020)

Mr. Liu Wei

Mr. Chen Wei

Mr. Fan Jie

Independent Non-Executive Directors

Mr. Ru Xiangan
Mr. Liu Haiping
Mr. Liu Tonghui

In accordance with Bye-law 87(1) of the Company’s Bye-laws, Mr. Liu
Wei, Mr. Liu Haiping and Mr. Liu Tonghui shall retire at the forthcoming
annual general meeting and eligible, will offer themselves for re-election
at the annual general meeting.
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None of the directors being proposed for re-election at the forthcoming
annual general meeting has any service contract which is not
determinable by the Group within one year without payment of
compensation (other than statutory compensation).

Each of the directors has entered into a service contract or a letter of
appointment with the Company for a term of three years, which can
be terminated by not less than three months’ or one month’s notice in
writing served by either party on the other.

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

DIRECTORS" AND CHIEF EXECUTIVES'
INTERESTS AND SHORT POSITIONS IN SHARES,
UNDERLYING SHARES AND DEBENTURES

As at 31 December 2019, none of the directors and chief executives,
nor their associates, had any interests or short positions in any shares
and underlying shares of the Company or any of its associated
corporations that was required to be recorded pursuant to section 352
of the SFO, or as otherwise notified to the Company and the Stock
Exchange pursuant to the Model Code.

SHARE OPTIONS
2012 Share Option Scheme

The 2012 Share Option Scheme was adopted pursuant to a resolution
on 22 May 2012 (the “Effective Date"”). The purposes of the 2012 Share
Option Scheme are to attract and retain the best available personnel
and to provide additional incentives or rewards to employees, directors,
consultants, business associates and advisers of the Company for their
contribution to the Company and to promote our success. The 2012
Share Option Scheme shall be valid and effective for a period of ten
years commencing on the Effective Date. The terms of the 2012 Share
Option Scheme are in compliance with the provisions of Chapter 17 of
the Listing Rules.
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Eligible participants of the 2012 Share Option Scheme include the
following persons:

(a)

(0

any employee or proposed employee (whether full time or part
time) of the Company, any of its subsidiaries or any entity in which
any member of the Group holds any equity interest;

any directors, non-executive directors (including independent non-
executive directors) of the Company, any of its subsidiaries or any
entity in which any member of the Group holds any equity interest;

any supplier of goods or services to any member of the Group or
any entity in which any member of the Group holds any equity
interest;

any customer of the Group or any entity in which any member of
the Group holds any equity interest;

any person or entity that provides research, development or other
technological support to the Group or any entity in which any
member of the Group holds any equity interest;

any shareholder of or holder of any securities issued by any
member of the Group or any entity in which any member of the
Group holds any equity interest;

any other group or classes of persons or entities from time to time
determined by the Board as having contributed or may contribute
to by way of joint venture, business alliances or other business
arrangements to the development and growth of the Group; and

any company wholly owned by one or more person belonging to
any of the above (a) to (g) participants.
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The total number of shares of the Company available for issue under
the 2012 Share Option Scheme and any other share option scheme
of the Group must not in aggregate exceed 10% of the issued share
capital of the Company as at the Effective Date (the “Scheme Mandate
Limit”) or the date of refreshing the Scheme Mandate Limit approved
by shareholders of the Company in general meeting. The maximum
number of shares issuable upon exercise of the options which may be
granted under the 2012 Share Option Scheme and any other share
option scheme of the Group (including both exercised and outstanding
options) to each participant (other than a substantial shareholder, chief
executive or director as explained below) in any 12-month period shall
not exceed 1% of the shares of the Company in issue from time to time.
Any further grant of share options in excess of this limit is subject to
shareholders’ approval in a general meeting.

Share options granted to a connected person (as defined under the
Listing Rules), are subject to approval by the independent non-executive
directors of the Company (excluding any independent non-executive
director who is the grantee of the options). Where any share options
granted to a substantial shareholder or an independent non-executive
director of the Company, or to any of their respective associates (as
defined under the Listing Rules) would result in the Company'’s shares
issued and to be issued upon exercise of all options already granted and
to be granted (including options exercised, cancelled and outstanding)
to such person(s) in the 12-month period up to and including the date
of such grant (a) representing in aggregate over 0.10 per cent of the
Company'’s shares in issue; and (b) having an aggregate value, based
on the closing price of the Company’s shares at the date of each grant,
in excess of HK$5 million, such further grant of options is subject to
approval by the shareholders of the Company in compliance with the
Listing Rules.

The offer of a grant of share options may be accepted in writing by a
participant within 21 days from the date of offer upon payment of a
nominal consideration of HK$1 by the grantee. The exercise period for
the share options granted is determined by the Board, which period
shall not be more than 10 years from the date of offer.

During the year, no share options have been granted by the Company
pursuant to the 2012 Share Option Scheme. No share option was
outstanding as at 1 January 2019 and 31 December 2019. No share
option was cancelled, exercised or lapsed during the year. As at the date
of this report, no share options are outstanding under the 2012 Share
Option Scheme. The remaining life of the 2012 Share Option Scheme is
approximately 2 years.
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ARRANGEMENTS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year was the Company, or any of its subsidiaries,
a party to any arrangements to enable the directors of the Company to
acquire benefits by means of the acquisition of shares in, or debentures
of, the Company or any other body corporate.

DIRECTORS’ INTERESTS IN CONTRACTS OF
SIGNIFICANCE

No transaction, arrangement or contract of significance, to which the
Company or any of its subsidiaries, was a party and in which a director
of the Company or an entity connected with a director of the Company
had a material interest, whether directly or indirectly, subsisted at the
end of the year or at any time during the year.

DIRECTORS’ INTERESTS IN COMPETING
BUSINESS

During the year ended 31 December 2019, none of the directors of the
Company had any interest in any business which competes or is likely to
compete, either directly or indirectly, with the business of the Group.

MANAGEMENT CONTRACTS

No contract concerning the management and administration of the
whole or any substantial part of the business of the Company was
entered into or existed during the year ended 31 December 2019.

50

BEROIBEREIZ ZZH

AN B 3 E AE ] BT B 2 B 50 A A 4E ] B i
BB MM EARREFAEKE
ARRB AT E A EA B8 Z I R ERE
o o

EECERGHNES

RERRE NI - AR A A
BARMETEARAEFHEARAE
EEHECERERARRAREAER
ZERRG RHIEH -

EERBFEFRB 2ER

BE_Z-NF+_A=+—RHILFER"
BMEARREFREAKREXHERKME
BERRBFHAREREF 2ERNEHKP
R AR EI

EEEN

BE T NF+-_A=t+—BILFERN"
BEI Y FEREBAQAR 2 HBER LT
MERABLEBZEERITHR AL -



SUBSTANTIAL SHAREHOLDERS' INTERESTS IN
SHARES AND SHORT POSITION IN SHARES

As at 31 December 2019, the interests and short positions of the
following persons other than the directors or chief executive of the
Company, in the Company's shares which fall to be disclosed to the
Company pursuant to Divisions 2 and 3 of Part XV of the SFO and which
have been recorded in the register kept by the Company pursuant to
Section 336 of the SFO, were as follow:
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Percentage of
the Company'’s

Name Capacity Interest in shares issued share capital
HARRAT
58 30 B 43 1 & ERTREBSE
(Note 3)
(B &E3)
Xie Zhikun (Note 1) Interest in a controlled corporation 800,000,000 15.73%
fRE R (Mf5t1) I UNGIE: 25
Zhongzhi Enterprise Group Co., Ltd* Interest in a controlled corporation 800,000,000 15.73%
(Note 1) RSN AR
PECEEERRAR (FHEET)
Zhonghai Shengfeng (Beijing) Capital Interest in a controlled corporation 800,000,000 15.73%
Management Co., Ltd.* (Note 1) RIEH A AR
FERE (ER)BEREEER AT
(PR3ET)
Shanghai Chixin Investment Co., Ltd* Interest in a controlled corporation 800,000,000 15.73%
(Note 1) RIEH A AR
EEBEREER AR (K1)
Silver Venus Investments Ltd. Beneficial Owner 800,000,000 15.73%
(“Silver Venus”) (Note 1) (Fff&E1) EmEAA
Fu Zizhen (Note 2) Interest in a controlled corporation 299,320,000 5.89%

B Eik (ME2)

LN 3
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Notes:

(1

3)

Save

800,000,000 shares are held by Silver Venus. Silver Venus is wholly owned by =
FIB1E A B R AT (Shanghai Chixin Investment Co., Ltd*), which is in turn
wholly owned by #1812 & # B R A 7] (Zhongzhi Enterprise Group Co., Ltd*).
FRIEMEEEARAAT (Zhongzhi Enterprise Group Co., Ltd*) is owned as to
76% by FERE (LR)EXREEERAF (Zhonghai Shengfeng (Beijing)
Capital Management Co., Ltd.*), which is in turn wholly owned by Mr. Xie Zhikun
(BRESRSHE) . By virtue of the SFO, each of /8% & AR QA (Shanghai
Chixin Investment Co., Ltd*), FHE % £ E AR 2 7 (Zhongzhi Enterprise Group
Co., Ltd*), #EBRY (R)EAREEABMRAA (Zhonghai Shengfeng (Beijing)
Capital Management Co., Ltd.*) and Mr. Xie Zhikun (#2E 4R %E 4 ) is deemed to
be interested in all the shares beneficially held by Silver Venus.

174,320,000 shares and 125,000,000 shares are held by Lenient Splendid Limited
("Lenient”) and Global East Time Development Company Limited (“Global East”)
respectively. As Mr. Fu Zizhen has the 100% shareholding in Lenient and the 50%
shareholding in Global East, by virtue if the SFO, he is deemed to be interested in
such 299,320,000 shares in total held by Lenient and Global East.

The percentage is calculated on the basis of 5,084,283,133 shares of the
Company in issue as at 31 December 2019.

as disclosed above, the Company has not been notified of any

other relevant interests or short position in the issued share capital of
the Company as at 31 December 2019.

MAJOR CUSTOMERS AND SUPPLIERS

The

information in respect of the Group’s sales and purchases

attributable to the major customers and suppliers respectively during the
year is as follows:

B eE

Silver Venus#5/800,000,000% 817 ° Silver Venus
BEEREREARARZERA M LEKER
BERAREFPHELEEEERAREZEAHS-
FHECEEEERAFATERE (tR)ELXE
BERARERTc%ER MPERE (L) E
AEBRERAFTBHBERLIELEES - RIEF
HFRBAERS BEBEREARAR  RHEDRE
SEARAR -FERE (LR EXAEBERA
Al R R E RS B AR R IER Silver VenusE #
REZ2HRNPHEEER-

Lenient Splendid Limited ([Lenient |) % Global
East Time Development Company Limited
(TGlobal East 1) % 5lI#%5174,320,0000 B 15 &
125,000,000/% A {7 - B 7 B ¥k 55 £ BB A Lenient
2. 100% & # [ Global EastZ50%A%#E - 1B % 3% %
N HRE (66 - kR ER Lenient & Global Easti g
2 %% 4 $£299,320,0000% Bk 5 R A =

BAOLTERARARZE—AF+=A=+—H
Z B 1T 195,084,283,133 A EELHE -

BREXFEREEIN- R_T—-hhF+_A
=t B ARARATHERARBERET
AR Z A EMARRERIORAE

FTEEFRHER

FR ARETERFPRHEEBGAREHRE
BRRBECENDREIWT

Percentage of the Group’s total

HAEEAENES L
Purchases Sales
REE HERE
The largest customer BAEF - 42%
Five largest customers in aggregate AARBEPEET - 89%
The largest supplier A ER 49% =
Five largest suppliers in aggregate AR EREET 98% =

At no time during the year, have the directors, their associates or any
shareholder of the Company (which, to the knowledge of the directors,
owns more than 5% of the Company’s share capital) had any interest in
these major customers and suppliers.
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PRE-EMPTIVE RIGHTS

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

SUFFICIENCY OF PUBLIC FLOAT

Based on the information available to the Company and within the
knowledge of the directors, the Company has maintained a sufficient
public float throughout the year ended 31 December 2019 and as at the
latest practicable date prior to the issue of this annual report.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover for
director’s and officers’ liabilities in respect of legal actions against its
directors and senior management arising out of corporate activities. The
permitted indemnity provision is in force for the benefit of the directors
as required by section 470 of the Companies Ordinance (Chapter 622,
Laws of Hong Kong) when the report of the directors is approved in
accordance with section 391(1)(a) of the Companies Ordinance (Chapter
622, Laws of Hong Kong).

EVENTS AFTER THE REPORTING PERIOD

Events after the reporting period of the Group is set out in note 45 to
the consolidated financial statements.

AUDITORS

The consolidated financial statements for the year ended 31 December
2019 have been audited by ZHONGHUI ANDA CPA Limited, the auditors
of the Company, who will retire and, being eligible, offer themselves for
re-appointment at the forthcoming annual general meeting.

On behalf of the Board

Mr. Qin Jie

EXECUTIVE DIRECTOR AND CHIEF EXECUTIVE OFFICER
Hong Kong, 30 March 2020
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ZHONGHUI

INDEPENDENT AUDITOR’S REPORT
TO THE SHAREHOLDERS OF CHINA BEST GROUP HOLDING LIMITED
(Incorporated in the Bermuda with limited liability)

OPINION

We have audited the consolidated financial statements of China Best
Group Holding Limited (the “Company”) and its subsidiaries (collectively
referred to as the “Group”) set out on pages 60 to 174, which comprise
the consolidated statement of financial position as at 31 December
2019, and the 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 (the “HKICPA")
and have been properly prepared in compliance with the disclosure
requirements of the Hong Kong Companies Ordinance.

BASIS OF 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.

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.
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KEY AUDIT MATTERS (CONTINUED)

Investment properties

Refer to Notes 20 to the consolidated financial statements

The Group measured the fair values of investment properties at
each reporting date. This fair value measurement is significant
to our audit because the balance of investment properties of
approximately HK$111,477,000 and the loss on change in fair
value of approximately HK$16,086,000 are material to the
consolidated financial statements as at 31 December 2019. In
addition, determination of their fair values involves significant
management estimations.

Our audit procedures included, among others:

—  Assessing the competence, independence and integrity of the
external valuer engaged by client;

—  Obtaining the external valuation report and discussing with
the external valuer and to challenge the valuation process,
methodologies used and market evidence to support
significant judgements and assumptions applied in the
valuation model;

—  Checking arithmetical accuracy of the valuation model.

We consider that the Group’s fair value measurement for
investment properties is supported by the available evidence.
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KEY AUDIT MATTERS (CONTINUED)

Goodwill

Refer to Note 21 to the consolidated financial statements

The Group tested the amount of goodwill for impairment. This
impairment test is significant to our audit because the balance
of goodwill of approximately HK$64,662,000 as at 31 December
2019 are material to the consolidated financial statements. In
addition, the Group's impairment test involves application of
judgements and is based on assumptions and estimates.

Our audit procedures included, among others:

—  Assessing the identification of the related cash generating
units;

—  Assessing the arithmetical accuracy of the value-in-use
calculations;

—  Comparing the actual cash flows with the cash flow
projections;

—  Assessing the reasonableness of the key assumptions
(including revenue growth, profit margins, terminal growth

rates and discount rates);

—  Assessing the competence, independence and integrity of the
external valuers engaged by client;

—  Checking input data to supporting evidence.

We consider that the Group's impairment test for goodwill is
supported by the available evidence.
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KEY AUDIT MATTERS (CONTINUED)

Loans and interest receivables, finance
lease receivables, other loans and interest
receivables and promissory note receivable

Refer to Notes 30, 25, 31 and 37 to the consolidated financial
statements

The Group tested the amount of loans and interest receivables,
finance lease receivables, other loans and interest receivables and
promissory note receivable for impairment. These impairment
tests are significant to our audit because the balances of loans
and interests receivables, finance lease receivables, other loans
and interest receivables and promissory note receivable of
approximately HK$421,954,000, HK$19,503,000, HK$79,506,000
and HK$90,000,000, respectively, as at 31 December 2019 are
material to the consolidated financial statements. In addition, the
Group's impairment test involves application of judgement and is
based on estimates.

Our audit procedures included, among others:

—  Assessing the Group’s procedures on granting loans limits and
loans periods to borrowers;

—  Assessing the transaction history with the borrowers;
—  Evaluating the Group's impairment assessment;
—  Assessing aging of the debts;

—  Assessing creditworthiness of the borrowers, guarantors and
the value of collateral pledged;

—  Checking subsequent settlements from the borrowers; and

—  Assessing the disclosure of the Group's exposure to credit risk
in the consolidated financial statements.

We consider that the Group’s impairment test for loans and
interest receivables, finance lease receivables, other loans and
interest receivables and promissory note receivable are supported
by the available evidence.
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OTHER INFORMATION

The directors are responsible for the other information. The other
information comprises all the information in the Company’s annual
report, but does not include the consolidated financial statements and
our auditor’s report thereon.

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

In connection with our audit of the consolidated financial statements,
our responsibility is to read the other information and, in doing so,
consider whether the other information is materially inconsistent with
the consolidated financial statements or our knowledge obtained in
the audit or otherwise appears to be materially misstated. If, based
on the work we have performed, we conclude that there is a material
misstatement of this other information, we are required to report that
fact. We have nothing to report in this regard.

RESPONSIBILITIES OF DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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. We report our opinion solely to you,
as a body, in accordance with section 90 of the Bermuda Companies
Act 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.

A further description of our responsibilities for the audit of the
consolidated financial statements is located at the HKICPA's website at:

http://www.hkicpa.org.hk/en/standards-and-regulations/standards/
auditing-assurance/auditre/

This description forms part of our auditor’s report.

ZHONGHUI ANDA CPA Limited
Certified Public Accountants

Li Chi Hoi

Audit Engagement Director

Practising Certificate Number P07268

Hong Kong
30 March 2020
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
ReBaRkEME2ENER

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

2019 2018
—E-NE —E-)N\F
NOTES HK$’000 HK$'000
Pt 5 FER FET
Turnover HERE 9 362,331 218,007
Revenue: &k 10
- Trading of goods —EEEMm 308,860 159,261
— Provision of international air and — R B B A ==
sea freight forwarding services B EEBRE 3,464 5,198
— Consultancy income from finance leases — gh & & M WA 8,668 15,052
— Interest income from finance leases —REREFB WA 1,327 12,929
— Interest income from money lending —BEFBEWA 29,748 24,043
— Brokerage commission and dealing income— & 42 A& & B & WA 438 1,524
— Property brokerage commission income — —#E & 42 A& WA 9,826 =
362,331 218,007
Operating costs: EENAR
— Cost of trading goods sold —- BB RHEERAN (302,968) (156,448)
— Cost of providing international air and ~ — 2 BB Az
sea freight forwarding services B EEERK (2,457) (3,587)
— Cost of providing brokerage and dealing —12 &4 & B & RRAHK A
services (315) (1,044)
— Cost of providing property brokerage — RV E L L RBER AR
services (3,962) -
(309,702) (161,079)
Other income H A 12 11,290 6,199
Administrative and other expenses TR REAMSE N (49,014) (45,643)
Staff costs B B KA (51,588) (35,591)
Finance costs B & A AN 13 (3,806) =
Unrealised loss on fair value change on BREMELNTFEZS 2
investment properties REIHEHE 20 (16,086) =
Unrealised loss on fair value change on BEATFEFABR eREE
financial assets at fair value through profit A {E#B) 2 K& E18
or loss 27 (2,466) (13,377)
Share of profit of associates pak R /NCIb | 3,152 =
Impairment loss on right-of-use assets ERAEEEZREREE (4,127) -
Impairment loss on loan and interest FEWE R R E 2 R EEE
receivables 30 (43,466) -
Impairment loss on finance EWEE A ERIE 2 BERE
lease receivable 25 - (13,595)
Impairment loss on goodwill BEREEE 21 - (28,982)
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Consolidated Statement of Profit or Loss and Other Comprehensive Income
MEBEERkHEMEEER

For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

2019 2018
ZE-NF —T-N\F
NOTES HK$’000 HK$'000
P FTHET FH&IT
Loss before tax BRELRTEE (103,482) (74,061)
Income tax expense Fri8fiM X 15 (2,614) (1,488)
Loss for the year FNEE 13 (106,096) (75,549)
Other comprehensive expenses Hih2E %
Items that may be reclassified HENETHEEZEm.Z
subsequently to profit or loss: EA
Exchange differences arising on REBINEBREEZ
translation of foreign operations & =% (10,471) (20,935)
Share of other comprehensive income of S {hEtE QN F 2
associates Hfth 2 E W e (73) =
Items that will not be reclassified HEHTEET DB E B
subsequently to profit or loss: EA
Fair value loss on financial assets at RATEF AR E2E K
fair value through other ZEMmBEEATERSE
comprehensive income (937) (14,655)
(11,481) (35,590)
Total comprehensive expenses for the year F RN 2ME ¥ 1A% (117,577) (111,139)
Loss for the year attributable to: FAREIEEE:
— owners of the Company —ARNEEE A (106,067) (75,533)
— non-controlling interests — IR A (29) (16)
(106,096) (75,549)
Total comprehensive expenses ATREAFANEEE 48 :
for the year attributable to:
— owners of the Company —ARRNEEBA (117,548) (111,122)
— non-controlling interests — IR ER (29) (17)
(117,577) (111,139)
Loss per share FEE 17
— Basic and diluted (HK cents) —EARREE (BW) (2.09) (1.80)
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Consolidated Statement of Financial Position
e AR R

As at 31 December 2019 R = FE—hFE+=-HA=+—H

2019 2018
—E-NE —E-)N\F
NOTES HK$’000 HK$'000
Pt 5 FER FET
Non-current assets IRBEE
Property, plant and equipment W WEREE 18 2,603 4,982
Right-of-use assets ERAEEE 19 24,164 =
Investment properties "EME 20 111,477
Goodwill Bk 21 64,662 42,600
Intangible asset EBIVEE 22 811 811
Interests in associates A= /NC o 23 47,329 =
Financial assets at fair value through BAFEFAEMEEKE
other comprehensive income ZeREE 24 11,230 16,167
Finance lease receivables FE R E A E IR 25 4,215
Loans receivables FEWE 3K 30 105,369 55,000
Other loans receivables H W E R 31 73,575 =
Deposit for acquisition of a subsidiary WE—BWB AR ZEE 30,000 67,000
Regulatory deposits EREEE 1,705 1,705
Deferred tax assets EEFHIBEE 34 8,497 8,676
485,637 196,941
Current assets REBEE
Finance lease receivables FEW R E R E IR 25 15,288 178,785
Loans and interest receivables EREREHE 30 316,585 350,522
Other loans interest receivables HiEBEE ﬂ 31 5,931 =
Trade and other receivables FEMER R &ﬁﬁﬂﬂgﬂﬁlm 26 177,181 185,632
Promissory note receivable R AR R1B 37 90,000 90,000
Financial assets at fair value BATEFABRZ
through profit or loss TREE 27 1,287 3,003
Pledged bank deposit BEEBRITER 28 58 58
Bank balances and cash RITHEB LIRS
— trust and segregated accounts —ERERBILERER 29 3,285 8,435
Bank balances and cash RITHEB LIRS
— general accounts ——®REP 29 97,451 274,763
707,066 1,091,198
Current liabilities REEE
Trade and other payables JE <) BR 30 R H Ath JE A< RUIR 32 29,561 43,902
Lease liabilities HEBRE 33 23,848 =
Amounts due to an associate FEAT — B & R R FIR 23 6,521 =
Tax liabilities MIBEE 9,750 9,119
69,680 53,021
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Consolidated Statement of Financial Position
e AR R

As at 31 December 2019R —E—HE+=-H=+—H

2019 2018

—E-hEF ZZT-N\F

NOTES HK$’000 HK$'000

Pt 5 FTHET FET

Net current assets BN EEFE 637,386 1,038,177

Total assets less current liabilities REERRBERE 1,123,023 1,235,118
Non-current liabilities FRBEE

Lease liabilities HEBRE 33 5,482 =

NET ASSETS EEFE 1,117,541 1,235,118
Capital and Reserves BAEAREE

Share capital & 35 508,428 508,428

Share premium and reserves & 17 5 (B & R 609,200 726,748

Equity attributable to owners of RRFHE NEMLRER

the Company 1,117,628 1,235,176

Non-controlling interests FEE AR R = (87) (58)

TOTAL EQUITY MR 1,117,541 1,235,118

The consolidated financial statements on pages 60 to 174 were H60BEF1748 2HREMBRRENR T
approved and authorised for issue by the board of directors on 30 Z—ZF=-A=-+HKEEFERHMERFEET)

March 2020 and are signed on its behalf by: ZEoWH NIREKEE:
Qin Jie Chen Wei
EF PR {2
Director Director
Ed EF
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Consolidated Statement of Changes in Equity

mEREZEBER

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

Share  Investment Non-
Share Share  Contributed  Translation Statutory options  revaluation  Accumulated controlling
capital premium surplus reserve reserve reserve reserve losses Sub-total interests Total
Bx ROEE  BARE  REEE  iTRE  BERERE REERRE  ZnER Nt FERESR a3t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T Tin Tin Tin TiEn T TR ThEn TR Thr Thr
(Note i) (Note ii)
iR (Wisti)
At 1 January 2018 RZF-N\E-A-B 363,228 907,653 1,996 (12,575) 3,908 5367 (438) (181,742) 1,087,397 (1) 1,087,356
Effect of changes in SHURED TS
accounting policies - - - - - - (14,490) 30,750 16,260 - 16,260
At 1 January 2018 (as restated)  R=F—-\E—-A-B
(@%3)) 363,228 907,653 1,99 (12,575) 3,908 5367 (14,928) (150,992) 1,103,657 (1) 1,103,616
Loss for the year EhEE - - - - - - - (75,533) (75,533) (16) (75,549)
Other comprehensive expense  £AEM2ERE
for the year:
Exchange differences arisngon ~ BE BN EBBEE L
translation of foreign operations  E X =8 - - - (20,934) - - - - (20,934) 0] (20,935)
Fair value loss on financial assets  EATFEFAEMH2E
at fair value through other bz eREEL
comprehensive income NTERE - - - - - - (14,655) - (14,655) = (14,655)
Total comprehensive expense ~ ER2ERHEE
for the year = = = (20,934) = = (14,655) (75,533) (111,122) (17) (111,139)
Issue of shares upon placement of EEHRAEETRA
new shares (note 35) (F335) 145,200 103,092 = = = = = - 248,292 = 248,292
Transaction cost attributable to ~ EfTHRAEE 2R HHA
issue of new shares - (5,651) - - - - - - (5,651) - (5,651)
Lapse of share options (note 36) B REXM (Hi336) - - - - - (5367) - 5,367 = = =
At 31 December 2018 RZE-N\E
t-B=1+-H 508,428 1,005,094 1,996 (33,509) 3,908 - (29,583) (221,158) 1,235,176 (58)  1,235118
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Consolidated Statement of Changes in Equity

