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CHARACTERISTICS OF THE GROWTH ENTERPRISE MARKET (“GEM”) OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE “STOCK EXCHANGE")

GEM has been positioned as a market designed to accommodate companies to which
a higher investment risk may be attached than other companies listed on the Stock
Exchange. Prospective investors should be aware of the potential risks of investing
in such companies and should make the decision to invest only after due and careful
consideration. The greater risk profile and other characteristics of GEM mean that it is
a market more suited to professional and other sophisticated investors.

Given the emerging nature of companies listed on GEM, there is a risk that securities
traded on GEM may be more susceptible to high market volatility than securities
traded on the Main Board and no assurance is given that there will be a liquid market
in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and the Stock Exchange take no responsibility
for the contents of this report, make no representation as to its accuracy or completeness and
expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance
upon the whole or any part of the contents of this report.

This report, for which the directors of Merdeka Financial Services Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on the GEM of the Stock Exchange (the “GEM
Listing Rules”) for the purpose of giving information with regard to the Company. The directors
of the Company, having made all reasonable enquiries, confirm that, to the best of their
knowledge and belief the information contained in this report is accurate and complete in all
material respects and not misleading or deceptive, and there are no other matters the omission
of which would make any statement herein or this report misleading.
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Letter to the Shareholders
AR R A 4

Dear Shareholders,

On behalf of Merdeka Financial Services Group Limited, | am pleased
to present the 2017 annual report of the Company and its subsidiaries
(the “Group”) for the year ended 31 December 2017. During the year,
the Group is principally engaged in financial services business, trading
business and information technology business. Financial services business
and trading business continued to grow healthily and the information
technology business remained challenging.

BUSINESS REVIEW AND OPERATION REVIEW

It is obvious that commencing from the establishment of the money
lending business to the acquisitions of EAFEME ( L)F) AR QA
(Heng He Finance Lease (Shanghai) Company Limited*) (“Heng He™)
and Merdeka Capital Limited (“Merdeka Capital”) as well as Heng Asset
Management Limited ( “Heng"), the Group is putting more weight on the
financial services business.

During the year under review, Heng He continuously earns interest
income and has been liaising and negotiating new contracts in order
to further explore new clients as well as expanding its finance lease
business in more provincial markets within the PRC. However, in light of
the expecting transaction size and the prevailing economic environment
in the PRC, such progress is slow in pace. Information in respect of the
finance lease contracts is disclosed in the below section “FINANCE LEASE
CONTRACTS".

Merdeka Capital, besides in developing its securities brokerage business,
has been exploring the opportunities in developing a higher returns and,
in turn, a more profitable business in taking up the role as a book-runner
as well as a lead manager in respect of issuance of debts listed worldwide
after concluding two transactions in Europe in 2016. On 25 July 2017, a
client of Merdeka Capital from the PRC has listed the United States dollars
guaranteed bonds due 2020 issued by it on the Stock Exchange. Merdeka
Capital participated as a Joint Lead Manager to the transaction.

Since commencing its money lending business with a valid money lenders
licence granted, the Company is able to develop the money lending
business as one of its principal lines of business by providing loans in a
systematic and repetitive nature in its ordinary course of business, subject
to compliance with the requirements in the Money Lenders Ordinance.
The Group has been approached by potential borrowers for provision of
loans from time to time but management is cautious in making provision
of loan to avoid possible bad debts.

* For identification purpose only
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Letter to the Shareholders
HMARE WY

Trading business continues to provide a stable source of revenue to the
Group during the period under review and as the business is running
steadily but competitive with a thin profit margin, the Group is expanding
its trading business into more variety of consumer products and into
more geographical markets within the PRC. The Group’s trading outlet is
located in Sheung Shui, at where, it is nearer to its customers. The variety
of the Group’s trading products has been enlarged to confectioneries
and pharmacy products. The Group sourced locally and from Japan and
other Asia countries in respect of its trading products. Furthermore,
after registered as a food importer/food distributor under the Food
Safety Ordinance, the Group has been ordering OEM products from Asia
countries that include Japan and Malaysia. With complimentary effects
from the Group’s mobile and cloud information technology centre in Mian
Yang, a city of Sichuan Province, the PRC, the Group’s trading arm, Source
Easy Limited (“Source Easy”) has been expanding its customer base in the
PRC.

The Group’s information technology business remained challenging
during the period under review, mainly because of the keen competition
and the rapid change in project cycles of the customers. However, the
Group is consolidating different acquired entities into a single stream of
income and shifting the weight to its 60% owned subsidiary, 435 8=
ERHEAER2AE (Mian Yang Heng Da Information Technology Limited*)
(“Heng Da”). Currently, Heng Da has been developing mobile and cloud
based application software and operating related e-commence platform
to trade the Group's consumer products in the PRC for Source Easy’s
trading products.

Heng Da has also franchised a mobile game licence from a provider to
market and ran exclusively a mobile game platform in the Mian Yang city
of Sichuan, the PRC. This is a small but meaningful step for Heng Da as it
would get hold of the hand-on technology and experience in the mobile
game industry in the PRC based on its own development on the mobile
and cloud based application software.

* For identification purpose only
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Letter to the Shareholders
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FINANCIAL LEASING CONTRACTS MEREEE

As at 31 December 2017, Heng He had the following finance lease WR-ZE—+F+=-F=+—H W [©aHEA5 5@ &H

contracts in the aggregate amount of RMB1,649.5 million. Details of the  &&[[ - %85 A RK1,649,500,0007T © ZE/E
finance lease contracts are as follows: HEARNFENAT

Interest rate

Principal Amount  Date Tenor per annum
x&E HBHE FH FR=
(RMB’000)
(ARETIT)
Customer A (Note 1) B AR 25,000 20 January 2017 3 years 6.175%
—E—tF—A=+H =4
Customer B (Note 2) EFB(MFE2) 460 31 March 2015 5 years 11.00%
—E—RF=A=+—H hE
Customer C (Note 3) B C(MEE3) 200,000 14 August 2015 3 years 6.67%
—E-RFN\A+HMA =F
200,000 31 August 2015 3 years 6.38%
—ZT-hFN\A=+—H =%
Customer D (Note 4) EF D (fizE4) 44,000 31 August 2015 3 years 11.00%
—E-RFNA=1T—H =F
Customer E (Note 5) EPE(MIsE5) 1,000,000 1 August 2016 2 years 5.12%
—E—RFNA—H kS
Customer F (Note 6) BPEF(MizEe) 65,000 18 August 2016 3 years 6.18%
ZE—R"FENATNH =
Customer G (Note 7) BPG(HE7) 115,000 20 October 2016 3 years 5.10%
—E-RF+AZ+H =%
Notes: Bzt :
1. A company located in Shanghai which is principally engaged in embroidery 1. —MNREEZ AR FERFREYEREIE -
processing in the PRC.
2. A company located in Shanghai which is principally engaged in the provision 2. —RMR B2 R EERPEEEREES B

of auditing, taxation and business advisory services in the PRC.

3. A company based in the PRC which is principally engaged in the construction 3.
of port and transportation infrastructure in Asia, Africa and Europe.

4. A company based in Shanghai which is principally engaged in property 4.
development business in the PRC.

5. A company incorporated in the PRC which is a prime contractor company 5.
specialized in offshore engineering, construction, repair and conversion.

6. A company incorporated in the PRC which engages in digital networking and 6.
information technology development.

7. A company incorporated in the PRC which specialized in the provision of 7.
heat supply and industrial use steam.
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Letter to the Shareholders
AR R K

Apart from the equity fund raising activity mentioned below, the Company & R it 2 IR 2 &SR ENO) - NRABIEBEARRE
had not conducted any other equity fund raising activities in the past 12 BHIAT+ 18 A A EE T E R E IR R E L ET)
months immediately preceding the date of this report:

Date of Fund raising Net proceeds Intended use of proceeds Actual use of proceeds
announcement activity (approximately)
NFEH REED Fr8sIE e FrsRERE AR FSRUEER AR
(849)
19 June 2017 Placing of new Shares HK$24.90 million (i) as to HK$23,600,000 for the full  Fully utilized as intended
under general mandate repayment of the outstanding

principal of the 2014 PN (as
defined hereinafter); and (i) the
remaining for the strengthening
of the general working capital
base of the Company to finance
its business development and/or
to finance any future investment
opportunities or any future needs
in repaying its outstanding debts

T+ BRI EREFRG 24,900,000/7C (i) 23,600,000/ T2 EEE_E YRR TREYA
NBTH —NEAREE(EER TN

REERS  R()HT2EME
EEARA-REEESER
REEBBRRERES R TAH
ERRTRERBREMARRLE
BHABORRREHES -



Letter to the Shareholders
MBARE W H

OUTLOOK

Looking forward to year 2018 and after, the Group will continue to focus
on the development of financial services business in both PRC and Hong
Kong.

The Directors believe that the acquisition of Hang He allowed the Group,
without setting up a new financing company, to further develop its
financing related business in the PRC through a direct working capital
injection, and subsequently to enjoy the benefits of the capital leverage
in Heng He. Furthermore, in view of the growth potential of the finance
lease industry in the PRC, the Directors consider that this acquisition will
enhance the performance of the Group and the return to the Shareholders
as a whole.

Regarding the money lending business, the Company continuously
receives enquiries from various customers, however, the Company is
cautious in concluding the transactions in order to control the risk in
money-laundering as well as, the risk of bad debt.

After the completion of the acquisition of Merdeka Capital, the Company
has further expanded and diversified into the financial services by having a
100% indirect owned subsidiary in securities business.

To build on its successes in the debt financing business, Merdeka Capital
is also taking advantage in the Group’s appearance in the PRC by co-
operation with the debt financing and issuance experts in listing debts
issued by the PRC corporations on the stock exchanges worldwide.
Merdeka Capital would continuously focusing on the role of book-runner
and lead managers on these financing exercise of the significant sizes PRC
corporations.

To cope with the Group’s strategy in exploring the China market, the
Board is studying the possibilities for Merdeka Capital to apply for
the certificate of Hong Kong service suppliers which is the first step in
applying for the preferential treatment under Mainland and Hong Kong
closer economic partnership arrangement (“CEPA”). Under CEPA, it is
anticipated that Merdeka Capital may enjoy preferential treatment when
setting up business in its relevant sector in the Mainland China and
is vigorously planning to establish strategic partnership co-operations
with certain Mainland financial institutes of relevant business in sharing
commercial resources in the extensive areas, including products and
customer paths, for mutual developments.

In order to complement the Type 1 regulated activity currently undertaken
by Merdeka Capital and to explore the opportunities in the asset
management business to potential overseas clients through the overseas
network of the Group in the near future, the Group, through a wholly-
owned subsidiary, acquired 51% of the issued share capital of Heng,
a company principally engages in the provision of Type 4 (advising on
securities) and Type 9 (asset management) regulated activities under the
SFO.
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Letter to the Shareholders
HMARE WY

The Directors consider that the participation in Heng would enable the
Group to further provide more comprehensive financial services through
direct investment in and hands-on management and operation of Heng.
The Board observes that the current condition in the investment advisory
market is highly competitive but at the same time there are promising
opportunities in the market. It is expected to take advantage of the
future growth in capital markets and continuous products development,
by diversifying its business further within the financial services sector, in
particular the asset management business and to broaden the Group’s
revenue base.

Trading business is expected to continuously providing a stable source of
revenue to the Group and it is anticipate that the Group is continuously
expanding its trading business into more variety of consumer products and
actively considering to open physical stores in the PRC. The Group is also
commencing to OEM its trading products from various Asian countries
including Japan and Malaysia. In addition, the Group will explore the
opportunities in the development of logistic and/or its related business in
order to enhance the Group’s trading sector.

For the information technology business, revenue would be mainly driven
by the additional contribution from the consolidation of different acquired
entities into a single stream of income. Complementing the trading
business with its information technology business, the Group intends to
commence trading consumer products into the PRC through its customers
there by developing mobile and cloud based application software and
operating related e-commence platform in the PRC. Another opportunity
to complement the business of the Group lied on the development of
mobile and cloud based applications in relation to the financial services
provided or to be provided by the Group, in terms of, namely, finance
lease, money lending and securities business in accordance with the
permission under the laws of Hong Kong and the PRC.
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PLACING OF NEW SHARES UNDER GENERAL MANDATE

On 19 June 2017 (after trading hours), the Company and the Placing
Agent entered into a placing agreement (as supplemented by the
supplement agreement dated 7 July 2017, all together known as the
“Placing Agreement”) pursuant to which the Company placed, under the
General Mandate granted 7 March 2017, through the Placing Agent, on a
best endeavour basis, up to 320,000,000 placing shares, to not less than
six placees who and whose ultimate beneficial owners will be independent
third parties at a price of HK$ 0.081 per placing share.

The completion of the Placing took place on 20 July 2017 in accordance
with the terms and conditions of the Placing Agreement. The Company
received net proceeds of approximately HK$24.90 million (after
deduction of commission and other expenses of the Placing) from the
Placing. The entire net proceeds from the Placing will be applied (i) as to
HK$23,600,000 for the full repayment of the outstanding principal of
the promissory note issued pursuant to the agreement in relation to the
acquisition of Ever Hero Group Limited in 2014 (the “2014 PN"); and (ii)
the remaining for the strengthening of the general working capital base
of the Company to finance its business development and/or to finance
any future investment opportunities or any future needs in repaying its
outstanding debts.

The net proceeds have been fully utilized as intended during the year.

CONVERTIBLE BONDS

Further to the convertible bonds issued by the Company on 12 August
2008 (the "2008 CBs") as part of the consideration for the acquisition
of forest concessions in Papua, Indonesia, upon the completion of the
acquisition of the entire issued share capital of Blossom Height, the
Company issued further convertible bonds on 21 April 2015 (the “2015
CBs”) in the principal amount of HK$40 million to the vendor, Yihua
Enterprises Limited as part of the relevant consideration.

Furthermore, on 20 January 2017 (after trading hours), the Company and
the bondholders of the 2008 CBs entered into the third supplemental
deed, for (a) extending the maturity date of the 2008 CBs for 3 years from
12 August 2017 to 12 August 2020; (b) amending the conversion price
of the 2008 CBs from HK$0.3696 per Share to HK$0.095 per Share; and
(c) inclusion of the following adjustment events to the conversion price:
(i) issue of Shares for subscription by way of rights, or a grant of options
or warrants to subscribe for Shares, at a price which is less than 80%
of the market price per Share to the shareholders of the Company; (ii)
issue wholly for cash of securities convertible into or exchangeable for or
carrying rights of subscription for Shares, if in any case the total effective
consideration per Share receivable is less than 80% of the market price,
or the conversion, exchange or subscription rights of any such issue are
altered so that the said total effective consideration receivable is less than
80% of such market price; and (iii) issue of Shares being made wholly for
cash at a price less than 80% of the market price per Share.
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The Board is pleased to announce that the proposed resolution in respect
of the above mentioned Third Supplemental Deed and the transactions
contemplated thereunder was duly passed by the Shareholders by way
of poll at an extraordinary general meeting of the Company held on 7
March 2017. Accordingly a maximum of 1,305,978,947 Shares will be
allotted and issued upon exercise of the conversion rights attached to the
outstanding 2008 CBs of aggregate principal amount of HK$124,068,000
in full at the conversion price of HK$0.095 per Share as at 31 December
2017.

As at 31 December 2017, the Company had outstanding 2015 CBs of
aggregate principal amount of HK$40 million which will be compulsorily
converted into 173,913,043 Shares.

PROMISSORY NOTE

The Group had an outstanding principal of promissory note of
approximately HK$28,900,000 (2016: HK$29,000,000), which was issued
pursuant to the agreement in relation to the acquisition of Blossom Height
Ventures Limited in 2015. It is non-interest bearing and the settlement
date is 21 April 2018.

LITIGATION

On 22 January 2015, the Company announced that a writ of summons
was issued in the Court of First Instance of the High Court of Hong
Kong by Au Kai To Karel, as the plaintiff claiming against (i) End User
Technology Limited, an indirect wholly-owned subsidiary of the Company,
as the 1st Defendant; (ii) the Company, as the 2nd Defendant; and (iii)
Lau Chi Yan Pierre, the managing director and executive director of the
Company, as the 3rd Defendant for, inter alia, (1) specific performance of
an agreement dated 2 May 2013 in relation to a discloseable transaction
of the Company (details of which were disclosed in the announcement of
the Company dated 2 May 2013); or (2) alternatively, the damages in the
sum of HK$8,000,000 in lieu of specific performance; and (3) the interest;
(4) further and/or other relief; and (5) the costs. Formal trial was held on 4-7
September 2017.

On 29 September 2017, the Company received a judgement dated 29
September 2017 handed down by the High Court of Hong Kong (the
“Judgement”) ordering, among others, that the Company and End User
Technology Limited, the Company’s indirect wholly owned subsidiary, to
pay, jointly and severally, damages to Mr Au Kai To Karel in the sum of
HK$4.4 million.

As announced by the Company in its announcement on 14 November
2017, the Company has appealed against the Judgment by way of Notice
of Appeal filed on 25 October 2017 with the Court of Appeal. The
Company’s appeal is numbered CACV 237 of 2017. Additionally, after
seeking further legal advice on the Judgement, the Appeal, the Petition (as
explained below) and other appropriate actions to be taken thereon.
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On 13 November 2017, the Company received a petition made by Mr Au
kai To Karel (the “Petition”) in the matter of the Companies (Winding Up
and Miscellaneous Provision) Ordinance, Chapter 32 (the “Ordinance”)
from the High Court that the Company may be wound up by the High
Court under the provisions of the Ordinance on the ground that the
Company is deemed to be unable to pay the sum of HK$4.4 million
as stipulated therein the Judgement mentioned above. The Petition is
numbered HCCW 343 of 2017.

The Company, on 1 December 2017, applied to the Court for a validation
order in respect of the Company’s disposition of property pending
determination of the Petition (the “Validation Order”). At the hearing
on 24 January 2018, the Validation Order was granted by the Court in
the terms as follows: until further order of the Court, (i) any payment
or other disposition of property made on or after 13 November 2017 in
the ordinary course of the business of the Company shall not be void;
(ii) the payments made into or out of certain specified bank accounts of
the Company in respect of expenses incurred in the ordinary course of
business shall be sanctioned; (iii) the payment of reasonable legal expenses
incurred by the Company in various legal proceedings shall not be void;
(iv) any transfer of the Company’s shares on or after 13 November 2017
shall not be void; and (v) the Company shall provide to the Petitioner
all quarterly Reports commencing December 2017 and annual Reports
starting from the year ending 31 December 2017 within three days from
the date of issuance of the same to the public.

On 26 February 2018 the hearing of the Petition is adjourned to 26 March
2018 for further directions.

As the Company continues to be solvent and the normal course of
operation of the Company has not been adversely affected by the Petition.
The Company is endeavouring to oppose the Petition and will take every
possible step to protect the interests and assets of the Group as well as
the interest of the Shareholders and investors of the Company.

RoZE—+F+—A+=0 ARFEEESZ
Prasd s MEEFLAREEEEEEFFEINE(R
A BB REEEAESOEBI ) (32460 1) 2 28 ([ 7%
2% BRAQXRREWGRIEREEERRA-Z
—tFNA-tTNBZZHA RPN E LB
4 400,0007Cif Al Be = F A BT AR R 5% 6B 2 16308
CHAEBIEHR AT —HEFHCCW 34358 -

RARRZE— JCE‘T‘_)E] H?fﬁﬁ@%ﬁﬁﬂ?ﬁﬁ
R (l—wu J) FET%ER - N_%

—N\E—A=-+mHE#T ZH%.:U: EBR B BIRRR
S BRGTOT ERERE—FSBESHBILEOITE
BHR —E—tF+—A+=ZBR2ERARRBEE
EBBREPEH AN EGERES ()b
MEMASERBEPHEEARAT 2EAREHAR
AAETIRERITRE Z A : (i) MEEUHEA R RS
ERERFELEZBIEEAERERMNE (V)T HXxéJ
N_E—tF+—A+=B 2 EHE 2 T RAR
R EEaE &) A ARERRAART J%’é%%ﬁ—’?giﬁ%

(B=F—tFT-AR)REBERE-F—LF
+=A=+—BILFER) 2 AR ANBRER
EEXTZHA -

RZZBE-NFZAZ+RE  ZEFNRAREE
Z-N\FZAtRB  AFE—FETR-

HAARRRNEREERNERARAFZEREELE
Y¥REHZAMTE c ARBEBNREZEH AL
ERER— YD A BE AV B AR B AR SR B 0 F 28 L B EE DA I
ARBBIRFALE HEFE



Letter to the Shareholders
HMARE WY

PROFIT GUARANTEE IN RELATION TO THE ACQUISITION OF
THE ENTIRE ISSUED SHARE CAPITAL OF BLOSSOM HEIGHT
VENTURES LIMITED

On 21 April 2015, the Group completed the acquisition of the entire
issued capital of Blossom Height Ventures Limited, investment of which
is primarily in the shareholding interests in Hang He, and in accordance
with the terms of the relevant acquisition agreement dated 31 October
2014, the Vendor has given to and for the benefit of the Purchaser a
profit guarantee that the consolidated net profit after taxation and any
extraordinary and exceptional items for each of the three years ending 31
December 2015, 2016 and 2017 shall not be less than HK$10 million.