REREEBER

For the year ended 31 December 20198 2 = FE—NFE+ A=+ —HIFZF

Share  Investment Non-
Share Share Contributed ~ Translation  Statutory options revaluation Accumulated controlling
capital  premium surplus reserve reserve reserve reserve losses ~ Sub-total interests Total
ke ROEE  HABE  BERE  EERE BRERE REEMRR TR Nt FERER @3t
HK$'000 HK$'000 HK$'000 HK$'000 HKS$'000 HK$'000 HKS$'000 HK$'000 HK$'000 HK$'000 HK$'000
Fin T Thr T L T T FhL T Tt T
(Note i) (Note ii)
(W) (W)
At 1 January 2019 RZF-nE-A-B 508,428 1,005,094 1,996 (33,509) 3,908 = (29,583) (221,158) 1,235,176 (58) 1,235,118
Loss for the year FRER - - - - - - - (106,067 (106,067 (29)  (106,09)
Other comprehensive expense ~~ EREMAET
for the year:
Exchange differences arisng on R E§EBRELE
translation of foreign operations B} 28 - - - (10471) - - - - (10471) - (10471)
Share of other comprehensive  HEBERFZ
income of associates Efp2ENE - - - 1) - - - - n) = (1)
Fair value loss on financial assets AT (ER AEMZE
at fair value through other Dtk 14
comprehensive income NHEBR - - - - - - (937) - (937) = (937)
Total comprehensive expense ~~ FAZAXHEE
for the year - - - (10,544) - - (937) (106,067) (117,548) (29) (117,577)
At 31 December 2019 RZF-NFt-A=1-R 508,428 1,005,094 1,996 (44,053) 3,908 = (30,520) (327,25 1,117,628 (87) 1,117,541
Note i: The contributed surplus of the Group represents the difference between Mz : AEEZBABRBREBEARRRGR —ANNREF
the nominal value of the shares of the subsidiaries acquired pursuant to the EEAHARGIAERAR ([BA])ERE
reorganisation prior to the listing of the Company's shares on the Main Board WA REBEFAEMBEBEHRBE AR 2 RHEEHA
of The Stock Exchange of Hong Kong Limited (the “Stock Exchange”) in 1996 ERRMMBEIT 2 ARARNEMB L Z5 -
and the nominal value of the Company’s shares issued in exchange.
Note ii: In accordance with the People’s Republic of China (the “PRC") Company Law  Kizii : RIFFEARILME ([FE]) A RDE KRB

and the PRC subsidiaries’ Articles of Association, a subsidiary registered in
the PRC, prior to any dividend distribution, is required to appropriate 10%
of its annual statutory net profit as determined in accordance with relevant
statutory rules and regulations applicable to enterprises established in the PRC
(after offsetting any prior years’ losses) to the statutory reserve. When the
balance of such reserve fund reaches 50% of the entity’s capital, any further
appropriation is optional. The statutory reserve can be utilised to offset prior
years' losses or to increase capital. However, such balance of the statutory
reserve must be maintained at a minimum of 25% of the capital after such
usages. The balance is reclassified to retained earnings at the date of disposal
of the subsidiary.
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Consolidated Statement of Cash Flows

mERTRER

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

2019 2018
ZE-NF —E-N\F
HK$°000 HK$'000
FERx F& T
OPERATING ACTIVITIES K
Loss before tax B 45 il &5 18 (103,482) (74,061)
Adjustments for: M TIIIEEEH AR
Depreciation of property, Y- -BWERZEITE
plant and equipment 3,113 3,629
Depreciation of right-of-use assets CRAEEENE 19,023 =
Interest expense on lease liabilities HEBBZFERX 3,806 =
Share of profit of associates pak (e R NIb (3,152) =
Loss on disposal of property, LEWME - KEREHEZEE
plant and equipment 8 =
Unrealised loss on fair value change on REWEZAFEESH 2
investment properties REHEE 16,086 -
Unrealised loss on fair value change on BRATFEFAER
financial assets at fair value through ZEMEEZATE
profit or loss EH) s REHEE 2,466 13,377
Write-off of property, WEH Y BB R
plant and equipment 33 1
Interest income from bank, other loans RERIT EMERER
receivables and promissory note K FE WO B8 2 M B HA
receivable (11,260) (6,059)
Government grant I8 #6 BY (2) 3)
Impairment loss on right-of-use assets CRAEEEZREERE 4,127 =
Impairment loss on finance lease M mEREREZRELSE
receivable - 13,595
Impairment loss on loan and interest EWEFR IS Z HEERE
receivables 43,466 -
Impairment loss on goodwill EHEREEE — 28,982
Operating cash outflow before movements &EE ¢ B EAT 2 KEEE R
in working capital (25,768) (20,539)
Decrease (increase) in trade and JE U5 BR 3R % H Ath & WK IE
other receivables A () 8,561 (10,374)
Decrease (increase) in finance lease JE UG b & RS FRIE R A (1En)
receivables 91,582 (1,152)
Decrease in cash and bank balances R RIRITEE SRR D
— trust and segregated account —ErERBIERP 5,150 25,462
Increase in loans and interest receivables  J&Ux B 7 & K 5 18 hn (59,898) (43,058)
Increase in other loans and interest H h FE W B R R ) 238 N
receivables (6,920) -
Decrease in trade and other payables JE <% BR 3R % H th & 1<) RRIE R (24,843) (21,848)
Cash used in operations LEMAZRE (12,136) (71,509)
Income tax paid EATEH (1,928) (5,879)
NET CASH USED IN REFTHARSER
OPERATING ACTIVITIES (14,064) (77,388)
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Consolidated Statement of Cash Flows

ma

BERER

For the year ended 31 December 20198 & =F— L iF+ = H=+—HIFE
2019 2018
—B-NF k8 — )\
Notes HK$°000 HK$'000
k=2 FHExT FHET
INVESTING ACTIVITIES BEETE
Interest received from bank RERITREBELER
and promissory note receivable B WA B 5,560 6,059
Net cash outflow from acquisition WEEMB AR 2 RE
of subsidiaries SR 40(ii) (13,659) =
Net cash outflow from acquisition of WEEMB AR ZRE
subsidiaries accounted for as assets piAsapEE-C|
acquisition (AR ABEERE) 40(i) (67,962) -
Proceeds from disposal of financial LEEZEAFERTA
assets at fair value through Hth2mliazsz
other comprehensive income CREESNRIE 4,000 =
Acquisition of associates gt =N (45,000) -
Deposit for acquisition of a subsidiary Wi —HNB AR z&ke (30,000) (67,000)
Proceeds from disposal of property, HEWME BEREZHEZ
plant and equipment Fr5 5718 122 =
Purchase of property, BEWE BEREE
plant and equipment (112) (178)
NET CASH USED IN RETBHFARESTFE
INVESTING ACTIVITIES (147,051) (61,119)
FINANCING ACTIVITIES BEED
Proceeds from placement of shares B & B 19 BT 15 5RIR - 248,292
Transaction cost attributable to the B & IR 1D FE(h X 5 B AR
placement of shares - (5,651)
Receipts of government grant BT 48 B WA 2 3
Advance from an associate D= R i N i E 6,521 =
Repayment of lease liabilities and interest {EEMHE&EFERFE (21,511) -
NET CASH (USED IN) GENERATED REER (A REZRE
FROM FINANCING ACTIVITIES FE
(14,988) 242,644
NET (DECREASE) INCREASE IN CASH RERALEEEBARZ
AND CASH EQUIVALENTS (R 2>) 18 hn 2 28 (176,103) 104,137
CASH AND CASH EQUIVALENTS R—A—BZRER
AT 1 JANUARY RE&ZEEER
274,763 173,281
Effect of foreign exchange rate changes ~ [E R & &) > 7/ £ (1,209) (2,655)
CASH AND CASH EQUIVALENTS RTZA=Z+—-HBZHER
AT 31 DECEMBER, represented by ReEEEE  URTT
bank balances and cash HEHRIRSTER 97,451 274,763
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

GENERAL

China Best Group Holding Limited (the “Company”) is
incorporated in Bermuda as an exempted company with limited
liability and its shares are listed on the Stock Exchange.

The addresses of the registered office and principal place of
business of the Company are disclosed in the “Corporate
Information” of the annual report.

The principal activity of the Company is investment holding. The
activities of its principal subsidiaries (together with the Company
referred to as the “Group”) are set out in note 43.

The consolidated financial statements are presented in Hong
Kong dollars (“HK$"), which is also the functional currency of the
Company.

APPLICATION OF NEW AND REVISED HONG
KONG FINANCIAL REPORTING STANDARDS
("HKFRSs™)

In the current year, the Group has applied all the new and revised
HKFRSs issued by the Hong Kong Institute of Certified Public
Accountants (the “HKICPA") that are relevant to its operations
and effective for its accounting year beginning on 1 January
2019. HKFRSs comprise Hong Kong Financial Reporting Standards
("HKFRS"), Hong Kong Accounting Standards ("HKAS(s)"),
amendments and Interpretations.

The application of the new and revised HKFRSs in the current year
has had no material impact on the Group’s financial performance
and positions for the current and prior years and/or on the
disclosures set out in these consolidated financial statements
except as stated below.

HKFRS 16 “Leases”

On adoption of HKFRS 16, the Group recognised right-of-use
assets and lease liabilities in relation to leases which had previously
been classified as ‘operating leases’ under HKAS 17 “Leases”.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 20198, % = &

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

HKFRS 16 “Leases” (Continued)

The Group has adopted HKFRS 16 retrospectively from 1 January
2019, but has not restated comparatives for the 2018 reporting
period, as permitted under the specific transitional provisions in
the standard. The reclassifications and the adjustments arising from
the adoption of HKFRS 16 are therefore recognised in the opening
balance sheet on 1 January 2019 as follows:

2.

e BHRRME

—NFFTZA=F—HILFE

FE el RA&IERT 2 BB
ﬁﬁﬁ%éﬁﬂﬂ?ﬁ%%ﬁﬁﬁ%
—I—/\l (%)

ERAMKHREERE165K
g1l

AEEE-_F-NE—A—-BEEY
RABBMBRELERNFE 165 - AL
ANEE@BEGFTA T WESH —
T N\FREPEN LR T - it
R BR 4 & 78 B 755 R 5 2 Bl 55 16567 P 3
MEBHMDBRRABR _-_FT—-NF—A
—BEMHEEABERERDT

1 January
2019
—E-hF
—A—H
HK$'000
FET

EREEEREM
HEAEEM

Increase in right-of-use assets
Increase in lease liabilities

The weighted average lessee’s incremental borrowing rate applied
to the lease liabilities on 1 January 2019 was 8%.

The reconciliation of operating lease commitment to lease liabilities
as at 1 January 2019 is set out as below:

29,001
(29,001)

R-Z-NF-A-BRHEEREERDN
A AR FHIEERRFER8% -

KREMEAREER _T—-NF—A—
RzEEARE ZﬁTﬁEﬁﬁlJﬁDT

HK$'000
FHET
Operating lease commitment as RIE-NF+_A=+—HBHNLEHERE
at 31 December 2018 34,447
Less: e
Commitments relating to leases with EBESBTHER -_ZT—NF+_A=1+—8H
remaining term ended on or before o2 Al TE AR B M B R GE
31 December 2019 (1,882)
Discounting Bl
(3,564)
Lease liabilities as at 1 January 2019 RZE—hF—A—HNHEEE 29,001
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For the year ended 31 December 20192 = F—NF+=H=+—HILFE

2.

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

New and revised HKFRSs issued but not yet
effective

The Group has not applied the new HKFRSs that have been issued
but are not yet effective. The Group has already commenced an
assessment of the impact of these new HKFRSs but is not yet in a
position to state whether these new HKFRSs would have a material
impact on its results of operations and financial position.

SIGNIFICANT ACCOUNTING POLICIES

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

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

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 in the principal (or most advantageous) market at the
measurement date under current market conditions (i.e. an exit
price) regardless of whether that price is directly observable or
estimated using another valuation technique. Details of fair value
measurement are explained in the accounting policies set out
below.

The preparation of the consolidated financial statements
in conformity with HKFRSs requires the use of certain key
assumptions and estimates. It also requires the directors of the
Company (the “Directors”) to exercise its judgements in the
process of applying the accounting policies. The areas involving
critical judgements and areas where assumptions and estimates are
significant to these consolidated financial statements, are disclosed
in note 4 to the consolidated financial statements.

The principal accounting policies are set out below.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (i.e. its subsidiaries). If a subsidiary prepares its financial
statements using accounting policies other than those adopted
in the consolidated financial statements for like transaction and
events in similar circumstances, appropriate adjustments are
made to that subsidiary’s financial statement in preparing the
consolidated financial statements to ensure conformity with the
Group’s accounting policies.

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

The Company reassesses whether 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.

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

Profit or loss and each component of other comprehensive income
of subsidiaries 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.

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.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Basis of consolidation (Continued)

Non-controlling interests are presented in the consolidated
statement of financial position within equity, separately from
equity attributable to the equity shareholders of the Company.
Non-controlling interests in the result of the Group are presented
on the face of the consolidated statement of profit or loss and
other comprehensive income as an allocation of the total profit or
loss and total comprehensive income for the year between non-
controlling interests and the equity shareholders of the Company.

Changes in the Group’s ownership interests in
existing subsidiaries

Changes in the Group’s ownership interests in existing subsidiaries
that do not result in the Group losing control over the subsidiaries
are accounted for as equity transactions. The carrying amounts of
the Group's interests and the non-controlling interests are adjusted
to reflect the changes in their relative interests in the subsidiaries.
Any difference between the amount by which the non-controlling
interests are adjusted and the fair value of the consideration paid
or received is recognised directly in equity and attributed to owners
of the Company.

When the Group loses control of a subsidiary, it (i) derecognises
the assets (including any goodwill) and liabilities of the subsidiary
at their carrying amounts at the date when control is lost, (ii)
derecognises the carrying amount of any non-controlling interests
in the former subsidiary at the date when control is lost (including
any components of other comprehensive income attributable to
them), and (iii) recognises the aggregate of the fair value of the
consideration received and the fair value of any retained interest,
with any resulting difference being recognised as a gain or loss in
profit or loss attributable to the Group. When assets and liabilities
of the subsidiary are carried at revalued amounts or fair values
and the related cumulative gain or loss has been recognised in
other comprehensive income and accumulated in equity, the
amounts previously recognised in other comprehensive income
and accumulated in equity are accounted for as if the Group had
directly disposed of the related assets and liabilities (i.e. reclassified
to profit or loss or transferred directly to retained earnings as
specified by applicable HKFRSs). The fair value of any investment
retained in the former subsidiary at the date when control is lost
is regarded as the fair value on initial recognition for subsequent
accounting under HKFRS 9 Financial Instruments or, when
applicable, the cost on initial recognition of an investment in an
associate or a joint venture.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Business combinations

Business combinations are accounted for by applying 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
incurred to effect a business combination are recognised in profit
or loss as incurred.

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

e deferred tax assets or liabilities arising from the assets
acquired and liabilities assumed in the business combination
are recognised and measured in accordance with HKAS 12
Income Taxes;

o assets or liabilities related to the acquiree’s employee benefit
arrangements are recognised and measured in accordance
with HKAS 19 Employee Benefits;

e liabilities or equity instruments related to share-based
payment transactions of the acquiree or the replacement of
the acquiree’s share-based payment transactions with the
share-based payment transactions of the Group are measured
in accordance with HKFRS 2 Share-based Payment at the
acquisition date (see the accounting policy below); and

. assets (or disposal groups) that are classified as held for sale
in accordance with HKFRS 5 Non-current Assets Held for Sale
and Discontinued Operations are measured in accordance
with that standard.

Goodwill is measured as the excess of the aggregate of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the Group's
previously held equity interest in the acquiree (if any) over the net
of the acquisition-date amounts of the identifiable assets acquired
and the liabilities assumed. If, after re-assessment, the net of the
acquisition-date amounts of the identifiable assets acquired and
liabilities assumed exceeds the aggregate 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 gain on bargain purchase.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Business combinations (Continued)

Non-controlling interests, unless as required by another standards,
are measured at acquisition-date fair value except for non-
controlling interests that are present ownership interests and
entitle their holders to a proportionate share of the entity's net
assets in the event of liquidation are measured either at fair value
or at the present ownership instruments’ proportionate share in
the recognised amounts of the acquiree’s identifiable net assets on
a transaction-by-transaction basis.

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

The subsequent accounting for changes in the fair value of the
contingent consideration that do not qualify as measurement
period adjustments depends on how the contingent consideration
is classified. Contingent consideration that is classified as equity is
not remeasured at subsequent reporting dates and its subsequent
settlement is accounted for within equity. Other contingent
consideration that is within the scope of HKFRS 9 is measured at
fair value at each reporting date, and changes in fair value are
recognised in profit or loss in accordance with HKFRS 9. Other
contingent consideration that is not within the scope of HKFRS 9 is
measured at fair value at each reporting date and changes in fair
value are recognised in profit or loss.

When a business combination is achieved in stages, the Group's
previously held equity interest in the acquiree is remeasured to fair
value at the acquisition date (i.e. the date when the Group obtains
control), and the resulting gain or loss, if any, is recognised in profit
or loss. Amounts arising from interests in the acquiree prior to
the acquisition date that have previously been recognised in other
comprehensive income are reclassified to profit or loss where such
treatment would be appropriate if that interest were disposed of.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Business combinations (Continued)

If the initial accounting for a business combination is incomplete by
the end of the reporting period in which the combination occurs,
the Group reports provisional amounts for the items for which the
accounting is incomplete. During the measurement period (see
above), the provisional amounts recognised at the acquisition date
are adjusted retrospectively or additional assets or liabilities are
recognised as of that date, to reflect new information obtained
about facts and circumstances that existed at the acquisition date
that, if known, would have affected the amounts recognised at
that date.

Associates

Associates are entities over which the Group has significant
influence. Significant influence is the power to participate in the
financial and operating policy decisions of an entity but is not
control or joint control over those policies. The existence and
effect of potential voting rights that are currently exercisable or
convertible, including potential voting rights held by other entities,
are considered when assessing whether the Group has significant
influence. In assessing whether a potential voting right contributes
to significant influence, the holder’s intention and financial ability
to exercise or convert that right is not considered.

Investment in an associate is accounted for in the consolidated
financial statements by the equity method and is initially
recognised at cost. Identifiable assets and liabilities of the associate
in an acquisition are measured at their fair values at the acquisition
date. The excess of the cost of acquisition over the Group’s share
of the net fair value of the associate’s identifiable assets and
liabilities is recorded as goodwill. The goodwill is included in the
carrying amount of the investment and is tested for impairment
together with the investment at the end of each reporting period
when there is objective evidence that the investment is impaired.
Any excess of the Group’s share of the net fair value of the
identifiable assets and liabilities over the cost of acquisition is
recognised in consolidated profit or loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Associates (Continued)

The Group's share of an associate’s post-acquisition profits or
losses is recognised in consolidated profit or loss, and its share of
the post-acquisition movements in reserves is recognised in the
consolidated reserves. The cumulative post-acquisition movements
are adjusted against the carrying amount of the investment. When
the Group’s share of losses in an associate equals or exceeds its
interest in the associate, including any other unsecured receivables,
the Group does not recognise further losses, unless it has incurred
obligations or made payments on behalf of the associate. If
the associate subsequently reports profits, the Group resumes
recognising its share of those profits only after its share of the
profits equals the share of losses not recognised.

The gain or loss on the disposal of an associate that results in a
loss of significant influence represents the difference between (i)
the fair value of the consideration of the sale plus the fair value of
any investment retained in that associate and (ii) the Group’s share
of the net assets of that associate plus any remaining goodwill
relating to that associate and any related accumulated foreign
currency translation reserve. If an investment in an associate
becomes an investment in a joint venture, the Group continues
to apply the equity method and does not remeasure the retained
interest.

Unrealised profits on transactions between the Group and its
associates are eliminated to the extent of the Group’s interests
in the associates. Unrealised losses are also eliminated unless
the transaction provides evidence of an impairment of the asset
transferred. Accounting policies of associates have been changed
where necessary to ensure consistency with the policies adopted by
the Group.

Goodwill
Goodwill arising from a business combination is carried at cost 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.
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Goodwill (Continued)

A cash-generating unit 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
to which goodwill has been allocated is tested for impairment
before the end of that reporting period. If the recoverable amount
of the cash-generating unit is less than its carrying amount, the
impairment loss is allocated first to reduce the carrying amount of
any goodwill allocated to the unit and then to the other assets of
the unit on a pro rata basis based on the carrying amount of each
asset in the unit. Any impairment loss for goodwill is recognised
directly in profit or loss. An impairment loss recognised for
goodwill is not reversed in subsequent periods.

On disposal of the relevant cash-generating unit, the attributable
amount of goodwill is included in the determination of the amount
of profit or loss on disposal.

Revenue from contracts with customers

Revenue is measured based on the consideration specified in a
contract with a customer with reference to the customary business
practices and excludes amounts collected on behalf of third
parties. For a contract where the period between the payment by
the customer and the transfer of the promised product or service
exceeds one year, the consideration is adjusted for the effect of a
significant financing component.

The Group recognises revenue when it satisfies a performance
obligation by transferring control over a product or service to a
customer. Depending on the terms of a contract and the laws that
apply to that contract, a performance obligation can be satisfied
over time or at a point in time. A performance obligation is
satisfied over time if:

—  the customer simultaneously receives and consumes the
benefits provided by the Group's performance;

- the Group's performance creates or enhances an asset that
the customer controls as the asset is created or enhanced; or
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Revenue from contracts with customers
(Continued)

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

If a performance obligation is satisfied over time, revenue is
recognised 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 product or service.

Other revenue

Interest income is recognised using the effective interest method.

Dividend income is recognised when the shareholders’ rights to
receive payment are established.

Borrowing costs

Borrowing costs directly attributable to the acquisition,
construction or production of qualifying assets, which are assets
that necessarily take a substantial period of time to get ready for
their intended use or sale, are capitalised as part of the cost of
those assets, until such time as the assets are substantially ready
for their intended use or sale. Investment income earned on
the temporary investment of specific borrowings pending their
expenditure on qualifying assets is deducted from the borrowing
costs eligible for capitalisation.

To the extent that funds are borrowed generally and used for
the purpose of obtaining a qualifying asset, the amount of
borrowing costs eligible for capitalisation is determined by applying
a capitalisation rate to the expenditures on that asset. The
capitalisation rate is the weighted average of the borrowing costs
applicable to the borrowings of the Group that are outstanding
during the period, other than borrowings made specifically for the
purpose of obtaining a qualifying asset.

All other borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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Notes to the Consolidated Financial Statements

e BHRRME

For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Related Parties

A related party is a person or entity that is related to the Group.
(A) A person or a close member of that person’s family is related
to the Group if that person:
i has control or joint control over the Group;
ii.  has significant influence over the Group; or

iii. is a member of the key management personnel of the
Company or of a parent of the Company.

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

i.  The entity and the Company are members of the same
group (which means that each parent, subsidiary and
fellow subsidiary is related to the others).

ii.  One entity is an associate or joint venture of the other
entity (or an associate or joint venture of a member of a
group of which the other entity is a member).

iii. Both entities are joint ventures of the same third party.

iv.  One entity is a joint venture of a third entity and the
other entity is an associate of the third entity.

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

vi.  The entity is controlled or jointly controlled by a person
identified in (A).
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Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Related Parties (Continued)
(B) (Continued)

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

viii. The entity, or any member of a group of which it is a
part, provides key management personnel services to the
Company or to a parent of the Company.

Fiduciary activities

The Group maintains segregated accounts with authorised
institutions to hold clients’ monies arising from its normal course of
the regulated business activities. The Group has classified the bank
balances — trust and segregated accounts within the current assets
in the consolidated statement of financial position and recognised
the corresponding account payables to respective clients and
other institutions on the grounds that it is liable for any loss or
misappropriation of clients’ monies. The Group is not allowed to
use the clients’ monies to settle its own obligations. The cash held
on behalf of customers is restricted and governed by the Securities
and Futures (Client Money) Rules under the SFO.

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 recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates of
exchanges prevailing at 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 that are measured in terms of historical cost in a
foreign currency are not retranslated.
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Notes to the Consolidated Financial Statements

e BHRRME

For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Foreign currencies (Continued)

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, except for exchange
differences arising on a monetary item that forms part of the
Company’s net investment in a foreign operation, in which case,
such exchange differences are recognised in other comprehensive
income and accumulated in equity and will be reclassified from
equity to profit or loss on disposal of the foreign operation.

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group’s foreign
operations are translated into the presentation currency of the
Group (i.e. HK$) using exchange rates prevailing at the end of
each reporting period. Income and expenses items 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 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, or a disposal
involving loss of control over a subsidiary that includes a foreign
operation, a disposal involving loss of joint control over a joint
arrangement that includes a foreign operation, or a disposal
involving loss of significant influence over an associate that
includes a foreign operation), all of the exchange differences
accumulated in equity in respect of that operation attributable
to the owners of the Company are reclassified to profit or loss.
In addition, in relation to a partial disposal of a subsidiary that
does not result in the Group losing control over the subsidiary,
the proportionate share of accumulated exchange differences are
reattributed to non-controlling interests and are not recognised in
profit or loss. For all other partial disposals (i.e. partial disposals of
associates or joint arrangements that do not result in the Group
losing significant influence or joint control), the proportionate
share of the accumulated exchange differences is reclassified to
profit or loss.
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Notes to the Consolidated Financial Statements
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

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 are recognised in profit or loss on a systematic
basis over the periods in which the Group recognises as expenses
the related costs for which the grants are intended to compensate.