However, as the profit guarantee for the year ended 31 December 2017
has not been met, the amount payable by the Company on redemption of
the above promissory note shall be reduced on a dollar for dollar basis by
the amount for approximately HK$0.1 million.

DISCLOSEABLE TRANSACTION IN RELATION TO THE FINANCE
LEASE AGREEMENT

As disclosed in the Company’s announcement dated 20 January 2017 (the
“FL Announcement”), on 20 January 2017 (after trading hours), Heng He,
entered into a finance lease agreement (the “Finance Lease Agreement”)
with 8RN EJSEBEAMR A A] (Shanghai Zhang Cheng Computerized
Embroidery Company Limited*) (the “Lessee”), pursuant to which
Heng He conditionally agreed to purchase the Leased Assets (as defined
therein the FL Announcement) from the Lessee at a total consideration of
RMB25 million (approximately HK$27.50 million), which would be leased
back to the Lessee at the aggregate lease receivables of approximately
RMB28.85 million (approximately HK$31.73 million) for a term of 3 years,
commencing on the date of payment of the consideration for the Leased
Assets.

As one or more of the applicable percentage ratios calculated under the
GEM Listing Rules in respect of the Finance Lease Agreement exceed 5%
but are less than 25%, the transaction contemplated under the Finance
Lease Agreement constitutes a discloseable transaction for the Company
and is subject to the notification and announcement requirements under
Chapter 19 of the GEM Listing Rules.

ACQUISITION OF 51% OF THE ISSUED SHARES IN HENG

On 7 February 2017 (after trading hours), the Company through a wholly-
owned subsidiary entered into a sale and purchase agreement, pursuant
to which the Company has conditionally agreed to acquire 51% of the
issued share capital of Heng (the "Acquisition”) at a consideration of
HK$10,000,000 which will be settled by the allotment and issue of the
consideration Shares by the Company to the vendor or its nominee upon
completion of the transaction.

As the applicable ratios under Chapter 19 of the GEM Listing Rules
exceed 5% but are below 25%, the Acquisition constitutes a discloseable
transaction of the Company under the GEM Listing Rules.
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On 24 March 2017, an extraordinary general meeting was convened
and held and, during which, the resolution in relation to the Acquisition
and the transactions contemplated thereunder including the grant of
the specific mandate to allot and issue the consideration Shares was duly
passed by the Shareholders by way of poll.

On 26 July 2017, the Securities and Futures Commission has approved
the Company’s application to become a substantial shareholder of Heng
pursuant to section 132 of the SFO. The completion of the Acquisition
took place on 10 August 2017 in accordance with the terms and
conditions of the Agreement.

CHANGE OF DIRECTORSHIP AND COMMITTEE MEMBERS

Mr. Yip Kat Kong, Kenneth, due to his need in concentrating in the
development of his own business, has resigned as an independent non-
executive director of the Company with effect from 27 February 2017,
and accordingly, his appointment as a member of the nomination
committee, a member of the remuneration committee and as a member
of the audit committee of the Company has been revoked with effect
from 27 February 2017.

Mr. Au-yeung Sei Kwok was appointed as an independent non-executive
director of the Company with effect from 27 February 2017 and he was
also appointed as a member of the nomination committee, a member of
the remuneration committee and as a member of the audit committee of
the Company with effect from 27 February 2017.

During the Company’s annual general meeting (the “AGM") held on 26
June 2017, Mr. Au-yeung Sei Kwok was re-elected as a director of the
Company pursuant to the articles of association of the Company.

APPRECIATION

I would like to express my gratitude to our management team and all
staff for their hard work in the execution of the Group’s strategies and
operations during the past year. As approved by the shareholders in the
annual general meeting held on 3 May 2012, the Company adopted
a share option scheme, which could provide incentives and rewards to
eligible participants for their contribution to the Group. Last but not the
least, | wish to thank all shareholders, customers, suppliers, business
partners, bankers, government authorities for their continuous support
and confidence in the Group.

Cheung Wai Yin, Wilson
Chairman and Chief Executive Officer

Hong Kong
26 March 2018

*  For identification purpose only
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FINANCIAL REVIEW 50
Highlights on financial results MR ERE
Year ended 31 December
BE+-A=1+-HLFE

(HK$000, except percentage figures) 2017 2016
(FH&T - BRADLEFIN —E-tF ZT—RF
Revenue WA 430,184 256,232
Gross profit eS| 31,265 26,821
Gross profit margin EF= 7.3% 10.5%
Operating expenses R (24,667) (22,191)
Administrative expenses THEA (13,883) (12,824)
Non-cash items: JFREER
Depreciation of property, plant and equipment* WE - BB RERETE (3,785) (2,161)
Written off of inventories FEME (137) (435)
Written off of bad debts RIRMER (3,009) (117)
Provision for impairment loss on trade receivables B o W HIE R E R RHE = 3)
Provision for impairment loss on loan receivables R EZCREEEEE (1,000) —
Provision for impairment loss on prepayments, AR - e REMEEIE

deposits and other receivables REBEREE (285) —
Loss on early repayment of promissory notes REEERLERZEE = (493)
Finance costs of convertible bonds and promissory notes AR &S KA E i 7 jE A AR (16,541) (19,005)
Gain on extinguishment of CB liability component AR ERA BT 31,162 —
Loss for the year AEEEE (3,332) (40,148)
Loss for the year excluding non-cash items** REFMBRIFRSIER 2 BB~ (9,737) (17,934)

* In 2017 and 2016, all of the depreciation of property, plant and equipment ~ * RIZE—EEFERZT—RF - FIEVE  BERE
were included in the operating and administrative expenses. FESTALEREZ RITRER -

** | oss for the year less non-cash items stated. > KREEEBBRAYIERELIER -
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DISCUSSION ON FINANCIAL RESULTS

For the year ended 31 December 2017, the Group's reported revenue
reached approximately HK$430.2 million, representing an increase of
approximately 67.9% on a year-on-year basis. The significant increase in
revenue was driven by the two major sources of revenue from trading
business and financial services business. Trading business increased
approximately HK$149.9 million, representing approximately 85.5%, and
financial services business also increased approximately HK$23.9 million,
representing approximately 29.7% on a year-on-year basis.

To correspond with the pace of growth in revenue, the Group's
gross profit for the current year was approximately HK$31.3 million,
representing approximately 16.6% increase on a year-on-year basis.
The increase was mainly attributable to the financial services business
segment.

Despite the significant growth in terms of dollar in both revenue and gross
profit, under intensive competition in the overall business environment,
the Group's overall gross profit margin decreased by approximately 3.2%
on a year-on-year basis.

During the year, the Group recognised a one-off gain on extinguishment
of 2008 CB liability component of approximately HK31.2 million derived
from revaluation upon extension for 3 years.

In light of the increasing operating activities carried out during the
year, the overall operating and administrative expenses also increased
correspondingly to approximately HK$24.7 million and HK$13.9 million
respectively.

For the reason mentioned earlier, the result for the year improved
drastically. The Group reported loss for the year of approximately HK$3.3
million which represented approximately 91.7% reduction on a year-on-
year basis. The loss excluding non-cash items decreased approximately
HK$9.7 million.

Analysis by business segment
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Year ended 31 December

BE+t-A=t—-HLEFE

Revenue Profit/(loss) before tax

ON BEALEF (E18)
(HK$'000) 2017 2016 2017 2016
(F%&T) —E—+tF —T—REF —E—+F ZE—RF
Trading business BHEK 325,217 175,290 (573) (866)
Financial services business SRS ES 104,155 80,274 8,282 11,760
Information technology business RS e 812 628 (322) (1,773)
Other business Hih 5% — 40 (43) (28)
430,184 256,232 7,344 9,093

Contributed by the intensive sale efforts putting on dairy products,
beauty products and consumables, the revenue increased significantly
to approximately HK$325.2 million, representing a 85.5% increase over
the last year. As a result, the reported loss was reduced to approximately
HK$0.6 million which decreased by approximately 33.8% compared with
the corresponding year.

HEEHEFNER EAEMEEANENE
B W A KB EFFE49325,200,00008 7T © 8 EF F
F85.5% ° At - R4 B8 T B Z=49600,00078 7T -
5 FFE T BAI33.8% °
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The financial services business kept providing satisfactory results in terms & @RS E R EHEHN R B ADE RN A ES AMm
of revenue and profit before tax. Compared to 2016, the reported revenue ~ BH&I¥4E « MEW R - —NE LF429.7% - &

increased by approximately 29.7% to HK$104.2 million.

104,200,000/ 7T ©

Since 2015, the information technology business kept not performing B -Z— 1% @ AR ERAITES T S35
well due to keen competition in the industry. The reported revenue slightly & XRIBF~E - HEWFNE LA EZE T —+FE
increased in terms of dollars to approximately HK$0.8 million representing ~ #7800,000/8 7T * ¥4 4)29.3% o B ATE 1B T %4
approximately 29.3% on year-on-year basis for the year 2017. The loss  81.8% ZZN4E [E #)47300,000/8 7T °

before tax decreased by approximately 81.8% to approximately HK$0.3

million for the current year.

Analysis by geographical segment

EED B

Year ended 31 December

BE+-A=t-BLEFE

2017 2016
—E—+F —T—RF

(HK$000, except percentage figures) Revenue Proportion Revenue Proportion
(F&T - BHLLBEFRIN A ol A Lefil
Hong Kong BB 328,371 76.33% 177,414 69.24%
Mainland China B KR 101,813 23.67% 78,818 30.76%

430,184 100% 256,232 100%
Highlights on financial position B EE

As at 31 December

R+=A=+—-8H

(HK$'000) 2017 2016
(F#T) —E—tF ZT—RF
Property, plant and equipment M - BEREE 4,011 4,664
Goodwill S 5,803 —
Held-for-trade investment FEEERE 534 —
Intangible assets BREE 5,705 2,805
Statutory deposit EERE 510 510
Availablefor-sale investments At ERE 1,475 1,475
Finance lease receivables BMEMSREIIE 2,077,675 1,901,318
Trade receivables JEWE R 8,202 6,867
Loan receivables EREYGRIE 1,080 3,300
Bank balances — Trust accounts RITHERR — (EFEERP 5,759 5,206
Bank balances and cash — general accounts RITEBRRRE — —REP 36,490 63,347
Bank borrowings RITER (1,824,615) (1,695,685)
Convertible bonds — liability component ARkES — aBEHs (95,940) (114,400)
Promissory notes AR (27,622) (50,402)
Finance lease obligation BEMR SRR (1,026) (1,968)
Non-controlling interests FEIERR I (101,046) (88,039)
Equity attributable to owners of the Company RRAIRERB AEERFER 40,114 3,301
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Discussion on financial position

During the year, the Group acquired a subsidiary, which is carrying out
regulated activities under SFO, that led to the increase in goodwill, held-
for-trade investment, intangible assets, trade receivables, bank balances
and cash — general accounts.

Finance lease receivables and bank borrowings increased in tandem.
Finance lease receivables increased approximately HKD176.4 million and
bank borrowings increased approximately 128.9 million. Both increment
were mainly contributable to new finance lease contracts entered and
RMB has been stronger against HKD at the end of the reporting date.

Convertible bonds - liability component decreased approximately HKD18.5
million which was the net effect of gain in extinguishment of liability
component upon maturity and imputed interest charged.

During the year, one of the promissory notes matured which was
transferred to other payable and the remaining promissory note was
charged with imputed interest. As a result, the carrying amount of the
promissory note at the reporting date had a net decrease of approximately
HKD22.7 million.

B AR A AR

REAREEDWE-HMNBAR  REEEFEFLY
BRPIMRENTRE RS ﬁ?ﬁf&* FIFEER
B BWEAE  BHRUGA  RITEHLES —
—RRERP -

e e i E MIRTTIEFUE N - U B &ML
176,400,000/ 7T X8R 7718 3/ I8 IN47128,900,0007%
Lo MEESMEZARIIUHEMBEESY MAR
BRERES B EIRE BT -

ABRESFRERS LA
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2 ¥ #918,500,000/8 7T * 4
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AREFR—RASZERFERNTE  EEEH b EN
FIBMER FHAEEREFAMERNE - Bt - Rk
£ HER R ZIEAREEF NK4922,700,00078 7T ©

Capital structure and gearing ratio EREEREFEBLE
As at 31 December
R+=A=+-H
2017 2016
—E—tF R
HK$’000 Proportion HK$'000 Proportion
T :47]] FAET 1411
Total borrowings BEE
— Bank borrowings — RITER 1,824,615 91.72% 1,695,685 90.88%
— Convertible bonds — ARk ES
(liability component) (BEID) 95,940 4.82% 114,400 6.13%
— Promissory notes — AN EE 27,622 1.39% 50,402 2.70%
— Finance lease obligation — BEEEALE 1,026 0.05% 1,968 0.11%
1,949,203 97.98% 1,862,455 99.82%
Equity attributable to owners KA RERE A
of the company E(E R RS 40,114 2.02% 3,301 0.18%
Total capital employed BEAmEER 1,989,317 100% 1,865,756 100%

The increase in bank borrowings was in line with the growth of finance
lease business during the year.
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During the year, 2008 CB was matured and extended for three years, as a
result the liability component was extinguished by approximately HKD31.2
million based on revaluation upon maturity. On the other hand, the
carrying amount has been charged with imputed interest, the outstanding
principal amount of the convertible bonds remained approximately
HK$124.1 million for both years with the maturity date due on 12 August
2020.

There were 2 batches of promissory notes collectively referred as 2014
PN and 2015 PN respectively. As at 31 December 2017, the outstanding
principal and coupon interest of the 2014 PN amounted to approximately
nil (2016: HK$26.6 million) which has been matured in April 2017. In April
2015, the Company issued the principal amount of HK$32.0 million of
2015 PN as part of the consideration to acquire the 40% equity interests
in Heng He. The 2015 PN will be matured in April 2018. During the year
2016, the Company early repaid partially the outstanding principal of
the 2015 PN of HK$3.0 million. The outstanding principal of 2015 PN
amounted to approximately HK$28.9 million as at 31 December 2017
(2016: HK$29.0 million).

Liquidity and financial resources

RER —EENFARAREFEIHILER=
F - RALRIPRNESNGHE  AETSEREHEY
31,200,000 - RS —F M * BREIEE FT AR
HFE - MEFENATBRRESRLBARE FHY
124,100,000/ 7T - HEBEHA-Z-_EF N\A+=
E| o

EMERLEE  2RHBAZS —HFEALEE K
—E-AFALEE RZE—tFt+=—A=+—
B —ZE—NFAAEBZRBELACELE@mHAL
# AT (ZF—/NF : 26,600,00087T)  HEN =
T ENATE - R —REMNA - AAFIEST
R4%32,000,0008 T S —AFEEEE 1
BIREBET40% REMNRE - T —RAFEAHLER
BR-ZE—NFHAFIH - R_ZT—"F KAAFE
RAEESNH T AFALEBEZABELASSE
3,000,000/7 - R=E—+E+-_A=+—H =
T -RFAREENREERNSTEL /28,900,000
To(ZZ—7%4F : 29,000,000587T) °

RBEERMBEEIR

As at 31 December

Wt=A=+—-H
(HK$'000) 2017 2016
(F%&7T) —E—+tE —T-RF
Current assets REEE 1,966,381 176,172
Current liabilities wEEE 1,913,951 246,355
Current ratio B R 1.0 0.7

As at 31 December 2017, high portion of the finance lease receivables
were current assets, however high portion of bank borrowings in tandem
were also current liabilities which were non-current as at 31 December
2016. Furthermore, the bank balances and cash - general accounts
decreased dramatically, and other components of current liabilities
increased. The combined effect of these factors led the current ratio
increased to 1.0 from 0.7.
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Foreign currency exposure

The Group's reporting currency is Hong Kong dollar. During the year
ended 31 December 2017, most of the Group’s transactions were
denominated in Hong Kong dollars (“HK$") and Renminbi (“RMB").
The Group had exposure to the risk of exchange rate fluctuations for
RMB on account of its cost of finance lease and information technology
operations in the Mainland China. The Group did not formally employ any
hedging instruments or derivative products considering the relevant costs
and benefits. However, the Group will continue to monitor closely the
exchange rate risk.

Contingent liabilities

Details of the Company’s contingent liabilities is set out in the note 42 to
the financial statements (2016: Nil).

Acquisition and disposal of subsidiaries and affiliated companies

Details of acquisition and disposal of subsidiaries during the year ended
31 December 2017 and 2016 are disclosed in the notes to the financial
statements of the Annual Report of the Company. Except for those
disclosed in the Annual Report, the Group did not acquire or dispose of
any material subsidiaries and affiliated companies during the year ended
31 December 2017.

Significant investments

The Group did not acquire or hold any significant investment during the
year ended 31 December 2017 (2016: Nil).

Pledge of assets

As at 31 December 2017, the finance lease assets held by the leasees
with the carrying value of approximately RMB1,858.1 million (equivalent
to approximately HK$2,231.5 million) had been pledged to the bank as
security for the loan facilities of the Group (2016: RMB1,858.1 million
(equivalent to approximately HK$2,074.7 million)).

Capital commitments

As at 31 December 2017, the Group did not have any significant capital
commitments (2016: Nil).

Employees and remuneration policy

As at 31 December 2017, the Group employed 35 staff (2016: 35). The
Group’s remuneration policy is based on principle of equality, motivating,
performance-oriented and market-competitiveness. Remuneration
packages are normally reviewed on an annual basis. Apart from salary
payments, other staff benefits included provident fund contributions,
medical insurance coverage and performance related bonuses. A share
option scheme is also established to reward and motivate the employees
of the Group.

SME BB
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Directors and Senior Management
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EXECUTIVE DIRECTORS

Mr. Cheung Wai Yin, Wilson, aged 47, is currently an executive director,
the chairman, chief executive officer (“CEO"), compliance officer, member
of the Nomination Committee, member of the Remuneration Committee,
authorised representative and agent for service of process in Hong Kong
of the Company and as a director of certain relevant subsidiaries of the
Company. He is deemed a substantial shareholder of the Company. Mr.
Cheung has over 20 years of experience in the field of audit, business
development, corporate finance and financial management. Mr. Cheung
is a member of the Hong Kong Institute of Certified Public Accountants
and Hong Kong Securities and Investment Institute. He holds a Master
of Science degree in Financial Engineering from City University of Hong
Kong and Bachelor degrees in Arts and Administrative Studies from York
University, Canada.

Mr. Lau Chi Yan, Pierre, aged 42, is currently an executive director, the
managing director, member of Nomination Committee, member of the
Remuneration Committee and as a director of certain relevant subsidiaries
of the Company. Mr. Lau has over 15 years of experience in the field of
information system, operational system and general management. Mr. Lau
holds an Executive Master Degree of Business Administration in General
Management from University of Hull, the United Kingdom and a Bachelor
of Science degree in Computer Science from University of Calgary,
Canada. Besides, Mr. Lau is a member of Guangdong Huizhou Committee
of the Chinese People’s Political Consultative Conference (FREI A REUA
WrEeREREEMNTZE) and a member of The 12th All-China Youth
Federation Committee (B + —JERE2HEFHELZER).

INDEPENDENT NON-EXECUTIVE DIRECTORS

Ms. Yeung Mo Sheung, Ann (“"Ms. Yeung”), aged 53, has served as
an independent non-executive Director of the Company since October
2012 and is a member of the Nomination Committee, the Remuneration
Committee and the Audit Committee. She holds a Bachelor degree of
Retail Marketing with honours in the United Kingdom and a Diploma in
Marketing from The Chartered Institute of Marketing. She pursued her
further study on legal course and has been awarded a Diploma in Legal
Practice in the United Kingdom in 1998 and is presently a consultant of
Messrs. Fung & Fung, Solicitors, a legal firm in Hong Kong. Ms. Yeung is
currently an independent non-executive director, a member of the audit
committee, a member of the remuneration committee and a member
of the nomination committee of Success Universe Group Limited, issued
shares of which are listed on the Main Board of the Stock Exchange.

Furthermore, she is currently an independent non-executive director, a
member of each of the audit committee, remuneration committee and
nomination committee of E Lighting Group Holdings Limited, issued shares
of which are listed on GEM. She is also the chairman of the nomination
committee of this company.
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Mr. Ng Kay Kwok (“Mr. Ng”), aged 55, has served as an independent
non-executive Director of the Company since July 2013 and is a member
of the Nomination Committee, the Remuneration Committee and the
Audit Committee. He graduated from the Australian National University
with a Bachelor’s Degree in Economics and obtained a Graduate Diploma
in Accounting from Macquarie University. He is a member of CPA Australia
and has extensive experience in accounting and financial management. In
addition, Mr. Ng was an executive director and the chief executive officer
of GET Holdings Limited (“GET"), a company listed on GEM, from 9 July
2010 to 31 May 2011 and from 29 May 2012 to 24 May 2013, he was
also the company secretary of GET from 1 January 2007 to 31 May 2011.
Mr. Ng is currently an independent non-executive director, the chairman
of the audit committee, a member of the nomination committee and the
remuneration committee of China Fortune Financial Group Limited, a
company listed on the Main Board of the Stock Exchange.

Mr. Au-yeung Sei Kwok (“Mr. Au-yeung”), aged 57, was appointed
an independent non-executive Director of the Company and a member of
the Nomination Committee, the Remuneration Committee and the Audit
Committee on 27 February 2017. He has over 30 years of experience
in business development and management. Mr. Au-yeung holds a
Master degree of Business Administration in Business Management
from University of Hull and a Bachelor of Science degree in Mechanical
Engineering from University of Newcastle upon Tyne, the United Kingdom.
Mr. Au-Yeung is also enthusiastic in social affairs and currently serves as
the Vice Chairman of Senate of Democratic Alliance for Betterment of
Hong Kong.

SENIOR MANAGEMENT

Mr. Lai Yau Hong, Thomson, aged 55, joined the Group in December
2010, is the company secretary of the Company. Mr. Lai has over 22
years of experience in company secretarial duties as well as corporate
governance and management fields and has taken up senior management
positions in a number of multinational conglomerates and companies
listed on the Stock Exchange. He is an associate member of the Institute
of Chartered Secretaries and Administrators and The Hong Kong Institute
of Chartered Secretaries.
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CORPORATE GOVERNANCE PRACTICES

The Company has always recognised the importance of the transparency
and accountability to shareholders of the Company (the “Shareholders”).
It is the belief of the Board that the Shareholders can maximise their
benefits from good corporate governance. The Company is committed to
maintaining and ensuring high standards of corporate governance in the
interests of the Shareholders. Throughout the year ended 31 December
2017, the Board has reviewed the Group’s corporate governance practices
and is satisfied that the Company has complied with the code provisions
under the Corporate Governance Code set out in Appendix 15 to the
GEM Listing Rules, except for the following deviations from the code
provisions of the Code:

Code Provision A.2.1

The Code Provision A.2.1 provides that the roles of chairman and chief
executive officer should be separate and should not be performed by the
same individual.

There is no separation of the roles of chairman and chief executive officer
as set out in the Code Provision A.2.1.

Mr. Cheung Wai Yin, Wilson currently assumes the roles of both the
chairman and chief executive officer of the Company. Traditionally, the
chief executive officer of the Company also assumes the role of the
chairman of the Company because it is believed that the structure of the
Board ensures the balance of power and authority therefore no need to
segregate the roles of the chairman and chief executive officer of the
Company. Mr. Cheung Wai Yin, Wilson, has substantial experience that is
essential to fulfilling the role of the chairman of the Company, at the same
time, he has the appropriate management skills and business acumen that
are the prerequisites for assuming the role of the chief executive officer of
the Company in the day-to-day management of the Group.

The Board is currently composed of five directors including three
independent non-executive directors with a balance of skills and
experience appropriate for the requirements of the Group. Furthermore,
the roles of the management of the Company's major operating
subsidiaries are performed by the managing director and other
individuals. The balance of power and authority is therefore ensured by
the current structure of the Board. Whilst it does not believe that such
role separation will improve the corporate performance, the Board, as
well as the Company, intends to comply with this code provision by
seeking and appointing suitable candidate with appropriate background,
acknowledge, experience and calibre to assume the role as the chairman
of the Company.
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Code Provision A.4.2

The Code Provision A.4.2 provides that all directors appointed to fill a
casual vacancy should be subject to election by shareholders at the first
general meeting after their appointment. Every director, including those
appointed for a specific term, should be subject to retirement by rotation
at least once every three years.

In accordance with the articles of association of the Company, any director
appointed to fill a casual vacancy shall hold office only until the next
following AGM and shall then be eligible for re-election.

The Board considers that the Company is in compliance with paragraph
4(2) of Appendix 3 under the GEM Listing Rules and such a deviation is
not material as casual vacancy is expected seldom happens and duration
between appointment to fill casual vacancy and the immediate following
AGM is less than one year and is considered to be short.

Pursuant to the articles of association of the Company, the Chairman and
the managing director of the Company shall not be subject to retirement
by rotation or also not be taken into account in determining the number
of directors to retire in each year. The Board considers that the continuity
of the Chairman and the managing director and their leaderships will be
essential for the stability of the key management of the Board. On the
other hand, the Board will ensure that the directors of the Company other
than the Chairman and the managing director will rotate at least once
every three years in order to comply with the Code Provision A.4.2.

MODEL CODE FOR SECURITIES TRANSACTIONS BY THE
DIRECTORS

The Company has not adopted a code of conduct nor established written
guidelines regarding the securities transactions by the directors and
relevant employees of the Company but has applied the principles of the
required standard of dealings set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. The Company has also made specific enquiry of all directors
of the Company and the Company is not aware of any non-compliance
with the required standard of dealings set out in Rules 5.48 to 5.67 of the
GEM Listing Rules throughout the year ended 31 December 2017.

THE BOARD

The Board is charged with the responsibility for the promotion of the
success of the Company by directing and supervising its affairs in a
responsible and effective manner. Each Director has a duty to act in good
faith and should take decision objectively in the best interests of the
Company.
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Matters reserved for the Board’s decision include those relating to:

—  the strategic direction of the Group;

—  the objectives of the Group;

— monitoring the performance of the management of the Group;

—  ensuring prudent and effective control measures are in place;

—  material bank facilities arrangements;

—  material acquisitions and disposals of assets and significant

investments;

—  material transactions with connected persons;

—  material corporate finance transactions including placing or sale
of shares or convertible bonds, corporate restructuring, take-over,
including approval of the announcements and the circulars;

—  reviewing and approving quarterly results, half-yearly results and
annual financial statements, declaration of dividends;

—  appointment, re-appointment of auditors and determination of

their remuneration; and

—  reviewing and determination of the terms and remuneration of the

Directors.

The management of the Group was delegated the authority and
responsibility by the Board for managing the businesses of the Group,
with division heads responsible for different aspects of the business.
The Board meets at least four times each year and meets as and when
required. Appropriate and sufficient information including notices were
provided to the Board’s members in a timely manner. During the year
ended 31 December 2017, the Board held ten meetings. The attendance
of a director appointed part way during this financial year is stated by
reference to the number of meetings held during his/ her tenure. The
attendance of the Directors at the Board's meetings (either in person or by

phone) is set out as follows:
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Number of attendance

Name of the Directors BEEfE R E
Cheung Wai Yin, Wilson REE 99
Lau Chi Yan, Pierre 218 99
Yeung Mo Sheung, Ann E N 99
Ng Kay Kwok RHEE 99
Yip Kat Kong, Kenneth EET

(resigned on 27 February 2017) (R=ZZE—tF A=+t HEHT) 2/2
Au-yeung Sei Kwok 5+ B

(appointed on 27 February 2017) (R=—T—+EF_-A-++tRAEMHE) 17
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The company secretary of the Company is responsible for taking minutes
of the Board’s meetings and all Board’s minutes are open for inspection
by the Directors upon reasonable notice. During the year ended 31
December 2017, the company secretary has taken over 15 hours of
relevant professional training.

The Directors are enabled, upon reasonable request, to seek independent
professional advice in appropriate circumstances, at the Company’s
expenses. The Board shall resolve to provide separate appropriate
independent professional advice to the Directors to assist the relevant
Directors to discharge their duties.

Appropriate insurance cover has been arranged in respect of the legal
action against the Directors and the management of the Group. The Board
considers that the Group has sufficient and appropriate liability insurance
to cover the Directors and the management of the Group against any
legal liability arising from their performance of duties.

During the year ended 31 December 2017, each Director has ensured that
he can give sufficient time and attention to the Company’s affairs and
has participated in continuous professional development to develop and
refresh their knowledge and skills.

Name of Directors Training received
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Cheung Wai Yin, Wilson
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Lau Chi Yan, Pierre
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Yeung Mo Sheung, Ann
R

Ng Kay Kwok

RAEHE

Yip Kat Kong, Kenneth

(resigned on 27 February 2017)
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Au-yeung Sei Kwok

(appointed on 27 February 2017)
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Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

SIBERHE/BEEN, BN EREERERECEE R EE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

2INBENHE,/ R, BXNTMIEREERERCEE R FE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

2IBERHE,/FEEH, BXNTMLEREERERCEE R FE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

SIBERHE/BEEN,/ BRXATMIEREERERECEE R FE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

2IBENHE,/BEEH, BXNTMLEREERERCEE B2 FE

Attending seminars and forums/reading materials/in house briefing on regulatory and corporate
governance matters

2IMBELHE,/ R BRXNTMLEREERERCEE B2 FE
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BOARD’S COMPOSITION

As at the date of this Annual Report, the Board comprises two executive
directors, namely Mr. Cheung Wai Yin, Wilson (also acting as the
Chairman and CEO) and Mr. Lau Chi Yan, Pierre (also acting as the
Managing Director) and three INEDs, namely Ms. Yeung Mo Sheung, Ann,
Mr. Ng Kay Kwok and Mr. Au-yeung Sei Kwok. The Board has maintained
a balance of skills, experience and diversity of perspectives appropriate to
the requirements, promotion and development of the businesses of the
Group. Its composition represents a mixture of management, technical,
marketing, procurement, legal, accounting and finance which is relevant
in managing the businesses in which the Group is engaged.

The Company has received annual confirmation of independence from
the three INEDs of the Company in accordance with Rule 5.09 of the GEM
Listing Rules. The Board has assessed their independence and concluded
that all INEDs of the Company are independent within the definition of
the GEM Listing Rules.

The Board’s members have no financial, business, family or other material/
relevant relationships with each other. Such balanced composition of the
Board is formed to ensure strong independence exists across the Board
and has met the GEM Listing Rules for the Board to have at least one-
third in number of its members comprising the INEDs. The biographies
of the Directors are set out in the section headed “Directors and Senior
Management” in this Annual Report, which demonstrate a diversity of
skills, expertise, experience and qualifications.

THE CHAIRMAN AND THE CEO

Presently, Mr. Cheung Wai Yin, Wilson assumes the roles of both the
Chairman and the CEO of the Company. The reasons for the deviation
from the Code Provision A2.1 under the Code are set out in the section
headed “Corporate Governance Practices” above.

RE-ELECTION AND RETIREMENT OF THE DIRECTORS

The articles of association of the Company provide that (i) each Director
(except the Chairman and the managing director) is required to retire by
rotation and that one-third (or the number nearest to but not greater
than one-third) of the Directors shall retire from office by rotation and be
eligible for re-election at each AGM of the Company; and (i) any Director
appointed by the Board, either to fill a casual vacancy on or as an addition
to the existing Board, will hold office only until the next following AGM of
the Company and shall then be eligible for re-election at that meeting.

S50

RAFHAY EFEXEREMBATES(RE
B (RARETERRITERAER) RBECEE(R
RETAESHLE))  R=2BFRTEE(HR
Bat  REBERERBELIEEL) ZEREAH
HEERBERD  KRREENBHEAE  YEARE
BEBHRE  LERELRERARBE XL -BFF
BHASERKEE  BREE  HEXRWN - M5k
B RE O ORE e EMBE  ERNEEAKE
ReE2 %% -

ARBEEEARB =RBILIFNTESRIFAIFR
LEHRAIES 09GBS FRRK - &
ZRCMERE 2B RAARBMABLIEHR
TEFHRABILIALTCERRAIER EHHRAD -

EXeRBRAMWSAEMETTE - 55 - Kk HEME
RBEBE - B/ EFES AR TE 2B ORRER
EFenEAEY VANGARKRLETRIEZTEA
BRAL=ZDZ—NERBUIFNTESZRE - BE
EZRBENAFRIEZNERERE 5 Ef
FHYBREEEE 2 RRREE  ERAR  BBRLE
1% o

FRRTHEE

KEBRERKBRKEERDREZERITHRAES - K
NEREET R Z TR E A2 12 REEHR EX
[ERERFEMRI—H-

ETEEKER

ARFIMABERAUNRE  (VBUER(ERRES
ISR RWESE M= — (HLREAEDT
BER=ZDZ—Z ANB)ZEEEARNARBBERR
BEAXGLRESE XNEEREEBME ki) E
MEEEE LI 2ES (M im B bR B 22 B el E
REREFS 2 EF)BETEEARA TERRE
FRE  THNHAERRZBRRAFAG LEEE
£



Corporate Governance Report
EREBHRS

INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the INEDs of the Company has filed a written confirmation to
the Company confirming his independence pursuant to Rule 5.09 of the
GEM Listing Rules and has undertaken to inform the Stock Exchange and
the Company as soon as practicable if there is any subsequent change in
circumstances which may affect his independence. As at the date of this
Annual Report, the Board still considers the INEDs of the Company to
be independent. All INEDs of the Company are appointed for a term of
one year and are subject to retirement by rotation and re-election at the
AGM of the Company in accordance with the articles of association of the
Company.

THE COMPANY SECRETARY

The Company has appointed and employed, on a full time basis, Mr. Lai
Yau Hong, Thomson as the company secretary. He is an associate member
of the Institute of Chartered Secretaries and Administrators and The Hong
Kong Institute of Chartered Secretaries and is an individual who, by virtue
of his professional qualifications and relevant experience, is, in the opinion
of the Board, capable of discharging the functions of company secretary.
During the year ended 31 December 2017, the company secretary has
taken over 15 hours of relevant professional training.

The company secretary is responsible not just for taking minutes of the
Board’s meetings but also for supporting the board by ensuring good
information flow within the Board and that board policy and procedures
are followed and for advising the Board through the Chairman and
the CEO on governance matters and also for facilitating induction and
professional development of directors.

The company secretary reports to the Chairman and the CEO while all
directors have access to the advice and services of him to ensure that
board procedures, and all applicable law, rules and regulations, are
followed.

A physical board meeting is required to be held to discuss and approve
any change in the company secretary.

BOARD COMMITTEES

The Board has established three committees, namely the Nomination
Committee, the Remuneration Committee and the Audit Committee,
with clearly defined written terms of reference. The main roles and
responsibilities of these three committees, including all authorities
delegated to them by the Board, as set out in the terms of reference,
are published on the Company’s website at www.merdeka.com.hk. The
different committees’ independent views and recommendations not only
ensure proper control of the Group but also the continual achievement of
the high corporate governance standards expected of a listed company.
The chairman of each committee reports the outcome of the committee’s
meetings to the Board for further discussion and approval.
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Nomination Of The Directors

Pursuant to the requirements of the GEM Listing Rules, the Company
has established the Nomination Committee in 2012 with specific written
terms of reference in line with the code provisions under the Code.

The responsibilities and authorities of the Nomination Committee include
such responsibilities and authorities set out in the relevant code provisions
of the Code and its duties include: (i) to review the structure, size and
composition (including the skills, knowledge and experience) of the Board
at least annually and make recommendations on any proposed changes
to the Board to complement the Company’s corporate strategy; (ii) to
identify individuals suitably qualified to become Board members and select
or make recommendations to the Board on the selection of individuals
nominated for directorships; (iii) to assess the independence of INEDs;
and (iv) to make recommendations to the Board on the appointment
or re-appointment of directors and succession planning for directors, in
particular the Chairman and the CEO.

The Nomination Committee will at all times, have a minimum of three
members, a majority of which shall be INEDs and presently consists of
five members comprising three INEDs, namely Ms. Yeung Mo Sheung,
Ann, Mr. Ng Kay Kwok and Mr. Au-yeung Sei Kwok and two executive
directors, namely Mr. Cheung Wai Yin, Wilson and Mr. Lau Chi Yan, Pierre.
The chairman of the Nomination Committee is elected by the members
who are present at the meeting.

The Nomination Committee will meet as and when required to discharge
its responsibilities, but not less than once a year. During the year ended
31 December 2017, the Nomination Committee held one meeting. The
attendance of a member appointed as a director part way during this
financial year is stated by reference to the number of meetings held
during his/her tenure. The attendance of the members of the Nomination
Committee at the Nomination Committee’s meetings (either in person or
by phone) is set out as follows:
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Number of attendance

Name of the members of the Nomination Committee RELZESRERR HERE
Cheung Wai Yin, Wilson REE 2/2
Lau Chi Yan, Pierre 2158 2/2
Yeung Mo Sheung, Ann e 212
Ng Kay Kwok RAEE 22
Au-yeung Sei Kwok B 5 2/2

For the year ended 31 December 2017, the members of the Nomination
Committee have reviewed the structure, size and composition
(including the skills, knowledge and experience) of the Board and make
recommendations on proposed changes to the Board to complement the
Company’s corporate strategy. The Nomination Committee also identified
and selected individuals suitably qualified to become Directors of the
Company and make recommendations to the Board on the respective
appointment of individuals nominated for directorships.
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The Nomination Committee has assessed the independence of INEDs for
the year ended 31 December 2017.

During the year ended 31 December 2017, the Nomination Committee
was provided with sufficient resources to perform its duties and
responsibilities and at the Company’s expense to seek independent
professional advice, where and when necessary.

Remuneration of the Directors

Pursuant to the requirements of the GEM Listing Rules, the Company
has established the Remuneration Committee in 2005 with specific
written terms of reference in line with the code provisions under the
Code. The Remuneration Committee is mainly responsible for (i) making
recommendations to the Board on the policy and structure for the
remuneration of the directors and the senior management of the Group;
(ii) reviewing the remuneration package including the performance-
based bonus and incentive rewards for the executive Directors and
the senior management of the Group; and (iii) reviewing and making
recommendations to the Board the compensation, if any, payable to the
executive directors and senior management in connection with any loss or
termination of their office or appointment.

The Remuneration Committee consists of five members comprising three
INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and Mr. Au-
yeung Sei Kwok and two executive directors, namely Mr. Cheung Wai Yin,
Wilson and Mr. Lau Chi Yan, Pierre. The chairman of the Remuneration
Committee is elected by the members who are present at the meeting.

During the year ended 31 December 2017, the Remuneration Committee
held one meeting. The attendance of a member appointed as a director
part way during this financial year is stated by reference to the number of
meetings held during his/her tenure. The attendance of the members of
the Remuneration Committee at the Remuneration Committee’s meetings
(either in person or by phone) is set out as follows:
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Number of attendance

Name of the members of the Remuneration Committee HZEESRKEH R HERE
Cheung Wai Yin, Wilson REEB 2/2
Lau Chi Yan, Pierre 2158 2/2
Yeung Mo Sheung, Ann HEIE 22
Ng Kay Kwok REEH 2/2
Au-yeung Sei Kwok (H{ muer 2/2




Corporate Governance Report
FREBHRS

During such meetings, the current framework, policies and structure for
the remuneration of the directors and the senior management of the
Group was reviewed by the members of the Remuneration Committee
who reported to the Board of their reviews with recommendations.
The Remuneration Committee also reviewed the specific remuneration
packages including the terms of employment, incentive rewards and
performance-based bonus of the executive Directors and the senior
management of the Group and the fees payable to the INEDs of the
Company.

The primary objective of the Group’s remuneration policy is to retain and
motivate the executive Directors and the senior management of the Group
by linking their rewards to the corporate and individual performance,
job complexity and responsibilities, so that the interests of the executive
Directors are aligned with those of the Shareholders. No Director can,
however, approve his/her own remuneration.

In order to attract, retain and motivate the executives and the employees
serving for the Group, the Company has adopted the share option scheme
in 2012. The share option scheme enable the eligible participants to
obtain an ownership interest in the Company by payment of the exercise
price with reference to the market price of the Shares at the time of grant
and thus to reward to the participants who contribute to the success of
the Group's operations.

Details of the amount of the Directors’ emoluments are set out in note 9
to the financial statements in this Annual Report and details of the share
option scheme adopted by the Company on 3 May 2012 are set out in
the section headed “Report of the Directors” in this Annual Report.

Audit Committee

The Company has established the Audit Committee in 2001 with
specific written terms of reference formulated in accordance with the
requirements of the GEM Listing Rules. The primary duties of the Audit
Committee are to ensure the objectivity and credibility of the Company’s
financial reporting and internal control procedures as well as to maintain
an appropriate relationship with the external auditors of the Company.

The Audit Committee consisted of three members comprising three
INEDs, namely Ms. Yeung Mo Sheung, Ann, Mr. Ng Kay Kwok and Mr.
Au-yeung Sei Kwok, one of whom is a qualified accountant and has
extensive experience in accounting and financial matters. The chairman of
the Audit Committee is elected by the members who are present at the
meeting. All members of the Audit Committee hold the relevant industry
or legal, accounting and financial experience necessary to give advice on
the Board’s strategies and other related matters. All members of the Audit
Committee have complete and unrestricted access to the external auditors
and all employees of the Company.
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The Audit Committee is mainly responsible for (i) reviewing the Company’s
quarterly results, half-yearly results and annual financial statements
and making recommendations as to the approval of the Company’s
quarterly results, half-yearly results and annual financial statements by
the Board; (i) reviewing and making recommendations to the Board on
the appointment, re-appointment and removal of the external auditors
and the terms of engagement including the remuneration of the
external auditors; (iii) discussing with the external auditors the nature
and scope of the audit; (iv) monitoring and assessing the independence
and objectivity of the external auditors and the effectiveness of the
audit process in accordance with applicable standards; (v) reviewing and
monitoring financial reporting and the reporting judgement contained
in them; and (vi) reviewing financial and internal control (including the
adequacy of resources, qualifications and experience of staff of the
Company’s accounting and financial reporting function, and their training
programmes and budget), accounting policies and practices with the
management of the Group, and internal and external auditors of the
Company.