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 benefits scheme

Payments to defined contribution retirement benefit plans, the
Mandatory Provident Fund (“MPF”) Scheme, Central Provident
Fund (“CPF”) Scheme and state-managed retirement benefit
schemes are recognised as an expense when employees have
rendered service entitling them to the contributions.

Short-term employee benefits

A liability is recognised for benefits accruing to employees in
respect of wages and salaries, annual leaves and sick leave in the
period the related service is rendered at the undiscounted amount
of the benefits expected to be paid in exchange for that service.

Liabilities recognised in respect of short-term employee benefits are
measured at the undiscounted amount of the benefits expected to
be paid in exchange for the related service.

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 (loss) profit before tax as reported in the
consolidated statement of profit or loss and other comprehensive
income 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 or deductible. The Group's liability for
current tax is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 20198, 2 =&

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Taxation (Continued)

Deferred tax is recognised on temporary differences between
the carrying amounts of assets and liabilities in the consolidated
financial statements and the corresponding tax bases used in the
computation of taxable profit. Deferred tax liabilities are generally
recognised for all taxable temporary differences. Deferred tax
assets are generally recognised for all deductible temporary
difference to the extent that it is probable that taxable profits will
be available against which those deductible temporary differences
can be utilised. Such deferred tax 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, except
where the Group is able to control the reversal of the temporary
difference and it is probable that the temporary difference will not
reverse in the foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such investments
and interests are only recognised to the extent that it is probable
that there will be sufficient taxable profits against which to utilise
the benefits of the temporary differences and they are expected to
reverse in the foreseeable future.

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

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

83

e BHRRME

~NEF A= AR

3. TEEHHE

ﬁ@&@)

BIERIBIRE S VB MEKRAIEE R
B (E IR E B 5T B e R m A s B A
HEME TR EZHEER - RLEHIEA
BRI BERTEREZEER R
EMIBEEA —BRAIGEE B AR
A0 By 2= RE K 8 2 JE AR A g B - B
FRER B B EEER - WERE
BOABEBXAVAER-—BIZE
En%fﬁ/ﬁniw/ = uf/mT‘JZX%Z/J’@
BERBEBE(EBEHRINMEL
AT gRAERELNMIBEERARK

BEMEBEEDIRNRHBARZRE
Az ERHERZERER EALE
R ENER o BEREREED
K] RERA A] B A% AR 585 [l B RIBR b o Ed 3%
ERER AR ATRNENERS
FIEEZRERIBEE EL R
AN AEREEENT THER
i A 7 7B BB A AT R 8 2R B o] B 1 AR o

EERBEELREERNSHRSHR
BWNARPEETBAEE BHER
T3 A AT A R T B U (B P B B BB 4D 7
HEEZIEE-

EERBEERBERBRBRSHR
AR RER LB 2B R (KR
) HEEREXNEREENR A
HERTERTE-

EERBRABREEZFTERRAE
BRBERREHE D EENREE
HEERBEMREEMEEZHBER
B

EHILRER BN B SR HEE ]
H b2 mi s iE&EA%ﬁﬁEWZE
BEMZBERT EHMEENIERF
SXORINEMmEE RS ERNES
':PEE%\"

%



China Best Group Holding Limited Annual Report 2019

Notes to the Consolidated Financial Statements
e SRR MR
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Plant and equipment

Plant and equipment (classified as finance leases) held for use in
the production or supply of goods or services, or for administrative
purpose are stated in the consolidated statement of financial
position at cost less subsequent accumulated depreciation and
accumulated impairment losses, if any.

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

An item of 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 plant and equipment is determined as
the difference between the sale proceeds and the carrying amount
of the asset and is recognised in profit or loss.

Lease
The Group as lessee

Leases are recognised as right-of-use assets and corresponding
lease liabilities when the leased assets are available for use by the
Group. Right-of-use assets are stated at cost less accumulated
depreciation and impairment losses. Depreciation of right-of-use
assets is calculated at rates to write off their cost over the shorter
of the asset’s useful life and the lease term on a straight-line basis.
The principal useful lives are as follows:

Land and buildings 2 — 3 years
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Notes to the Consolidated Financial Statements

e BHRRME

For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Lease (Continued)
The Group as lessee (Continued)

Right-of-use assets are measured at cost comprising the amount
of the initial measurement of the lease liabilities, lease payments
prepaid, initial direct costs and the restoration costs. Lease
liabilities include the net present value of the lease payments
discounted using the interest rate implicit in the lease if that
rate can be determined, or otherwise the Group’s incremental
borrowing rate. Each lease payment is allocated between the
liability and finance cost. The finance cost is charged to profit or
loss over the lease term so as to produce a constant periodic rate
of interest on the remaining balance of the lease liability.

Payments associated with short-term leases and leases of low-value
assets are recognised as expenses in profit or loss on a straight-
line basis over the lease terms. Short-term leases are leases with an
initial lease term of 12 months or less. Low-value assets are assets
of value below US$5,000.

The Group as lessor

(i) Operating leases
Leases that do not substantially transfer to the lessees all
the risks and rewards of ownership of assets are accounted
for as operating leases. Rental income from operating leases
is recognised on a straight-line basis over the term of the
relevant lease.

(i Finance leases

Leases that substantially transfer to the lessees all the risks
and rewards of ownership of assets are accounted for as
finance leases. 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 in the
leases.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Investment properties

Investment properties are land and/or buildings held to earn rentals
and/or for capital appreciation. An investment property is measured
initially at its cost including all direct costs attributable to the

property.

After initial recognition, the investment property is stated at its
fair value based on valuation by an external independent valuer.
Gains or losses arising from changes in fair value of the investment
property are recognised in profit or loss for the period in which
they arise.

The gain or loss on disposal of an investment property is the
difference between the net sales proceeds and the carrying amount
of the property, and is recognised in profit or loss.

Intangible asset

Intangible asset acquired separately

Intangible asset with indefinite useful life that is acquired
separately is carried at cost less any subsequent accumulated
impairment losses.

An intangible asset is derecognised on disposal, or when no
future economic benefits are expected from use or disposal. Gains
or losses arising from derecognition of an intangible asset are
measured at the difference between the net disposal proceeds and
the carrying amount of the asset and are recognised in profit or
loss in the period when the asset is derecognised.

Regulatory deposits

Regulatory deposits are stated at cost less subsequent accumulated
impairment losses, if any.

Investments in subsidiaries

Investments in subsidiaries are stated on the statement of financial
position of the Company at cost less accumulated impairment loss.

86

FESHBE @)

REWME

REMEREARIES R HER
REMFAENLIOR BT - REY
EUEAAK (BREBRNZDENAE
BEEKA) EVIaTE »

RUITHERE WEMEREIN BB L
MEMETZHEREQRFENR K
BYERAVTEEHEL BB HEEE
EHIRNBmAER -

HERBEMEZBEB /L EMBA
FREZYEREERNZR  WRE
mAPER -

BEEE
BLRENETEEE

BB R B N EE A F R E
Fo & BT AR AR o] £ & REHRE
BRI -

BEVEERLERIEEAILEZ
BERBIEEEEMARKLENR
R ILFER - RILER BV EEMES
MBEBENRLEMSRBFELZE
ENFEmEEZEAE YRREERL
ERHEF ABEA-

EERE

RS KA R E % R EE
B (mHE) k-
RHBARZRE

RHIB AR 2 RERAR R Z BRI
RANBRAER R RERRSK-



EEEEZERERAT 20195 3K
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SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial instruments

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

Financial assets are derecognised when the contractual rights to
receive cash flows from the assets expire; the Group transfers
substantially all the risks and rewards of ownership of the assets;
or the Group neither transfers nor retains substantially all the
risks and rewards of ownership of the assets but has not retained
control on the assets. On derecognition of a financial asset, the
difference between the asset’s carrying amount and the sum of the
consideration received is recognised in profit or loss.

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

Financial assets

Financial assets are recognised and derecognised on a trade date
basis where the purchase or sale of an asset is under a contract
whose terms require delivery of the asset within the timeframe
established by the market concerned, and are initially recognised at
fair value, plus directly attributable transaction costs except in the
case of investments at fair value through profit or loss. Transaction
costs directly attributable to the acquisition of investments at fair
value through profit or loss are recognised immediately in profit or
loss.

Financial assets of the Group are classified under the following
categories:

- Financial assets at amortised cost;

—  Financial assets at fair value through other comprehensive
income; and

—  Financial assets at fair value through profit or loss.
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3. SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Financial assets (Continued)

()

(ii)

Financial assets at amortised cost

Financial assets (including trade and other receivables) are
classified under this category if they satisfy both of the
following conditions:

- the assets are held within a business model whose
objective is to hold assets in order to collect contractual
cash flows; and

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

They are subsequently measured at amortised cost using the
effective interest method less loss allowance for expected
credit losses.

Financial assets at fair value through other
comprehensive income

On initial recognition, the Group can make an irrevocable
election (on an instrument-by-instrument basis) to designate
investments in equity instruments that are not held for
trading as at fair value through other comprehensive income.

Financial assets at fair value through other comprehensive
income are subsequently measured at fair value with gains
and losses arising from changes in fair values recognised
in other comprehensive income and accumulated in the
investment revaluation reserve. On derecognition of an
investment, the cumulative gains or losses previously
accumulated in the investment revaluation reserve are not
reclassified to profit or loss.

Dividends on these investments are recognised in profit or

loss, unless the dividends clearly represent a recovery of part
of the cost of the investment.
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Notes to the Consolidated Financial Statements

For the year ended 31 December 20198, 2 =&

3. SIGNIFICANT ACCOUNTING POLICIES

(CONTINUED)
Financial assets (Continued)

(iii) Financial assets at fair value through profit or
loss

Financial assets are classified under this category if they do
not meet the conditions to be measured at amortised cost
and the conditions of debt investments at fair value through
other comprehensive income unless the Group designates an
equity investment that is not held for trading as at fair value
through other comprehensive income on initial recognition.

Investments at fair value through profit or loss are
subsequently measured at fair value with any gains or losses
arising from changes in fair values recognised in profit or
loss. The fair value gains or losses recognised in profit or loss
are net of any interest income and dividend income. Interest
income and dividend income are recognised in profit or loss.

Loss allowances for expected credit losses

The Group recognises loss allowances for expected credit losses on
financial assets at amortised cost and lease receivables. Expected
credit losses are the weighted average of credit losses with the
respective risks of a default occurring as the weights.

At the end of each reporting period, the Group measures the loss
allowance for a financial instrument at an amount equal to the
expected credit losses that result from all possible default events
over the expected life of that financial instrument (“lifetime
expected credit losses”) for trade receivables, or if the credit risk
on that financial instrument has increased significantly since initial
recognition.

If, at the end of the reporting period, the credit risk on a financial
instrument (other than trade receivables) has not increased
significantly since initial recognition, the Group measures the
loss allowance for that financial instrument at an amount equal
to the portion of lifetime expected credit losses that represents
the expected credit losses that result from default events on that
financial instrument that are possible within 12 months after the
reporting period.

The amount of expected credit losses or reversal to adjust the
loss allowance at the end of the reporting period to the required
amount is recognised in profit or loss as an impairment gain or
loss.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Cash and cash equivalents

Cash and short-term deposits in the consolidated statement of
financial position comprise cash at banks and on hand and short-
term deposits with an original maturity of three months or less.

For the purpose of the consolidated statement of cash flows, cash
and cash equivalents consist of cash and short-term deposits as
defined above.

Financial liabilities and equity instruments

Financial liabilities and equity instruments are classified according
to the substance of the contractual arrangements entered into
and the definitions of a financial liability and an equity instrument
under HKFRSs. An equity instrument is any contract that evidences
a residual interest in the assets of the Group after deducting all of
its liabilities. The accounting policies adopted for specific financial
liabilities and equity instruments are set out below.

Borrowings

Borrowings are initially recognised at fair value, net of transaction
costs incurred, and subsequently measured at amortised cost using
the effective interest method.

Borrowings are classified as current liabilities unless the Group has
an unconditional right to defer settlement of the liability for at
least 12 months after the reporting period.

Trade and other payables

Trade and other payables are initially recognised at fair value
and subsequently measured at amortised cost using the effective
interest method unless the effect of discounting would be
immaterial, in which case they are stated at cost.

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
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For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Share-based payment transactions
Equity-settled share-based payment transactions

Share options granted to employees

The fair value of services received determined by reference to the
fair value of share options granted at the grant date is recognised
as an expense in full at the grant date when the share options
granted vest immediately, with a corresponding increase in equity
(share options reserve).

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

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.

Share options granted to consultants

Share options issued in exchange for goods or services are
measured at the fair values of the goods or services received,
unless that fair value cannot be reliably measured, in which case
the goods or services received are measured by reference to the fair
value of the share options granted. The fair values of the goods or
services received are recognised as expenses, with a corresponding
increase in equity (share options reserve), when the Group obtains
the goods or when the counterparties render services, unless the
goods or services qualify for recognition as assets.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Impairment losses on tangible and intangible
assets (other than impairment of goodwill set
out in accounting policy of goodwill above)

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

Intangible asset with indefinite useful life is tested for impairment
at least annually, and whenever there is an indication that it may
be impaired.

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 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 the cash-generating unit) is reduced to its
recoverable amount. An impairment loss is recognised immediately
in profit or loss.

Where an impairment loss subsequently reverses, the carrying
amount of the asset (or the 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 the cash-generating unit) in prior
years. A reversal of an impairment loss is recognised as income
immediately.
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For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Fair value measurement

When measuring fair value, except for the Group’s share-based
payment transactions, leasing transactions, value in use of
property, plant and equipment and intangible asset for the purpose
of impairment assessment, 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.

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.

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available to
measure fair value, maximising the use of relevant observable
inputs and minimising the use of unobservable inputs. Specifically,
the Group categorised the fair value measurements into three
levels, based on the characteristics of inputs, as follow:

Level 1 - Quoted (unadjusted) market prices in active markets
for identical assets or liabilities.

Level 2 — Valuation technique for which the lowest level input
that is significant to the fair value measurement is
directly or indirectly observable.

Level 3 — Valuation techniques for which the lowest level input
that is significant to the fair value measurement is
unobservable.

At the end of the reporting period, the Group determines whether
transfer occur between levels of the fair value hierarchy for assets
and liabilities which are measured at fair value on recurring basis
by reviewing their respective fair value measurement.
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3.

SIGNIFICANT ACCOUNTING POLICIES
(CONTINUED)

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain timing or
amount when the Group has a present legal or constructive
obligation arising as a result of a past event, it is probable that
an outflow of economic benefits will be required to settle the
obligation and a reliable estimate can be made. Where the time
value of money is material, provisions are stated at the present
value of the expenditures expected to settle the obligation.

Where it is not probable that an outflow of economic benefits
will be required, or the amount cannot be estimated reliably,
the obligation is disclosed as a contingent liability, unless the
probability of outflow is remote. Possible obligations, whose
existence will only be confirmed by the occurrence or non-
occurrence of one or more future events are also disclosed as
contingent liabilities unless the probability of outflow is remote.

Events after the reporting period

Events after the reporting period that provide additional
information about the Group’s position at the end of the reporting
period or those that indicate the going concern assumption is
not appropriate are adjusting events and are reflected in the
consolidated financial statements. Events after the reporting period
that are not adjusting events are disclosed in the notes to the
consolidated financial statements when material.

KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies, which are
described in note 3, the Directors are required to make judgments,
estimates and assumptions about the amounts of assets, liabilities,
revenue and expenses reported and disclosures made in the
consolidated financial statements. The estimates and associated
assumptions are based on historical experience and other factors
that are considered to be relevant. Actual results may differ from
these estimates.

The estimates and underlying assumptions are reviewed on an on-
going basis. Revisions to accounting estimates are recognised in
the period in which the estimate is revised if the revision affects
only that period or in the period of the revision and future periods
if the revision affects both current and future periods.
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

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

Fair value of investment properties

The Group appointed an independent professional valuer to assess
the fair values of the investment properties. In determining the fair
values, the valuer has utilised a method of valuation which involves
certain estimates. The Directors have exercised their judgements
and are satisfied that the method of valuation is reflective of the
current market conditions.

Impairment of trade receivables, finance lease
receivables, loans and interest receivables,
other loans and interest receivables and
promissory note receivable

The policy for impairment of trade receivables, finance lease
receivables, loans and interest receivables, other loans and interest
receivables and promissory note receivable of the Group are
based on the evaluation of collectability and aging analysis of
accounts and on management’s judgment. A considerable amount
of judgment is required in assessing the ultimate realisation of
these receivables, including the current creditworthiness and
the past collection history of each customer. If the financial
conditions of customers of the Group were to deteriorate,
resulting in an impairment of their ability to make payments,
additional allowances may be required. At 31 December
2019, the carrying amounts of trade receivables, finance lease
receivables, loans and interest receivables, other loans and interest
receivables and promissory note receivable were approximately
HK$156,815,000 (2018: HK$173,395,000), HK$19,503,000 (2018:
HK$178,785,000), HK$421,954,000 (2018: HK$405,522,000),
HK$79,506,000 (2018: nil) and HK$90,000,000 (2018:
HK$90,000,000) respectively, and net of allowance for impairment
of approximately HK$1,454,000 (2018: HK$1,464,000),
HK$34,462,000 (2018: HK$35,195,000), HK$43,466,000 (2018:
nil), nil (2018: nil) and nil (2018: nil) respectively.
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4.

KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Impairment of goodwill

Determining whether goodwill is impaired requires an estimation
of the value in use of the cash-generating units to which goodwill
has been allocated. The value in use calculation requires the Group
to estimate the future cash flows expected to arise from the cash-
generating unit and a suitable discount rate in order to calculate
the present value. Where the actual future cash flows are less than
expected, a material impairment loss may arise. As at 31 December
2019, the carrying amount of goodwill is HK$64,662,000
(2018: HK$42,600,000), net of accumulated impairment loss of
HK$28,982,000 (2018: HK$28,982,000). Details of the recoverable
amount calculation are disclosed in note 21.

Provision for current and deferred taxation

The Group is subject to taxation in various jurisdictions. Significant
judgment is required in determining the provision for taxation
and the timing of payment of the related taxation. There are
many transactions and calculations for which the ultimate tax
determination is uncertain during the ordinary course of business.
Where the final tax outcome of these matters is different from
the amounts that were initially recorded, such differences will
impact the income tax and deferred tax in the period in which such
determination is made.

At 31 December 2019, the Group has estimated unutilised tax
losses of approximately HK$376,915,000 (2018: HK$341,642,000)
available for offset against future profits. The Directors make
estimates on the future profit streams of the Group entities of
which tax losses are not utilised. No deferred tax asset has been
recognised of the remaining tax losses due to the unpredictability
of future profit streams for the years ended 31 December 2019
and 2018 (note 34).
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KEY SOURCES OF ESTIMATION
UNCERTAINTY (CONTINUED)

Depreciation and useful lives of property, plant
and equipment

Property, plant and equipment are depreciated on a straight-line
basis over their estimated useful lives, after taking into account the
estimated residual value. The Group assesses annually the residual
value and the useful life of the property, plant and equipment
with reference to the estimated periods that the Group intends to
derive future economic benefits from the use of these assets and if
the expectation differs from the carrying amount, such differences
from the carrying amount will impact the depreciation charges
in the year in which the estimates change. At 31 December
2019, the carrying amount of property, plant and equipment
was approximately HK$2,603,000 (2018: HK$4,982,000), net of
accumulated depreciation and impairment loss of approximately
HK$15,007,000 (2018: HK$11,987,000).

CAPITAL RISK MANAGEMENT

The Group manages its capital to ensure that entities in the Group
will be able to continue as a going concern while maximising the
return to shareholders through the optimisation of the debt and
equity balance. The Group’s overall strategy remains unchanged
from prior year.

The capital structure of the Group consists of cash and cash
equivalents and equity attributable to owners of the Company,
comprising issued share capital and reserves.

The Directors review the capital structure on a regular basis.
As part of this review, the Directors consider the cost of capital
and the risks associated with each class of capital. Based on
recommendations of the Directors, the Group will balance its
overall capital structure through new share issues as well as the
issue of new debt.
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6. FINANCIAL INSTRUMENTS 6. @I A
Categories of financial instruments ETRMIAEZEH
2019 2018
—E-NEF —E-)\F
HK$°000 HK$'000
FHx FiBT
Financial assets cREE
Financial assets at fair value through RRATEFABRZ
profit or loss — mandatorily measured CREE—RFIFTE 1,287 3,003
Financial assets at fair value through other R AF(EFAE M EE K2
comprehensive income CREE 11,230 16,167
Financial assets at amortised cost (including 1R HER A EZ SR EE
cash and cash equivalents) (PEReRESFHEEER) 888,113 1,142,490
900,630 1,161,660
Financial liabilities kA= h=Ri
Financial liabilities at amortised cost REHKATFEZERAE 34,758 42,942
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FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES

The Group's major financial instruments include regulatory
deposits, trade and other receivables, finance lease receivables,
loans and interest receivables, other loans and interest receivables,
promissory note receivable, financial assets at fair value through
profit or loss, financial assets at fair value through other
comprehensive income, bank balances and cash, trade and
other payables. Details of the financial instruments are disclosed
in respective notes. The risks associated with these financial
instruments include market risk (currency risk, interest rate risk
and other price risk), credit risk and liquidity risk. The policies on
how to mitigate these risks are set out below. The management
manages and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective manner.

Market risk
(i) Currency risk

Other than the subsidiaries established in the PRC, Singapore
and the United States of America of which functional
currency is Renminbi (“RMB"), Singapore dollars (“SGD")
and United States dollars ("USD") respectively, the functional
currency of the Company and other subsidiaries is HK$.
Certain trade and other receivables and bank balances and
cash are denominated in currencies other than the functional
currencies of the group entities to which they relate. Foreign
currencies are also used to settle expenses for overseas
operations, which expose the Group to foreign currency risk.

The carrying amounts of the Group's foreign currency

7.
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denominated monetary assets at the reporting date are as WEBCEABENT
follows:

2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FET FAT
RMB AR 1,617 1,743
UsD x5 12,734 40,738
British Pound (“GBP") FEgE ([EEE]) 411 401
Japanese Yen (“JPY") B ([Bxl) 1 357
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7. BiIRMEEBEERKE
AND POLICIES (CONTINUED) (8

miE R (@)
E¥ERE (&)

Market risk (Continued)
(i) Currency risk (Continued) (i)

The Group currently does not have a foreign currency hedging
policy but the management monitors foreign exchange
exposure and will consider hedging significant foreign
currency exposure should the need arise.

No sensitivity analysis was prepared for USD as HK$ is pegged
to USD.

Sensitivity analysis
The Group is currently exposed to RMB, GBP and JPY foreign
currency risk.

The following table details the Group's sensitivity to a
10% (2018: 10%) increase and decrease in functional
currencies of the relevant group entities, HK$ or RMB,
against the relevant foreign currencies. 10% (2018: 10%)
is the sensitivity rate used when reporting foreign currency
risk internally to key management personnel and represents
management’s assessment of the reasonably possible change
in foreign exchange rates. The sensitivity analysis includes
only outstanding foreign currency denominated monetary
items and adjusts their translation at the end of the reporting
period for a 10% (2018: 10%) change in foreign currency
rates.

A negative number below indicates an increase in loss (2018:
increase in loss) for the year where the respective functional
currency (HK$ or RMB) strengthens 10% (2018: 10%) against
the relevant foreign currency (RMB, GBP, JPY or HK$). For
a 10% (2018: 10%) weakening of respective functional
currency (HK$ or RMB) against the relevant foreign currency
(RMB, GBP, JPY or HK$), there would be an equal and
opposite impact on the loss (2018: loss) for the year and the
balances below would be positive.
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7. BiIRMEEBEERKE

AND POLICIES (CONTINUED) (#&)
Market risk (Continued) miE R (5)
(i) Currency risk (Continued) (i) E¥EE &)
Sensitivity analysis (Continued) BHE ST (E)
Effect on profit or loss
HEZEE
2019 2018
—e-nE  —T-NF
HK$'000 HK$'000
FET FAT
Strengthen against RMB by 10% (note a) i AR FE10% (Hf5Ea) (162) (174)
Strengthen against GBP by 10% (note b) 3 &£ FH{E10% (Fistb) (41) (40)
Strengthen against JPY by 10% (note ¢) ¥ B tFH{E10% (BizEc) - (36)
Notes: B 5 -
(@)  This is mainly attributable to the exposure outstanding on RMB bank (@) WNEEBHRFEARERITERR
balances and cash at year end. RERBE 2R -
(b)  This is mainly attributable to the exposure outstanding on GBP bank (b) WHEEARFERFRITEBRE
balances and cash at year end. EREFZRAR -
() This is mainly attributable to the exposure outstanding on JPY bank (0 WHEEHRFEBATRITELRE
balances and cash at year end. SREFZRAR -
(ii) Interest rate risk (i) 7= &z
The Group is exposed to cash flow interest rate risk in relation RAEBZFERTESBRATE R
to variable-rate bank balances. It is the Group's policy to keep T 2 B o REE 2 BR A A
its bank balances at floating rate of interest so as to minimise IRITEREIFIRZHFERETE U
the fair value interest rate risk. HATFENERREESE:
The Group is also exposed to fair value interest rate risk in AEEITEEEEEBBRITHER
relation to fixed-rate pledged bank deposit (see note 28 (515 R M 5E28) « UL E 3k & 7
for details), loans and interest receivable (see note 30 for B (F15RKE30) HEbEKRE
details), other loans and interest receivables (see note 31 for FEFB (FERMFE3) EW
details), finance lease receivables (see note 25 for details) and BMERERE (FBERME25) &
promissory note receivable (see note 37 for details). FEWFENEE (FBERWE37)m

HCR N AE R R [ g o
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7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7. B REKEIERE

=N BUR

AND POLICIES (CONTINUED) (&)

Market risk (Continued) ™% E R ()

(i) Interest rate risk (Continued) (i) FEmpEE (&)
The Group currently does not have an interest rate hedging 7N £ [ 3R IR A 2% A {A] 1) 3= 85 0
policy. However, the management monitors interest rate KeoAmM EREBGERNER

exposure and will consider other necessary actions when
significant interest rate exposure is anticipated.