During the year ended 31 December 2017, the Audit Committee held
four meetings. The attendance of a member appointed as a director part
way during this financial year is stated by reference to the number of
meetings held during his/her tenure. The attendance of the members of
the Audit Committee at the Audit Committee’s meetings (either in person
or by phone) is set out as follows:
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Number of attendance

Name of the members of the Audit Committee ERZEGHERS HERE
Yeung Mo Sheung, Ann BRI 4/4
Ng Kay Kwok REE 4/4
Au-yeung Sei Kwok BRi% B 44

For the year ended 31 December 2017, the members of the Audit
Committee have met with the Group’s external auditors to discuss the
annual audit plan. The meeting of the Audit Committee was attended by
the members of the Audit Committee and the external auditors of the
Company. The external auditors also made presentations to the Audit
Committee on the findings on key issues addressed in the annual audit.

For the year ended 31 December 2017, the Audit Committee reviewed
the accounting principles and practices adopted by the Company and
discussed with the management of the Group the financial reporting
matters. The Audit Committee also reviewed the internal control and risk
management system of the Group with the internal auditor. The Audit
Committee also reviewed the quarterly results for the period ended 31
March 2017 and 30 September 2017, the half-yearly results for the period
ended 30 June 2017 and the annual results for year ended 31 December
2017 of the Company, and confirmed that the preparation of such
complied with the applicable accounting principles and practices adopted
by the Company, the requirements of the Stock Exchange and adequate
disclosures has been made, before announcement of these results.
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The Audit Committee recommended to the Board to review the re-
appointment of Messrs. Elite Partners CPA Limited as the Company’s
external auditors subject to the Shareholders’ approval at the forthcoming
AGM of the Company.

AUDITORS’ REMUNERATION

During the year ended 31 December 2017, the remuneration paid/payable
to the external auditors of the Group, Elite Partners CPA Limited, is set out
as follows:
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Fees paid/payable

Services rendered FriZft iR gt/ ENER
HK$'000

T

Audit services EIRIE 800

DIRECTORS' RESPONSIBILITY FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for the preparation
of the financial statements of the Company and ensure that they are
prepared in accordance with the statutory requirements and applicable
accounting standards. The Directors also ensure the timely publication of
such financial statements. The Directors aim to present a balanced and
understandable assessment of the Group’s position and prospects.

The statement of the external auditors of the Company, Messrs. Elite
Partners CPA Limited, with regard to their reporting responsibilities on
the Company’s financial statements is set out in the section headed
"Independent Auditors’ Report” in this Annual Report.

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

INTERNAL CONTROL AND INTERNAL AUDIT

The Board is entrusted with the overall responsibility for establishing
and maintaining the Group’s internal control system and reviewing their
effectiveness. The Group's internal control system has been designed
for safeguarding assets, maintaining proper accounting records and
ensuring reliability of the financial information. Through the Company’s
internal audit team, the Board has conducted a review of the effectiveness
of the internal control system of the Group which covers all material
controls, including operational, financial and compliance controls and risk
management functions.
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The internal audit team of the Company reviews the major operational,
financial and compliance controls and risk management functions of the
Group on a continuing basis and aims to cover all major operations of
the Group on a rotational basis. The internal audit team of the Company
presents their internal audit plan annually to the CEO for approval and
they also discuss and agree their audit plan with the Audit Committee at
the Audit Committee’s meeting.

PROCEDURES FOR SHAREHOLDERS TO CONVENE AN
EXTRAORDINARY GENERAL MEETING

Pursuant to Article 58 of the Articles, any one or more Shareholders
holding at the date of deposit of the requisition not less than one-tenth
of the paid up capital of the Company carrying the right of voting at
general meetings of the Company shall at all times have the right, by
written requisition to the Board or the secretary of the Company, to
require an extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition; and such meeting
shall be held within two (2) months after the deposit of such requisition.
If within twenty-one (21) days of such deposit the Board fails to proceed
to convene such meeting the requisitionist(s) himself (themselves) may
do so in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be reimbursed
to the requisitionist(s) by the Company.

SENDING ENQUIRIES TO THE BOARD

Shareholders may send written enquiries to the Company, for the
attention of company secretary at the Company’s head office and principal
place of business in Hong Kong.

PROCEDURES FOR SHAREHOLDERS TO PROPOSE A PERSON FOR
ELECTION AS A DIRECTOR

Article 86(2) of the Articles sets out that the Company may by ordinary
resolution elect any person to be a Director either to fill a casual vacancy
on the Board, or as an addition to the existing Board, subject to the
Articles and the Companies Law of the Cayman Islands.

Pursuant to Article 88 of the Articles, no person other than a Director
retiring at the meeting shall, unless recommended by the Directors for
election, be eligible for election as a Director at any general meeting
unless a written notice signed by a Shareholder (other than the person to
be proposed) duly qualified to attend and vote at the meeting for which
such notice is given of his intention to propose such person for election
and also a written notice signed by the person to be proposed of his
willingness to be elected shall have been lodged at the head office or at
the Registration Office provided that the minimum length of the period,
during which such written notice(s) are given, shall be at least seven (7)
days and that the period for lodgement of such written notice(s) shall
commence no earlier than the day after the dispatch of the notice of the
general meeting appointed for such election and end no later than seven
(7) days prior to the date of such general meeting.
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COMMUNICATION WITH SHAREHOLDERS AND INVESTOR
RELATIONS

The Company is committed to maintaining a high level of transparency
and employs a policy of open and timely disclosure of relevant information
to its shareholders and investors and discloses information in compliance
with the GEM Listing Rules, and publishes periodic reports and
announcements to the public in accordance with the relevant laws and
regulations.

The Board strives to encourage and maintain constant dialogue with
its shareholders through various means. The Directors host the annual
general meeting each year to meet the shareholders and answer their
enquiries. The Company also updates its shareholders on its latest business
developments and financial performance through its annual, interim and
quarterly reports.

The corporate website of the Company has provided an effective
communication platform to the shareholders and the investors as well as
the general publics.

During the year under review, there is no change in the Company’s
constitutional documents.
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HEKREGHS

IRIR

This year’s environmental, social and governance (the “ESG") report is
prepared by the Group to disclose information in relation to the ESG
issues. Despite this report is not comprehensive nor exhaustive, it is the
endeavours of the Group to get as close as possible in compliance with
the requirements under Appendix 20 of the GEM Listing Rules.

The key performance indicators (“KPIs”) may at the moment not be as
mature as those disclosed and presented by the other issuers in Hong
Kong, not to mention to be compatible and comparable with international
players. Yet, the Group is dedicated to develop and adopt a higher level of
ESG reporting based on international guidance and standards.

The Board understands that it is important to involve itself in preparing
this ESG report and it has extended its full support to the Secretary of the
Company, who is responsible for the task of compiling this ESG report and
is reporting directly to the Board.

We take those having interests in or being affected by the decisions and
activities of the Group as the stakeholders, who may include shareholders,
business partners, employees, suppliers, sub-contractors, consumers,
regulators and the public. As we recognize the importance of engaging
stakeholders in identifying material aspects and KPIs and understand their
views, we take every and all opportunities to communicate with them
in all occasions our environmental, social and governance approach and
performance and are looking forward to their suggestion and comments.

The Group has commissioned itself to become a high-growth player in
pursuing excellence in operations, at the same time we are dedicated to
become a “Green Corporation” that explores business opportunities in
this new and exciting sustainable world. We see no conflict in becoming a
profit making entity simultaneously being a Green Corporation.

During the year 2017, the Group is principally engaged in financial
services business, trading business and information technology business.
Financial services business, includes the finance lease business, the
securities business, and the money lending business.

The geographical location of the Group’s businesses situated both in Hong
Kong and the PRC. In Hong Kong, the Group’s headquarter was located in
Wanchai district with a trading outlet at Sheung Shui, the New Territories.
In the PRC the main areas where the operations situate include Shanghai
and Mian Yang in the Sichuan province.

This ESG report covers the Group’s endeavours and performance during
the year ended 31 December 2017 and four subject areas: workplace
quality, environmental protection, operating practices and community
involvement. Corporate governance is not included here as it has just
been dealt with separately in the section headed “Corporate Governance
Report” in this Annual Report on pages 23 to 35.
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Workplace quality

As at 31 December 2017, the Group employed 35 staff (2016: 35). The
Group’s remuneration policy is built on principle of equality, motivating,
performance oriented and market-competitiveness. Remuneration
packages are normally reviewed on an annual basis. Apart from salary
payments, other staff benefits included provident fund contributions,
medical insurance coverage and performance related discretionary
bonuses. A share option scheme is also established to reward and
motivate the employees of the Group.

In order to fully develop staff competence and potential, the Group has an
employee handbook in place for the employees to understand the policy
of the Group. To equip staff members with necessary skills and knowledge
to meet future challenges and professional requirements, especially
those who are involved in regulated businesses and activities, the Group
encourages the employees to attend a wide range of training in the areas
of regulatory requirements and compliance. Subject to the management’s
approval, the Group will subsidize the studying fee of the staff members
with a maximum annual cap, however, the Group may consider granting
more subsidize if it sees fit.

Moreover, plenty of staff activities were organized for employees,
including annual dinner, Christmas party, birthday party, and so on and so
forth. The sense of belonging of employees was enhanced and they have
strong bonding with each other.

By offering competitive remuneration packages and comprehensive fringe
benefits to our employees, our staff turnover rate remains stable, while
job performance and productivity are maintained at satisfactory levels.
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Occupational Health and Safety Data: B ER T2 EIE

2017 2016 2t —T-5F
Work related fatality 0 0 HEIFEEEICER 0 0
Work injury cases >3 days 0 0 EPFR=AZIBER 0 0
Work injury cases <3 0 0 EFIRZBAZIBER 0 0
Lost days due to work injury 0 0 IBEXEH 0 0
Work injury rate 0 0 IBx 0 0

There is no child nor forced labour in the Group’s operations. They are
in compliance with the laws of Hong Kong and the PRC in terms of
employment management.
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The Group promotes fair treatment in the workplace. Although the
Group does not have equal opportunity policies or anti-discrimination and
affirmative action policies, the Group encourages unprejudiced behaviour
within the workplace and discourages inappropriate behaviour from
employees, supervisors and independent contractors in regard to the
race, gender, sexual orientation or religious and cultural beliefs of another
person within the Group.

Environmental protection

The Group implements policies and practices that help conserve resources,
improve energy efficiency and raise environmental awareness among
our staff. We are committed to building an environmentally-friendly
corporation that pays close attention to conserving the natural resources
on Earth. We strive to minimise our environmental impact while ensuring
high standards in our service quality. We focus on paper and toner usage
throughout all of our daily operation and we have always been devoted to
reduce energy consumption as we closely monitor energy consumption at
our offices.

During the year 2017, the Group has no data on air and greenhouse gas
emissions, discharges into water and land, generation of hazardous and
nonhazardous wastes, etc. nor had the Group discharged hazardous and/
or nonhazardous wastes into water and land.

This year, we purchased A4 sized 80 gsm photocopying paper 100 reams
(2016: 50 reams). The Group did not have any other consumption on any
other kind of papers.

Currently, in order to save paper, the Group implements certain
measures such as setting duplex printing as the default mode for most
network printers; reminding employees to practise photocopying wisely;
encouraging the employees to use both sides of paper; separating the
paper waste from other waste for easier recycling; and placing boxes and
trays beside photocopiers as containers to collect single-sided paper for
reuse purpose.

All of the Group’s financial reports are printed on FSC certified papers.
The Group will continue to explore opportunities to develop its green
purchasing practices in paper supplies.
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In respect of electricity consumption in Hong Kong: HRECEEEMS ¢
Office 1in Office 2 in Shop in
Hong Kong Hong Kong New Territories
2017 ZE—+tF District District* District Total
BEAE ERAR
Month A —RHER THRMERY HREEH =Hy
kilowatt hour kilowatt hour kilowatt hour kilowatt hour
TRE FRE FRE TRE
January —A 140 2,558 1,930 4,628
February - 1,635 823 1,220 3,678
March = 788 0 1,540 2,328
April A 1,557 0 1,670 3,227
May A A 1,585 0 2,400 3,985
June ~A 2,086 0 3,240 5,326
July + A 2,170 0 3,560 5,730
August NA 2,239 0 3,650 5,889
September A 2,286 0 3,700 5,986
October +A 2,123 0 3,270 5,393
November +—A 1,866 0 2,520 4,386
December +=A 1,650 0 2,090 3,740
2017 Annual Consumption —E—tERFEHEE 20,125 3,381 30,790 54,296
# Tenancy expired in February 2017 # MER—F—F = AR
Office 1in Office 2/in Shop in
Hong Kong Hong Kong New Territories
2016 —Z—RF District District* District Total
BEE EE
Month At ~SRER  CWNER:  FREES ast
kilowatt hour kilowatt hour kilowatt hour kilowatt hour
FHH FRH FRE FHH
January —A 1,041 58 2,300 3,399
February —A 934 41 1,609 2,584
March = 1,020 37 1,720 2,777
April MA 1,116 45 2,190 3,351
May A 1,190 39 2,530 3,759
June ~A 1,121 58 3,010 4,189
July +A 1,186 3,798 3,730 8,714
August NA 1,146 3,407 3,490 8,043
September A 1,113 3,860 3,880 8,853
October +A 1,262 3,124 3,080 7,466
November +—A 1,057 3,106 2,610 6,773
December +=A 140 2,558 1,950 4,648
2016 Annual Consumption —E-RE2FHEE 12,326 20,131 32,099 64,556
* Including the consumption in the office of a newly acquired subsidiary in ~ * BERZZE—XNFLATHKENBRRMRAZTH

mid-July 2016.
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The total floor area occupied by the Group for its operations in Hong
Kong was 5,900 sq. ft. (2016: 6,304 sq. ft.). The electricity consumption
by the Group was 54,296 kilowatt hour (2016: 64,556 kilowatt hour) in
the reporting year, with an energy intensity of 9.20 kilowatt hour per sg.
ft. (2016: 10.24 kilowatt hour per sq. ft.). As most of the water usage was
included in the management fee of the premises occupied by the Group’s
operations, we have no figure of the Group’s annual consumption,
however, the Group is still conscientious in the conservation of water
resources and encourage the staff members to reduce wastage.

Operating practices

The Group through its subsidiaries has communicated with its suppliers on
the Company’s vision and mission and policies and procedures in respect
of ESG. To be a responsible supplier, the Group has registered as a food
importer/food distributor under the Food Safety Ordinance.

The Group always observes the local laws, rules and regulations at where
its businesses located, as such, the Group applied and was granted and
renewed, a money lenders licence in Hong Kong to carry on business as a
money lender for a period of twelve (12) months from 12 January 2017.

The Board has formally adopted the anti-corruption policies with reference
to the Corruption Prevention Best Practices recommended by the
Independent Commission Against Corruption since 2016.

Community involvement

Like in 2016, the Group did not do much in the year 2017 in respect of
the involvement in repaying the community by direct donations to charity
organisations. The Group will continue to explore more opportunities in
contributing to community services.
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EFEHRES

The directors of the Company presents their report and the audited
financial statements of the Company and its subsidiaries for the year
ended 31 December 2017.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding.

The subsidiaries are engaged in the financial services business, trading
business and information technology business. There were no significant
changes in the nature of the Group’s principal activities during the year.

RESULTS AND DIVIDENDS

The Group’s loss for the year ended 31 December 2017 and the state
of affairs of the Company and the Group at that date are set out in the
financial statements on pages 57 to 63.

The Directors did not recommend the payment of a final dividend for the
year ended 31 December 2017 (2016: Nil).

SUMMARY OF FINANCIAL INFORMATION

A summary of the results and assets, liabilities and non-controlling
interests of the Group for the last five financial periods/years, as extracted
from the published audited financial statements and restated/reclassified
as appropriate, is set out on page 146. This summary does not form part
of the audited financial statements.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in the property, plant and equipment of the Group
during the year are set out in note 14 to the financial statements.

SHARE CAPITAL, SHARE OPTIONS AND CONVERTIBLE BONDS

Details of movements in the Company’s share capital, share options and
convertible bonds during the year, together with the reasons therefor, are
set out in notes 26, 35 and 29 to the financial statements, respectively.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the Companies Law of the Cayman Islands which
would oblige the Company to offer new shares on a pro rata basis to
existing shareholders.

PURCHASE, SALE OR REDEMPTION OF THE LISTED SHARES

Neither the Company nor any of its subsidiaries had purchased, sold or
redeemed any of the Company’s listed shares during the year ended 31
December 2017.
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RESERVES

Details of movements in the reserves of the Company and the Group
during the year are set out in note 41 to the financial statements and in
the consolidated statement of changes in equity, respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2017, the Company’s reserves available for
distribution, calculated in accordance with the Companies Law of the
Cayman Islands, amounted to approximately HK$37,288,000 (2016:
HK$1,665,000). This included the Company’s share premium account
amounting to approximately HK$957,059,000 (2016: HK$923,103,000)
which is distributable to the shareholders of the Company, provided that
immediately following the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business.

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 financial
year is as follows:
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Percentage of the Group’s

total sales
HEEEAHEERAL
2017 2016
—E—tF —EREF
Largest customer BREP 59.25% 43.26%
Five largest customers AREFRE 87.04% 74.55%
Percentage of the Group’s
total purchase
EEEEARBEES L
2017 2016
—E2—tF —EREF
Largest supplier A ER 69.18% 48.59%
Five largest suppliers AR SRR 94.77% 85.48%

None of the directors of the Company or any of their associates or any
shareholders of the Company (which, to the best knowledge of the

directors, own more than 5% of the Company’s issued share capital) had
any beneficial interest in the Group’s five largest customers or suppliers.
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DIRECTORS

The Directors during the year ended 31 December 2017 and up to the
date of this Annual Report are as follows:

Executive Directors:

Cheung Wai Yin, Wilson
Lau Chi Yan, Pierre

Independent non-executive Directors:

Yeung Mo Sheung, Ann

Ng Kay Kwok

Yip Kat Kong, Kenneth (resigned on 27 February 2017)
Au-yeung Sei Kwok (appointed on 27 February 2017)

In accordance with article 87 of the Company’s articles of association,
Mr. Ng Kay Kwok to retire at the forthcoming AGM of the Company and
being eligible, he offer himself for re-election at the forthcoming AGM
of the Company. All INEDs of the Company are appointed for a term of
one year. According to the articles of association of the Company, all
Directors (except the Chairman and the managing director) are subject to
retirement by rotation and re-election at the annual general meeting of
the Company.

The Company has received from each of the INEDs of the Company an
annual confirmation of his independence pursuant to Rule 5.09 of the
GEM Listing Rules and, as at the date of this Annual Report, still considers
them to be independent.

DIRECTORS’ AND SENIOR MANAGEMENT’S BIOGRAPHIES

Biographical details of the directors of the Company and the senior
management of the Group are set out on pages 21 to 22 of this Annual
Report.

DIRECTORS’ SERVICE CONTRACTS

All INEDs are appointed for a term of one year and are subject to
retirement by rotation in accordance with the Company’s articles of
association.

The two executive Directors, namely Mr. Cheung Wai Yin, Wilson, and
Mr. Lau Chi Yan, Pierre have each entered into a two-year service contract
with the Company commencing from 24 August 2012 respectively.

No Director had a service contract with the Company, which is not
determinable by the Company within one year without payment of
compensation, other than statutory compensation.
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DIRECTORS’ INTERESTS IN CONTRACTS

No Director had a material interest, either directly or indirectly, in any
contract of significance to the business of the Group to which the
Company or any of its subsidiaries or fellow subsidiaries was a party
during the year ended 31 December 2017.

SHARE OPTION SCHEME

The share option scheme of the Company (the “Share Option Scheme")
was adopted by the shareholders of the Company in the annual general
meeting of the Company held on 3 May 2012 and was effective from that
date. Unless otherwise cancelled or amended, the Share Option Scheme
will remain in force for a period of 10 years from the date of its adoption.

As at 31 December 2017, there were 233,390,855 share options
outstanding under the Share Option Scheme. Based on these outstanding
share options, the total number of shares available for issue is
233,390,855, which represents approximately 11.44% and 11.44% of
the total issued share capital of the Company as at 31 December 2017
and the date of this report respectively.
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Details of the movements of the share options under the Share Option ~ RFR - EBEBIRERTEIIET 2 BEBEREZLEFE

Scheme during the year were as follows: o
Number of share options
BEBREGY
Price of the Adjusted
Cancelled/  Outstanding Date of Exercise shares Original  exercise price
Outstanding Granted Exercised Lapsed asat grant of period of before exercise price  of the share
asat during during During 31 December the share the share the date  of the share  options after
1January 2017 theperiod  theperiod  the period 2017 options options of grant options  open offer
RZB-tF &%  DRRE4
RoB-t# = B% &% BRE ped
-A-8 AR =+-H BREZ BREZ RiHAH ZRE BEBR
Name #E HATHE  REREY  RERTE  2H/AR HRTE RitAH K3 HzRE K4 EARE
(Note 2) (Note 1) (Note 1)
(Mt 2) (1) (M1
per share per share per share
&k &k &k
Executive director HiTES
Cheung Wai Yin, Wilson REE 100,000,000 — — — 100,000,000 19/8/2015 19/8/2015 - 0.147 0.147 —
18/8/2025
Lau Chi Yan, Pierre 2BC 20,000,000 — — — 20,000,000 19/8/2015 19/8/2015 - 0.147 0.147 -
18/8/2025
Independent BUFHTES
non-executive director
Yeung Mo Sheung, Ann BRE 16,483 — — — 16,483 17172013 17172013 - 0.010 3.360 2.130
16/1/2023
1,000,000 — — — 1,000,000 19/8/2015 19/8/2015 - 0.147 0.147 —
18/8/2025
Ng Kay Kwok REE 1,000,000 - - - 1,000,000 19/8/2015 19/8/2015 - 0.147 0.147 -
18/8/2025
Employees and other EERAMAER
eligible participants S8%
Employees EE 28,241 — — — 28,241 30/52012  30/5/2012 - 0.017 5.680 3.600
29/5/2022
40,000,000 — — — 40,000,000 19/8/2015 19/8/2015 - 0.147 0.147 —
18/8/2025
Other eligble particpants ~~ H#A RS 8% 332,003 - - — 332,003 3052012 30/52012- 0.017 5680 3.600
29/512022
14,128 - - - 14128 17172013 17172013 - 0.010 3.360 2.130
16/1/2023
71,000,000 — — — 71,000,000 19/8/2015 19/8/2015 - 0.147 0.147 —
18/8/2025

233,390,855 — — — 233,390,855
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Notes:

1. Pursuant to the terms and conditions of the Share Option Scheme, the
number and the exercise price of the share options is subject to adjustment
in the case of capitalisation issue, rights issue, subdivision or consolidation of
the shares of the Company, or other similar changes in the Company’s share
capital.

2. The price of the shares of the Company before the date of the grant of the
share options is the closing price of the shares of the Company as quoted
on the Stock Exchange on the trading day immediately before the date on
which the share options were granted.

Save as disclosed above, at the date of this report, no other share options
were exercised subsequent to the balance sheet date.

During the year ended 31 December 2017, no share option was granted
by the Company.

No other feature of the share options granted was incorporated into the
measurement of fair value.

DIRECTORS' INTERESTS IN SHARES AND UNDERLYING SHARES

As at 31 December 2017, the directors and chief executive of the
Company and/or any of their respective associates had the following
interests and short positions in the shares, underlying shares and
debentures of the Company and/or any of its associated corporations
(within the meaning of Part XV of the SFO) as recorded in the register
required to be kept by the Company under section 352 of the SFO or as
otherwise notified to the Company and the Stock Exchange pursuant to
Part XV of the SFO or the GEM Listing Rules:

MGE

1. RIBEEBBRRETSIMGRRIGT - BEBREZE
B RITEEAREAMEET - 1 - RABBRM O
AP AR RRAE IR E M (EH B -

2. AATBRORELEBRERL BB EE  SEE
BB R B A HIRT 2 22 5 A AR B0 B3 P
PR YT {E -

BREXEBEEIN  RAREAH  WEEMELER
RNGEE BRETRE -

KRE-Z—LF+-A=+—BILEE  ARTM
SRR (B SRR ©

S AT (AR T RS SR IR R
o

SSENKRMKIBRERMDNIER

R-F—tHF+_A=1+—8  KRREERKERT
BABR,/SFHEE B ZEABEARERE R, 3
HAEMHAEAE(ERLESRMEGRIIFEXVEL) .2
Befn RO REEET - BHCDLRERARER
BREFMBRAIFEIS2EREFEZECTMH - iR
BRESMEGRMEXVBREER ETRIE NS
RAF RS SRR T -
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Interests and short positions in the shares and the underlying
shares of the share options and the convertible bonds of the
Company as at 31 December 2017

(0]

(ii)

Long positions in the shares of the Company:

Number of the shares interested and nature of interest

REZB—tHF+ZA=+—-HREQAARDURESL
BRERTRARESASREBRO 2ESRAR

0]

REATDRBZHER :

Approximate

REREzROHARESRME percentage of the
Founder of total issued share
a discretionary capital of the
Personal trust Total Company
HEEDTE
—E2EETE BATRAMEIEZ
Name of directors EEMZ BA Z Rl A ny BABDL (%)
Cheung Wai Yin, Wilson KEE 557,814 98,437,500 98,995,314 4.85%
(note)
(PR3E)
Lau Chi Yan, Pierre Z|m- 3,984,375 — 3,984,375 0.20%
Note: BIeE

As at the Latest Practicable Date, 98,437,500 Shares were owned by
Ivana Investment Limited (“lvana”), a company incorporated in the British
Virgin Islands owned as to 100% by CW Limited, which in turn is wholly-
owned by Asiatrust Limited, a trust company in its capacity as the trustee
of a discretionary trust, the founder (as defined in the SFO) of which is Mr.
Cheung Wai Yin, Wilson (“Mr. Cheung”) and the discretionary objects
which are family members of Mr. Cheung (including Mr. Cheung himself).
Accordingly, Mr. Cheung is deemed to be interested in the relevant Shares of
the purpose of the SFO. Mr. Cheung is also personally interested in 557,814
Shares.

NEEERAI{TH S *lvana Investment Limited
(Mvana ) ##98,437,500R% 17 o H A7 R 22 ¥
MM Z A7) - B CW Limited #4 100% {25 -
i CW Limited B Asiatrust Limited 2 & #74A ° Asiatrust
Limited B—M{EEAR » BERETLTZZTEA %
ZREAZAMRA(ERRFSFRBEKD) ARE
BRE(REE]  ZRARBREEZREKE (B
FBRTEERAN) - Bt - BEBEBEFREEED @ RE
EWHEARERROTESER - REETEARS
557,814 AR #E 5w ©

Long positions in the underlying shares of the share options (i) REBAATELERETSFEELCERE
granted under the share option scheme of the Company: IS REEROZHE :
Approximate
Number of  Number of  percentage of
Date of Exercise Exercise  the share the total the total issued
grant of the period of the price options  underlying share capital of
share options share options per share outstanding shares  the Company
AT
HRITEZ ERITRALE
BRBRE BRERE SR ErBERE HERG  ZHPES
Name of directors EEnE ZREAH ZITEs  T6EE ¥ wy (%)
HK$
BT
Cheung Wai Yin, Wilson KEE 19/8/2015 19/8/2015 - 18/8/2025 0.147 100,000,000 100,000,000 4.901%
Lau Chi Yan, Pierre 218 19/8/2015 19/8/2015 - 18/8/2025 0.147 20,000,000 20,000,000 0.980%
Yeung Mo Sheung, Ann BRI 17/1/2013 17/1/2013 - 16/1/2023 2.130 16,483 16,483 0.001%
19/8/2015 19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.049%
Ng Kay Kwok REH 19/8/2015 19/8/2015 - 18/8/2025 0.147 1,000,000 1,000,000 0.049%
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(iii) Long positions in the underlying shares of the convertible (i) RA&ATTERRESFSREBREGZHE

bonds of the Company:
Approximate percentage
Principal Number of the total issued
amount of the of the total share capital
convertible bonds  underlying shares of the Company
LN
Name of the holder of MRRESE TRRES ERTRAERE
the convertible bonds BAMSR ZEEEH HEROEH ZHHAEDL
HK$ & (%)
Cheung Wai Yin, Wilson KEE 110,000,000 1,157,894,736 56.76
Note: These convertible bonds (originally due on 12 August 2011 and Mier - ZEFABRBES(ERE-2——F N \A+=

extended to 12 August 2020) were issued by the Company on 12
August 2008 as part of the consideration to acquire the forestry
business. They are unlisted, interest-free and convertible into the
shares of the Company at the adjusted conversion price of HK$0.095
per share of the Company (subject to adjustment according to the
terms of the convertible bonds). The interest is held by Ivana, a
company incorporated in the British Virgin Islands owned as to 100%
by CW Limited, which in turn is wholly-owned by Asiatrust Limited,
a trust company in its capacity as the trustee of a discretionary trust,
the founder (as defined in the SFO) of which is Mr. Cheung and
the discretionary objects which are family members of Mr. Cheung
(including Mr. Cheung himself).

Save as disclosed above, as at 31 December 2017, none of the directors
and chief executive of the Company and/or any of their respective
associates had any interest and short position in the shares, underlying
shares and debentures of the Company and/or any of its associated
corporations (within the meaning of Part XV of the SFO) as recorded in
the register required to be kept by the Company under section 352 of
the SFO or as otherwise notified to the Company and the Stock Exchange
pursuant to Part XV of the SFO or the GEM Listing Rules.

AEZE—Z_TF N\A+ZHFH) AR A
R-ZENFENA+T ZBBITEARBMRAE
B2HAINE - BIELT  RERTIZEHE
R ESRX0.095%8 7T (IRIFE AT RAR B 5 2 15
KA THE) LBARRRRKRGD - ZFEEB
lvana$4d - EARKBR LA SEMKL 2
AT BCW Limited B 100% &z - 1 CW
Limited F3 Asiatrust Limited 2 & 4 ° Asiatrust
Limited B—f{E7E AR BREETLZZT
A ZEREAZARA(ERRELAREE
&H) BIRTAE  SRABRTEZRIEKE
(BREREELRAN) ©

BEXERBEEIN R-T—tF+-_A=1+—8 %
BEMAARNEERESTRAER,/IREZTEZ
EABEARARE LR, KEAMEBER(EER
&7 R EE IR XV ER) 2 B - MR R E#RE
o EADRER AR RRIEES M EEPIF352
BREFEZETM  HRBEFS LB EHIE XV
ARk AR LR A e AR F S X ATV (AT

Sz NN
mMORE e
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DIRECTORS' RIGHTS TO ACQUIRE SHARES OR DEBENTURES

Save as disclosed under the sections headed “Directors’ Interests in Shares
and Underlying Shares” and “Share Option Scheme” above, at no time
during the year ended 31 December 2017 was the Company, or any of
its subsidiaries or associated corporations, a party to any arrangement to
enable the directors and chief executive of the Company (including their
respective spouse and children under 18 years of age) to acquire benefits
by means of the acquisition of the shares or underlying shares in, or
debentures of, the Company or any of its associated corporations.

SUBSTANTIAL SHAREHOLDERS’ INTERESTS IN SHARES AND
UNDERLYING SHARES OF THE COMPANY

As at 31 December 2017, the following persons (not being the directors
or chief executive of the Company) had interests or short positions in
the shares or underlying shares of the Company which would fall to be
disclosed to the Company under the provisions of Divisions 2 and 3 of Part
XV of the SFO, or which were recorded in the register required to be kept
by the Company under section 336 of the SFO:

()

Long positions in the shares of the Company:

SSWERD N IGEENIER

B EX[EER D MR M s | — & R [E 5%
BRERT & — S PTIEE S - AR AT
AASEEEERNEE T —+F T+ - A=+—HIt
FEAARRBEILEMNRE  fARRNEERE
BITRABR(BRRESAZEBRTN\BERTZF
2B BB AN R R S B ARBOEE 2 I fp - 48
RAR {0 Sk EHERE T as o

FR2RRNNATRMDRIBRARDOIER

RZTE—tF+=—A=+—H '  LTALTGERRQF
BEENZETERAB)RARR B SRR (7 F
BIRBEESNAEENEXVEE2REIDBIIEX
ARANEIEE  RERSEN AR RREELELSEE
1EHIE336I5BEFE 2 B MaERSAR -

() REXARGB2HFE:

Approximate
percentage of the total

Number of the issued share capital of the

Name of shareholders Capacity and nature of interest shares interested Company (%)

EERAREBITRE

BRRAR SORESEME RERERZROEE BEZHNBEDLL (%)

Ivana Beneficial owner 98,437,500 4.83
ERBEEA

CW Limited (Note)  (Ff#F) Controlled corporation 98,437,500 4.83
REIEE

Asiatrust Limited (Note)  (Fi3E) Trustee 98,437,500 483

XFEA
Note: The interest is held by Ivana, a company incorporate in the British MisE : b lvanais A - EAREBELEES

Virgin Islands owned as to 100% by CW Limited, which in turn is
wholly-owned by Asiatrust Limited, a trust company in its capacity
as the trustee of a discretionary trust, the founder (as defined in the
SFO) of which is Mr. Cheung and the discretionary objects of which
are family members of Mr. Cheung (including Mr. Cheung himself).

Sz ZAR] - B CW Limited # A 100% ##
25 » M CW Limited £ Asiatrust Limited & &%
A ° Asiatrust Limited &—f{E5t A7) + BE#E
ERZETEAN  ZERETZARA(EER
BHERHERN) ABRELE  SEABRTE
ZRIERE (BIEREEERAN)
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(ii) Long positions in the underlying shares of the convertible (i)

bonds of the Company:

REATTRRES TS REBERD 2FAE

Approximate
percentage of the

Number of  total issued share

Name of the holder of Principal amount of the total capital of the

the convertible bonds Nature of Interest the convertible bonds  underlying shares Company

HARDE

TRRES ERTRAERE

TRRESHEAER EEME ZALH B RS ZHRBES

HK$ (%)

BT

lvana Beneficial owner 110,000,000 1,157,894,736 56.76
ERBEAA

CW Limited (Note 1)  (Fff3¥ 1) Controlled corporation 110,000,000 1,157,894,736 56.76
REHEE

Asiatrust Limited (Note 1) (Mf3E 1) Trustee 110,000,000 1,157,894,736 56.76

A

Yihua Enterprise Limited Beneficial owner 40,000,000 173,913,043 8.52
HECERRRA ERBEAA

Cheng Jun (Note 2) Controlled corporation 40,000,000 173,913,043 8.52
E2AGEY)! REHEE

Gao Yun Feng (Note 2) Controlled corporation 40,000,000 173,913,043 8.52
=mEE(fE2) Ry EE

Note 1: The interest is held by Ivana, a company incorporate in the British
Virgin Islands owned as to 100% by CW Limited, which in turn is
wholly-owned by Asiatrust Limited, a trust company in its capacity
as the trustee of a discretionary trust, the founder (as defined in the
SFO) of which is Mr. Cheung and the discretionary objects of which
are family members of Mr. Cheung (including Mr. Cheung himself).

Note 2: The interest is held by Yihua Enterprise Limited, a company
incorporated in the British Virgin Islands owned as to 50% by Mr.
Cheng Jun and 50% by Mr. Gao Yun Feng.

Save as disclosed above, the directors and chief executive of the Company
are not aware that there is any party who, as at 31 December 2017,
had an interest or short position in the shares or underlying shares of
the Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO, or which were
recorded in the register required to be kept by the Company under section

336 of the SFO.

MIEE1: ZiEmeAlvanatsh - EAREBEZAET
Az Z AR] © B CW Limited #4 100% 1&
%5 0 1M CW Limited 3 Asiatrust Limited 2 & ¥
A ° Asiatrust Limited &— {57 ARF] * A2
BETAZZAAN  ZE2RETZARACER
REHRIEKRG) ARELE  SEABERE
EZRERE (BIEREERAN) ©

MizE2: ZEmmaZErEBRAREE ZAAA
REBELEEEMALZ AR DREE
EEERSEREEFF50% K50% °

BEXBEEN  ARNEEREHTRABLTL
ER_F—tF+-A=+—8  BEAATRER
BB T ARRRRA5 o 4 5 1R SR8 5 B 5 04125 XV
HE2RFIFEU L GXBARDTHE - KE R
AAFHRIEE S R HPIF336/6 0T E 2 B
Mo A A o
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COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

In the opinion of the Directors, the Company has complied with the
code provisions set out in the Code set out in Appendix 15 to the GEM
Listing Rules throughout the financial year under review, except for the
deviations from Code Provisions A.2.1 and A.4.2. Detailed information of
such deviations and their respective considered reasons as well as other
information on the corporate governance practices of the Company are
set out in the section headed “Corporate Governance Report” in this
Annual Report.

SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company and
within the knowledge of the Directors, the Company has maintained a
sufficient public float of not less than 25% of the total issued share capital
of the Company as required under the GEM Listing Rules throughout the
financial period under review and up to the date of this Annual Report.

AUDITORS

The consolidated financial statements for the year ended 31 December
2017 have been audited by Elite Partners, who will retire and, being
eligible, offer themselves for re-appointment. A resolution for their
re-appointment as auditors of the Company will be proposed at the
forthcoming AGM of the Company.

ON BEHALF OF THE BOARD
Cheung Wai Yin, Wilson
Chairman and Chief Executive Officer

Hong Kong
19 March 2018
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elite
partners

CERTIFIED PUBLIC ACCOUNTANTS

»

TO THE MEMBERS OF MERDEKA FINANCIAL SERVICES GROUP LIMITED
(incorporated in the Cayman Islands with limited liability)

Opinion

We have audited the consolidated financial statements of Merdeka
Financial Services Group Limited (the “Company’) and its subsidiaries
(together the “Group”) set out on pages 57 to 145, which comprise the
consolidated statement of financial position as at 31 December 2016, and
the consolidated statement of profit or loss, the consolidated statement
of profit or loss and other comprehensive income, the consolidated
statement of changes in equity and the consolidated statement of cash
flows for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

In our opinion, the consolidated financial statements give a true and
fair view of the consolidated financial position of the Group as at 31
December 2017 and of its consolidated financial performance and its
consolidated cash flows for the year then ended in accordance with Hong
Kong Financial Reporting Standards issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA") and have been properly prepared
in compliance with the disclosure requirements of the Hong Kong
Companies Ordinance.

Basis for Opinion

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

Key Audit Matters are those matters that, in our professional judgment,
were of most significance in our audit of the consolidated financial
statements for the year ended 31 December 2017. These matters were
addressed in the context of our audit of the consolidated financial
statements as a whole, and in forming our opinion thereon, and we do
not provide a separate opinion on these matters.

Impairment assessment of finance lease receivables

As at 31 December 2017, the Group had finance lease receivables of
approximately HK$2,078 million, as set out in note 22 to the consolidated
financial statements. During the year ended 31 December 2017, no
impairment had been provided by the Group on the finance lease
receivables.

We had identified impairment assessment of finance lease receivables as
a key audit matter because significant management judgement had to be
made for the assessment of the recoverability of the receivables. (e.g. the
credit history and estimated future cash flows).

How the matter was addressed in our audit

Our major audit procedures to address the management’s impairment
assessment of finance lease receivables included the following:

o We tested the effectiveness on the control environment in respect
of the finance lease receivables, including the Group’s existing
provision policy.

3 We discussed with management if there is any indicator of
impairment of the finance lease receivables and accessed the
reasonableness of management'’s assessment, in particular, those
balances had been past due.

3 We tested on a sample basis on the settlement made by lessees
during the year and their subsequent settlement with reference the
repayment schedule.
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Other Information in the Annual Report

The directors are responsible for the other information. The other
information comprises the information included 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.

Responsibility of Directors and Audit Committee for the
Consolidated Financial Statements

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

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

The Audit Committee are responsible for overseeing the Group'’s financial
reporting process.
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Auditor's Responsibility for the Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether the
consolidated financial statements as a whole are free from material
misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. This report is made solely to you, as a
body, in accordance with the terms of our engagement, and for no other
purpose. We do not assume responsibility towards or accept liability to
any other person for the contents of this report.

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

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

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

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

3 evaluate the appropriateness of accounting policies used and the
reasonableness of accounting estimates and related disclosures
made by the directors.

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

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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Yip Kai Yin with practising certificate number P05131.

Elite Partners CPA Limited
Certified Public Accountants
Hong Kong, 26 March 2018

10th Floor,
8 Observatory Road, Tsim Sha Tsui,
Kowloon, Hong Kong
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Consolidated Statement of Profit and Loss

moBm%

For the year ended 31 December 2017 #HE—Z—tF+-A=+—HIFE

2017 2016
—E—tF —TRF
Notes HK$'000 HK$'000
BisE FTHERT T
REVENUE KA 6 430,184 256,232
Cost of sales SHEMAR (398,919) (229,411)
Gross profit EH 31,265 26,821
Other income, other gains and losses HAA - Ethilies & Eie 6 32,809 (7,679)
Operating expenses Y (24,667) (22,191)
Administrative expenses THER (13,883) (12,824)
Provision for impairment loss on trade receivables 2 5 REYGIER EEERE - 3)
Provision for impairment of loss on loan receivables B E ZURE R BE (1,000) =
Provision for impairment loss on prepayments, FERFIA - 2e REMEGIE
deposits and other receivables EEERE (285) =
Written off of bad debts RERHMER (3,009) (117)
Written off of inventories TFEMER (137) (435)
Profit/(Loss) from operations R R (E18) 21,093 (16,428)
Finance costs AR 7 (21,183) (19,782)
LOSS BEFORE TAX BRBLATEE 8 (90) (36,210)
Income tax PriSHt " (3,242) (3,938)
LOSS FOR THE YEAR rEEER (3.332) (40,148)
Loss for the year attributable to: [EEAEEEE -
Owners of the Company RRAIREREE A (6,725) (42,617)
Non-controlling interests FEERR R 3,393 2,469
(3,332) (40,148)
LOSS PER SHARE BRER
Basic and diluted EARES 13 (HK$ #%750.003)  (HKS$#710.026)

The notes on pages 57 to 145 form part of these financial statements.