The Directors consider that the interest rate risk in relation
to variable rate bank balances is insignificant due to these
balances are either within short maturity period or the
outstanding balances are not significant.

(iii) Other price risk

As at 31 December 2019, the Group is exposed to equity
price risk through its investments in listed equity securities.
The Group's equity price risk is mainly concentrated on equity
instruments quoted in the 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.

Sensitivity analysis

The sensitivity analysis below have been determined based on
the exposure to equity price risks at the end of the reporting
period.

If the prices of the financial assets at fair value through
profit or loss had been 20% (2018: 20%) higher/lower, the
loss after tax for the year ended 31 December 2019 would
decrease/increase by approximately HK$214,000 (2018:
HK$502,000) as a result of the changes in fair value of these
investments.

If the value of the financial assets at fair value through other
comprehensive income had been 20% (2018: 20%) higher/
lower, the investment revaluation reserve for the year ended
31 December 2019 would increase/decrease by approximately
HK$2,246,000 (2018: HK$3,233,000) as a result of the
changes in fair value of these investments.

In management’s opinion, the sensitivity analysis is not
representative of the other price risk for the investments in
listed equity securities as the year end exposure does not
reflects the exposure during the year.
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FINANCIAL RISK MANAGEMENT OBJECTIVES 7.

AND POLICIES (CONTINUED)
Credit risk

As at 31 December 2019 and 2018, the Group’'s maximum
exposure to credit risk which will cause a financial loss to
the Group due to a failure to discharge an obligation by the
counterparties is arising from the carrying amount of the respective
recognised financial assets as stated in the consolidated statement
of financial position.

In respect of finance lease receivables, representing loan advances
to customers with pledged assets, individual credit evaluations
are performed on all customers. These evaluations focus on the
customer’s financial background, current ability to pay and the
financial status of the guarantor, and take into account information
specific to the customer as well as pertaining to the economic
environment in which the customer operates. At 31 December
2019 and 2018, the finance lease receivables are secured with the
leased assets. All the finance lease receivables are aroused in the
PRC.

In respect of loans and interest receivables, representing financing
advances to customers under the Group’s money lending business,
individual credit evaluations are performed on all customers. These
evaluations focus on the customer’s financial background and
current ability to pay, and take into account information specific to
the customer as well as pertaining to the economic environment in
which the customer operates.

The Group's exposure to credit risk is influenced mainly by the
individual characteristics of each customer. The default risk of the
industry in which customers operate also has an influence on credit
risk but to a lesser extent. The Directors consider the credit risk
under control since the management exercise due care in granting
credit and check the financial background of these customers on a
regular basis.

For loan and interest receivables, the Group has a high concentration
of credit risk on loans and interest receivables as 13% (2018: 14%)
and 54% (2018: 59%) of the total loans and interest receivables
was due from the single largest customer and the five largest
customers in the money lending segment respectively.
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7.

FINANCIAL RISK MANAGEMENT OBJECTIVES 7.

AND POLICIES (CONTINUED)
Credit risk (Continued)

For finance lease receivables, the Group has a high concentration
of credit risk on finance lease receivables as 54% (2018: 41%) and
100% (2018: 92%) of the total finance lease receivables was due
from the single largest customer and the five largest customers in
the finance leasing segment respectively.

The credit risk on liquid funds is limited because the counterparties
are banks with high credit ratings assigned by international credit-
rating agencies. The Group's concentration of credit risk by
geographical locations are mainly in the PRC, which accounted for
98% (2018: 99%) of the total trade receivables as at 31 December
2019. The Group has concentration of credit risk as 50% (2018:
67%) and 98% (2018: 99%) of the total trade receivables were
due from the Group's largest customer and the five largest
customers respectively.

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 debtor at the end of the reporting period to ensure that
adequate impairment losses are made for irrecoverable amounts.
In this regard, the Directors consider that the Group's credit risk is
significantly reduced.
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FINANCIAL RISK MANAGEMENT OBJECTIVES 7.

AND POLICIES (CONTINUED)
Credit risk (Continued)

The Group considers whether there has been a significant increase
in credit risk of financial assets on an ongoing basis throughout
each reporting period by comparing the risk of a default occurring
as at the reporting date with the risk of default as at the date
of initial recognition. It considers available reasonable and
supportive forwarding-looking information. Especially the following
information is used:

— actual or expected significant adverse changes in business,
financial or economic conditions that are expected to cause
a significant change to the borrower’s ability to meet its
obligations;

—  actual or expected significant changes in the operating results
of the borrower;

— significant increases in credit risk on other financial
instruments of the same borrower;

—  significant changes in the value of the collateral or in the
quality of guarantees or credit enhancements; and

—  significant changes in the expected performance and behavior
of the borrower, including changes in the payment status of
borrowers.

A significant increase in credit risk is presumed if a debtor is more
than 30 days past due in making a contractual payment, unless
the Group has supportable information which can demonstrate
otherwise. A default on a financial asset occurs when a debtor fails
to make contractual payments within 90 days when they fall due
and this debtor is unlikely to repay the amount due.

Financial assets are written off when there is no reasonable
expectation of recovery, such as a debtor failing to engage in a
repayment plan with the Group. The Group normally categorises a
receivable for write off when the Group determine that the debtor
does not have assets or source of income that could generate
sufficient cash flow to repay the amounts subject to write-off.
Where receivables have been written off, the Group, if practicable
and economical, continues to engage in enforcement activity to
attempt to recover the receivable due.

105

MBEREREBFERBEE

(§)
EERR (&)

AEELBREREENRERH 2R
R B e TR B B2 2R
Ut EREEZERERBENE
BERRNRIGEELERRE N AEE
ZRABAEREEBEIFZATE M
Bl LEERTHER:

- THEZERABTEEREIL
REAEE 2 X5 M IEER
MZERRFAMERNINES

- EFRALEXEZERIEHE

- RA-—EBEFRAEtERIANEER
e\ fex R 3B 0

- HEAREEXRERLEENEHE
RMERER: Rk

. BRABEMAREAAYEAS
B REERAZ RGOS

i35 B & AR EH A B HEE30
B RIRE1E B E R AR IE I - BR IEAR
SEA R SFERBRLIFL - HERS
ARBERFEHOHAEHAHNRE
ZEHATKAIGEEERRFOR Al
MEELRED-

TREERAERHSEAKE (FlanE
5 AR AN BE K E AT 1) B
HeoMARBEETEHALEEERK
AR AL EE A B $ 3R & A (8 1
FORRS - AN E — RGO A B R R
TE o fid FEMORIR M SE - RIARE (£
ERAITRNAEBERZZBERLT) 4
A8 PRER 58 ) 17 B 3B W [l B HA 1 W R
I8 o



China Best Group Holding Limited Annual Report 2019

Notes to the Consolidated Financial Statements

e BHRRME

For the year ended 31 December 20192 =&

—NFEF+_A=+—HIFE

7. FINANCIAL RISK MANAGEMENT OBJECTIVES 7.
AND POLICIES (CONTINUED)

Credit risk (Continued)

The Group uses two categories for loans and interest receivables,
finance lease receivables, promissory note receivable and other

BEEREEEEREE
(&)

EERR (&)

AEBMGEKE R KA BZE  EKE

BHEEFR  BYELZE R E MR

loans and interest receivables which reflect their credit risk and EREFMBD AMERND B R E
how the loss provision is determined for each of the categories. ERRER  REREERERMIRmE
In calculating the expected credit loss rates, the Group considers HRDRIET T EBHEEBEX
historical loss rates for each category and adjusts for forward 51 AEBEZERESBERNBEIEEER
looking data. Wt R REIBRETHE

Category Definition Loss provision

L] B EEEE

Performing Low risk of default and strong capacity to pay 12 month expected losses

R4 EHRBIERL 83 1218 A B 6518

Non-performing

Significant increase in credit risk

Lifetime expected losses

TR 13 FA 2\ B 8 2 38 0 ZHTEEEE
Other
loans
Loans and Finance  Promissory and
interest lease note interest
receivables receivables receivable receivables Total
EHERR i 0 H fih FE Uk
MNEFRE HERE AARE ERXRAER Mat
HK$°000 HK$'000 HK$'000 HK$'000 HK$'000
THERT TER TER TER TER
Balance at 31 December 2019 T—-hF+=A
=t+—HN&EH 465,420 53,965 90,000 79,506 688,891
Loss allowance EBEEE (43,466) (34,462) - - (77,928)
Carrying amount REE 421,954 19,503 90,000 79,506 610,963
Other
loans
Loans and Finance Promissory and
interest lease note interest
receivables receivables receivable receivables Total
ERER K FE B & FE I H fth FE LUK
FEHIE HEMIE EEZRE  EREFA st
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET FHET FET FHET FHET
Balance at 31 December 2018 W -ZE—/\F+ A
=+—BN&EH% 405,522 213,980 90,000 - 709,502
Loss allowance EEEAE - (35,195) - - (35,195)
Carrying amount REE 405,522 178,785 90,000 - 674,307
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FINANCIAL RISK MANAGEMENT OBJECTIVES 7. M EKREEBERBR
AND POLICIES (CONTINUED) (%)
Credit risk (Continued) EERK (®
Loan and Finance  Promissory Other loans
interest lease note and interest
receivables  receivables receivable receivables Total
EHERK EWmE 30 H e Uk
Expected credit loss rate HFHEEFEX FERIE HERE ARRE ERRFE et
2019 —T-nEF 9% 64% - - 1%
2018 —E-N\F - 16% - - 5%
All of these receivables after loss allowance are considered to FrE % 5 EUGRIE (KR EEEE)
have low risk and under the 'Performing’ category because they HESEARRRABIRIFIER T
have a low risk of default and have strong ability to meet their BRHEZEORREREERE 58
obligations.
Liquidity risk RBESRR
In the management of the liquidity risk, the Group monitors and REEBRBESRELR  ANEEEEZEIL
maintains a level of cash and cash equivalents deemed adequate BAwRekIReFEHER  BEUHE
by the management to finance the Group’s operations and BEAREEHZERHES KRER
mitigate the effects of fluctuations in cash flows. The management EMEB B EREEEARITE
monitors the utilisation of its bank balances and cash and considers SR EIRE 2 ERMR  WRAE HER
the risk is minimal. B
The maturity dates of all financial liabilities are repayable on REMEMR MELREEHEEE
demand or within one year as at the end of each of the reporting KER—FAEE-
periods.
FAIR VALUE MEASUREMENTS 8. A¥HEFE

The Directors consider that the carrying amounts of financial
assets and financial liabilities recorded at amortised cost in the
consolidated financial statements approximate their fair values due
to short-term or immediate maturities.

The following table provides an analysis of financial instruments
that are measured at fair value at the end of each reporting period
for recurring measurement, grouped into Levels 1, Levels 2 or
Levels 3 based on the degree to which the fair value is observable
or unobservable in accordance with the Group’s accounting policy.

107

EERR BRNERYRERE B

A eRMEERSRABREHKA

CHEREAV BRI ZEEERERQF
BRE -

TREHZRGSEULEEENRSREHR
NAHEREZERTADH  REAX
SEEHBRRBEATEABERTA
BEEENERE B F_EXE=
& o



China Best Group Holding Limited Annual Report 2019

Notes to the Consolidated Financial Statements
e SRR MR

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

8.

FAIR VALUE MEASUREMENTS (CONTINUED)

Disclosures of level in fair value hierarchy at 31 December 2019:

8. A EFE &)
R—E—hE+-—A=+—BZAF
BEERERRKE:

Fair value measurements using

ERAUTHARE 2 A FPEE

Level 1: Level 2: Level 3: Total
E-F: F=E: £=E: st
HK$'000 HK$'000 HK$'000 HK$'000
FTER TEx FTER FEx
Recurring fair value measurements: & ® N FE &
Financial assets at fair value through & AF(E ABE 2
profit or loss CREE
— Listed equity security - ERAES 1,287 = = 1,287
- Contingent consideration — WK ARE
receivable - - - -
Financial assets at fair value through ¥ AFEFAEMEERZEZ
other comprehensive income EREE
— Unlisted equity security - EmRAES - 11,230 - 11,230
Investment properties REME - - 111,477 111,477
Total recurring fair value REERATEFERTE
measurements 1,287 11,230 111,477 123,994

Disclosures of level in fair value hierarchy at 31 December 2018:

R-ZE—NE+=-A=+—RA2ZAF
BEELZEREE:

Fair value measurements using

ERUTBAZEZ A FEFE

Level 1: Level 2: Total
E—E: EZ[E: et
HK$'000 HK$'000 HK$'000
FAT FET FET
Recurring fair value measurements: KEEATERFE:
Financial assets at fair value through QA FEFAEBRZ
profit or loss TRHEE
— Listed equity security —EmRAES 3,003 - 3,003
Financial assets at fair value through A FEFAHMEZEKEZ
other comprehensive income TRHEE
— Listed equity security —ETRAES 5,227 - 5,227
— Unlisted equity security — I ETRAE 5 - 10,940 10,940
Total recurring fair value measurements & & 1E A FE 4% 8,230 10,940 19,170

108




FAIR VALUE MEASUREMENTS (CONTINUED)

EEEEZERERAT 20195 3K

Notes to the Consolidated Financial Statements

e BHRRME

For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

Disclosure of valuation techniques and inputs used in fair value

measurements:

Level 2 fair value measurements

8.

AEEFTE (#)

AT @B 2 EER RS ARE
W

F_BLAYEFE

Description Valuation technique Inputs 2019 2018
15 fE{E B M BWABE —E-NEF —E-)\F
HK$'000 HK$'000
FTER FHET
Financial assets at fair Comparable Share price and
value through other Transaction Method marketability
comprehensive income discount
— Unlisted equity security 11,230 10,940
BRAFEFAREMEE AR FE 1% 8 & 3% i 1t
Wz emEE i1
—E EMRAESH
Level 3 fair value measurements E=EBATEFE
Effect on fair
value for
Valuation Unobservable increase of
Description technique inputs Range input 2019 2018
BAHE
BmEAYEE
B3 BRI FABRERARE gE 2 “E-NF —E-N\F
HK$'000 HK$'000
THRT TR
Contingent Discounted payoff with (i) Discounted rate 15% (i) Decrease
consideration scenario
receivable - N/A
e AKE RABBLT B R (i) R X (i) B TEH
Investment Income capitalisation (i) Monthly rental RMB265/m? (i) Increase
properties (if) Rental yield 6% (ii) Decrease 111,477 N/A
REME IEog-V.N|d () A HE ARH2657T,/ (i) %10 TEH
(i) BehamE THK (ii) B2

There were no transfers between levels of fair value hierarchy in
the current and prior years.
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8.

—NFEF+_A=+—HIFE

FAIR VALUE MEASUREMENTS (CONTINUED) 8. NV EFE (#)
The movements during the period in the balance of these level 3 WEEIERAFEFE 2 ERTHA
fair value measurements are as follow: B & @JZZDT
2019
—E-hE
HK$'000
FBx
Financial assets at fair value through RATEFABG ERMEE
profit or loss
At 1 January m—H—H -
Add: contingent consideration receivable I W R R R E A 2 WS A RE
arising from acquisition of associates 750
Unrealised loss on fair value change NEEEE 2 REREE (750)
At 31 December R+=—A=+—8 -
TURNOVER 9. ¥XH
Turnover arises from (i) trading on radio system and electronic EEHRANEEERERRLETH
appliance; (ii) provision of international air and sea freight an s (D3R4 R ER M 22 /J:f’f iﬁﬁﬂ‘%’
forwarding services; (iii) consultancy income in respect of finance (NEERMEHEE ZERKA (VELE
leases; (iv) interest income from finance leases; (v) interest income HERMBWA  WEEFBHRA : (vi)E

from money lending;

(vi) brokerage commission and dealing

income from securities and futures brokerage business; and (vii)
property brokerage commission income from property brokerage
business. An analysis of the Group’s turnover for the year is as

HRMEREEB LA REER
WA RVINVEBREB ZMERLL
AEWA - FAXEEEEE 2 DT
T

follows:
2019 2018
—E-hE — )\
HK$°000 HK$'000
FTER FAT
Trading of goods EE R m 308,860 159,261
Provision of international air and sea REEEMERE EEERG
freight forwarding services 3,464 5,198
Consultancy income from BEMERMUA (M)
finance leases (Note) 8,668 15,052
Interest income from finance leases (Note) B & EF EUA (FI3E) 1,327 12,929
Interest income from money lending EEF B WA 29,748 24,043
Brokerage commission and dealing income  && & MEERA 438 1,524
Property brokerage commission income L EX SRR AN 9,826 -
362,331 218,007
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9. TURNOVER (CONTINUED)

Note: Pursuant to a debt settlement agreement and a loan agreement

both dated 1 March 2019, finance lease interest of approximately
RMB441,000 (equivalent to approximately HK$521,000) and consultancy
income of approximately RMB16,323,000 (equivalent to approximately
HK$19,291,000) have been agreed by the parties to be waived. According
to these waived amounts, the Group's interest income from finance
leases and consultancy income from finance leases had been deducted
by approximately RMB38,000 (after value-added tax) (equivalent to
approximately HK$44,000) and approximately RMB1,390,000 (after value-
added tax) (equivalent to approximately HK$1,642,000) respectively for
the year ended 31 December 2019 (2018: approximately RMB379,000
(after value-added tax) (equivalent to approximately HK$447,000) and
approximately RMB14,009,000 (after value-added tax) (equivalent to
approximately HK$16,557,000)) respectively. Further details are set out in
the Company’s announcement dated 1 March 2019.

9. EXH(»)

B & -

BREBHHAE-FT—NF=A—BZE®
BEBERERBHR FTHNSHEBREH
RREMRERNBHARB4L41,0007T (18
B R #521,0008 L) RERKAHDAR
#16,323,0007T (18 & 7 £919,291,000%
) BEZERESE ASEHRE-T
—NE+-A=+—ALEEZRERE
FERARMEREABIRAE DRI
# AR #38,0007T (&EMBRIGEER) (48
B R #944,0007% 7T ) & 4 A R ¥1,390,000
TC (MBS ER) (FHE R 41,642,000
Bir) (ZZF—/)\F: 49 AR #379,0007T
(B ESR) (18E 1R 4447,000%7T)
R4 AR #14,009,0007T (42 30BR 18 EF)
(& M 416,557,000/ 7T ) ) - — &%
BERAARBHPRA-_ZT—NE=A—H1

/N

10. REVENUE 10. Y %
2019 2018
—E-hE  —TN\F
HK$000 HK$'000
FET FAET
Revenue from contracts with BEE&#HWE (M)
customers (Note) 331,256 181,035
Revenue from other source: KB E A RR 2 s
Interest income from finance leases BEREF BWA 1,327 12,929
Interest income from money lending BEEF EHA 29,748 24,043
362,331 218,007
Timing of recognition of revenue from B 4 o HE SRR R
contracts with customers:
At a point in time RS — el B 331,256 181,035
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10. REVENUE (CONTINUED)

Note:

Disaggregation of revenue from contracts with customers:

Year ended 31 December 2019

10. Y &% (&)

P -

BEFAHNKE M :

o)

BE-_Z-hGF+=-A=+—-HLEFE

International

Securities air and

Trading Finance and futures sea freight Property

of goods leasing brokerage forwarding brokerage Total
EER EBMER
BEEER MEHEE HERL BLEE MERL @t
HK$'000 HK$"000 HK$'000 HK$'000 HK$'000 HK$'000
FTERT TER TER TER FTET TERT
Geographic Market BT
Hong Kong EE - - 438 - - 438
PRC H 308,860 8,668 - - 9,826 327,354
Singapore EIIES - - - 1,529 = 1,529
North and South of America e EMRAEEM - - - 1,935 - 1,935
308,860 8,668 438 3,464 9,826 331,256
Major Products/Services FE2ER/RB
Trading of electronic products BEETE 308,860 - - - - 308,860
Financial services SRRS - 8,668 438 - - 9,106
International air and sea freight ~ BIFE % &

forwarding B EERK - - - 3,464 - 3,464
Property brokerage services MERL RS - - - - 9,826 9,826
308,860 8,668 438 3,464 9,826 331,256
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10. REVENUE (CONTINUED) 10. Wz (&)
Note: (Continued) MisE: ()
Disaggregation of revenue from contracts with customers: (Continued) TrEAMKETAS: (B)
Year ended 31 December 2018 BE-_ZT—N\E+_A=+—HIEE
International
Securities air and
Trading Finance and futures sea freight
of goods leasing brokerage forwarding Total
BEEMEM MEHRE mErr HEEE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHET FET FET
Geographic Market 32 T35
Hong Kong BE - - 1,524 - 1,524
PRC il 159,261 15,052 - - 174,313
Singapore s - - = 1,914 1,914
North and South America b= R mEM - = = 3,284 3,284
159,261 15,052 1,524 5,198 181,035
Major Products/Services FEERRS
Trading of electronic products B &%= T E 159,261 - - - 159,261
Financial services & BAR = 15,052 1,524 = 16,576
International air and sea B B o Z=
freight forwarding 8 EEE R - - - 5,198 5,198
159,261 15,052 1,524 5,198 181,035
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10. REVENUE (CONTINUED) 10. W& (&)

Trading of goods

Revenue from the trading of goods is recognised when the goods
are delivered and titles have passed, at which time all the following
conditions are satisfied:

—  the Group has transferred to the buyer the significant risks
and rewards of ownership of the goods;

—  the Group retains neither continuing managerial involvement
to the degree usually associated with ownership nor effective
control over the goods sold;

—  the amount of revenue can be measured reliably;

— it is probable that the economic benefits associated with the
transaction will flow to the Group; and

—  the costs incurred or to be incurred in respect of the
transaction can be measured reliably.

Sales to customers are normally made with credit terms of 90 days.

Finance leasing

Consultancy income from finance leasing is recognised in the
accounting period in which the services are rendered. The
customers pay the consultancy service fee to the Group according
to the payment schedules as stipulated in the contracts.

Securities and futures brokerage

Commission income on dealing in securities and futures contract is
recognised on a trade date basis when the services are rendered,
the amount for which can be reliably estimated and it is probable
that the income will be received. The commission income is due on
the settlement date of their respective trade dates, normally two or
three business days after the respective trade date.
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10. REVENUE (CONTINUED)

11.

International air and sea freight forwarding

Income from provision of freight forwarding services is recognised
when the services are provided. The Group normally allow credit
period of 90 days.

Property brokerage

Commission income on dealing in property agency contract is
recognised when the services are rendered, the amount for which
can be reliably estimated and it is probable that the income will be
received. The customers pay the commission income to the Group
upon the sales of property is completed.

SEGMENT INFORMATION

Information reported to the Directors, being the chief operating
decision maker, for the purpose of resource allocation and
assessment of segment performance focuses on the type of goods
sold or services delivered or provided. The Directors have chosen
to organise the Group around difference in products and services.
No operating segments identified by the chief operating decision
maker have been aggregated in arriving at the reportable segments
of the Group.

Specifically, the Group's reportable segments are as follows:

(a) Trading of goods segment engages in trading of products
including but not limited to radio system and electronic
appliance in the PRC;

(b) Finance leasing segment engages in finance leasing of plant
and machinery in the PRC;

() Money lending segment engages in money lending in Hong
Kong;

(d) Securities and futures brokerage segment engages in
securities and futures dealing services in Hong Kong;

(e) International air and sea freight forwarding segment engages
in the provision of international air and sea freight forwarding
and logistic services to customers in Singapore and United
States of America;
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11. SEGMENT INFORMATION (CONTINUED) 11
(f)  Securities trading segment engages in trading of equity
securities and dividend income from held for trading
investments in Hong Kong;
(g) Property investment segment engages in investments of
properties for rental income and capital appreciation in PRC;
(h)  Building architecture and interior design segments engage in
provision of building architecture and interior design services
in PRC; and
(i)  Property brokerage segment engages in provision of property
agency service in PRC.
Segment revenues and results
The following is an analysis of the Group's revenue and results by
reportable and operating segments.
For the year ended 31 December 2019
International
Securities air and
Trading Finance Money and futures ~sea freight
of goods leasing lending  brokerage forwarding

E5Rk  EREMEZ

. D ERE R (#)

) BHREEHIBRBEBRERAZE
FEERRBERZRERRK
BIA

(99 DERESBRPBERLEYER
BURGHESKARERIEE:

(hy BFEEREANRTDBNHEH
?ﬁé%%fﬁ@%k &N E N RETIR
%R

(i) DELESBRPBEEEREY
ERERS -

DEW R EE

TXRAEERBEREEDHLE D

ZWEs MEREDHT -

BE-Z2-NAEF+-A=+—-HLHF

E

Building
architecture
Securities Property and interior Property
trading  investment design  brokerage Total
BEREE

EEEm REHE ff8  HELL RBLEE REEE MERE RERRH  NERE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FER TR TEx TER FER TR TR TEr Thr TEn
Turnover BEE 308,860 9,995 29,748 438 3,464 - - - 9,826 362,331
Revenue from NBEE R
external customers 308,860 9,995 29,748 438 3,464 - - - 9,826 362,331
Segment results DHEE (5,646) (1,821) (22,233) (10,573) (820) (1,716) (16,747) (11,009) 3,010 (67,555)
Share of profit of AEBERAEN
associates 3,152
Unallocated corporate  AAREEHR
expenses (50,369)
Unallocated corporate KA EEEMA
income 11,290
Loss before tax BHRAESE (103,482)
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11. SEGMENT INFORMATION (CONTINUED)

11.