FESTE145H 2 MEERZERBIRER 2 —85 °



Consolidated Statement of Profit or Loss and Other Comprehensive Income
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For the year ended 31 December 2017 #HZE—Z—tF+-_A=+T—HIFE

2017 2016
—E—tF —TRF
HK$'000 HK$'000
FTERT T
LOSS FOR THE YEAR FEERR (3.332) (40,148)
Other comprehensive income/(loss): Hp2EWA/(EE) :
Items that may be reclassified subsequently to RE e EF DA B o B -
profit or loss:
Exchange difference on translating of financial statements A& /GINHI B A Bl 2 B B A
of overseas subsidiaries BE 5 =5 15,328 (14,689)
TOTAL COMPREHENSIVE INCOME/(LOSS) KEEFZEAKRA/(FE)
FOR THE YEAR 11,996 (54,837)
Total comprehensive income/(loss) attributable to: FEMEEERKA (EE)
Owners of the Company RREREERA 2,437 (51,098)
Non-controlling interests FEE R 9,559 (3,739)
11,996 (54,837)

The notes on pages 57 to 145 form part of these financial statements.
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Consolidated Statement of Financial Position
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For the year ended 31 December 2017 #HE—Z—tF+-A=+—HIFE

2017 2016
=Bl o : 3 —E—REF
Notes HK$'000 HK$'000
BisE FET T
ASSETS BE
Non-current assets FRBEE
Property, plant and equipment M - BB R 14 4,01 4,664
Statutory deposit EERE 510 510
Goodwill EES 17 5,803 —
Intangible assets B EE 16 5,705 2,805
Available-for-sale investments BELERE 18 1,475 1,475
Finance lease receivables mMERERKFE 22 240,366 1,869,445
Total non-current assets FRBEELE 257,870 1,878,899
Current assets RBEE
Inventories e 20 1,292 2,726
Trade receivables B S EWGIA 21 8,202 6,867
Loan receivables U E R 23 1,080 3,300
Prepayments, deposits and other receivables TANIE « e REMERTIR 24 75,715 62,853
Finance lease receivables AR ERENZIE 22 1,837,309 31,873
Held-for-trade investments AEEERE 534 —
Bank balances -Trust accounts RITEEER - SREERP 25 5,759 5,206
Bank balances and cash - general accounts RITEHR LIRS - —BEP 25 36,490 63,347
Total current assets REEEAE 1,966,381 176,172
Total assets EEHE 2,224,251 2,055,071
EQUITY AND LIABILITIES RREZREE
Equity attributable to owners of the Company &7 AR EREE AL REEZ
Share capital AR 26 2,040 1,620
Reserves @ 27 38,074 1,681
40,114 3,301
Non-controlling interests FERES 101,046 88,039
Total equity EREE 141,160 91,340
Non-current liabilities FREEE
Deferred tax liabilities BELERIBEE 28 941 463
Convertible bonds AR ES 29 95,940 =
Promissory notes ST i 30 — 24,238
Finance lease obligation due more than one year MR 5 H 2 sEH &R 31 199 1,026
Bank borrowings due more than one year R—F& 22 RITIER 32 72,060 1,691,649
Total non-current liabilities FRBABEE 169,140 1,717,376




Consolidated Statement of Financial Position
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For the year ended 31 December 2017 HE—ZT—tF+-A=+—HIFE

2017 2016

—E—tF —TREF

Notes HK$'000 HK$'000

BisE FTERT FAT

Current liabilities RBaE

Bank borrowings due within one year R—FRBEZ RITHER 32 1,752,555 4,036
Finance lease obligation due within one year R—FRE 2 mETHE=E 31 827 942
Convertible bonds AR ES 29 — 114,400
Promissory notes S 30 27,622 26,164
Trade payables B S EMNRIE 33 47,683 40,425
Other payables and accruals A R RIE R FEETIE 34 83,035 57,299
Tax payables FER I 2,229 3,089
Total current liabilities RBaEEE 1,913,951 246,355
Total liabilities BEAE 2,083,091 1,963,731
Total equity and liabilities BRERERREELE 2,224,251 2,055,071
Net current assets/(liabilities) RBEE (BE)FE 52,430 (70,183)
Net assets BEFE 141,160 91,340

Approved and authorised for issue by the board of directors on 26 March ~ &EEZER T —/\F = A =+ /N Atk KRR ET)E -

2018.

Cheung Wai Yin, Wilson Lau Chi Yan, Pierre
REE 218
Director Director
BE BE

The notes on pages 57 to 145 form part of these financial statements. E57E 1458 2 MK SV Rk 2 —2h5D °



Consolidated Statement of Changes in

GORBEBBHE

For the year ended 31 December 2017 #HZ=Z

—tF+- A=t HLFE

Attributable to owners of the Company

Equity

Share Exchange Non-
Issued premium  Contributed  of convertible fluctuation  Accumulated controlling
capital account reserve losses Total interests  Total equity
EXKD
BRTRA  REEER e ZithE & FERER Rt
HKS " 000 HK$ 000 HKS" 000 HK$ 000 HK$" 000 HK$" 000 HKS " 000
T Thn* Fhn+ Fhn Tin Tin AL
Asat 31 December 2015and ~ H=F-R%+=A
1 January 2016 =+-Bk
—5-75-A-A 1,205 884,832 (4,134) (1,176,623) 15,679 68,015 83,694
Changesinequity for 2016~ —F—~E 2RSS
Loss for the year REEER = = - (42,617) (42,617) 2,469 (40,148)
Other comprehensive loss Eh2AEE - - (8,415) (66) (8481) (6,208) (14,689)
Total comprehensive loss 2AEER = = (8,415) (42,683) (51,008) (3739 (54,837)
Issue of new shares upon placing. EEEE/THR( 39 38,271 = = 38,666 - 38,666
Forfeiture of share options ~~ RUCRTRE - - = 3% = = =
Dividend to non-controllng ~ FEERER 2 RS
interest = = = = = (6,666) (6,666)
Contribution for formation of 8 FEHERVER F AL
subsidiary from non-controling  —FHEAR
interests = = = = = 18,036 18,036
Disposal of a subsidiary LE-FHEAF - = 54 = 54 12393 12,47
Asat 31 December 2016and ~ =F—A%+=A
1 January 2017 =+-Bk
—5-t5-A-A 1,620 923,103 (12,495) (1,219.271) 3301 88,039 91,340
Changesinequityfor 2017~ —F—+57EREE):
Loss for the year rEERR = = = (6,725) (6,725) 3393 (3332
Other comprehensive income ~ EH2EHA - - 8,953 209 9,162 6,166 15328
Total comprehensive incomel(loss) 2EEM A/ (E18) = - 8953 (6516) 2837 9,559 11,99
Issue of new shares upon placing R ERZTHR(G 320 25,05 = = 25376 = 25376
Issue of consideration shares ~ EfTRER( 100 8,900 = = 9,000 = 9,000
Acquistion of asubsidiary  KE—FHEAR - - - - - 3448 3448
Asat 31 December 2017 WZE-tF
+-A=t-A 2,040 957,059 (3,542) (1,225,787) 40,114 101,046 141,160
& These reserve accounts comprise the consolidated reserves of approximately ZERERE RERGEE MBI RRNGEFED
HK$38,074,000 (2016: HK$1,681,000) in the consolidated statement of 38,074,000/ T(=ZF—7<4F : 1,681,000/ 7T) °
financial position.
The notes on pages 57 to 145 form part of these financial statements. F57E 1458 2 WA Z E M B RE 2 — 865



Consolidated Statement of Cash Flows
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For the year ended 31 December 2017 #HZE=-ZF—

tE+ZA=+—RLFE

2017 2016
—E—tF T
Notes HK$'000 HK$'000
BaE THEx FHEL
CASH FLOWS FROM OPERATING ACTIVITIES REEBHRERE
Loss before tax B RIEE (90) (36,210)
Adjustments for: AR
Finance costs AR 16,664 19,477
Interest income FEUA (60) 91)
Depreciation of property, plant and equipment ME - BENEETE 3,785 2,161
Loss on disposal of property, plant and equipment ~ HEME « BE kR E 2 EE 16 =
Loss on disposal of a subsidiary HE—FHRBARZEE — 10,370
Reversal of deferred tax liabilities BEELEIESE 4 =
Gain on extinguishment of CB liability component ~ FE&5 AR (EH & B35 Ues (31,162) =
Unrealised gain on held-for-trade investment FEEBRRBARER W (12) =
Provision for impairment loss on loan receivables EWEFURERBERE 1,000 =
Provision for impairment loss on prepayments, ENRE -« Be REMENIERERS
deposits, and other receivables BRE 285 =
Written off of bad debts RERHMAR — 17
Written off of inventories TFEMER 137 435
Loss on early repayment of promissory notes REEERFRAZRZERE — 493
(9.441) (3,248)
Decrease / (increase) in inventories FERD,/(12h0) 1,309 662
Decrease / (increase) in trade receivables 2 SRR/ (38h0) (961) 766
Decrease / (increase) in loan receivables FEWE R/ (3810) 1,220 4,151
(Increase) / decrease in finance lease receivables RERERKFEGEM), R (31,351) (990,654)
Increase in prepayments, deposits and TARNFIE -« RE REMER
other receivables FIBHEN (5,986) (51,571)
(Increase) / decrease in bank balances - trust account  $R7T458% - (SsEERP (3E:00) /4> (553) 714
Increase in trade payables B 5 FE S IR N 4,671 13,595
(Decrease) / increase in other payables and accruals — E b fEAT 308 M FEETFE CRLA) /N (5,506) 52,144
Net cash used in operations REERBA RS FE (46,598) (973,441)
Income taxes paid BRAER (4,292) (3,599)
Interest paid BERFIE (420)
Net cash (used in) / generated from operating REER(FR) / EEZR&FE
activities (51,310) (977,040)




Consolidated Statement of Cash Flows
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For the year ended 31 December 2017 #HZ—-Z

—tF+- A=+ HLFE

2017 2016
—E—tF —E—REF
Notes HK$'000 HK$'000
BisE FET T
CASH FLOWS FROM INVESTING ACTIVITIES RETHRERE
Interest received B IHE 60 91
Purchases of property, plant and equipment BEWE  BEREE (3,044) (1,037)
Disposal/(purchases) of available-for-sale investments & /(B E )iHEHE 2154 — 8,399
Net cash inflow/(outflow) from acquisition of a WE—RRBRRZHESRA/ (L)
subsidiary R 39 647 (3,613)
Net cash (used in) / generated from ®B&ES(FIR)/EE
investing activities e FEE (2,337) 3,840
CASH FLOWS FROM FINANCING ACTIVITIES RMETHHRERE
Interest paid on bank borrowings and PRI TE R R R A G
finance lease obligation FZFIE 120 (157)
Proceeds from placing of shares B & AR 17 BT S 2R 25,376 38,666
New bank borrowings raised IS RITIER 1,363 1,307,265
Repayments of bank borrowings ERRITER — (366,143)
Repayments of promissory notes ERAHRR - (3,000)
Repayments of finance lease obligation ERMBEHERE (942) (786)
Dividend to non-controlling interest FEER R 2 IRR — (6,666)
Contribution for formation of a subsidiary from FiSt foé i /iﬁﬁX_L i
non-controlling interests B — 18,036
Net cash generated from / (used in) financing BMETBEEL(FTA)2
activities BEFE 25,917 987,215
NET (DECREASE) INCREASE IN CASH AND CASH RE&RBLZEER (D) EINFE
EQUIVALENTS (27,730) 14,015
Bank balances and cash - general accounts at the FURITEARIES —
beginning of the year —MRERP 63,347 52,839
Effect of foreign exchange rate changes, net SN IE R HE By 2 873 (3,507)
BANK BALANCES AND CASH - GENERAL FRETHERRRSE —
ACCOUNTS AT THE END OF THE YEAR —RERE 36,490 63,347




Notes to the Financial Statements
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For the year ended 31 December 2017 #HE—ZT—tF+-A=1T—HIFE

CORPORATE INFORMATION

The Company is a limited company incorporated in the Cayman
Islands, its registered office is located at the offices of Cricket
Square, Hutchins Drive, P.O. Box 2681, Grand Cayman, KY1-1111,
Cayman Islands and the principal place of business is located at
Room 1502, Chinachem Century Tower, 178 Gloucester Road,
Wanchai, Hong Kong.

The directors consider that the Company’s immediate holding
company and ultimate controlling parent company is lvana
Investments Limited, which is a private company incorporated in
British Virgin Islands.

During the year ended 31 December 2017, the principal activity
of the Company was investment holding. The principal activities
of the subsidiaries comprised of trading business, financial services
business and information technology business.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of preparation

The consolidated financial statements have been prepared in
accordance with all applicable Hong Kong Financial Reporting
Standards (“HKFRSs”), which collective term includes
all applicable individual Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards (“HKASs")
and Interpretations issued by the Hong Kong Institute of
Certified Public Accountants (“HKICPA”) and the disclosure
requirements of the Hong Kong Companies Ordinance.
The consolidated financial statements also comply with the
applicable disclosure provisions of the Rules Governing the
Listing of Securities on the Growth Enterprise Market of The
Stock Exchange of Hong Kong Limited (the “GEM Listing
Rules”). The adoption of new and revised HKFRSs and the
impacts on the Group's consolidated financial statements are
disclosed in Note 3.

The consolidated financial statements have been prepared
under historical cost convention except for certain financial
instruments which are measured at fair values. Historical cost
is generally based on the fair value of the consideration given
in exchange for assets.
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For the year ended 31 December 2017 HEZZT—tF+-A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

Basis of preparation (Continued)

The preparation of financial statements in conformity with
HKFRSs requires management to make judgements, estimates
and assumptions that affect the application of policies
and reported amounts of assets and liabilities, income and
expenses. The estimates and associated assumptions are
based on historical experience and various other factors that
are believed to be reasonable under the circumstances, the
results of which form the basis of making the judgements
about carrying values of assets and liabilities that are not
readily apparent from other sources. Actual results may differ
from these estimates.

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

Judgements made by management in the application
of HKFRSs that have significant effect on the financial
statements and major sources of estimation uncertainty are
discussed in note 4.
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For the year ended 31 December 2017 HE-T—tF+-A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(b)

Basis of consolidation

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

o has power over the investee;

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

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

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

Consolidation of a subsidiary begins when the Group obtains
control over the subsidiaries and ceases when the Group loses
control of the subsidiary. Specifically, income and expenses
of subsidiaries acquired or disposed of over the years are
included in the 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 item of other comprehensive income
are attributed to the owners of the Company and to the
non-controlling interests. Total comprehensive income of
subsidiaries is attributed to the owners of the Company and
to the non-controlling interests even if this results in the non-
controlling interests having a deficit balance.

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

All intragroup transaction balance, income and expenses and
cash flows relating to transactions between members of the
Group are eliminated in full on consolidation.
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For the year ended 31 December 2017 HEZZT—tF+-A=+—HIFE

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Business combinations

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

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

o a deferred tax asset or liability arising from the
assets acquired and liabilities assumed in a business
combination and the potential tax effects of temporary
differences and carryforwards of an acquiree that
exist at the acquisition date or arise as a result of the
acquisition are recognised and measured in accordance
with HKAS 12 Income Tax;

J assets or liabilities relating to employee benefit
arrangements are recognised and measured in
accordance with HKAS 19 Employee Benefits;

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

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

EBRA6

WEEBRAWBRETEHERE - X515
AHZEEREARTEBENE AT
BERASERKE B B KRIET A%
BANEZREE  FMEANBENARAEE
AR R T AR R T BT 2 IR AN R R
Z B EGL o WBAREK A —RERN
ELERERRRER

RUHE B PR 2 AT R R B R PTAdE 2
BERZEEKRERZ XA TEET AR
w3 » HELA TN B IBRRIN -

o EEBAGIT AN AR RAE
2 B BT 2 B BR A Es
811 - AR B 17 A SR
EAMEL 2 WEBHEHEER
SHZBERALE - HREDE
REERIE 125 F5L T AR
RitE

s FRHREEBBMLHIZEEXARET
REEBETEAFE 19K EER
A FIARER AT E

o HEFUERTT AN RERZ NRR
ZEBIAREB AR D BER 2
MR Z IR TT AR D BE
BNRRZEBZABELIRAT
A DREEAREEEMBERE
RIS 257 DA D BB 2 1530
SECHTAETERR) &

o REFBVBHREEAESRIFE
HEZHERBDEERDRILEEE
BN ERFIEHEZEE(KHE
SEDWREZEATE -



Notes to the Financial Statements

871 5 ¥ 2 Bid 5E

For the year ended 31 December 2017 HE-T—tF+-A=+—HIFE

2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(c)

Business combinations (Continued)

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree, and the fair value of the acquirer’s
previously held equity interest in the acquiree (if any) over the
net 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 sum of the
consideration transferred, the amount of any non-controlling
interests in the acquiree and the fair value of the acquirer’s
previously held interest in the acquiree (if any), the excess is
recognised immediately in profit or loss as a bargain purchase
gain.

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

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

(c)

(d)

Business combinations (Continued)

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

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

Goodwill

Goodwill is carried at cost less accumulated impairment
losses. For the purposes of impairment testing, goodwill is
allocated to each of the cash-generating unit, or groups of
cash-generating units that is expected to benefit from the
synergies of the combination.

A cash-generating unit to which goodwill has been allocated
is tested for impairment annually, or more frequently
whenever there is indication that the unit may be impaired.
For goodwill arising on an acquisition in a reporting period,
the cash-generating unit 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 the carrying amount of the unit,
the impairment loss is allocated first to reduce the carrying
amount of any goodwill allocated to the unit and then to the
other assets of the unit pro rata on the basis of 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(e)

Property, plant and equipment

Property, plant and equipment are stated in the statement of
financial position at cost less accumulated depreciation and
impairment losses.

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

Leasehold improvement Over the lease term
Computer and office equipment 20% to 33%
Motor vehicles 25%

Where parts of an item of property, plant and equipment
have different useful lives, the cost of the item is allocated
on a reasonable basis between the parts and each part is
depreciated separately. Both the useful life of an asset and its
residual value, if any, are reviewed annually.

Subsequent costs are included in the asset’s carrying amount
or recognised as a separate asset, as appropriate, only when
it is probable that future economic benefits associated with
the item will flow to the Group and the cost of the item can
be measured reliably. The carrying amount of the replaced
part is derecognised. All other repairs and maintenance are
recognised in profit or loss during the financial period in
which they are incurred.

An asset’s carrying amount is written down immediately to its
recoverable amount if the asset’s carrying amount is greater
than its estimated recoverable amount.

Gains or losses arising from the retirement or disposal of an
item of property, plant and equipment are determined as the
difference between the net proceeds on disposal and the
carrying amount of the item and are recognised in profit or
loss on the date of retirement or disposal.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

()

(9)

Intangible assets

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

Gains or losses arising from derecognition of an intangible
asset are measured as 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.

Leases

Leases are classified as finance leases whenever the terms
of the lease transfer substantially all the risks and rewards
of ownership to the lessee. All other leases are classified as
operating leases.

The Group as lessor

Amounts due from lessees under finance leases are
recognised as receivables at the amount of the Group's net
investment in the leases. Finance lease income is allocated to
accounting periods so as to reflect a constant periodic rate of
return on the Group's net investment outstanding in respect
of the leases.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(9)

(h)

Leases (Continued)
The Group as lessee

Assets held by a lessee under finance leases are recognised as
assets of the Group at the lower of the fair value of the leased
assets and the present value of the minimum lease payments.
The corresponding liability to the lessor is included in the
statement of financial position as finance lease obligation.
Finance charges, which represent the difference between the
total leasing commitments and the fair value of the assets
acquired, are charged to profit or loss over the term of the
relevant lease so as to produce a constant periodic rate of
charge on the remaining balance of the obligations for each
accounting period.

Rentals payable by a lessee under operating leases are
charged to profit or loss on a straight-line basis over the term
of the relevant lease. Lease incentives received are recognised
in profit or loss as an integral part of the aggregate net lease
payments made. Contingent rentals are charged as expenses
in the accounting period in which they are incurred.

Impairment of tangible and intangible assets other than
goodwill

At the end of each reporting period, the Group reviews the
carrying amounts of its tangible and intangible assets to
determine whether there is any indication that those assets
have suffered an impairment loss. If any such indication exists,
the recoverable amount of the asset is estimated in order to
determine the extent of the impairment loss (if any). Where
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.
Where 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 assets with indefinite useful lives and intangible
assets not yet available for use are tested for impairment at
least annually, and whenever there is an indication that the
asset may be impaired. Recoverable amount is the higher of
fair value less costs to sell and value in use. In assessing value
in use, the estimated future cash flows are discounted to
their present value using a pre-tax discount rate that reflects
current market assessments of the time value of money and
the risks specific to the asset for which the estimates of future
cash flows have not been adjusted.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(h)

(@

Impairment of tangible and intangible assets other than
goodwill (Continued)

If the recoverable amount of an asset (or a cash-generating
unit) is estimated to be less than its carrying amount, the
carrying amount of the asset (or 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 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 cash-generating unit)
in prior years. A reversal of an impairment loss is recognised
immediately in profit or loss.

Financial instruments

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

Financial assets and financial liabilities are initially measured
at fair value. Transaction costs that are directly attributable
to the acquisition or issue of financial assets and financial
liabilities that are not measured at fair value through profit
or loss are added to or deducted from the fair value of the
financial assets or financial liabilities, as appropriate, on initial
recognition.

Financial assets

Other than investments in subsidiaries and associates, the
Group's financial assets are classified into (i) loans and
receivables and (ii) available-for-sale financial assets. The
classification depends on the nature and purpose of the
financial assets and is determined at the time of initial
recognition.

() Loans and receivables

Loans and receivables are non-derivative financial
assets with fixed or determinable payments that
are not quoted in an active market. Loans and
receivables (including trade and other receivables and
bank balances and cash) are measured at amortised
cost using the effective interest method, less any
impairment.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(@

Financial instruments (Continued)
Financial assets (Continued)
() Loans and receivables

Interest income is recognised by applying the effective
interest rate, except for short-term receivables when
the recognition of interest would be immaterial.

(i) Available-for-sale financial assets

Available-for-sale financial assets are non-derivatives
that are either designated as available-for-sale or are
not classified as (a) loans and receivables; (b) held-
tomaturity investments; or (c) financial assets at fair
value through profit and loss.

Available-for-sale financial assets are measured at fair
value at the end of the reporting period. Changes
in fair value are recognised in other comprehensive
income and accumulated under the heading of
investment revaluation reserve. Where the financial
asset is disposed of or is determined to be impaired, the
cumulative gain or loss previously accumulated in the
investment revaluation reserve is reclassified to profit or
loss (see the accounting policy in respect of impairment
loss on financial assets below).

Available-for-sale equity investments that do not have a
quoted market price in an active market and whose fair
value cannot be reliably measured and derivatives that are
linked to and must be settled by delivery of such unquoted
equity investments are measured at cost less any identified
impairment losses at the end of the reporting period (see the
accounting policy in respect of impairment loss on financial
assets below).

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a debt instrument and of allocating interest
income over the relevant period. The effective interest rate is
the rate that exactly discounts estimated future cash receipts
(including all fees and points paid or received that form an
integral part of the effective interest rate, transaction costs
and other premiums or discounts) through the expected
life of the debt instrument, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.
Income is recognised on an effective interest basis for debt
instruments.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0]

Financial instruments (Continued)
Impairment of financial assets

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

For available-for-sale equity investments that were measured
at fair value at subsequent reporting dates, a significant or
prolonged decline in the fair value of the investment below
its cost is considered to be objective evidence of impairment.

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

o significant financial difficulty of the issuer or
counterparty;
o breach of contract, such as a default or delinquency in

interest or principal payments;

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

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

o observable data indicating that there is a measurable
decrease in the estimated future cash flows from a
group of financial assets since the initial recognition
of those assets, although the decrease cannot yet be
identified with the individual financial assets in the
group, including:

(i) adverse changes in the payment status of
borrowers in the group (eg an increased number
of delayed payments or an increased number of
credit card borrowers who have reached their
credit limit and are paying the minimum monthly
amount); or

(i) national or local economic conditions that
correlate with defaults on the assets in the group
(eg an increase in the unemployment rate in the
geographical area of the borrowers, a decrease
in property prices for mortgages in the relevant
area, a decrease in oil prices for loan assets to
oil producers, or adverse changes in industry
conditions that affect the borrowers in the
group).
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(@

Financial instruments (Continued)
Impairment of financial assets (Continued)

For certain categories of financial asset, such as trade
receivables, assets that are assessed not to be impaired
individually are, in addition, assessed for impairment on
a collective basis. Objective evidence of impairment for
a portfolio of receivables could include the Group’s past
experience of collecting payments, as well as observable
changes in national or local economic conditions that
correlate with default on receivables.

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

For finance lease receivables, they are assessed as to whether
objective evidence of impairment exists individually for
receivables that are individually significant, and individually or
collectively for receivables that are not individually significant.
If the Group determines that no objective evidence of
impairment exists for an individually assessed receivables,
whether significant or not, it includes the receivables in a
group of receivables with similar credit risk characteristics
and collectively assesses them for impairment. Receivables
that are individually assessed for impairment and for which
an impairment loss is or continues to be recognised are not
included in a collective assessment of impairment.

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

The carrying amount of the financial asset is reduced by
the impairment loss directly for all financial assets with the
exception of trade receivables, where the carrying amount
is reduced through the use of an allowance account. When
a trade receivable is considered uncollectible, it is written
off against the allowance account. Subsequent recoveries
of amounts previously written off are reversed against the
allowance account. Changes in the carrying amount of the
allowance account are recognised in profit or loss.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0]

Financial instruments (Continued)
Impairment of financial assets (Continued)

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

Financial liabilities and equity instruments

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

Equity instruments

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

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

Other financial liabilities

Other financial liabilities including trade payables, other
payables and accruals, convertible bonds and promissory
notes are subsequently measured at amortised cost, using the
effective interest method.

Effective interest method

The effective interest method is a method of calculating the
amortised cost of a financial liability and of allocating interest
expense over the relevant period. The effective interest
rate is the rate that exactly discounts estimated future cash
payments (including all fees and points paid or received that
form an integral part of the effective interest rate, transaction
costs and other premiums or discounts) through the expected
life of the financial liability, or, where appropriate, a shorter
period, to the net carrying amount on initial recognition.
Interest expense is recognised on an effective interest basis.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(@

Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)
Convertible bonds contains liability and equity components

The component parts of the convertible bonds issued by the
Company are classified separately as financial liabilities and
equity in accordance with the substance of the contractual
arrangements and the definitions of a financial liability and an
equity instrument. Conversion option that will be settled by
the exchange of a fixed amount of cash or another financial
asset for a fixed number of the Company’s own equity
instruments is an equity instrument.

At the date of issue, the fair value of the liability component
is estimated using the prevailing market interest rate for
similar non-convertible instruments. This amount is recorded
as a liability on an amortised cost basis using the effective
interest method until extinguished upon conversion or at the
instrument’s maturity date.

The conversion option classified as equity is determined
by deducting the amount of the liability component from
the fair value of the compound instrument as a whole.
This is recognised and included in equity, net of income tax
effects, and is not subsequently remeasured. In addition, the
conversion option classified as equity will remain in equity
until the conversion option is exercised, in which case, the
balance recognised in equity will be transferred to share
premium. Where the conversion option remains unexercised
at the maturity date of the convertible bonds, the balance
recognised in equity will be transferred to retained profits. No
gain or loss is recognised in profit or loss upon conversion or
expiration of the conversion option.

Transaction costs that relate to the issue of the convertible
bonds are allocated to the liability and equity components in
proportion to the allocation of the gross proceeds. Transaction
costs relating to the equity component are charged directly
to equity. Transaction costs relating to the liability component
are included in the carrying amount of the liability portion
and amortised over the lives of the convertible bonds using
the effective interest method.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0]

)

(k)

Financial instruments (Continued)
Financial liabilities and equity instruments (Continued)

Convertible bonds contains liability and equity components
(Continued)

When the Company extinguishes a convertible bonds before
maturity through an early redemption or repurchase in
which the original conversion privileges are unchanged, the
Company allocates the consideration paid and any transaction
costs for the repurchase or redemption to the liability and
equity components of the instrument at the date of the
transaction. The method used in allocating the consideration
paid and transaction costs to the separate components
is consistent with that used in the original allocation to
the separate components of the proceeds received by the
Company when the convertible instrument was issued. The
gain or loss relating to the equity component is recognised in
equity. The gain or loss relating to the liability component is
recognised in profit or loss.

Inventories

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

Bank balances and cash

Bank balances and cash comprise cash at bank and on hand,
demand deposits with banks and other financial institutions,
and short-term, highly liquid investments readily convertible
into known amounts of cash and which are subject to an
insignificant risk of changes in value, having been within
three months of maturity at acquisition. Bank overdrafts
that are repayable on demand and form an integral part
of the Group’s cash management are also included as a
component of bank balances and cash for the purpose of the
consolidated statement of cash flows.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0]

Income tax

Income tax for the year comprises current tax and
movements in deferred tax assets and liabilities. Current
tax and movements in deferred tax assets and liabilities are
recognised in profit or loss except to the extent that they
relate to items recognised in other comprehensive income or
directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in
equity, respectively.

Current tax is the expected tax payable on the taxable income
for the year, using tax rates enacted or substantively enacted
at the end of the reporting period, and any adjustment to tax
payable in respect of previous years.

Deferred tax assets and liabilities arise from deductible
and taxable temporary differences respectively, being the
differences between the carrying amounts of assets and
liabilities for financial reporting purposes and their tax bases.
Deferred tax assets also arise from unused tax losses and
unused tax credits.

Apart from certain limited exceptions, all deferred tax
liabilities, and all deferred tax assets to the extent that it is
probable that future taxable profits will be available against
which the asset can be utilised, are recognised. Future taxable
profits that may support the recognition of deferred tax
assets arising from deductible temporary differences include
those that will arise from the reversal of existing taxable
temporary differences, provided that those differences relate
to the same taxation authority and the same taxable entity,
and are expected to reverse either in the same period as the
expected reversal of the deductible temporary differences
or in periods into which a tax loss arising from the deferred
tax asset can be carried back or forward. The same criteria
are adopted when determining whether existing taxable
temporary differences support the recognition of deferred
tax assets arising from unused tax losses and credits, that is,
those differences are taken into account if they relate to the
same taxation authority and the same taxable entity, and are
expected to reverse in a period, or periods, in which the tax
loss or credit can be utilised.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(0]

Income tax (Continued)

The limited exceptions to recognition of deferred tax
assets and liabilities are those temporary differences
arising from goodwill not deductible for tax purposes, the
initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of
a business combination), and temporary differences relating
to investments in subsidiaries to the extent that, in the case
of taxable differences, the Group controls the timing of
the reversal and it is probable that the differences will not
reverse in the foreseeable future or, in the case of deductible
differences, unless it is probable that they will reverse in the
future.

The amount of deferred tax recognised is measured based
on the expected manner of realisation or settlement of the
carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the end of the reporting
period. Deferred tax assets and liabilities are not discounted.

The carrying amount of a deferred tax asset is reviewed at
the end of each reporting period and is reduced to the extent
that it is no longer probable that sufficient taxable profits will
be available to allow the related tax benefit to be utilised.
Any such reduction is reversed to the extent that it becomes
probable that sufficient taxable profits will be available.

Additional income taxes that arise from the distribution of
dividends are recognised when the liability to pay the related
dividends is recognised.

Current tax balances and deferred tax balances, and
movements therein, are presented separately from each
other and are not offset. Current tax assets are offset against
current tax liabilities, and deferred tax assets against deferred
tax liabilities, if the Group has the legally enforceable right to
set off current tax assets against current tax liabilities and the
following additional conditions are met:

2

(U]

08)

ﬂL

2 SHBGRIE ()

FRSHL(4)

FERBEHIIMERT - THERIRLENIBEE
BB ERERRBE TR IEE
VR BRI E 5T RERTUE N Z
BESAB(ATRARAHZ D)
REMARENBAR CERHEZMHE  BHER
MERME - TRBEEEGZERR
[E] & B i T % = FRAE P) R R i [
M HREREM = © FRIFZEREATL
7% R AT LA [E] -

BARAREHASBIREZEERABLZ
FREEERERLEET N - BRER
EHREHIESIAR EHIENTRREE -
ERHREERABETEE -

BEHIRE ERREERN S RE HRE
% BETBAREEHTARRTUEN A
AEFERRERENE - AT IAHR
WA R HERDE A - B BRI R T B
8] o

K E RS S EMNBINASHRERBRE
Y S AN B (A RS P RERR ©

BNEARG IR EURFE R IR A SR I H B B 2 £
EORGIRMAEHEEE - AEER
BIEENEERTHIREE R A GEEER
HEATHSEREAERT - T HAHR
ERBHRAENMBRELEH



Notes to the Financial Statements

871 5 ¥ 2 Bid 5E

For the year ended 31 December 2017 HE-T—tF+-A=+—HIFE

2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

() Income tax (Continued)

in the case of current tax assets and liabilities, the
Group intends either to settle on a net basis, or to
realise the asset and settle the liability simultaneously;
or

in the case of deferred tax assets and liabilities, if they
relate to income taxes levied by the same taxation
authority on either:

o the same taxable entity; or

3 different taxable entities, which, in each future
period in which significant amounts of deferred
tax liabilities or assets are expected to be settled
or recovered, intend to realise the current tax
assets and settle the current tax liabilities on a
net basis or realise and settle simultaneously.

(m) Provisions and contingent liabilities

i)

ii)

Contingent liabilities assumed in business
combinations

Contingent liabilities assumed in a business
combination which are present obligations at the date
of acquisition are initially recognised at fair value,
provided the fair value can be reliably measured. After
their initial recognition at fair value, such contingent
liabilities are recognised at the higher of the amount
initially recognised, less accumulated amortisation
where appropriate. Contingent liabilities assumed in
a business combination that cannot be reliably fair
valued or were not present obligations at the date of
acquisition.

Provisions and contingent liabilities

Provisions are recognised for liabilities of uncertain
timing or amount when the Group has a 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 carried at the
present value of the expenditure expected to settle the
obligation.
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2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 2. FEEHHEREBER@
(Continued)
(m) Provisions and contingent liabilities (Continued) (m) BERIREE(H)
ii)  Provisions and contingent liabilities (Continued) i) BERIAEEE)

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 an outflow
of economic benefits 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 an outflow of economic benefits is
remote.

(n) Related parties

a)

b)

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 Group or the Group’s parent.

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

i) The entity and the Group 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.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(n)

(o)

Related parties (Continued)

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.

vi)  The entity is controlled or jointly controlled by a
person identified in a).

vi) 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 Group or to the parent of the
Group.

Close members of the family of a person are those family
members who may be expected to influence, or be influenced
by, that person in their dealings with the entity.

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable. Provided it is probable that the
economic benefits will flow to the Group and the revenue
and costs, if applicable, can be measured reliably as follows:

i)

ii)

iii)

Sale of goods

Sale of goods is recognised on transfer of risks and
rewards of ownership, which generally coincides with
the time when the goods are delivered to customers
and the title is passed.

Finance income under finance leases (the Group
as the lessor)

Finance income is recognised on a pattern reflecting
a constant periodic rate of return on the lessor's net
investment in the finance lease.

Rendering of services

Services income is recognised when the services are
rendered.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(p)

Employee benefits

i)

Short term employee benefits and contributions
to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave,
contributions to defined contribution plans and the
cost of non-monetary benefits are accrued in the
year in which the associated services are rendered by
employees. Where payment or settlement is deferred
and the effect would be material, these amounts are
carried at their present values.

The Group operates a Mandatory Provident Fund
Scheme (“the MPF scheme”) under the Hong Kong
Mandatory Provident Fund Schemes Ordinance for
employees employed under the jurisdiction of the
Hong Kong Employment Ordinance. The MPF scheme
is a defined contribution retirement plan administered
by independent trustees. Under the MPF scheme, the
employer and its employees are each required to make
contributions to the plan at 5% of the employees’
relevant income, subject to a cap of monthly relevant
income of HK$30,000 (HK$25,000 prior to June 2014).
Contributions to the plan vest immediately.

The employees of the Company’s subsidiaries which
operate in the People’s Republic of China (“PRC") are
required to participate in a central pension scheme
operated by the local municipal government. These
subsidiaries are required to contribute a certain
percentage of its payroll costs to the central pension
scheme. The contributions are charged to profit or loss
as they become payable in accordance with the rules of
the central pension scheme.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

(Continued)

(p)

Employee benefits (Continued)

ii)

iif)

Share-based payments

The fair value of share options granted to employees is
recognised as an employee cost with a corresponding
increase in a capital reserve within equity. The fair
value is measured at grant date using the Black Scholes
Option Pricing Model, taking into account the terms
and conditions upon which the options were granted.
Where the employees have to meet vesting conditions
before becoming unconditionally entitled to the share
options, the total estimated fair value of the share
options is spread over the vesting period, taking into
account the probability that the options will vest.

During the vesting period, the number of share options
expected to vest is reviewed. Any resulting adjustment
to the cumulative fair value recognised in prior years
is charged/credited to profit or loss for the year under
review, unless the original employee expenses qualify
for recognition as an asset, with a corresponding
adjustment to capital reserve. On vesting date, the
amount recognised as an expense is adjusted to reflect
the actual number of share options that vest (with
a corresponding adjustment to the capital reserve)
except where forfeiture is only due to not achieving
vesting conditions that relate to the market price of the
Company’s shares. The equity amount is recognised in
capital reserve until either the option is exercised (when
it is transferred to the share premium account) or the
option expires (when it is released directly to retained
profits).

Termination benefits

Termination benefits are recognised when, and only
when, the Group demonstrably commits itself to
terminate employment or to provide benefits as a result
of voluntary redundancy by having a detailed formal
plan which is without realistic possibility of withdrawal.
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2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
(Continued)

(a)

(r)

Foreign currencies translation

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by the
entities in the Group are initially recorded using their
respective functional currency rates ruling at the dates of the
transactions. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency
rates of exchange ruling at the end of the reporting period.
All differences are taken to profit or loss. Non-monetary
items that are measured in terms of historical cost in a
foreign currency are translated using the exchange rates at
the dates of the initial transactions. Non-monetary items
measured at fair value in a foreign currency are translated
using the exchange rates at the date when the fair value was
determined.

The functional currencies of certain subsidiaries are currencies
other than the Hong Kong dollar. As at the end of the
reporting period, the assets and liabilities of these entities are
translated into the presentation currency of the Company at
the exchange rates ruling at the end of the reporting period
and their statements of profit or loss are translated into Hong
Kong dollars at the weighted average exchange rates for
the year. The resulting exchange differences are recognised
in the other comprehensive income and accumulated in the
exchange fluctuation reserve.

Segment reporting

Operating segments, and the amounts of each segment
item reported in the financial statements, are identified from
the financial information provided regularly to Group’s most
senior executive management for the purposes of allocating
resources to, and assessing the performance of, the Group’s
various lines of business and geographical locations.

Individually material operating segments are not aggregated
for financial reporting purposes unless the segments have
similar economic characteristics and are similar in respect of
the nature of products and services, the nature of production
processes, the type or class of customers, the methods used
to distribute the products or provide the services, and the
nature of the regulatory environment. Operating segments
which are not individually material may be aggregated if they
share a majority of these criteria.
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NEW AND REVISED HKFRSS APPLIED

The Group has adopted the following revised standards for the first
time for the current year's financial statements.

Amendment to HKAS 7 Disclosure Initiative;

Amendment to HKAS 12 Recognition of Deferred Tax Assets for
Unrealised losses; and

Annual Improvements to HKFRSs,
2014-2016 Cycle

HKFRSs (Amendment)

The amendments to HKAS 7 require an entity to make disclosures
that aim to enable users of financial statements to evaluate changes
in liabilities arising from financing activities.

The amendments to HKAS 12 clarify when unrealised losses on
a debt instrument measured at fair value would give rise to a
deductible temporary difference and how to evaluate whether
sufficient future taxable profits are available to utilise a deductible
temporary difference.

Annual improvements to HKFRSs (2014-2016 cycle) include an
amendment to HKFRS 12 that clarifies that, when an entity’s
interest in a subsidiary, a joint venture or an associate (or a portion
of its interest in a joint venture or an associate) is classified (or
included in a disposal group that is classified) as held for sale in
accordance with HKFRS 5 Non-current Assets held for Sale and
Discontinued operations, it is not required to disclose summarised
financial information for that subsidiary, joint venture or associate,
as required by HKFRS 12 Disclosure of Interests in Other Entities.

The application of these amendments has had no effect on the
Group's consolidated financial statements.
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4. ACCOUNTING ESTIMATES AND JUDGEMENT
Key sources of estimation uncertainty

In the process of applying the Group’s accounting policies,
management has made certain key assumptions concerning the
future, and other key sources of estimated uncertainty at the end
of the reporting period, that may have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities
within the next financial year, as discussed below.

(i)  Property, plant and equipment and depreciation

The Group’s management determines the estimated useful
lives and related depreciation charges for its property, plant
and equipment. This estimate is based on the historical
experience of the actual useful lives of property, plant
and equipment of similar nature and functions. It could
change significantly as a result of technical innovations and
competitor actions in response to severe industry cycles.
Management will increase the depreciation charge where
useful lives are less than previously estimated lives, or it will
write-off or write-down technically obsolete or non-strategic
assets that have been abandoned or sold.

(i)  Impairment of finance lease receivables

The Group’s management has to exercise judgement in
determining whether finance lease receivables are impaired
or the event previously causing the finance lease receivables
impairment no longer exists, taking into account: (i) whether
the finance lease receivables have been past due; (ii) whether
there are any indicators of impairment; and (iii) whether the
repayments are in accordance with repayment schedules.
Changing the assumptions selected by management to
determine the level of impairment, could materially affect the
amount of impairment.

(iii) Allowance for bad and doubtful debts

The provisioning policy for bad and doubtful debts of the
Group is based on the evaluation by management of the
collectability of the accounts receivable. A considerable
amount of judgment is required in assessing the ultimate
realisation of these receivables, including assessing the
current creditworthiness and the past collection history of
each customer. If the financial conditions of these customers
were to deteriorate, resulting in an impairment of their ability
to make payments, additional allowance will be required.