N

D EE R ()

Segment revenues and results (Continued) DU EREE(®)
For the year ended 31 December 2018 HE-_ZT-N\F+-A=+—HILF
=
International
Securities air and
Trading Finance Money  and futures sea freight Securities
of goods leasing lending brokerage forwarding trading Total
EEAm HEME EE HEgE  RELRE E5EBE &zt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
T T T T T T THT
Turnover BETE 159,261 27,981 24,043 1,524 5,198 - 218,007
Revenue from SR P g
external customers 159,261 27,981 24,043 1,524 5198 - 218,007
Segment results PEEE (6,581) (867) 16,566 (38,622) (370) (14,069) (43,943)
Unallocated corporate AR REEF X
expenses (36,317)
Unallocated corporate AP EEBKA
income 6,199
Loss before tax BRERIER (74,061)

The accounting policies of the reportable segments are the same
as the Group’s accounting policies described in note 3. Segment
results represents the (loss from) profit earned by each segment
without allocation of central administration costs, directors’
emoluments, depreciation of certain property, plant and equipment
and right-of-use assets, share of profit of associates, loss on
disposal and write-off of property, plant and equipment, net
foreign exchange loss, interest expense on certain lease liabilities,
interest income from promissory note receivable, interest income
from other loans receivables, bank interest income and sundry
income. This is the measure reported to the chief operating
decision maker for the purposes of resource allocation and
performance assessment.
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11. SEGMENT INFORMATION (CONTINUED) 1. 2EBER ()
Segment assets and liabilities PTHEEREE
The following is an analysis of the Group’s assets and liabilities by TXABASEERRES S D2 EE
reportable segments. FBaE -
At 31 December 2019 R=ZB-hE+=-A=+—H
International Building
Securities air and architecture
Trading Finance Money and futures sea freight  Securities ~ Property and interior  Property
of goods leasing lending  brokerage forwarding trading  investment design  brokerage Total
FER  EBME BFEg

EEfAR HEAR E HEEEL RELKE BEREE  NERE RERRT  NEEL agt
HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HKS'000 HKS'000
TER ThR TER TER TR TER TER TER TER ThR

ASSETS EE
i

Segment assets ABEE 154,376 22,002 422,765 48,154 588 1,287 114,461 18,892 8,076 790,601

Unallocated corporate ~ AAREEEE

assets 402,102
Consolidated assets GREE 1,192,703
LIABILITIES af
Segment liabilities PHERE 7,960 5,756 = 7,579 1,671 = = 4,655 2,558 30,179

Unallocated corporate AP EEERE

liabilities 44,983
Consolidated liabilities A& 75,162
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11. SEGMENT INFORMATION (CONTINUED) 1. 7 BER @)
Segment assets and liabilities (Continued) PTHMEERERE (&)
At 31 December 2018 RZE-—NF+ZA=+—8
International
Securities air and
Trading Finance Money  and futures sea freight Securities
of goods leasing lending brokerage forwarding trading Total
BEAm HEHRE - Hegn RELEE EHEE @t

HK$'000 HK$'000 HK$000 HK$'000 HK$'000 HK$'000 HK$'000
Tax Tix Tax Tix TAx TAx Tix

ASSETS BE
Segment assets PHEE 151,737 186,949 406,333 70,053 834 3,003 818,909

Unallocated corporate AP REBEE

assets 469,230
Consolidated assets RREE 1,288,139
LIABILITIES BE
Segment liabilities PHEE 980 8,817 - 26,408 1,697 = 37,902

Unallocated corporate AP EEBEE

liabilities 15,119
Consolidated liabilities 44 &fE 53,021
For the purposes of monitoring segment performances and RERSHBRBEERRESEEHEE
allocating resources between segments: IR
— all assets are allocated to reportable segments other than - BREAFEFAHMEEKZEZ
financial assets at fair value through other comprehensive TREE WHE—HNBARZIE
income, deposit for acquisition of a subsidiary, deferred T BREHBEE RBEQRZ
tax assets, interest in associates, pledged bank deposit, B BEPRITER . EURR R
promissory note receivable, other loan and interest EE HMEREREF B R1T
receivables, bank balances and cash, the equipment of head EHRRIRS BNEECRBERE
office and certain right-of-use assets and other receivables; T P & B R A PR MR IB SN
and FBEEHPREREDE: &

- all liabilities are allocated to reportable segments other than - KRREAE BEN—BEBREQRZ
tax liabilities, amounts due to an associate and certain lease HIERETHEBEURAWE
liabilities and other payables. NRIBIN MEREBEHIRERS

SEB e
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11.

SEGMENT INFORMATION (CONTINUED)

Other segment information

—NFEF+_A=+—HIFE

1. 2 BEM )
EMﬁ%ﬁﬂ

For the year ended 31 December 2019 BE-Z- AW F+=-A=+—HBLHF
E
International Building
Securities air and architecture
Trading Finance Money and futures sea freight ~ Securities  Property and interior  Property
of goods leasing lending  brokerage forwarding trading investment design  brokerage Unallocated Total
#ER  HBME BFEE
EEER HEEE "8 HEEL RBLEE BEEE  WXRE REART HREL KIE &t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000
iR FEx FEx TiEx TiEx TiEx TiEx TEx TEx TEx TEx
Amounts included inthe  FFEAFERLAH
measure of seqment profit  EEHFAz%
or loss or segment assets:
Additions to non-current ~ FEFFHEE
assets (Note) R3] - 24 - 55 - - 132,571 15,282 1,25 20 155,204
Depreciation of property, plantf1 £ i
and equipment REBENE 358 31 - 504 9 - - 138 39 2,034 3,113
Unrealised loss on fair ROTETA
value change on financial ~ BEZSBEE
assets at NTEEEZ
fair value through AEREE
profit or loss - - - - - 1,716 - - - 750 2,466
Unrealised loss on fair RENEATEED
value change on LAREREE
investment properties - - - - - - 16,086 - = = 16,086
Impairment loss on loans and FEREH RF|8.2
interest receivables RESE - - 43,466 - - - - - - - 43,466
Amounts regularly provided EHFEE §/ R
to the chief operating ERHE
decision maker but not
included in the measure of EE%*EE /\
segment profitorlossor -~ Z &%
segment assets:
Written off of property, plant #3#%% - B k& fE
and equipment - - - - - - - - - 33 3
Interest income HMERA ) (57) (6) (32) - (1) - (1) (1) (11,154 (11,260)
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11. SEGMENT INFORMATION (CONTINUED) 1. 2EER ()
Other segment information (Continued) Eﬂﬂ’ﬁ%ﬁﬁﬂ ()
For the year ended 31 December 2018 HE-_ZT-N\F+-A=+—HILF
E
International
Securities airand
Trading Finance Money  and futures  sea freight Securities
of goods leasing lending  brokerage  forwarding trading  Unallocated Total
Efmm RAAE BE HEEE BLEE  E5EE AR Bt

HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000
THL TR THL TETL TEL TETL TR TATL

Amounts included in the measure 2N BERKA
of segment profit or loss or BERTAZ2E:
seqment assets:

Additions to non-current assets  REFTREEE (M)

(Note) 26 33 - 69 - - 50 178
Depreciation of property, nE BERRERE
plant and equipment 716 2 - 574 9 - 2,298 3,629

Unrealised loss on fair value change %A F/E:f A HfmZ
on financial assets at fair value SRHEELNT
through profit or loss ZMIEIEETE - - - = = 13377 = 13,377

Amounts regularly provided to the  THRTELEREE
chief operating decision maker }EWE RitEDHER
but not included in the measure ~ HATFEERKRFHA

of segment profit or loss or Zfﬁ%ﬁ :
Segment assets:
Written off of property, HEn% RERRE
plant and equipment - 1 - - - - - 1
Interest income HERA = (409) (10) (20) - (1) (5,619) (6,059)
Note: Non-current assets excluded right-of-use assets, regulatory deposit, M : ERBEETRECHAEEE ZEKe:
financial assets at fair value through other comprehensive income, finance BEATEFAEMEZAREZ2EREE -
lease receivables, loan receivables, other loans receivables, deposit for ERRERERIE BRER EMEKRE
acquisition of a subsidiary, interest in associates and deferred tax assets. FoWE-ERE AR RS REE AR

ZREGEREEHRBEEE-

121



China Best Group Holding Limited Annual Report 2019

Notes to the Consolidated Financial Statements

e BHRRME

For the year ended 31 December 20192 = F—NF+=H=+—HILFE

11. SEGMENT INFORMATION (CONTINUED) 11.

Geographical information

International air and sea freight forwarding services are carried out
in Singapore, North and South America. Trading of goods, finance
leasing and property brokerage services are carried out in the PRC.
Trading of securities, money lending and securities and futures
brokerage services are carried out in Hong Kong.

Information about the Group's revenue from external customers
is presented based on the location of the operations of the
customers. Information about the Group’s non-current assets is
presented based on the geographical location of assets.

DEER (5)
i & & B

BIRMZ= M8 L EERTS IR AN -
EEMERmEMNET EEEMR BE
HE R ELLRE TN BT - &
SEE BEMEFRBEELERETD
REBETT

AEEIBELPUZERDERELK
SR EN - AKEFRBEEERT
HEEMGEERS-

Revenue from

external customers Non-current assets
HEEF K FRBEE

2019 2018 2019 2018
“E-NFE T\ ZB-AF C—Z)\F
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Hong Kong EE 30,186 25,567 45,062 47,558
PRC H 328,681 187,242 134,483 818
Singapore ESIIIb 1,529 1,914 8 17
North and South America ISV 1,935 3,284 - -
362,331 218,007 179,553 48,393

Note: Non-current assets excluded right-of-use assets, regulatory deposits,
financial assets at fair value through other comprehensive income, finance
lease receivables, loan receivables, other loans receivables, deposit for
acquisition of a subsidiary, interest in associates and deferred tax assets.
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Information about major customers

Revenue from customers of the corresponding years contributing
over 10% of the overall revenue of the Group is as follows:

11.

TEHER (®)
FEXFER

RIEEFREATEP&HR Z BN
SEAREEBE10%

2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FET AT
— Customer A’ — R R 153,881 112,466
— Customer B! =V - 46,795
— Customer C! —-XFA 79,403 =
— Customer D! -I=NE 75,576 =
L Revenue from trading of goods segment L REEE®mD B2 W
OTHER INCOME 12. H g A
2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FExT AT
Interest income from KB THIEE 2 FEWA
- bank —iR1T 160 659
— other loans receivables —Hi U E R 5,700 =
— promissory note receivable — W R R 5,400 5,400
Government grant (Note) BT % Bh (B 5T ) 2 3
Sundry income I 28 137
11,290 6,199

Note: During the year ended 31 December 2019, a government grant of
approximately HK$2,000 (2018: HK$3,000) was granted to the Group in
relation to the job credit scheme in Singapore on the condition that the
Group has made CPF contributions in Singapore. The government grant
has been recognised in the same periods in which the expenses were

recognised.
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13.LOSS FOR THE YEAR 13.FANEE

The Group's loss for the year is stated after charging the following:

AEE 2 FRRHETE MR TS E
BER

2019 2018
—E-NF —ZTE-)N\F
HK$'000 HK$'000
FET FH&ET
Finance costs B 7 B A
Interest expense on lease liabilities HEAGEMNBHRX
(Notes (i) and (ii)) (B G) B i) ) 3,806 -
Staff costs EERAF
— Directors’ emoluments (note 14(a)) —EEHS (MsE14)) 8,825 9,411
— other staff costs —HE & 8K 39,218 25,060
— retirement benefits scheme contributions — — R K48 A5 24 5%

(excluding those for Directors) (T"BERESFHR) 3,545 1,120
Total staff costs EE A 438 51,588 35,591
Other items HfbEH
Auditor’s remuneration 1% B A BN € 1,075 915
Depreciation of property, plant and equipment# % « i 5 LR E T E 3,113 3,629
Depreciation of right-of-use assets (Note (ii)) {FAEEENE (M) 19,023 -
Write-off of property, plant and equipment — HUSE¥1 2 « B M 2R 5 33 1
Loss on disposal of property, HEWE HEREKHEZEE

plant and equipment 8 -
Net foreign exchange loss HNEE B 18 H 5R 136 17
Cost of inventories recognised as expenses R AM S 2 FEKK 302,968 156,448

Notes:

(i) At 31 December 2019, the average effective borrowing rate was 8%.

(i) On adoption of HKFRS 16, the Group recognised right-of-use assets and
lease liabilities in relation to leases which had previously been classified as
‘operating leases’ under HKAS 17 “Leases”. As a result, depreciation of
right-of-use assets and interest expense on lease liabilities are charged to
profit or loss over the lease term during the year.
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14. DIRECTORS’ AND CHIEF EXECUTIVE'S MESRTHEAZMERES
EMOLUMENTS AND EMPLOYEES’ < (2
EMOLUMENTS (CONTINUED)
(a) Directors’ and chief executive’s (a) EERTHARME (&)
emoluments (Continued)
Note: P& -
() The discretionary bonus is based on the relevant individual's () MBELATHERHEBALRR AR
performance and the Company's performance and profitability and RAIEBERBNENUARTISERERE
the prevailing market conditions. JE e
(i) Liu Wei has also been the chief executive of the Company since 19 iy BEra=—=—N\FAAT+NLBRNTA
June 2018 and his emoluments disclosed above include those for RABITHABHE HEXHEBZHME
services rendered by him as chief executive. BEREETTRARMERERZRE
itz -
(i) Other benefits represented rents paid for Directors’ quarters. (i) HiBAEREEEEIMHES-
(b) Employees’ emoluments (b) EEM S
Of the five individuals with the highest emoluments in the REBREGESHFATRENS
Group, four (2018: four) were Directors whose emoluments ZE-N\F NB)ES KEZ
are set out in (a) above. The aggregate emoluments of the B EEH N EX@3F - Hep—%&
remaining one (2018: one) individual were as follows: —E-NF:—B)ALTZME
BEEWT -
2019 2018
—E-hF —E-)N\F
HK$'000 HK$'000
FExT AT
Salaries and other benefits e kEAMAmBRF 1,635 1,800
Retirement benefits scheme ROKGE M ET B3R
contributions 82 18
1,717 1,818
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14. DIRECTORS’ AND CHIEF EXECUTIVE'S 4 EERTHEARMERES
EMOLUMENTS AND EMPLOYEES’ M s
EMOLUMENTS (CONTINUED)
(b) Employees’ emoluments (Continued) (b) EEBME (&)
The emoluments were within the following bands: & & T3 EEA :
2019 2018
—®¥-nE —E-N\F
No. of No. of
employee employee
EEAH EE A
HK$1,500,001 to HK$2,000,000 1,500,001 7 22,000,000 7T 1 1
During the years ended 31 December 2019 and 2018, no REBEZFT-—NEFERZT-N\F
emoluments were paid by the Group to the Directors and the +ZA=+—RHIEFE TKEL
five highest paid individuals as an inducement to join or upon BREERAAESHALTIN
joining the Group or as compensation for loss of office. None B <& LA R 5| 1% 55 h0 A AN & B sl 1
of the Directors and the employees waived or agreed to waive BEEMALREE 2 ZEXIER
any emoluments paid by the Group during the years ended 31 BBEE REE_E—NFKk=
December 2019 and 2018. E-N\F+A=+—HILFE"
WREERESNEXREBEHNE
REBZ N 2EMBME -
15. INCOME TAX EXPENSE 15. R B M A X
2019 2018
e L T SIC=
HK$'000 HK$'000
FET FHAIT
Current tax: B HITIE -
PRC Enterprise Income Tax PRI EMEH 2,203 4,253
Under/(over) provision in prior years: BEFEREETIRS
(FBRERE) -
Hong Kong Profits Tax EEMNEH (50) -
PRC Enterprise Income Tax REREMET 461 634
411 634
Deferred tax (note 34): EERE (H7E34) -
Current year KEE - (3,399)
2,614 1,488
Hong Kong Profits Tax has not been provided for the years ended B E ARG ET B8 B f 815 B8 -
31 December 2019 and 2018 as the loss for the taxation purpose HREEZZE-NEFER=Z—N\F+=
is estimated during both years. A=+—BLEEHYEFRELENE
T
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INCOME TAX EXPENSE (CONTINUED)

Under the Law of the PRC on Enterprise Income Tax (the "“EIT
Law"”) and Implementation Regulation of the EIT Law, the tax rate
of the PRC subsidiaries, is 25%.

No provision for Singapore and the United States of America Profits
Tax has been made as the Group did not generate any assessable
profits in Singapore and the United States of America during the
two years ended 31 December 2019 and 2018.

The income tax expense for the year can be reconciled to the loss
before tax per the consolidated statement of profit or loss and
other comprehensive income as follows:

15. i 8FHBAX (&)

BIERBRCEMESRE ([DEMEH
R ROCEBFEAZEMIED R
WEBRE 2 HEH25% -

AXREBETERBE _T-NAFR-
E-N\F+A=+—BLEMEFEE
MR AR IR REMNEEREELE
EAA] FEER T4 M) - AU 8 b 37 g B2 52
MEBERENSHIELBEE-

FRAZAGEHAZEESER REM
2 HE W R PTZ BR B ATE R SR
S 8

2019 2018
—E-hEF —E-N\F
HK$°000 HK$'000
FER FHET
Loss before tax BRELRTEE (103,482) (74,061)
Tax at the domestic income tax rate of 25% R AN TS FEHH £25%
(2018: 25%) (ZZ—N\F:25%)5t 82
HIA (25,871) (18,515)
Effect of different tax rates of subsidiaries fEH Ath FARE R AR &
operating in other jurisdictions REAHATRARE 22 6,782 5,634
Tax effect of expenses not deductible TEMBREZ 2 BBR
for tax purpose 16,587 6,557
Tax effect of income not taxable BARPWA 2 B
for tax purpose (2,479) (1,175)
Tax effect of tax losses not recognised RIER BB EE BT E 6,817 7,966
Under provision in prior years BEFEREBETL 411 634
Tax effect of temporary difference KRR EZR IR &
not recognised 367 387
Income tax expense FrgfiMx 2,614 1,488

Details of deferred tax are set out in note 34.

DIVIDEND

No dividend was paid or proposed during the year ended 31
December 2019, nor has any dividend been proposed since the end
of the reporting period (2018: nil).
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17.LOSS PER SHARE 17. 8RE18
The calculation of the basic and diluted loss per share attributable RAREBEABEERERNRESE
to the owners of the Company is based on the following data: BORBATEIEE
2019 2018
—E-hE —E-N\F
HK$000 HK$'000
FET FAT
Loss &8
Loss for the purpose of basic and diluted RERERNREEEENS 2
loss per share [E518
(Loss for the year attributable to (RRAHEA
owners of the Company) FE(REAEE) (106,067) (75,533)
2019 2018
—E-hF —E-N\F
‘000 ‘000
TR F &
Number of shares ROEE
Weighted average number of ordinary shares BtERERREFHEMS 2
for the purpose of basic and diluted loss TR hnRE 19 B
per share 5,084,283 4,201,149
The computation of diluted loss per share for the year ended 31 BARAARBREZITEERNARR]
December 2018 does not assume the exercise of the Company’s Bz FHmE BEEHEZZT—N\
share options because the exercise prices of those options were F+_A=Z+—BULHFEZ2ERESE
higher than the average market price of the Company's shares. BRI RREZEERERTR:
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18. PROPERTY, PLANT AND EQUIPMENT 18. ¥ BMERZE
Furniture
and Office Motor Leasehold
fixtures equipment vehicles  improvements Total
BRREE BOERSE RE HENERE @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAR FEL FAR FAR FEL
cosT KA
At 1 January 2018 RZE-\F—R—A 765 2,158 13,600 477 17,000
Exchange realignment S (20) (13) (132) = (165)
Additions NE 50 128 = = 178
Written off ik - (44) - = (44)
At 31 December 2018 and RZE-N&
1 January 2019 TZAZ+-Ak
“E-hnE-A-R 795 2,229 13,468 477 16,969
Exchange realignment EHA% (8) (5) (69) = (82)
Acquisition of subsidiaries WERBAR - 64 744 = 808
Additions AE - 112 - - 12
Written off M (1) (57) - - (58)
Disposals HE = = (139) = (139)
At 31 December 2019 RZZ-NEF
+-A=1+-H 786 2,343 14,004 477 17,610
ACCUMULATED DEPRECIATION ZAMERAME
AND IMPAIRMENT
At 1 January 2018 R_E-\F-HA—-H 413 798 6,875 437 8,523
Exchange realignment 5 A% (8) (21) (93) = (122)
Provided for the year ENEE 93 773 2,723 40 3,629
Written off ik - (43) - = (43)
At 31 December 2018 and RZE-N\F
1 January 2019 +ZRZ+-Hk
ZZ-N¥-A-8 498 1,507 9,505 477 11,987
Exchange realignment EiAE %) @) (48) = (59)
Provided for the year ENEE 156 552 2,405 = 3,113
Written off M (1) (24) = - (25)
Disposals i - = 9) = 9)
At 31 December 2019 RZZ-NEF
+-A=1+-H 646 2,031 11,853 477 15,007
CARRYING VALUES FRE
At 31 December 2019 RZZ-NE
+-R=1+-H 140 312 2,151 - 2,603
At 31 December 2018 RZE-N\F
T-A=1-H 297 722 3,963 = 4,982
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18. PROPERTY, PLANT AND EQUIPMENT

19.

(CONTINUED)

18.

The above items of property, plant and equipment are depreciated
on a straight-line basis at the following useful life and rates per

ME BERRKE @

EimE BERREEBREERE
I AT Al A B e S REHRITE

annum:
Furniture and fixtures 10% - 33.33% B REE 10% —33.33%
Office equipment 10% - 33.33% MAERME 10% —33.33%
Motor vehicles 16.67% - 33.33% T 16.67% —33.33%
Leasehold improvements Over the term of the lease or three HEWHERE HEFHN=F
years, whichever is shorter (AEEEAHE)
RIGHT-OF-USE ASSETS 9. EHAEEE
2019 2018
—E-AE —E-)N\F
HK$'000 HK$'000
FER FET
At 31 December R+=—A=+-—H
Right-of-use assets HRAEEE
— Office premises and staffs’ quarters —WAEMEREERS 24,164 =
Lease commitment of short-term leases RHHE 2 HERE 303 -
The maturity analysis, based on ERARBBRBE S TENLTER
undiscounted cash flows, of the HEAGENINEBA ST
Group’s lease liabilities is as follows:
— Less than 1 year ——FR 26,193 =
- Between 1 and 2 years ——EMF 5,922 =
32,115 -
For the year ended 31 December BE+-A=+—-HLEE
Depreciation charges TEBH
— Office premises and staffs’ quarters —-MAEMEREERS 19,023 =
Lease interest HEM S 3,806 -
Expenses related to short-term leases EHEERERE 3,965 =
Total cash outflow for leases HERES ML AR 21,511 =
Addition to right-of-use assets REGAEEE 18,268 =
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RIGHT-OF-USE ASSETS (CONTINUED)

The Group leases various premises and staffs’ quarters. Lease
agreements are typically made for fixed periods of one to three
years. Lease terms are negotiated on an individual basis and
contain a wide range of different terms and conditions. The lease
agreements do not impose any covenants and the leased assets
may not be used as security for borrowing purposes.

19. FFAEEE &)

AEEHEZEMELREES -HE
HENEEHRBE S —E=F-HE
RRTIRE R EEETER B8R
N[ 9 18R R R M6k 1 o 195 o 3 4 e 0
TR MEEEETSREERA
RH)PELR

INVESTMENT PROPERTIES 20. REW*
2019 2018
—E-hF —E-N\F
HK$°000 HK$'000
THER FAT
At 1 January w—H—H - -
Addition on acquisition of subsidiaries WENB AR ZARE 132,571 -
Fair value losses NEEEE (16,086) -
Exchange differences N =58 (5,008) -
111,477 =

The fair value of the Group’s investment properties as at 31
December 2019 have been arrived at on the basis of valuation
carried out by independent professional qualified valuer not
connected to the Group. The valuation of investment properties
have been calculated using income capitalization approach by
reference to net rental income allowing for reversionary income
potential.
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Goodwill was allocated to the following cash generating units
("CGUs"):

(i)  Regulated financial services business;
(ii)  Property brokerage services business;
(iii) Building architecture and interior design services business.

The recoverable amounts of the CGUs has been determined
based on the value-in-use calculation with reference to a
valuation performed by independent professional qualified valuers
not connected to the Group. That calculation uses cash flow
projections based on financial budgets approved by management
of the Group covering a 5-year period. Cash flows beyond 5-year
period are projected using approximately 3% growth rate. Other
key assumptions for the value-in-use calculations relate to the
estimation of cash inflows/outflows which include budgeted
revenue from regulated financial services business, property
brokerage service business and building architecture and interior
design services business, such estimations are based on the CGU'’s
past performance and management'’s expectations for the market
development.
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21. GOODWILL 21. 88
HK$'000
FAET
COST B AR
At 1 January 2018, 31 December 2018 and RZZE-N\F—-—A—A8"
1 January 2019 —N\F+ZA=+—HBRK
=—NF—HF—H 71,582
Acquisition of subsidiaries U RS BT B A ) 22,521
Exchange differences ME H =5 (459)
At 31 December 2019 R=ZZF—hF+=-—A=+—H 93,644
IMPAIRMENT VERIE]
At 1 January 2018 RZZE—-—N\F—H—H -
Provided for the year FRNREE 28,982
At 31 December 2018, 1 January 2019 and RZE—N\F+ZA=+—8"
31 December 2019 —hLF—A—HK
—hE+=-A=+—81 28,982
CARRYING VALUE BREE
At 31 December 2019 RZZE—-hFE+=ZA=+—H 64,662
At 31 December 2018 R=ZF—-NF+=-A=+—H 42,600

BEROOEETIREELEM (]
TELEM]):

(i) ZRETHMRBES:
(i) MELLRBES:

(i) BFEERETNRFTRBER -
ReEEBNU s T KESEDIZRBRE
AEEFEET WREEASEHRE
MECBYREEERGEMMTEST
B ZAEFERAERAEEEEE
HERFHEZMRBEEEL RS
METER - tﬂﬂi%ﬁZﬁ%mi&
RBRIBREEFSH - HEMER
MEMEER mﬁ&ﬁu‘ff/@uim}\/
ML B REIRESRRGSES -
%%m%%%%%&§+ﬁ%&i
AT RIS E B EANTEE W ES - &5
ERReEASUNBAEARARER
BHmMIZERATERED -
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For the year ended 31 December 2019&; %2 = &

GOODWILL (CONTINUED)

The discount rates used are pre-tax and reflect specific risks
relating to the relevant CGU and are summarized as follows:

e BHRRME

—NFFTZA=F—HILFE

BB

PRAREIR R BTATN R - A RMRINGE
EBAARE I ERE  SilmT

2019 2018

—E-hEF —E-\F

(i) Regulated financial services business () XHEESBRBEB 14.12% 16.50%

(i) Property brokerage services business (i) MEL LR ED 18.90% N/A 7 i A
(iii) Building architecture and interior design (i) 2 FEHE & E N & T RS

services business Ey 16.82% N/A i A

No impairment for the goodwill was recognised in profit or loss
for the year ended 31 December 2019 (2018: approximately
HK$28,982,000).

INTANGIBLE ASSET

HE-_Z-NF+-_A=+—HILEE
LR %gﬁﬂhﬁﬁwﬂ%/ﬁwa(—f N
£ 1 4928,982,000/8 7T ) °

2.EBEE

Money
lending
license
ME R
HK$'000
FHET
COST AND CARRYING VALUE AR KM ERE A
At 1 January 2018, 31 December 2018, RZZE-—NF—H—H"
1 January 2019 and 31 December 2019 —T-NF+=ZA=+—8"
E—-NF—A—BK
—hE+=-A=+—H 811

The license has a legal life of 1 year but is renewable every year
at minimal cost. The Directors are of the opinion that the Group
would renew the license continuously and has the ability to do
so. Various studies including product life cycle studies, market,
competitive and environmental trends, and brand extension
opportunities have been performed by management of the Group,
which supports that the license has no foreseeable limit to the
period over which the provision of services restricted by license are
expected to generate net cash flows for the Group.
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22. INTANGIBLE ASSET (CONTINUED)

23.

As a result, the license is considered by the management of the
Group as having an indefinite useful life because it is expected to
contribute to net cash inflows indefinitely. The license will not be
amortised until its useful life is determined to be finite. Instead, it
will be tested for impairment annually and whenever there is an
indication that it may be impaired.

At 31 December 2019, management of the Group determines that
there are no impairments of the cash-generating unit containing
the license with indefinite useful life.

The recoverable amount of the cash-generating unit containing the
license is determined on a value in use calculation. Management
of the Group prepared a cash flow forecast based on financial
budgets approved by management covering a 5-year period, and
discount rate of 16.50% (2018: 16.50%). The forecast for the
budgeted period was based on the approved loan agreement
entered before the reporting date and the expectations for the
market development in the money leading business. Management
believes that any reasonably possible change in the discount rate
would not cause the carrying amount of the cash-generating unit
containing a license to exceed the recoverable amount of the cash-
generating unit.

—NFEF+_A=+—HIFE

2. EBEEE ()

Hit  AEBEREERAZERAEFE
RERFH AATEHZERAIERIE
HIBEMAFE - JBRE T2 EH
BEZAGAFHREEARBR AR -
EBSFIRBERRETETEE T
R E R TR E R o

“E-NF+ZA=+—8 F£H
EREETHEEHAEREAFHL
MRS EABMIWEBIRFE-

BEMBzESELEM KOS
BIVRRATE 2 FREBRET A%
EEERANKERBILERFHE
BHRBEELRS RSB - MR K
%mso% —E—)\F:16.50%) °
B8 M 28R T E R R R E B H AT
JizmM&% eI E N
WIS ENBHMIEL - BEEEBHRE
BIRR (I MAEEEHETeE
BEEMBZHEcEAEMNZEREE
AR SELSEM 7o WEISEE-

INTEREST IN ASSOCIATES 3. RBE ATz ER
2019 2018
—E-hEF —E-N\&F
HK$'000 HK$'000
FET FAT
Costs of investment in associates AR &N F) 2 1B AR 44,250 -

Share of post-acquisition profits and other fEHﬁZE%Tém%‘J&

comprehensive income Hh 2w 3,079 -
47,329 -
Amount due to an associate FE S — R B & R B 5B (6,521) =

For the year ended 31 December 2019, the Group acquired
25% equity interest in Treasure Cart Holdings Limited at a net
consideration of HK44,250,000, representing cash consideration
of HK$45,000,000 less fair value of contingent consideration
receivable arising from profit guarantee clause of HK$750,000 as
at the date of acquisition. The acquisition was completed on 21
June 2019. After the acquisition, Treasure Cart Holdings Limited
and its subsidiaries (collectively as “Treasure Cart Group”) became
associates of the Group and have been accounted for using equity
method.
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N £ B Ug B Treasure Cart Holdings Limited
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For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

23. INTEREST IN ASSOCIATES (CONTINUED) 23. REFE NE 2 ()
As at 31 December 2019, the Group had interests in the following R-ZE—HhhE+-_RA=+—H8 K&E
associates: RO T B 2 A R A M2
Proportion
of ownership
interests
indirectly Proportion
Place of Class of held by of voting Principal
Name of entity incorporation  shares held the Company power held activities
NG|
FENEE FRERE
ERER EMHILH RO ER EERL RuEbfl FEER
Treasure Cart Holdings Limited British Virgin Ordinary 25% 25% Investment holding
Islands
EERAHES TR REZKR
Elite Step Limited Hong Kong Ordinary 25% 25% Investment holding
ERERRAA s g REZKR
Beijing Shudikang Enterprise PRC Registered capital 25% 25% Investment holding
Management Company Limited*
TREERCEERERAA HE AMER REZKR
Beijing Shuwu Big Data Research PRC Registered capital 25% 25% Provision of financial
Company Limited* information, solution

and data analytical
services in the PRC

T RERABEREARAA FE ERER R IEHE AR -
AR RRBESTRS

Tiansuan Lianghua (Beijing) Capital ~ PRC Registered capital 8.25% 8.25% Investment fund
Management Company Limited* management

XEE (AR)EAERBERAR +E AER REESER

The summarised financial information in respect of Treasure B#Treasure Carte B B H A KB E

Cart Group that is material to the Group is set out below, which BEZ7MBENBRMAT RERE

represents amounts shown in the associates’ financial statements BAEMBRELBFBR 2B E NEH

prepared in accordance with HKFRSs and adjusted by the Group for BWMEMTE&E EEASENERS

equity accounting purposes including any differences in accounting FFEMELRAZE  BESBERNERA

policies and fair value adjustments. ZERRNFERHE
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23. INTEREST IN ASSOCIATES (CONTINUED)

W — = HiLFE

23. REFE N E 2 (1)

Treasure
Cart Group
Treasure Cart
£®
HK$'000
FER
At 31 December 2019 R-ZZE-—hE+=-RAR=+—8

Non-current assets ERBEE 13,851
Current assets BN & E 41,253
Current liabilities VEA=RE (31,017)
Non-current liabilities e e N=R (3,193)

From 21 June 2019 (date of acquistion) to —E—hAFEANA=-+—H (KEAH) =

31 December 2019 —E-hFE+=ZBR=+—8

Revenue for the period A 39,064
Profit for the period HA A 4 A 20,765
Other comprehensive income for the period  H#J A £ b 2 /& W 2k (291)
Total comprehensive income for the period — HiN & HE Uk 55 4858 20,474

Reconciliation of the above summarised financial information to
the carrying amount of the interest in the associates recognised in
the consolidated financial statements is set out below:

2019
—E-hF
HK$'000
FExT
Net assets of Treasure Cart Group Treasure Cart& Bl 2 B E FE 20,894
Less: Non-controlling interest B FEE R R A (20,187)
Equity attributable to the owners of Treasure Cartse BB A FE(L =
Treasure Cart Group 707
Proportion of the Group's ownership interest 7<% [B 7 Treasure Cart%e [B /5 #E A 25 b 71
in Treasure Cart Group 25%
Goodwill S 47,153
Carrying amount of the Group's interest in A& E R Treasure Cart( E % 2 BRI A
Treasure Cart Group 47,329
As at 31 December 2019, the bank and cash balances of the RZE-—NF+-_A=1+—8 £5£H
Group' associates in the PRC denominated in RMB amounted to R EBERRZRITRIRSEHRI
approximately HK$2,416,000. Conversion of RMB into foreign ARMESHE - 952,416,000 7L AR
currencies is subject to the PRC's Foreign Exchange Control B 5 MK SN 7B 38 <7 R B AN EE B TR 1K
Regulations. ) -
There is advanced payment from an associate of approximately R|EHR - KA R E QR B
HK$6,521,000 at the end of the reporting period. The amount due TR /% #96,521,0008 TT ° 7% & B /5
TR 2ERAKREREE-

is unsecured, interest-free and repayable on demand.
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24. FINANCIAL ASSETS AT FAIR VALUE 2. MAFEFAEMEZEH WS
pd

THROUGH OTHER COMPREHENSIVE THEE
INCOME
2019 2018
—E-NF —FN\#F
HK$’'000 HK$'000
FET FHET
Equity instruments RATE
Listed equity investment in London, RBBH ERARE -
at fair value (Note i,iii) BAFEFE (i) - 5,227
Unlisted equity securities in Hong Kong, REEIE ETRAE
at fair value (Note ii,iii) BAFERE (ki i) 11,230 10,940
11,230 16,167

Notes:

(i)

The Group's listed equity investment represented 9.09% equity interest
in a company listed in Alternative Investment Market of London Stock
Exchange. The listed equity investment is measured at fair value and is
classified as level 1 fair value measurement (see note 8). During the year,
the Group disposed all of the investment at its fair value of HK$4,000,000
for raising working capital for the Group. The cumulative loss of the
disposal of this investment amounted to HK$1,227,000 was accumulated
in the investment revaluation reserve.

In 2002, the Group, through an acquisition of a wholly-owned subsidiary,
acquired 30,000,000 promoters’ shares in Beijing Beida Jade Bird Universal
Sci-Technology Company (“BBJB”) (the “Promoters’ Shares”) of RMBO.1
each at a consideration of HK$38,250,000, which is equivalent to 2.18%
of total issued share capital (including H shares and Promoters’ Shares) of
BBJB as at the end of the reporting period.

BBJB is a joint stock company with limited liability incorporated in the PRC
with its H shares listed on GEM of the Stock Exchange (the “GEM Board").
The Promoters’ Shares were unlisted share capital issued by BBJB when it
was initially listed on the GEM Board in 2000. According to the Company
Law in the PRC, the Promoters’ Shares were not transferable within three
years from the date of incorporation of BBJB on 29 March 2000. The
unlisted equity investment is measured at fair value and is classified as level
2 fair value measurement (see note 8).
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(ii)

AEBZ EMBRAKREER —HRHES
RS BIEEMH AR H9.09% MK
e FMBRAREUNRTFEAERDBAE
—HEAFEFE (AKES) - FR - A%£E
& H A F 184,000,000/ T HHEFRAERE N
AAEBEELEES HERREZRAT
18 51,227,0008 0 RIEEEHEHER
ate

RZZZE-_F AEEERBKE—H2
B W B QA 1A38,250,00058 TR E A
30,000,0008 4L FiL K E BIRFRIERD A
RAR ([EABER]) SREEARKCT
ZEBRARG ([ERARG]) - BER®
HHRIEARAEREHITRALTE (BIEHRK
KRB ARR1D)2.18% ©

IAERERPREEMRIZBRHARE
FERTE - HHREH ZZFGEM ([GEM ]) k£
Mo BERARNDAIAERR-_ZZTFY
IRAEGEM E RS 3517 2 3E E IR A « AR IR
BEARE BRABRMALRAESKR_ZZ
TFEZA-tNABEMERIEF=ZFAT
BEE - FLEMBRAREUAFEFERD
BAE_BATETE (RHES) -
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24. FINANCIAL ASSETS AT FAIR VALUE 24. 1%
THROUGH OTHER COMPREHENSIVE 2

25.

INCOME (CONTINUED)

Notes: (Continued)

n
&

Bt AEM2EKE
Bl E E ()

nl_H

Bigr: (48)

(iii)  The above Investments are intended to be held for medium to long term. (iii)

Designation of these investments as equity investment of fair value through
other comprehensive income can avoid the volatility of the fair value
change of these Investments to the profit and loss.

Fair value loss of the financial assets at fair value through other
comprehensive income approximately HK$937,000 (2018: HK$14,655,000)
was recognised as other comprehensive expense during the year ended 31

December 2019.

FINANCE LEASE RECEIVABLES

All interest rates inherent in the leases are fixed at the contract

PREERRTFRAHE - HERERER
BAFEFARLCEZEARSEZBRAKRER
BEZEREZATEHEDHERELR
Pl

BE-_Z-—NAF+-A=+—HLEE"
RATEFARMEZARZEZEREEZ
AP EE B #937,0008T (T — N\
14,655,000/ 7T ) R AEMEE L

25. B mt &R & FOE

MEZMBBEBNZZBOHRRRE

date over the lease terms. KB ERETE
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
F#E&T FAT
Finance lease receivables JE U 3 & R & FE 53,965 213,980
Less: allowance for impairment of finance R e U B A R SR (B R e
lease receivables (34,462) (35,195)
Finance lease receivables, net JEW R ETHE A SR8 19,503 178,785
Analysed for reporting purposes as: HBEEMNDTA:
— Non-current assets —JERBEE 4,215 S
— Current assets —REBEE 15,288 178,785
19,503 178,785
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25. FINANCE LEASE RECEIVABLES (CONTINUED) 25. EMEBRERE @)
The movements on the allowance for impairment of finance lease FERFEEEF IR EREEHINT

receivables are as follows:

2019 2018

—E-hEF —E-N\F

HK$°000 HK$'000

FER FHET

At 1 January m—H—H 35,195 22,756
Exchange realignment ME 5 8 & (733) (1,156)
Impairment loss recognised B ERREEE - 13,595
At 31 December R+=-—A=+—H 34,462 35,195

Present value of
Minimum lease payments minimum lease payments

BEREMNR BEREARZEE
2019 2018 2019 2018
“E-NE T\ ZE-hE —T-)\#&
HK$'000 HK$'000 HK$'000 HK$'000

TET TET THT TEL

Finance lease receivables comprise: R EHERERRE:
Within one year —%R 15,360 179,019 15,288 178,785
After one year but within two years —F& BRRFA 4,215 - 4,215 =
19,575 179,019 19,503 178,785

Less: unearned interest income B RREFI R A (72) (234) - -
Present value of minimum lease BUFERERRZEEA

payment receivables 19,503 178,785 19,503 178,785
Effective interest rates of the above finance leases range from 6% Ll ERECERFNENF6%E
to 8% (2018: 6% to 8%) per annum. As at 31 December 2019 8% (ZE—N\F:6%E8%) - HR_F
and 2018, finance lease receivables are secured over the motor —NERZZE-N\F+ZA=+—8"
vehicles and plant and machinery leased and for certain corporate FEREERERIBEANRBURKE &
lessees, equity interest of the lessees are required as additional THEMESERE Rt e TOoEAHEA
security. i B EEAREERBREINER -
Before accepting any finance lease arrangement, the Group EEZTHRERERHEN A58
assesses the financial strength of the lessee and considers the AP AZHBEN  WEBRTZ
credit limit granted to the lessee. In addition, the Group may EEAZEERE - WIN HBE K
request for the guarantor with strong financial status where SETEERABERRMBNRAZE
necessary. RmAe
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25. FINANCE LEASE RECEIVABLES (CONTINUED) 25. BN mERERIE (5)

As at 31 December 2019, finance lease receivables before
allowance for impairment of approximately RMB40,372,000,
equivalent to approximately HK$45,006,000 (2018: approximately
RMB172,403,000, equivalent to approximately HK$196,278,000)
was past due. Included in the carrying amount of the above
finance lease receivables as at 31 December 2019 are two
individually impaired receivables of approximately RMB30,913,000,
equivalent to approximately HK$34,462,000 (2018: approximately
RMB30,913,000, equivalent to approximately HK$35,195,000)
which impairment was made due to customers’ default in
payment. The Group has taken legal actions against these
customers and considered the legal opinion from independent
legal advisers during impairment assessment. For the remaining
past due amount of approximately RMB9,459,000 (equivalent
to approximately HK$10,544,000), the Group is still negotiating
practicable repayment terms and schedules subsequent to the end
of the reporting period. Accordingly, the Directors considered no
further impairment loss needs to be recognised.

Management closely monitors the credit quality of finance lease
receivables and considers the finance lease receivables that are
neither past due nor impaired relate to finance lessees for whom
there was no recent history of default. As at 31 December 2019,
the age of the finance lease receivables was within three years
(2018: within three years) based on the effective dates of the
relevant lease contracts.
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26. TRADE AND OTHER RECEIVABLES

26. B W iR =X K H Ath FE I RRIR

2019 2018
—g-nE  —FT-N&
HK$°000 HK$'000
FET FHET
Trade receivables arising from trading business B & 2£ 7 fff &£ 4 2 JE W ER 7K 152,947 149,424
Trade receivables arising from the securities EH M EKILEBTELZ
and futures brokerage business JE YT BR 3R 3,111 16,341
Trade receivables arising from MEMEXBESXZ
finance leasing business JE YT BR 3R 502 7,053
Trade receivables arising from international ~ BIFfnZE KF FEiEE
air and sea freight forwarding business FRTEE 4 2 FE W AR 3K 1,709 2,041
Less: allowance for impairment R E R (1,454) (1,464)
255 577
Prepayments TEfTRIE 2,530 2,410
Deposits and other receivables e & E A EYFKIA 17,836 9,827
177,181 185,632

The Group's trade receivables arising from securities and futures
brokerage business include Hong Kong Futures Exchange
Clearing Corporation Limited (“HKFECC") and brokers
with carrying amounts of approximately HK$50,000 and
HK$3,061,000 respectively (2018: approximately HK$696,000 and
HK$15,645,000 respectively).

The Group allows an average credit period normally ranging from
30 days to 180 days (2018: 30 days to 180 days) to its customers.
The following is an aged analysis of trade receivables (net of
allowance for doubtful debt) presented based on the invoice date
or the payment date as stated in the respective contracts at the
end of the reporting period, which approximates the respective
revenue recognition date.
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26. TRADE AND OTHER RECEIVABLES (CONTINUED)

26. B W iR 0 K HL Ath FE IR IR

()

International
air and sea
Finance freight
Trading leasing forwarding
business business business
) EEAER
BEEXYE REHEEK BSLEEXEHR
HK$'000 HK$'000 HK$'000
TR FTHER THER

2019: —E-NF:
Within 30 days 30HIA 152,947 - 152
31-60 days 31£260H - - 62
61-90 days 61290H - - 20
Over 90 days HiE90H - 502 21
152,947 502 255
International
air and sea
Finance freight
Trading leasing forwarding
business business business

\ _EBmE

BEEXY HEHSEYR BLEEBEH
HK$'000 HK$'000 HK$'000
FHAT FTHET FAT

2018: —E-)N\EF:
Within 30 days 30E A - - 227
31-60 days 31£260H - 6,541 84
61-90 days 61290H - - 150
Over 90 days H3iB90H 149,424 512 116
149,424 7,053 577

The settlement term of trade receivables arising from the securities
brokerage business are two trade days after the trade execution
date. The trade receivables from HKFECC and futures brokers are
repayable on demand which represent amounts deposited for trade
execution purpose.

Included in the Group's trade receivable balance are debtors with
aggregate carrying amount of approximately HK$523,000 (2018:
HK$150,052,000) which were past due at the end of the reporting
period and for which the Group has not provided for doubtful
debt. The Group does not hold any collateral over these balances.
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For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

26. TRADE AND OTHER RECEIVABLES (CONTINUED)

The aging analysis of trade receivables that were past due but not
impaired based on the invoice date or the payment date as stated
in the respective contracts at the end of reporting date, which
approximately the respective revenue recognition date, is as follow:

26. FEW BR X &% H b FE W FR 18

(%)

P& BER BEZRZAHKEHEE
WETEH 2 A (BT B RS ER
HAFR3T ) B 8 BB R (E 2 FE U BR TR BR
BT :

2019 2018

= i —FN\#F

HK$’'000 HK$'000

FER FHET

Over 90 days HBiE90H 523 150,052

Trade receivables that were past due but not impaired related to a
number of independent customers that have a good track record
with the Group. Based on the past experience, the management
believes that no impairment allowance is necessary in respect of
these balances as there has not been a significant change in credit
quality and the balance are still considered fully recoverable.

The movements in allowance for doubtful debts of trade
receivables were as follows:

ERHEEREZREET SRS A
HAEEAAERFAEBRHEIBILR
P-EBERKR EEEMRGE AR
FEEERVESEREH ZFERIDK
BRA2HWKE - HBARZEERT
BB R

FEM BR R 2 RER BB E ST

2019 2018

—E-hEF —E-N\F

HK$'000 HK$'000

FExT AT

1 January —HA—H 1,464 1,460
Exchange realignment M 5 A (10) 4
31 December +=-—A=+—H 1,454 1,464

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 on a regular
basis.

Trade receivables that were neither past due nor impaired related
to customers for whom there was no recent history of default.
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26. TRADE AND OTHER RECEIVABLES (CONTINUED)

The Group applies the simplified approach under HKFRS 9 to
provide for expected credit losses using the lifetime expected loss
provision for all trade receivables. To measure the expected credit
losses, trade receivables have been grouped based on shared credit
risk characteristics and the days past due. The expected credit
losses also incorporate forward looking information.

26.

FE Wt Al SRR B2 L £l B Ui R R

(%)

AEBEREBMGREERNFEIRIA
TZEeIE REBRERR 228
BEHIBBRRETIRENEEEE A5
ERMEERER CREXREEER
R % 38 HA K B R M R s 0 4B - TR
EEBETESRELEEX-

Over Over Over
30 days 60 days 90 days
Current past due past due past due Total
B & 30K B £ 60K M L 90K M L @t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TERT TER THERT TER
At 31 December 2019 R-E-h#F
+=A=+-H
Weighted average expected i35 B 518 %
loss rate - - - 74% 0.9%
Receivable amount (HK$'000) RJMEI< %8 (F/&T) 156,292 - - 1,977 158,269
Loss allowance (HK$'000) BREEE (FHET) - - - 1,454 1,454
At 31 December 2018 RZZ-N\5F
+-A=+—"H
Weighted average expected N F19FEHEE X
loss rate - - - 1% 0.8%
Receivable amount (HK$'000) AJ Mgl & %8 (T L) 23,343 - - 151,516 174,859
Loss allowance (HK$'000) BREEE (TET) - - - 1,464 1,464
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27. FINANCIAL ASSETS AT FAIR VALUE

27. B AR EFAEBEZZEME
THROUGH PROFIT OR LOSS E

2019 2018
ZE-NF —E-N\EFE
HK$’000 HK$'000
FET FHEIT
Financial assets at fair value through RATEFABRZZEREE:
profit or loss:
— Equity securities listed in Hong Kong — BB LTRAES 1,287 3,003
— Contingent consideration receivable — IR E AT EE 2
arising from profit guarantee clause in St MR 78 IR RRE A 2 R Sk
relation to the acquisition of associates RNRE - =
1,287 3,003

Financial assets at fair value through profit or loss are stated at fair
value. The fair value of the listed securities has been determined
by reference to published price quotations in active markets. Loss
on fair value change on financial assets at fair value through profit
or loss of approximately HK$1,716,000 (2018: HK$13,377,000)
has been recognised in profit or loss during the year ended 31
December 2019.

The fair value of the contingent consideration receivable has been
determined by reference to difference scenarios of forecasted
profit. Loss on fair value change on financial assets at fair value
through profit or loss of HK$750,000 (2018: nil) has been
recognised in profit or loss during the year ended 31 December
2019.

No financial assets at fair value through profit or loss were
disposed of during the year ended 31 December 2018 and 2019.
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28.

29.

PLEDGED BANK DEPOSIT

The bank deposit of approximately HK$58,000 (2018: HK$58,000)
was pledged by the Group for the purpose of issuing a guarantee
by the bank to a service provider for security against default
payment as at 31 December 2019. The pledged bank deposit
carried at fixed interest rate of 0.95% (2018: 0.35%) per annum
for the year ended 31 December 2019.

BANK BALANCES AND CASH
Bank balances - trust and segregated accounts

The Group receives and holds monies deposited by clients and
other institutions in the course of the conduct of the securities and
futures brokerage business. Such monies are maintained in one
or more segregated bank accounts. The Group has recognised the
corresponding liabilities to respective external clients and other
institutions as trade payables (note 32). However, the Group does
not have a currently enforceable right to offset those payables with
the deposits placed.

Bank balances - general accounts

Bank balances and cash comprises cash held by the Group and
bank balances that are interest-bearing at prevailing market
interest rates ranging from 0.01% to 0.30% (2018: 0.125% to
0.30%) per annum and have original maturity of three months or
less.

Included in bank balances and cash are the following amounts
which are subject to foreign exchange control regulations or not
freely transferable:

28.

29.

SEFRTERK

R-ZZE—hhE+-_A=+—8 K&
B2 BRI E A A58,00008 T (=&
— J\4F : 58,0008 7T) * LABIRITHE
N FRE % 2w R TS 1 e B 4
ReBEZE—NF+_A=+—HL
FE - BEMARTHERABTF X
0.95%Ft B (ZE—N\F:0.35%) °

RITHEHREE
RITEHR-EERBILRF

AEBEEETESRPERLEKK
SERMARBBEEPREMBBERLZ
BOR - ZEFRANFEN—E8% @S
MEVRTTERF © NS B O HER H B 5P
EPREMBENHEBRESENE
R (MIEE32) o PR » 7N 52 835 B 3 488 LA
PrFEF B %S RN RIAN A’
HIBITHRER) o

RITHESR - —RERF

RITEBREBESBEAEEMERS
NIR1THE S BIRITMEFEFE0.01%
20.30% (ZZF—N\F:0.125% %
030%):t 5 BRIHBA=EAK
BATR o

RITREBERE ST ANTARINES
AR BIRR Bl S R] B BB 2 BUR

2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FHET F#&IT
Amounts denominated in: LA P &8 5B 2 5/IE -
RMB AR 18,238 57,999
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30. LOANS AND INTEREST RECEIVABLES 30. ERER KR A

2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FET FET
Loans receivables: FEWE R :
Secured BHEA 40,000 46,000
Unsecured 2 4K 19 393,905 329,620
433,905 375,620
Interest receivables JE WU B 31,515 29,902
Less: allowance for impairment of loan and  J& : JiE W0 & 7% & F 50 (B B 15
interest receivables (43,466) -
Loans and interest receivables, net ERERKFE  F5 421,954 405,522
Analysed for reporting purposes as: HBEEMNITA:
- Non-current assets —SERBEE 105,369 55,000
— Current assets —REBEE 316,585 350,522
421,954 405,522

EWE R RN B ZREBEREED

The movements in allowance for impairment loss of loan and

interest receivables were as follows: AN
2019 2018
—®-RE  ZT)\F
HK$'000 HK$'000
FET FET
At 1 January m—H—H - -
Impairment loss recognised BRI EEE 43,466 =
At 31 December R+tZA=+—A” 43,466 -
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30. LOANS AND INTEREST RECEIVABLES 30, EER KRR E (4

(CONTINUED)

As at 31 December 2019, secured loans before allowance for
impairment of HK$40,000,000 were secured by assets charges
provided by borrowers (2018: HK$46,000,000 secured by shares
or assets charges provided by borrowers). The Group does not
hold any collateral over the unsecured loans. The remaining
loans amount before allowance for impairment of approximately
HK$393,905,000 (2018: approximately HK$329,620,000)
represents unsecured loans certain of which are accompanied
by personal or corporate guarantee. The loans advanced to the
borrowers under the Group’s money lending business normally had
loan periods from 5 to 54 months (2018: 5 to 30 months). The
loans provided to borrowers bore interest rate ranging from 8% —
15% per annum (2018: 8% — 15% per annum), depending on the
individual credit evaluations of the borrowers. These evaluations
focus on the borrowers’ financial background, individual credit
rating, current ability to pay, and take into account information
specific to the borrowers as well as the guarantees and/or security
from the borrowers (where necessary). The loans provided to
borrowers are repayable in accordance with the loan agreements,
in which the principal amounts are repayable on maturity and the
interests are repayable half-yearly, yearly or on maturity.

The following is an aged analysis of loans and interest receivables
(net of allowance for impairment), presented based on the dates

—NF+—A=Z+—8 HBkR
E}%fﬁﬁ A I fE W E 7040,000,0007%
THERAREBEZEERCIEARAR
(== — )\ : 46,000,000 Jt 5 i
BRAREZERHDKEERCIELE
) AEBVEMREEBERZET
AEF R - R B ERENERE
%6 49393,905,0008 L (ZE— N\ F:
7%96xum&%m)ﬁ$wﬂﬁfm H
PETEEMNEMASATER A&
ErEEXBETERAZERZE
HHEE ASES4EA (ZE—NF:
S5E30fE A) - REFERAZERIER
NFFESHEISUZHER(ZF— N\
¢ BF8%E15% )5t B EEUARE

HAZBAREEFTH - ZEFHEEER
1“”/\257}5‘%“% BEAZEFH ]
B BE T AT R B FRA Z B E B R
AR B ERAZRE R SHIEA (10
M)  REFERAZENTEREE
RIBZEE SRR REENEHARE
ERAEEGEF FFRREHEE
B

AT RRABRAR L ER LB
B RB25 2 Y E TR (Fkk

which loans are granted to borrowers and interests are accrued. WERE) 2RI
2019 2018
—EB-NF —FN\#F
HK$’'000 HK$'000
FHER FAT
Within 90 days 90H A 8,995 7,238
91 — 180 days 912180H 60,429 49,457
181 - 365 days 1812365H 71,077 64,423
Over 365 days iBiE365H 281,453 284,404
421,954 405,522
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30. LOANS AND INTEREST RECEIVABLES

(CONTINUED)

As at 31 December 2019, loans and interest receivables before
allowance for impairment of approximately HK224,138,000 (2018:
approximately HK$294,444,000) were past due. Included in the
carrying amount of the above loans and interest receivables as
at 31 December 2019 are one individually impaired receivables
of approximately HK$43,466,000 (2018: nil) which impairment
was made due to borrower’s default in payment. Subsequent to
the end of the reporting period, approximately HK$7,152,000
were settled. The remaining past due amount of approximately
HK$173,520,000 are due from several borrowers with whom the
Group is negotiating practicable repayment terms and schedules.
The Directors assessed their creditworthiness and financial position
and are of view that no impairment loss is necessary. The Group's
neither past due nor impaired loan receivables mainly represented
loans granted to creditworthy customers for whom there was no
recent history of default. Accordingly, the Directors considered that
no further impairment loss is necessary. Saved for the aforesaid
secured loans, the Group does not hold collateral over other
balances.
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—AEFZA=F— AR

30. ERER R AR 4

R-ZZE—hE+_A=+—H 10
BROREREN 2 BRER KT EL
224,138,000t (ZZE — \F : 49
294,444,0007 L) BEEE - R=F— N,
FH+-A=+—8 " EiERERKF
Ezﬁﬁﬁ@@%ﬁ—lﬁmﬁmﬁzm&z
H4943,466,000/8 70 (Z T — N\ F:
7> ZOBETEE PR AT KT
R EIR 1% - #97,152,0008 T B #
B - TaHAREARREAERA
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BAEELREEE - AEBZ KBEIR
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31. OTHER LOANS AND INTEREST RECEIVABLES

3N.HMEKRERRFE

2019 2018
—g-nE —ET-\F
HK$'000 HK$'000
FET FAET
Other loan receivables: Hi K ER:
— Loans related to a debt settlement —HEKSEREAEBIER
agreement (Note i) (B 3Ei) 66,886 -
— Advance to a third party (Note ii) —ME=F R (KEI) 6,689 -
73,575 -
Other loan interest receivables: Hip el ERF 8
— Loans related to a debt settlement —HEKSEREEBIER
agreement 5,574 =
— Advance to a third party —ME=ZFER 357 -
5,931 -
Analysed for reporting purposes as: HBEERIWTA:
- Non-current assets —JEMBEE 73,575 =
— Current assets —REEAE 5,931 =
79,506 -
Notes: B & -
() On 1 March 2019, Rongjinda Finance Lease Company Limited* (“Rongjinda () RZE-AF=ZA—B XRa2EWE

Finance”), a wholly-owned subsidiary of the Company, entered into
a debt settlement agreement with Heyuan City Dongjiangyuan Hot
Spring Resort Limited* (JAIJR T TR R E BB R 2 ) (“Heyuan
Dongjiangyuan”) and Beijing Kaiyitong Enterprise Management Limited
Company* (St RELEBMEEL AR A F) (“Beijing Kaiyitong”) pursuant
to which the parties agreed that Heyuan Dongjiangyuan shall repay the
outstanding principal lease cost, interest and service fees of approximately
RMB6,979,000 in total while the remain outstanding balance of
approximately RMB76,764,000 is assumed by Beijing Kaiyitong. On the
same date, Rongjinda Finance entered into a loan agreement with Beijing
Kaiyitong pursuant to which Rongjinda Finance waived the interest and
consultancy fees payable totalling approximately RMB16,764,000 and the
remaining outstanding loan balance of RMB60,000,000 (approximately
HK$66,886,000) will be repaid by 1 March 2021, with the interest rate of
10% per annum payable every six months. Further details are set out in the
Company'’s announcement dated 1 March 2019.
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OTHER LOANS AND INTEREST RECEIVABLES 31. HttEWERKRFE (&)
(CONTINUED)
Notes: (Continued) Bizr: (48)
(i)  The Group advanced RMB6,000,000 (equivalent to approximately (i) AKER-—FEPBEIE (BILE=F)EM
HK$6,689,000) to a corporation, an independent third party in PRC A R#6,000,0007T (48 & # 496,689,000/
with the interest rate of 8% per annum. The advance is secured by JL) TR EB8% o BFAZ A A150% i
50% shareholding in the corporation and guaranteed by the individual I B Z AR EARRREER RER
shareholder of the corporation, and will be repaid by 29 April 2021. T —FWAZ-+NBRIEER-
TRADE AND OTHER PAYABLES 32. FEAY R AR I HL At FE A4 SR IH
2019 2018
—E-NF —E-)\F
HK$°000 HK$'000
THER FHET
Trade payables arising from the securities BAEMBEREERREEZ
and futures brokerage business FEATBR R 6,397 24,776
Trade payables arising from international air BB Ze )8 S B ¥ 5
and sea freight forwarding services PREE & 7 RIS BR X 720 800
Trade payables arising from property MERLEREIEEZ
brokerage business FETRR 3R 1,048 -
Earnest money from finance lease receivables EW B EHERE 2 HE 3,344 7,081
Value-added tax payable JE - 5B T 1,157 960
Accrued charges et & 12,623 8,346
Other payables E & 5108 4,272 1,939
29,561 43,902
The Group’s trade payables arising from securities and futures REBERBBHSRAELLEBL 2

brokerage business include margin clients, cash clients and clearing
houses with carrying amounts of approximately HK$6,282,000,
HK$115,000 and HK$nil respectively (2018: HK$23,873,000,
HK$903,000 and HK$nil respectively).

For trade payables arising from the securities and futures brokerage
business, no aging analysis is disclosed for the Group’s margin and
cash clients and clearing house as these clients were carried on
an open account basis, the aging analysis does not give additional
value in the view of the nature of business of securities brokerage.
Also, the settlement terms of clearing house is two trading days
after the transaction dates.
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32. TRADE AND OTHER PAYABLES (CONTINUED) 32. ENRAK H L B RIR
(#&)
For trade payables arising from property brokerage business, no LY A A0 TG EE A 2 FE T BRFRIM
aging analysis is disclosed as the Group is yet to receive invoices HRAEBE RANREARWEEE -
at the end of the reporting period. The payables is accrued based AP AR R AR IR AT c BT RIBES R
on the monthly statements agreed with the respective agents. IEH MR AR E Rt o IRIBMARAR IR
According to the relevant agency contracts, the invoices will be R BEHRERAMAAREER
billed in the following month and the settlement terms is within 3 75’5 BEEAHR=FEEXER-

business days from the invoices date.

The average credit period on international air and sea freight I@"%ﬁn BERB2FHEE
forwarding services is normally ranging from 30 days to 90 A )|¥30EI:9OEI (ZE—N\F:
days (2018: 30 days to 90 days). The Group has financial risk 30HZE90R) - AEEF BV BRAKRE
management policies in place to ensure that all payables are settled BHRENREMBENKBIREE
within the credit timeframe. R ERALEE -
The following is an aged analysis of trade payables from T RREMEBRRRE B ZE
international air and sea freight forwarding services presented BERB ZENRROERESN - T
based on the invoice date at the end of the reporting period: REZEAHZE:
2019 2018
—E-hF —E-N\F
HK$'000 HK$'000
FHET FHET
Within 30 days 30HA 94 169
31-60 days 31&260H 1 =
61-90 days 61£290H 3 7
Over 90 days #3890 H 622 624
720 800
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33. LEASE LIABILITIES 33.J[HE&E
Present value of
Lease payments lease payments
HEMX HEARERE
31 December 31 December 31 December 31 December
2019 2018 2019 2018
“E-Ng ZE-)\& ZE-hFE ZT)\#&
+=A +=A +=A T+=A
=t-H =t+—-A =t-H E1=E
HK$'000 HK$'000 HK$'000 HK$'000
THER FEL THER FEL
Lease liabilities comprise: HEEERE:
Within one year —ER 26,193 - 23,848 =
In the second to fifth years, inclusive EMEEENT (BREEERE) 5,922 = 5,482 =
Less: Future finance charges o AKREER (2,785) = =
Present value of lease liabilities HEAERE 29,330 = 29,330 =
Less: Amount due for settlement ARt ZEARIBEELEE
within twelve months (RRBAEETIITR)
(shown under current liabilities) (23,848) -

Amount due for settlement after twelve R+ AR EZRHEEz L%

months 5,482 -
At 31 December 2019, the average effective borrowing rate was RZE—NF+ZA=+—H FHE
8%. BRIEE X B8% °
34. DEFERRED TAX 34. IR B IE
The following is the analysis of the deferred tax balances for MU BWMEMS BEHIBLER 2 DT
financial reporting purposes: wm
2019 2018
—E-hEF —E-N\F
HK$'000 HK$'000
FET FET
Deferred tax assets FEEFIBEEE 8,497 8,676
Deferred tax liabilities FERIBAE = =
8,497 8,676
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34. DEFERRED TAX (CONTINUED) 34 ERERIE (@)
The followings are the major deferred tax liabilities (assets) REAFER EFEBRAZETZRTEMN
recognised and movements there on during the current year and BEGE(EE) REEFHHPMRAOT
prior year:
Accelerated Impairment on
tax finance lease
depreciation Tax losses receivables Total
EHRE
MERERE BEEE HEEFERE EH)
HK$'000 HK$'000 HK$'000 HK$'000
THx THR THR THER
At 1 January 2018 RZZ-\&-F—-H 656 (656) (5.689) (5,689)
(Credit) charge to consolidated profit or loss: ~ B& A (FHA) Mk
~ current year movement -EHEEZY (656) 656 (3,399) (3,399)
Exchange realignment R AT - - 412 412
At 31 December 2018 and 1 January 2019 RZZ2-\$+ZR=+-Ak
“Z-h¥-A-H - - (8,676) (8,676)
(Credit) charge to consolidated profit or loss: ~ B&AEH (FrA) Mk
~ current year movement -BHEEED - = = =
Exchange realignment EiA% - - 179 179
At 31 December 2019 RIZ-NET-A=+-H = = (8,497) (8,497)
At 31 December 2019, the Group has estimated unutilised tax RZE—NF+ZA=+—8 K&H
losses of approximately HK$376,915,000 (2018: HK$341,642,000) A RE S AR SR F 2 (5T REV AT
available for offset against future profits. No deferred tax asset has 518 %) /5376,915,0008 7L (= F — N
been recognised in respect of estimated unutilised tax losses (2018: F :341,642,000/8 7T ) ° AR AR RETE A
nil) due to the unpredictability of future profit streams. H & 2 i F OR - U & B I MR g 51
RPABBEERRAELEHEBEE (=

T \F E)-
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34. DEFERRED TAX (CONTINUED)

The estimated unutilised tax losses of approximately
HK$358,139,000 (2018: HK$334,977,000) may be carried forward
against future taxable income indefinitely under the current tax
legislation in Hong Kong.

The estimated unutilised tax losses attributable to subsidiaries
in the PRC amounted to approximately HK$17,220,000 (2018:
HK$5,513,000) that will expire within five years from the end of
the reporting period.

The estimated unutilised tax losses attributable to a subsidiary
in Singapore amounted to approximately HK$1,556,000 (2018:
HK$1,152,000) of which the use is subject to the agreement of
the tax authority and compliance with certain provision of the
tax legislation in Singapore and may be carried forward against
future taxable income indefinitely. No deferred tax asset has been
recognised in relation to such deductible temporary difference as
it is not probable that taxable profit will be available against which
the deductible temporary differences can be utilised. The Group
had no other unrecognised deductible temporary difference as at
31 December 2019 and 2018.

Under the EIT Law of PRC, withholding tax is imposed on dividends
declared in respect of profits earned by PRC subsidiaries from 1
January 2008 onwards. Deferred taxation has not been provided
for in the consolidated financial statements in respect of temporary
differences attributable to accumulated profits of the PRC
subsidiaries (2018: nil) as the Group is able to control the timing of
the reversal of the temporary differences and it is probable that the
temporary differences will not reverse in the foreseeable future.
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35. SHARE CAPITAL

—NFEF+_A=+—HIFE

35. A&

Number of Number of Share Share
shares shares capital capital
RAEE B B B
2019 2018 2019 2018
“E-nE “B-N\E “E-hE “B-N\f
'000 ‘000 HK$'000 HK$'000
i T FEx TEL
Ordinary shares of HK$0.1 (2018: HK$0.1) each ~ BREEIET (ZE-NE:
0.1787T) 2 EBR
Authorised: EE :
At 1 January -A-A 25,000,000 50,000,000 2,500,000 2,500,000
Share consolidation (Note i) 1ﬁ91ﬁ (Bt &) = (25,000,000) = =
At 31 December R+ZA=1+-AH 25,000,000 25,000,000 2,500,000 2,500,000
Issued and fully paid: BRARME:
At 1 January n—A—-AH 5,084,283 7,264,566 508,428 363,228
Issue of shares upon placement of shares (Note ) R ECE M EETRS (HHEi) = 1,452,000 = 72,600
Issue of shares upon placement of shares (Note ii) #Af& (7 % Z17M47 ( FisEii) - 1,452,000 = 72,600
Share consolidation (Note i) R{n4 B (WiaEii) - (5,084,283) = =
As 31 December Rt-A=+—H 5,084,283 5,084,283 508,428 508,428
Note: B 5

(i)

(i)

(iii)

On 30 May 2018, the Company and a placing agent entered into a placing
agreement in respect of the placement of 1,452,000,000 ordinary shares
of HK$0.05 each to independent investors at a price of HK$0.07 per share.
The placement was completed on 25 June 2018 and the premium on
the issue of shares, amounting to approximately HK$26,805,000 net of
share issue expenses of approximately HK$2,235,000, was credited to the
Company'’s share premium account.

On 31 August 2018, the Company and a placing agent entered into
a placing agreement in respect of the placement of 1,452,000,000
ordinary shares of HK$0.05 each to independent investors at a price of
HK$0.101 per share. The placement was completed on 27 September
2018 and the premium on the issue of shares, amounting to approximately
HK$70,636,000 net of share issue expenses of approximately
HK$3,416,000, was credited to the Company’s share premium account.

Pursuant to an ordinary resolution passed on 16 October 2018, every two
ordinary shares of HK$0.05 each in the issued and unissued share capital
of the Company were consolidated into one consolidated ordinary share of
HK$0.10 each in the issued and unissued share capital of the Company.
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36. SHARE OPTION SCHEME

The 2012 scheme

On 22 May 2012, the Company adopted the 2012 Scheme (the
“2012 Scheme”) under which the board of Directors may at its
discretion offer to any Director (including non-executive Director),
employee, suppliers, customers, any person or entity that provides
research, development or other technological support to the
Group, shareholders of any member of the Group or any entity in
which the Group holds an equity interests and any other group
or classes of persons or entities who have contributed to the
development and growth of the Group (“Participant”) to subscribe
for shares in the Company in accordance with the terms of the
2012 Scheme. The principal purpose of the 2012 Scheme is to
provide incentive or rewards for the Participant’s contributions to
the Group.

The total number of shares which may be issued upon exercise of
all options to be granted under the 2012 Scheme and any other
share option schemes of the Company shall not exceed 10% of
the issued share capital of the Company in issue as at the date of
adoption of the 2012 Scheme, unless a refresh approval from the
shareholders of the Company has been obtained. However, the
maximum number of shares which may be issued upon exercise of
all outstanding options granted and yet to be exercised under the
2012 Scheme and any other share option schemes of the Company
shall not in aggregate exceed 30% of the issued share capital of
the Company from time to time.

The subscription price of the option shares granted under the 2012
Scheme shall be a price to be determined by the Directors being
not less than the higher of (i) the closing price of the Company’s
shares as stated in the Stock Exchange’s daily quotation sheet
on the date of grant, which must be a business day; (ii) the
average closing price of the Company's shares as stated in the
Stock Exchange's daily quotations sheets for the five trading days
immediately preceding the date of grant; (iii) the nominal value of
a share.
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36. SHARE OPTION SCHEME (conTINUED)

The 2012 scheme (Continued)

The total number of shares issued and may be issued upon exercise
of the options granted to any individual under the 2012 Scheme
and any other share option schemes of the Company must not
exceed 1% of the shares in issue.

The 2012 Scheme does not contain any requirement of a minimum
period and the board of Directors of the Company may in its
absolute discretion impose a minimum period requirement for
each option granted will be made by the board of Directors of
the Company on a case by case basis and will not be made to the
advantage of the Participants.

The 2012 Scheme will remain in force for a period of ten years
commencing from the date of adoption of the 2012 Scheme to 21
May 2022, after which no further options will be granted but the
options which are granted during the life of the 2012 Scheme may
continue to be exercisable in accordance with their terms of issue
and the provisions of the 2012 Scheme shall in all other respects
remain in full force and effect in respect thereof.

Options granted under the 2012 Scheme must be taken up within
21 days of the date of grant. Upon acceptance of the option, the
grantee shall pay HK$1 to the Company as consideration for the
grant.
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36. SHARE OPTION SCHEME (CONTINUED) 36. BRAERTE ()
The 2012 scheme (Continued) —E2-—Fd8l@®
No share options have been granted and remained outstanding HE-_ZTE-NFERZE-—NF+A
during the years ended 31 December 2019 and 2018. The =+—HLEFE HESREEARTE
following table discloses movements in the Company’s share BRE - TERBEBEARRRE_Z—=
options granted under the 2012 Scheme during the year ended 31 FHERLZERENRBE_Z—)N
December 2018: F+-_A=+—BLFEZE
For the year ended 31 December 2018 HE-_ZT-N\F+A=+—HLF
=
Number of share options
BREHNR
Outstanding Granted Exercised Forfeited Lapsed Outstanding
Exercise price as at during during during during as at
Date of grant Exercisable period per Share 1.1.2018 the year the year the year the year 31.12.2018
RZE-N\§ R=F-/\%
—-A-A +ZA=+-H
RiLBH (i BRTHERE HAITE FREL FRTE FREMK FRERN HARITE
HK§
AL
Director 17.7.2015 17.7.2015 0 16.7.2018 030 10,034,030 = - - (10,034,030 -
(Note i)
X “Z-RFtAttR ZF-A%tAt+tHE (B &Eii)
ZZ-N\5tA+KH
Ex-Director 17.7.2015 17.7.2015 0 16.7.2018 030 8,034,030 = - = (8,034,030) -
(Note i)
FEES “Z-RFtAttR ZF-AftAt+tHE (FisE)
ZZ-N\5tA+KH
Employees 17.7.2015 17.7.2015 0 16.7.2018 030 61,934,030 = = - (61,934,030 =
EE “F-1FtAttA ZEF-AftAt++tAE
Z2-\FtAT/R
Consultants 17.7.2015 17.7.2015 10 16.7.2018 030 138,000,000 S = - (138,000,000 =
B “Z-REtAttA ZF-AftAt+tHE
ZZ-N\5tA+KA
Total 218,002,090 - - - (218,002,090 -
@it
Exercisable at the end of the year -
RERALTE
Weighted average exercise price HK$0.30 - - - HK$0.30 -
METHITEE 0.30%7T 0.30%7T
Notes: G

(i) It includes 8,034,030 share options granted to Mr. Wang lJian, who
resigned as a director of the Company on 24 January 2017.

(i) It represents share options granted to Mr. Li Yang, who resigned as a
director of the Company on 19 June 2018.
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38.

e BHRRME

PROMISSORY NOTE RECEIVABLE

As at 31 December 2019, the carrying amount of the promissory
note receivable of HK$90,000,000 with principal amount of
HK$90,000,000, formed part of the Group’s consideration
receivables in relation to the disposal of East Favor Global
Investment Limited (“East Favor”) to Honghu Group Limited in
2017.

The promissory note is secured by 9,608 shares of East Favor,
representing 49% of the equity interest of East Favor at the
issuance date. The promissory note bears interest at a rate of 6%
per annum. As at 31 December 2019, the sole shareholder of
Honghu Group Limited, Mr. Deng Junjie (“the Guarantor”), has
provided guarantee in favour of the Company for the payment of
all sums payable under the promissory note. On 20 March 2018
and 20 March 2019, the Company and Honghu Group Limited
entered into a first supplementary deed and second supplemental
deed to extend the repayment date of the promissory note to 20
March 2019 and 20 March 2020 respectively with other terms
remaining unchanged. As the promissory note is to mature on
20 March 2020, the amount is classified as current assets in the
consolidated statement of financial position as at 31 December
2019.

On 20 March 2020, the Company and Honghu Group Limited
entered into a third supplemental deed (the “Third Supplemental
Deed”). Pursuant to the Third Supplemental Deed, the repayment
date of the promissory note of HK$90,000,000 was further
extended to 20 March 2021 with other terms remaining
unchanged.

COMMITMENTS

37. EW AR EE

RIB-NAFE+-A=+—8B x5
/590,000,000 JT 2 F& Y& 3 Z B &
90,000,000/ TR EBEEK AN S ER
TRt FRBEEREKEEBRAF
([REHETFREEBEERAAE
WREZ—ED -

AN IR AR 9,608 i 7 (FHE R
BT H BB B AR AE 2 49% ) {EHL I o A
HERRFNE%TE -RN=ZF—N
F+-_A=+—H ®BBEEEARAF
W—REEERLEE (THERAL) X
RABIHARARERETENZ
FIESHEREER - RZ2E—N\F=A
—+tRAk=ZZE-—NE=ZRA=+H XA
AIEBEEBBER ARG LE—MDHE
AEBERE_NERZBUGERLE
BZERBHIRERE-E—NF
—AZ+HEZE=ZEF=A=+H"
E MG BT - AR AN EER
—E-TF-A-+RIE FESHE
RZE—NFF+-_A=+—BHZEHEAE
BHEMRARADERBRBEE -

R-oE-FEFE=A=+0 K~AQFEBE
BEEABRARIZIE=-MNARTRE
(IB=mBaRE]) BEE=1HNH
FEE - 90,000,000 TENEE VI8
REHE—S$ERE-_ZT-—F=H
Z+ A HEMERE g T

38. & iE

2019 2018
—E-hEF —E-N\F
HK$°000 HK$'000
TER FHET
Capital expenditure contracted for but not  FLUE— B ARSI L
provided in the consolidated financial BARRGEMBREEBEZ
statements in respect of acquisition BARZH
of a subsidiary 70,000 68,000
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39. RETIREMENT BENEFIT SCHEMES

The Group enrolled all Hong Kong employees in the MPF Scheme.
The assets of the MPF Scheme are held separately from those
of the Group, in funds under the control of trustees. The Group
contributes 5% of relevant payroll costs, capped at HK$1,500
(2018: HK$1,500) per month, to the MPF Scheme, in which the
contribution is matched by employees.

The Group’s subsidiaries operating in the PRC and Singapore
participate in defined contribution retirement schemes and CPF
Scheme organised by the relevant local government authorities
in the PRC and Singapore respectively. These subsidiaries are
required to contribute a specified percentage of its payroll costs
to the retirement benefit schemes to fund the benefits. The only
obligation of the Group with respect to the retirement benefit
schemes is to make the specified contributions under these
schemes.

The total cost charged to consolidated statement of profit or loss
and other comprehensive income of approximately HK$3,604,000
(2018: HK$1,197,000) represents contributions payable to these
schemes by the Group in respect of the current accounting period.

40. ACQUISITION OF SUBSIDIARIES

(i) Accounted for as asset acquisition

On 31 December 2018, Esteem Sun Limited (“Esteem Sun”),
a wholly owned subsidiary of the Company, and Lucent Time
Limited (“Lucent Time"), an independent third party, entered
into the share transfer and loan assignment agreement,
pursuant to which (i) Lucent Time conditionally agreed to
sell, and Esteem Sun conditionally agreed to acquire, the
entire issued share capital of Noble Realm Limited and (ii)
Lucent Time conditionally agreed to assign and Esteem
Sun conditionally agreed to assume all rights and benefits
of the interest free shareholder’s loan, at an aggregate
consideration of HK$135,000,000. The acquisition was
completed on 15 January 2019 and Noble Realm Limited and
its subsidiaries (“Noble Realm Group”) become subsidiaries
of the Company since then. The Directors are of the opinion
that the acquisition of Noble Realm Group is in substance an
asset acquisition instead of a business combination, as the
net assets of Noble Realm Group was mainly the investment
properties and Noble Realm Group was inactive and did not
constitute a business prior to the acquisition by the Group.
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40. ACQUISITION OF SUBSIDIARIES (CONTINUED) 40. WEB T B A & (&)
(i) Accounted for as asset acquisition (Continued) (i) ARVWIEEEWE (&)
Net assets of Noble Realm Limited Group acquired are as BUEEREE EEFEANT
follows:
HK$'000
T T
Investment properties AWM 132,571
Prepayments, deposits and TERRIA - 2 e R H M E WA
other receivables 3,097
Bank and cash balances RITRIR M 38
Trade and other payables JE AT BR 3% N EL b R A< 3B (706)
Net assets BEEFE 135,000
Satisfied by: BAT AR
Cash Consideration HeRE 135,000
Net cash outflow arising on acquisition WHERELE RS MLFE
HK$'000
F&T
Deposit paid during the year ended HEZT-\F+ZA=1+—HLEFELZHZRE
31 December 2018 67,000
Cash consideration paid during the HE_Z-NAF+_A=+—-RLEFEENH
year ended 31 December 2019 HeRE 68,000
Less: bank and cash balances B ERITRIR B AR (38)
67,962
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40. ACQUISITION OF SUBSIDIARIES (CONTINUED)
(ii) Accounted for as business combination

On 18 January 2019, Guohua lJiaye (Beijing) Enterprise
Management Company Limited* (B Z{E%¥ (It R) B EE
B HBR A A ("Guohua Jiaye), a wholly-owned subsidiary
of the Company, entered into share transfer agreements
with independent third parties to acquire 100% equity
interest in Shanghai Xuanmei Property Agency Company
Limited* (L8 ERMELAL BR A F) (“Shanghai
Xuanmei”) and Shanghai Tuxuan Construction Design
Company Limited* ( L8 B #ZZEE R AR A A)) (“Shanghai
Tuxuan”) at a consideration of RMB6,000,000 (approximately
HK$6,828,000) and RMB6,250,000 (approximately
HK$7,112,000) respectively. The acquisition of Shanghai
Xuanmei and Shanghai Tuxuan were completed on 3 June
2019 and 6 June 2019 respectively and have been accounted
for using the acquisition method. Shanghai Xuanmei is
principally engaged in provision of residential and commercial
property brokerage services in PRC while Shanghai Tuxuan is
principally engaged in provision of building architecture and
interior design services in PRC.

The fair value of the identifiable assets and liabilities of
Shanghai Xuanmei and Shanghai Tuxuan acquired as at its
date of acquisition, which has no significant difference from
its carrying amount, is as follows:

40. WEKM B 27 (&)
(i) ABRFIEEESHF

R-_ZTE—hE—B+NB XA

R EMBARREESE (I
FOTEEEAERAR ([HEE
¥ |)RBYF=FFIIRNEE
HE NRBLEEHERMERL
LBERLAA([EEEFE]) R E
BEZEERFTAERAR ([ L8
Bzl 2HBRE REDRAEA
K #6,000,0007T (476,828,000
Bot) & AR ¥6,250,0007T (4
7,112,000/ 70 ) < Wi E)g & X
FEEBBEZE AR -_TE—NE
NA=ZBR-_ZE—HhENANHE
SERK - W F AU B A AR o BB
EZFENERPERBEERD
EMELLERY M ESEEEE
NERPERHEFEEREN

RETARTS ©

RS EBHER EBE X
ZAHAMNEERBEZ A TER
HEFEETEEMEREZER N
T

Shanghai Shanghai
Xuanmei Tuxuan Total
LigEEx EBEZ st
HK$'000 HK$'000 HK$'000
FHET FH&T THAT
Property, plant and equipment  ¥1%¥ - B E M & H 271 537 808
Prepayments, deposits and other  TE{ 3B - & K E b JEUR R IB
receivables - 320 320
Bank and cash balances RITRB S8 47 234 281
Trade and other payables JRE 151 B 3R R L At B A1 3K (742) (9,248) (9,990)
Total identifiable net BAFEERTHA
liabilities at fair value FEEER (424) (8,157) (8,581)
Satisfied by: BUAT A :
Cash Consideration ReRE 6,828 7,112 13,940
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40. ACQUISITION OF SUBSIDIARIES (CONTINUED)

40. WEKEB 27 (@)

(ii) Accounted for as business combination (i) ABRVWIEEKS O (&)
(Continued)
Goodwill arising on acquisition WEERELZEE
Shanghai Shanghai
Xuanmei Tuxuan Total
LREE LB Mt
HK$'000 HK$'000 HK$'000
FHEL FHEL FHEL
Consideration transferred BEENE 6,828 7,112 13,940
Add: recognised amount of moEAEEEMNEEREL
identified net liabilities assumed EER & 424 8,157 8,581
Goodwill arising on acquisiton ~ WEFBEELAZEHE 7,252 15,269 22,521
The Group recognised the excess of fair value of the AEBCHRAEEREZATE
consideration transferred over the fair value of the net BEAEDHENBEFEZAT
identifiable liabilities assumed as the goodwill. None of the B IEREE - EHMEREE
goodwill is expected to be deductible for tax purpose. The Ti#5 B Hm T AR - EEEER
goodwill arising on the acquisition of Shanghai Xuanmei and FEERZMEEEEEE 2 BE
Shanghai Tuxuan is attributable to the anticipated profitability TR EERFMSHEENTE
of their operations in the new markets. FT &A1 -
Net cash outflow arising on acquisition WEERELZRE L FEHE
Shanghai Shanghai
Xuanmei Tuxuan Total
LigEE LEEZ st
HK$'000 HK$'000 HK$'000
FHET FET FHAT
Consideration transferred EEENRE 6,828 7,112 13,940
Less: bank and cash balances W RITRBEEEH (47) (234) (281)
6,781 6,878 13,659
Impact of acquisition on the result of the Group WEERH A EFFEENZE

Included in the loss for the year is approximately
HK$3,010,000 profit and HK$11,008,000 loss attributed by
Shanghai Xuanmei and Shanghai Tuxuan respectively. Revenue
for the year includes HK$9,826,000 and nil generated from
Shanghai Xuanmei and Shanghai Tuxuan respectively.
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40. ACQUISITION OF SUBSIDIARIES (CONTINUED)

Had the acquisition of Shanghai Xuanmei and Shanghai Tuxuan
been completed on 1 January 2019, total revenue of the Group for
the year ended 31 December 2019 would have been approximately
HK$365,556,000, and loss for the year would have been
approximately HK$111,332,000. The pro-forma information is for
illustrative purposes only and is not necessarily an indication of
revenue and results of operations of the Group that actually would
have been achieved had the acquisition been completed on 1
January 2019, nor is it intended to be a projection of future results.

41.NOTES TO THE CONSOLIDATED STATEMENT
OF CASH FLOWS

(a) Changes in liabilities arising from financing
activities

The following table shows the Group's changes in liabilities
arising from financing activities during the year:

40. WEKM B 27 (&)

WK ESHER EEEBZER-E
—hE—A— Bk XEEEE-Z
—NF+-A=+—BLFEZRK
%5 #% /& #9365,556,0008 7T K& F [E &
B A4111,332,0008 T HEEE R
BHFEA WIS TETBRRMBEEE
ER-ZZE—hhF—A—HBHZXNER
TAEEERERNKS MEEES
TIEEETERI R R ELSE -

M. ZEEEREHRRME
(a) METBELECEERS

TREINAKRERAFEENRE
RPELZAEED:

Total
Amount due liabilities
Lease to an from financing
liabilities associate activities
BN —E
BHENE RAMEEDH
HESHE 2B MeELEE
HK$'000 HK$'000 HK$'000
FET FET FET
At 1 January, 31 December 2018 R=—Z—N\F—H—A8-
and 1 January 2019 +ZA=+—HEk
—E-NFE—-A—H - - -
Changes in cash flows RenEgH (21,511) 6,521 (14,990)
Non-cash changes FReE
— interest charged —FTEHFE 3,806 = 3,806
- addition of right-of-use assets —{FAEEERE 18,268 = 18,268
~ initial recognition upon — R E B REENF 16
adoption of HKFRS 16 RENFHER 29,001 - 29,001
- exchange difference —[EHESRE (234) = (234)
At 31 December 2019 RZZB-AF+ZA=+—H 29,330 6,521 35,851
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41. NOTES TO THE CONSOLIDATED STATEMENT 41. 8RS RERERMET &
OF CASH FLOWS (CONTINUED)

(b) Major non-cash transaction (b) TEXRERS
During the year, finance lease receivables from Heyuan RAFE BB -BEBEEED
Dongjiangyuan of approximately RMB76,764,000 was EOEWTRR IR ENRE
assumed by Beijing Kaiyitong according to a debt settlement HEHANR®ET6,764,0007T M
agreement, in which approximately RMB16,764,000 was IR ERAE AP HARK
being waived and the remaining balance of RMB60,000,000 16,764,000cE EE# % - it X
(approximately HK$66,886,000) outstanding by Beijing IEBHRTHRAINHEHRAR
Kaiyitong was included in other loan receivables (note 31). #60,000,0007T (4966,886,000
BT BETAEMBEWER (KT
31) e
42.RELATED PARTY DISCLOSURES 42 BAELIRE
Save as disclosed elsewhere in the consolidated financial BRRGENBREEMBIFAERESE
statements, the Group has entered into the following transactions SN REENEBER I MRS

with related parties:

Compensation of key management personnel FTEEBEAESHTHM
The remuneration of Directors and other members of key EENHEMEZEREAERFAZN
management during the year were as follows: N
2019 2018
—E-NF —ET-N\F
HK$000 HK$'000
FHET FHET
Short-term benefits EHEN 10,446 11,134
Post-employment benefits BEE 12 1B A 77 95
10,523 11,229
The remuneration of Directors and key management is determined EERFEERBCMeBTMES
by the remuneration committee having regards to the performance EREMAXRBERTSBEEEE -

of individuals and market trends.
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES
OF THE COMPANY

43. KRB EEME N AIFE

Nominal value
Place of Type of of issued and
incorporation  legal fully paid Proportion of nominal value of
and entity share capital/ issued share capital/registered capital
Name of subsidiaries  operation registered registered capital held by the Company Principal activities
ZRRIR  #REA BRTRBERA LNGliigs:
WEARER EXE BRg HE/ZREE BRARKEE/EMERLA TEEH
Directly Indirectly
E# M
2019 2018 2019 2018
ZB-NF ZT-\F ZB-0E Z3-\F
% % % %
Jet Air (Singapore) Singapore Limited SGD500,000 - - 923 93 Air freight forwarding and
Private Limited Mg liability 500,000 M3 7T brokers for airline and
BRI (HME)BRAR company shipping companies
BREFAH EENRAER
B ARER
Jet-Air (H.K.) Limited Hong Kong Limited HK$142,000,200 - - 100 100 Trading of securities and trading
RELTE(BR)ERA B liability 142,000,200 7 of goods
al company BFEEREMEE
BREFAH
Global Star Corporate Hong Kong Limited HK$10,000 100 100 - - Acts as administrative centre of
Management Limited & liability 10,000% 7T the Group
REGEEEBRAA company EBREEZTRAL
AREERR
Jet Dispatch Limited United States  Limited US$3,000 - - 100 100  Freight forwarding agent
of America  liability 3,000% T SERE
EHZ2ARE  company
EREHAR
Qianhai Honghu PRC Limited HK$110,000,000 - . 100 100 Trading of goods
Teri Technology i liability 110,000,000 1T EEmm
(Shenzhen) Co., company
Limited* BREFAH
BB OF
IEBRLR
Rongjinda Finance PRC Limited US$30,000,000 - - 100 100 Provision of finance lease
BoERE i liability 30,000,000/ 7T services and finance
company consultancy services
EREHAR REBERERH R
SRFARE
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43. PARTICULARS OF PRINCIPAL SUBSIDIARIES

43. KRB EEH B L AIFE

OF THE COMPANY (CONTINUED) (%)
Nominal value
Place of Type of of issued and
incorporation legal fully paid Proportion of nominal value of
and entity share capital/ issued share capital/registered capital
Name of subsidiaries  operation registered registered capital held by the Company Principal activities
ZRRIR  #REA BRTRBERE Gligss
WEAREE EE 3R bk HE/ZREx BRARKEE/ERERLA TEEH
Directly Indirectly
E# k3
2019 2018 2019 2018
ZE-hE ZT-\F ZB-AE ZT-N\F
% % % %
China Best Finance Hong Kong Limited HK$2 - - 100 100  Provision of money lending
Limited 36 liability VBT services
HEHBEERAA company REHERSE
EREHAT
Zhongrong International ~ Hong Kong Limited HK$102,000,000 - s 100 100 Provision of securities brokerage
Securities Company &6 liability 102,000,000 7T services
Limited company REZSHELRE
FRERTASERAR BREEAH
Zhongrong International  Hong Kong Limited HK$67,000,000 - - 100 100 Provision of futures brokerage
Futures Co., Limited &8 liability 67,000,000/ 7T services
HERERHEERAR company REBELLRE
BREAERA
Beijing Fudajia Enterprise  PRC Limited HK$10,000,000¢ - - 100 - Property investment
Management Co., G liability 10,000,000/ 7T REN%
Limited* company
IREEECEERER EREHAT
N
Shanghai Xuanmei PRC Limited RMB5,000,000 - - 100 - Provision of residential and
iR:ESS i liability AR5,000,0007 commercial property agency
company services
EREHAR REEERBEZNEELRE
Shanghai Tuxuan PRC Limited RMB5,000,000 - - 100 - Provision of building
LBEA HE liability AR 5,000,000 architecture and interior
company design services
BREEAH REBFRERENE RS

# The registered capital is yet to be paid as at 31 December 2019. According

to the Articles of Association of the Beijing Fudajia Enterprise Management

Co.,

December 2028.
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e BHRRME

For the year ended 31 December 20198 & = F — N F+ - H=+—HILFZE

43. PARTICULARS OF PRINCIPAL SUBSIDIARIES

OF THE COMPANY (CONTINUED)

Except for a limited partnership incorporated in the PRC, all other
subsidiaries are companies incorporated with limited liability in the
respective jurisdictions.

None of the subsidiaries had issued any debt securities subsisting at
the end of both years or at any time during both years.

The above table lists the subsidiaries of the Group which, in the
opinion of the Directors, principally affected the results or assets
of the Group. To give details of other subsidiaries would, in the
opinion of the Directors, result in particulars of excessive length.

At the end of the reporting period, the Company has other
subsidiaries that are not material to the Group. The principal
activities of these subsidiaries are summarised as follows:

43. KRB EEME N AIFE

(%)

B—ERTBEEMKR L BREBE
N FrAEEMME AR RERRE
FEREBEMAKIZLZERAF -

RzZmEFEFERIZMNEFEA
{E {a] B P 37 8 B /B8 1% R B AT AR I A
B EHES-

ERAAIEZAKREHBRRAES
ARUAEERELREEBRIEY
E7MBRAR -BEFRA REEMKN
BARZHBRERBRARITE

R|ERR ARARAEMHANERL
REAZHMBAR - ZEHBARZE
RRBHAMT

Number of subsidiaries
MEATEE

31 December 31 December

Principal activities Principal place of business 2019 2018
ZE-hF —E-N\F
FEEK FTEEEME +=ZA=+—8 +ZA=+—H
Investment holding BVI 12 10
REZR EREXHE
Hong Kong 2 1
Ea:
The PRC 1 =
A
Inactive The PRC 4 3
BRIEER i B
BVI 2 3
EREXHE
Samoa 1 1
EET
Hong Kong 4 4
Ea:
26 22
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44, THE STATEMENT OF FINANCIAL POSITION A4, 7 8] 2 B % AR R 2k
OF THE COMPANY

2019 2018
—E-hE —E-)\F
HK$'000 HK$'000
FET FAET
Non-current assets EREBEE

Property, plant and equipment Y BE R&E - 257
Investments in subsidiaries RHBARZERE 10 10
10 267

Current assets MBEE
Other receivables H fth JE I FR T8 694 693
Amounts due from subsidiaries (Note (i) FEU B B A TR (FHT3E3)) 1,058,055 1,039,997
Bank balances and cash RITHEB KA 26,014 113,692
1,084,763 1,154,382

Current liability AR
Other payables H fth f& A 5RIE 5,534 6,313

Net current assets mMEEEFE 1,079,229 1,148,069

NET ASSETS BEFE 1,079,239 1,148,336

Capital and reserves & 7 X 7 1

Share capital A& A< 508,428 508,428
Reserves (Note (i) & (PG 570,811 639,908

TOTAL EQUITY wrEs 1,079,239 1,148,336

Notes: B 5 -

(i)  The amounts due from/to subsidiaries are non-trade nature, unsecured (i) B FENHIBARREAESEE &
and repayable on demand of which the balances of approximately EIRR AR EREE - H P 4462,997,000
HK$462,997,000 (2018: approximately HK$428,297,000) carry interest B (=T — )\ :49428,297,000% 7T )
rates of 6% (2018: 6%) and the remaining balances of approximately B ERRIR6% (ZF— N\F 6% )M F =5
HK$595,058,000 (2018: approximately HK$611,700,000) are non-interest B F # 45 #2 49595,058,0008 7T (=&
bearing. —/\4F : £9611,700,000% 7T) B RET B °
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44 . THE STATEMENT OF FINANCIAL POSITION
OF THE COMPANY (CONTINUED)

Notes: (Continued)

44, KRB 2 IR R T (&)

Bisx: (&)

(i) Reserves iy f#fE
Share
Share Contributed options  Accumulated
premium surplus reserve losses Total
B4R E BARE BRERE ESd i At
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FHET FTHT FHET FHET FAT
(Note)
(PR zE)
At 1 January 2018 RZZ—-N\F—HA—H 907,653 48,311 5,367 (404,005) 557,326
Loss for the year FRER - - - (14,859) (14,859)
Total comprehensive expense 4 A2 [ 3 H 4458
for the year - - - (14,859) (14,859)
Issue of shares upon FLEMRO B EITRD
placement of new shares 103,092 - - - 103,092
Transaction cost attributable  F{THTARFE(L 2 X H A
to issue of new shares (5,651) - - - (5,651)
Lapse of share options B PR A 2k A = = (5,367) 5,367 =
At 31 December 2018 and ~ R=ZT—/\4F
at 1 January 2019 +ZA=+—Hk
—E-NF—-A—H 1,005,094 48,311 - (413,497) 639,908
Loss for the year FREE - - - (69,097) (69,097)
Total comprehensive expense FR2HE X H A5
for the year - - - (69,097) (69,097)
At 31 December 2019 N\ZE-NE
—A=+—-8 1,005,094 48,311 = (482,594) 570,811

The contributed surplus of the Company represents the excess of the fair value of
the shares of the subsidiaries acquired pursuant to the reorganisation prior to the
listing of the Company’s shares on the Main Board of the Stock Exchange in 1996
over the nominal value of the Company’s shares issued in exchange thereof.

Under the Companies Act 1981 of Bermuda (as amended), the contributed
surplus of the Company is available for distribution. However, the Company
cannot declare or pay a dividend or make a distribution out of contributed
surplus if:

(@) it is, or would after the payment be, unable to pay its liabilities as they
become due; or

(b)  the realisable value of its assets would thereby be less than the aggregate
of its liabilities and its issued share capital and share premium accounts.
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45. EVENT AFTER THE REPORTING PERIOD

(a)

(b)

(c)

On 14 January 2020, Shenzhen Guohua Construction
Industrial Co., Ltd.* ORINEEZXEXBR DA
(“Shenzhen Guohua”), a wholly owned subsidiary of the
Company, and Ningbo Sixing Information Technology Co.,
Ltd.* (R BTEEREBR 2 A) ("Ningbo Sixing”), an
independent third party, entered into the equity transfer
agreement pursuant to which Shenzhen Guohua conditionally
agreed to acquire, and Ningbo Sixing conditionally agreed
to sell, 100% equity interest in Jiangsu Meili Kongjian
Construction Design Development Co., Ltd.* ()T &k 3 B8 %= i

BERGTEEHREARAA) (“iangsu Meili Kongjian”) at an
aggregate consideration of RMB41,000,000. The acquisition
was completed on 2 March 2020 and Jiangsu Meili Kongjian
has become the subsidiary of the Company since then.
Further details are set out in the Company’s announcement
dated 14 January 2020.

Since the acquisition was completed in March 2020,
there is no sufficient time for the management to prepare
the financial statements of Jiangsu Meili Kongjian. It is
impracticable at this moment to disclose further information
about this acquisition.

On 18 February 2020, Guohua Jiaye, a wholly owned
subsidiary of the Company, and Qingdao Maojie Enterprise
Management Partnership (LLP)* (B SXELEETERAED
2 (BRAE)) and Ms. Li Jing* (Z5) (collectively as the
“Independent Third Parties Vendors”), among others, entered
into the equity transfer agreement pursuant to which Guohua
Jiaye conditionally agreed to acquire, and the Independent
Third Parties Vendors conditionally agreed to sell, the entire
equity interest in Beijing Yuehai Enterprise Management Co.,
Ldd* (At REEEEEBER QA T) (“Beijing Yuehai”), at
a consideration of RMB110,000,000. The acquisition was
completed on 24 March 2020 and Beijing Yuehai and its
subsidiaries have become the subsidiaries of the Company
since then. Further details are set out in the Company's
announcements dated 18 February 2020 and 24 March 2020.

Since the acquisition was completed in March 2020, there
is no sufficient time for the management to prepare the
financial statements of Beijing Yuehai and its subsidiaries. It is
impracticable at this moment to disclose further information
about this acquisition.

On 20 March 2020, Kang Yong International Limited, Honghu
Group Limited and Mr. Deng Junjie entered into the Third
Supplemental Deed whereby the parties agreed, among other
things, to further extend the maturity date of the promissory
note to 20 March 2021 (note 37). Further details are set out
in the Company’s announcement dated 20 March 2020.
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Five-Year Financial Summary
AFEHBEHE

RESULTS ¥EE

Year ended 31 December

BEt-A=t+-HLEE

2019 2018 2017 2016 2015
—E-hE ZT-N\F —T—tF —T-RF “T-1%F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET TiEx THT FHET FHL
Revenue e 362,331 218,007 425,575 488,208 336,296
(Loss) profit before tax BRBLAT (E8) & (103,482) (74,061) 32,538 (8,665) (49,318)
Income tax expense rEHRAS (2,614) (1,488) (8,013) (2,385) (1,673)
(Loss) profit for the year FR(EE) RN (106,096) (75,549) 24,525 (11,050) (50,991)
(Loss) profit for the year ATEEFR
attributable to: (B8 REF:
Owners of the Company AREEEA (106,067) (75,533) 24,533 (10,540) (48,686)
Non-controlling interests RS (29) (16) (8) (510) (2,305)
(Loss) profit for the year R (BE)EM (106,096) (75,549) 24,525 (11,050) (50,991)
ASSETS AND LIABILITIES EEREE
As at 31 December
R+=-A=+-H
2019 2018 2017 2016 2015
—E-hE —T-N\F —T—tF —E-RF —T-1%F
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TET THL THT FHL FHL
(Restated)
(g55))
Total assets BERA 1,192,703 1,288,139 1,180,173 1,056,715 767,040
Total liabilities BREHE (75,162) (53,021) (76,557) (31,072) (74,021)
1,117,541 1,235,118 1,103,616 1,025,643 693,019
Equity attributable to owners AREERA
of the Company FEfh R 1,117,628 1,235,176 1,103,657 1,025,686 716,494
Non-controlling interests TR R (87) (58) (41) (43) (23,475)
1,117,541 1,235,118 1,103,616 1,025,643 693,019
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REWFR

As at 31 December 2019R —FE—hEFE+—-HA=4+—H

Percentage
Address Use Catergory of the Lease held by the Group
boieh:l A& HERLER AEEFEREOL
1 Room 01, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES F AR 4V
IERABRRTREIFIEOTE
2 Room 02, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* [GES F AR 4V
IERABRRTREIFIE2E
3 Room 03, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* [GES F AR 4V
IERFABRRTTREIFIEOIE
4 Room 05, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES A AR 4V
IRAGERTREIFIESE
5 Room 06, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES AR 4V
IRHAGERTREIF1E6E
6 Room 07, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES AR 4V
IRAGERTREIFIEITE
7 Room 08, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES AR 4V
I RAGERTREIF1ESE
8 Room 09, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES AR 4V
IRAGERTREIFIE0IE
9 Room 10, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%
Chaoyang District, Beijing* GES AR 4V
IRAGERTREIFIEI10E
10 Room 11, 1/F, No. 1 Dongfang Dong Road, = Commercial Medium-term lease 100%

Chaoyang District, Beijing*
IRAGERTREIFIBNE

[EES A
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