(iv) Impairment of goodwill and intangible assets

Determining whether goodwill and intangible assets are
impaired requires an estimation of the value in use of the
cashgenerating units to which goodwill has been allocated.
The value in use calculation requires the directors 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.

S5tb 5t R
i TREME Z EBRIR

REBASEEHERNBRES  BEERR
REEAMRIBERR 2 G TREEE 2 EER
FIEHETERERR - AEARRALBHEAER
T—EAMBREEHEER A BRAEEEAH
B2 b RERHAmT -

(i)

(ii)

(iii)

(iv)

¥ BERRGURTE

AEEEREBETYX - BFERRENGE
FHAEAF A RAERITERX o &ibE
TRIRIEE RN SEARIT RO 3R ~ RS ok
BERERFHOEELRMIEL - L&
i R RS 8 F R AR NTTRE
HIFTETTEI M R EAEE) - iRl LA F
HRzpIefhstRE - AIEREeRST
B B HERHENRMTER K
FE SRS B EE M BH S HURR ©

PR & A E
AEEEEEFRELREBRERTER
BT EHREHERUIARELE
HESTBFAETEHE - EPEER
(YEWREMEESRDAB ()28
EDREIE R ¢ K (i) B TR B AR E
BN o EENE IR E R R E ARSI TR E
MRRAEAET EREDHE

RIZIRIEE

AEE REFRERRASREEEEY
FEWRIE 2 PIUR B 1 HETTRT Al © ZERThR%
FRWFIRRZ DRIV - FELAE
Hi - REFESEFPZRRERRNIR
BEERLEE - MZERFP ZMERRE
b - EHHENRENRSS - HFRRRIME
e

BEREREERE

REEBREMEVEESS LEBER
FEEREEORNREEEEMMNE
REE - A EEREER - EFFEMET
ZHeELEMBMBELNORRIRER
EBURFERENAEREE -



Notes to the Financial Statements

871 5 ¥ 2 Bid 5E

For the year ended 31 December 2017 HE-T—tF+-A=+—HIFE

4,

ACCOUNTING ESTIMATES AND JUDGEMENT (Continued)
Key sources of estimation uncertainty (Continued)
(v) Income tax

The Group is subject to income taxes in several jurisdictions.
Significant judgment is required in determining the
worldwide provision for income taxes. There are transactions
and calculations for which the ultimate tax determination is
uncertain during the ordinary course of business. The Group
recognises liabilities for anticipated tax audit issues based
on estimates of whether additional taxes will be charged.
Where the final tax outcome of these matters is different
from the amounts that are initially recorded, such differences
will impact the income tax and deferred tax provisions in the
period in which such determination is made.

SEGMENT REPORTING

For management purposes, the Group is organised into business
units based on its products and services and has the reportable
operating segments as follows:

(@  the trading business segment is engaged in the trading of
goods, components and accessories;

(b)  financial services business segment is engaged in provision
of finance lease services, provision of money lending services
and provision of securities services;

(¢)  the information technology business segment is engaged in
distributorship of information technology products and the
provision of relevant technical support services; and

(d)  other business segment is engaged in servicing business, such
as training course provision.

During the year ended 31 December 2016, the forestry business
segment had been ceased upon the disposal of subsidiary in 2016
as disclosed in note 40 to the financial statements. Executive
directors of the Company, who are the chief operating decision
makers, monitor the results of its operating segments separately
for the purpose of making decisions about resources allocation
and performance assessment. Segment performance is evaluated
based on reportable segment profit or loss, which is a measure of
adjusted profit/loss before tax. The adjusted profit or loss before
tax is measured consistently with the Group’s profit/loss before
tax except that interest income, finance costs, equity-settled share
option expenses, as well as head office and corporate expenses are
excluded from such measurement.

Revenue and expenses are allocated to the reportable segments
with reference to sales generated by those segments and the
expenses incurred by those segments or which otherwise arose
from the depreciation or amortisation of assets attributable to those
segments.
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5.  SEGMENT REPORTING (Continued) 5. SNPESH
Segment assets include non-current assets and current assets DBEERRIIERDEERRDEE ' ETE
with the exception of certain assets unallocated to an individual EARSPEEFERAIRESH 2 ETEE ©
reportable segment.
Segment liabilities include non-current liabilities and current DBEBRFBIERDEERABEE  ETE
liabilities with the exception of tax payable and other unallocated HERERE ZENBEBEREM AR ENEER
head office and corporate liabilities as these liabilities are managed RATRIBME -
on a group basis.
For the year ended 31 December 2017 BE-Z—tH&+-A=+—HLEFE
Financial  Information
Trading services  Technology Other
business business business business Total  Unallocated  Group Total
SRR AR

HK$'000 T B5%H % % AR Aif B AREAH
Segment revenue: PEHA -
Revenue from external customers REMNARPZHA 325217 104,155 812 - 430,184 - 430,184
Segment profit{oss) SHEH/(BR) (260) 8,261 (323) ®) 7635 107 1742
Interest income FEMA 8 A 1 - 60 - 60
Finance costs BANAK (351) - - - (351) (20832) (21,183)
Gain on extinguishment of comvertible AT AR EH

bonds liabilty component BES %G - - - - - 31,162 31,162
Other expenses ARz - - - - - (17871) (17.871)
Profit{oss) befor tax WBiATER/ (88) (5m3) 8,282 (32) ®) 1344 (1.434) (%0)
Addtions to non-current assets REFRHAE - 564 - - 564 2498 3,062
Provision for impairment loss on loan

receivables ERETREERAR - (1,000 - - (1,000 - (1,000
Provision for impairment loss on

prepayments, deposits and other BARE R REMERGE

receivables RESERE - (285) - - (285) - (285)
Witten off of inventories &Mk (50) - (87) - (137) - (137)
Whitten off of bad debts REHR - 9 - - 9 (3,106) (3,009)
Depreciation of property, plant and 0% BERZENE

equipment (44) (747) @1) - (832) (2,953) (3,785)
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SEGMENT REPORTING (Continued) 5 NEPHRSEH
For the year ended 31 December 2016 BE-E—R"FE+-A=1+—HLEE
Financial  Information
Trading services  Technology Other
business business business business Total  Unallocated  Group Total
SRIEE EARE

HK$'000 THT LUES % % HfhEk At #B  KEEA
Segment revenue: LELSE
Revenue from external customers RENEEEZBA 175,290 80,274 628 40 256,23 — 256,23
Segment profit{oss) PR/ (BE) (675) 11,694 (1,774) (28) 9217 (493) 8724
Interest income FIEMA - 67 1 - 68 3 91
Finance costs BERA (191) )] = = (192) (19,590) (19,782)
Loss on disposal of a subsidiary HE-RHEARIZER — - — — - (10,370) (10,370)
Other expenses His — — — — — (14873) (14,873)
Profitf{loss) before tax BREEN/(BR) (866) 11,760 (1,773) (28) 9,093 (45,303) (36,210)
Addtions to non-current assets REERBEE 15 1032 - - 1,047 20 1,067
Provision for impairment loss on

trade receivables ESRIGERESERE - - — B) @) = B)
Written off of inventories FENE (435) = = = (435) = (435)
Witten off of bad debts REEHE - - (109) = (109) 8) (17)
Depreciation of property, plant and 0% BEREENE

equipment (%) (689) (70) — (855) (1,306) (2,161)
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5. SEGMENT REPORTING (Continued)
As at 31 December 2017

5. NEBHEwE)
R-—Z2—+F+=A=+—H

Financial  Information
Trading service  Technology Other
business business business business Total  Unallocated  Group Total
SRR BN
HKS'000 Tin B5%% % % B At AR AREE
Segment assets PHEE 15,533 2,194,586 4,614 51 2,214,784 - 2,014,784
Bank balances and cash RiTkalhe
— general accounts ——REF - - - - - 3419 3479
Other assets EEE - - - - - 5,988 5,988
Total assets EELE 15,533 2,194,586 4,614 51 2,214,784 9,467 2,224,251
Segment liabilities HHEE (6,002)  (1,920,864) (2,526) - (1,929,392) - (1,929,392)
Convertible bonds AhRES - - - - - (95,940) (95,940)
Promissory notes REZE - - - - - (27622) (27,622)
Other libiltes EfpsfE - - - - - (30,137) (30,137)
Total liabilities Elratd (6,002) (1,920,864) (2,526) - (1,929,392 (153,699) (2,083,091)
As at 31 December 2016 REB—XFE+=ZA=+—H
Financial  Information
Trading service  Technology Other
business business business business Total  Unallocated  Group Total
SRR EMR
HK$'000 TEn EA%H % S LGS fit B AREET
Segment assets HPEE 14,738 2,019,819 4942 289 2,039,788 — 2,039,783
Bank balances and cash Edic)e s
— general accounts — &P - - - - — 1M 21M
Other assets HfrgE - - - - - 13,112 13,112
Total assets BELE 14738 2,019,819 4,942 289 2,039,788 15,283 2,055,071
Segment liabliies AHEE (4228 (1,780982) (2,436) —  (1,787,646) —(1,787,646)
Convertible bonds ikES - - - - — (114,400) (114,400)
Promissory notes RHZE - - - - - (50,402) (50,402)
Other liabiltes Efhhf = - - - - (11,283) (11,283)
Total liabiliies AR (4,228) (1,780982) (2436) — (1,787,646) (176,085) (1,963,731)
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5.

SEGMENT REPORTING (Continued)

Geographical information

(@) Revenue from external customers

NEIE (=)
EFE
(@) FRAMEEEZKWA

Year ended 31 December

BE+t-A=t-BHLFE

2017 2016
—E—tF —ZT—RF
HK$'000 HK$'000
Fiax FHT
Hong Kong B8 328,371 177,414
Mainland China B AR 101,813 78,818
430,184 256,232
The revenue information is based on the location of the IWAB BT AR P FTEHD B KIE o
customers.
(b) Non-current assets - property, plant and equipment (b) FRBEE- W%  BERRE
As at 31 December
R+=A=+—H
2017 2016
—E—+F —E—RE
HK$'000 HK$'000
Fax FAT
Hong Kong BB 2,908 3,383
Mainland China B A RE 1,103 1,281
4,011 4,664

The non-current asset information above is based on the

location of assets.

LAIEREN B EE R TA R E T AR
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5. SEGMENT REPORTING (Continued)

Information about major customers

Revenues from customers contributing 10% or more of the total

sales of the Group are as follows:

NEEE ()

TERFZER
REHAEEHEEREER10% KN EEFZ
W AN -

Year ended 31 December

BE+t-A=t—-BHLFE

2017 2016
—E—tF —T—RE
HK$’'000 HK$'000
FERT T
Customer A — revenue from trading business BEARBESEBKZBA
— Hong Kong — & 255,255 110,836
Customer B — revenue from financial services business %P B 3R E & BRI 2 A
~oRe _ — 26,392
Customer C — revenue from financial services business &P C B S BREEE 2 A
— PRC — 51,505 —
306,760 137,228

6. REVENUE AND OTHER INCOME

Revenue represents the net invoiced value of goods sold, after
allowances for returns and trade discounts, the value of services
rendered and interest income from financial services business during
the year. An analysis of revenue and other income is as follows:

WA R E fth R A

WAEFAHEEm(HRRERERE SN
&) ZERFE  MRERB 2 EBEX SRR
BEB 2 FEWA o WA REMBA Z S0
T

Year ended 31 December

BE+t-A=t—-BHLFE

2017 2016
—E—tF —TRE
HK$'000 HK$'000
FTHERT FHET
Revenue: KA
Revenue from trading business BHEBZBA 325,217 175,290
Revenue from financial services business AR 2 A 104,155 80,274
Revenue from information technology business BB EB WA 812 628
Others Hi — 40
430,184 256,232
Other income, other gains and losses: HiA ~ Hftliss R g8 ¢
Interest income on bank deposit RITFERZFEWA 60 91
Investment income REBA — 1,299
Loss on early repayment of promissory notes REEEBALERZER — (493)
Loss on disposal of a subsidiary (note 40) & — B A Bl & (Fii3E40) — (10,370)
Gain on extinguishment of CB liability component i ARRESFE ERS 2 W 31,162 —
Sundry income HIEWA 1,587 1,794
32,809 (7,679)
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7.  FINANCE COSTS

7. RERUK

Year ended 31 December

BEt-RA=t—-RHILFE

2017 2016
—E—tf S
HK$'000 HK$'000
FTiER FHET
Imputed interest charge on convertible bonds(note 1) MR ES 2 HEF SR (1) 12,702 14,195
Imputed interest charge on promissory notes AEREZEEMNERY 3,839 4,810
Coupon interest charge on promissory notes AAEE 7 BERT 123 472
Interest charge on bank borrowings RITEFMEFZ 77,922 57,971
Interest charge on other borrowings H i EmA SRz 4,099 —
Interest charge on finance lease obligation (note 2) BERERE 2 FBRL (F2) 69 113
98,754 77,561
Less: interest charge on bank borrowings included W AIARRRSEBHEEK AR
in cost of sales for financial services business RITEFRMEFRL (77,571) (57,779)
21,183 19,782
Notes: BT
(1) The charge represents the imputed interest on the liability component (1) ZHAXEAFEARRESBEDBD 2HEF

of the convertible bonds for the year.

2) Interest on financing the acquisition of motor vehicles.

=1
N

() BEAEBMEZME -
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8.

LOSS BEFORE TAX

The Group’s loss before tax is arrived at after charging:

8. [RiAIGSE

AREEBRBR AT RAER T 7R B 1RER

Year ended 31 December

HE+-A=1t—-HILEE

2017 2016
—E—tF —T—RE
HK$'000 HK$'000
FTHET FET
(a) Staff costs (including directors’ emoluments): () BEIKAN(BPREEEZME):
Salaries, wages and other benefits ¢ TEREMBEF 19,431 13,390
Pension scheme contributions BREEIHE 242 218
19,673 13,608
(b) Other items: (b) EABIERE :
Auditors' remuneration — Audit services ZER S — ZBRG 800 756
Depreciation of property, plant and equipment W - BE KRBT E 3,785 2,161
Operating lease payments in respect of office premises WARYEZEERENR 2,849 2,446
Provision for impairment loss on loan receivables e E FR E B 1,000 =
Provision for impairment loss on prepayments, TARFOE - 2e KA
deposits and other receivable FUERERERE 285 —
Written off of inventories FEMR 137 435
Written off of bad debts RERHER 3,009 117
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9.  DIRECTORS' EMOLUMENTS 9. EXME
The remuneration of directors during the year were as follow: FANESHET ¢
2017 2016
—E—+tE —T—RF
HK$'000 HK$'000
FExT FHT
Executive directors: WITES
Fees we — =
Other emoluments: Hin
Salaries, housing allowances, e FEEE
other allowances and benefits in kind Hi e R EWF = 4,680 4,680
Pension scheme contributions RINEFTEIMEER 36 36
4,716 4716
Non-executive director: FHRITES :
Fees we — =
Other emoluments: H#< -
Salaries, housing allowances, e BEEN
other allowances and benefits in kind E 2B R EYRI - =
Pension scheme contributions RIASET B — =
Equity-settled share option expenses (note) VA RSRE f5 & B 18 2 BB ARE B S (PH5E) — =
Independent non-executive directors: BN IETES
Fees e 350 360
Other emoluments: Hit < :
Equity-settled share option expenses (note) PARAE AR B L R AR B = (P 5E) — =
350 360
5,066 5,076

Note: The amount represent share option expenses recognised under HKFRS

2 Share-based payment.

During the year ended 31 December 2017 and 2016, no share

option was granted.

BT : BB M S ERISE 25% AR D R ER 5K
HE ERBEES SR o

HE-_Z—+EN_T—RF+_A=+—H
LIEFE - WER T B ERE -
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9. DIRECTORS’' EMOLUMENTS (Continued)

(@) Independent non-executive directors

The fees paid to independent non-executive directors during

the year were as follows:

SS5E @)
(a) BIFEHiTES

FRADNBLIFATEZZHREWT

Equity-settled
share option Total
Fees expenses emoluments
UREEEmN
BEBRE
e X HemsE
HK$'000 HK$'000 HK$'000
TET FTERT TET
2017: —E—+tF:
Ng Kay Kwok RIEE 120 — 120
Yeung Mo Sheung, Ann H5RE 120 — 120
Yip Kat Kong, Kenneth #2E5T 20 — 20
Au-Yeung Sei Kwok BB 90 — 90
350 — 350
2016: —E-RE:
Ng Kay Kwok RIEE 120 — 120
Yeung Mo Sheung, Ann H5RIE 120 — 120
Yip Kat Kong, Kenneth ®2EHT 120 — 120
360 — 360
(b) Non-executive director (b) FEHITESE
Equity-settled
share option Total
Fees expenses emoluments
LUREEE R
BEBRE
e 53 HemsE
HK$'000 HK$'000 HK$'000
FHT FHET FHT
2017 : —E—+tF:
2016: It G
Wong Chi Man BEEX — — —
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9. DIRECTORS' EMOLUMENTS (Continued) 9. ESHE®
(c) Executive directors (0 HITES
Salaries, housing
allowances, other Equity-settled
allowances and Pension scheme share option Total
Fees benefits in kind contributions expenses emoluments
¥¢ RFE
BE - EftEE DRBEER
ik RENHE BRST MR BRBRERY WesE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAT TAT TATL TATL TAT
2017: “E-tE:
Cheung Wai Yin, Wilson REER - 3,900 18 - 3,918
Lau Chi Yan, Pierre A8 - 780 18 - 798
- 4,680 36 - 4716
2016: “E-RE:
Cheung Wai Yin, Wilson REE — 3,900 18 = 3,918
Lau Chi Yan, Pierre A8 — 780 18 — 798
— 4,680 36 — 4716

There was no arrangement under which a director waived or
agreed to waive any remuneration during the years ended 31
December 2017 and 2016.

During the years ended 31 December 2017 and 2016,
no emolument was paid by the Group to the directors as
an inducement to join or upon joining the Group or as
compensation for loss of office.

RBE-ZE—+FR T RF+_A=+1—
BLEEE UYEELAREIANETRELRE
BEERAME 2 L -

REBEE_E—+FR_ZT—"F+-_A=+—
ALEFE  AEBMERNESIEHH - LAE
BREEMARAINAREB RS FeiERE

BB -
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10.

FIVE HIGHEST PAID EMPLOYEES 10.

The five highest paid employees during the year included 2 (2016:
2) directors. Details of the emoluments of the remaining 3 (2016:
3) non-director, highest paid employee for the year ended 31
December 2017 are as follows:

heREHMES

RER AETaFMEEBERA(ZZT—N
F MR EE -BE-_ZT—+E+-A=+—
AEFE HB=ZR2(ZF—XRF  Z8) &=
HFMRFEEEEES 2SS ¢

2017 2016

—EB—tF —TRE

HK$°000 HK$'000

FTHET TET

Salaries, allowances and benefits in kind e BRI REMHR 2,925 2,925

Pension scheme contributions EREEEER 54 54

Equity-settled share option expenses VARRIE 45 5 B S iR AR 2 - =

2,979 2,979

The emoluments of the three (2015: three) individuals with the %5%<:_£$ =) B T2 R
highest emoluments are within the following bands: T TERE :

2017 2016

—E—tF —EREF

Number of Number of

individuals individuals

HK$ BT N N -

Nil — 1,000,000 Z2 1,000,000 2 2

1,000,001 — 2,000,000 1,000,001%2,000,000 1 1

2,500,000 — 3,000,000 2,500,000% 3,000,000 — —

3,000,001 — 3,500,000 3,000,001%3,500,000
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11. INCOME TAX 1. PriSH
Hong Kong Profits Tax was calculated at 16.5% (2016: 16.5%) MEFEEZBEBMNER HIEREBEEL 25T
on the estimated assessable profits arising in Hong Kong for both JERBHEAE16.5% (ZZF—7R"F : 16.5%)
years. The PRC enterprise income tax has been provided at the rate HE o  AEMCEMERIL25% (T —/RF ¢
of 25% (2016: 25%). Taxes on profits assessable elsewhere have 25% ) 2 TR REHR B - Hithib R ERBUER 2
been calculated at the prevailing rates of tax based on existing BMEDERIRITE - RBEBHRITHITHE
legislation, interpretations and practices. =tE o
Year ended 31 December
BE+-—HA=1+—HLEE
2017 2016
ZE-tF —ERF
HK$'000 HK$'000
FTER TAT
Hong Kong profits tax: ARG
— current year — AEE - 463
— under / (over) provision in prior years — BEFERETR(HB5E) 459 (20)
PRC enterprise income tax: B PTISH
— current year — KEE 2,550 3,353
— under provision in prior years — BAFERETRE 233 142
3,242 3,938
The tax charge for the year can be reconciled to the loss before tax FERIE S ] R AT IR AR T
as follow:
Year ended 31 December
HZ+-HA=t-HILEE
2017 2016
—E—tf§ S NG3
HK$'000 HK$'000
FTER TAT
Loss before tax BR AR (90) (36,210)
Tax at the applicable tax rate REAT R ENTIE (15) (5,975)
Effect of different taxation rates of other countries HMBARTARE 2728 1,018 847
Income not subject to tax BRRFTUA (6,057) (1,451)
Expenses not deductible for tax purpose Ik 600 2,454
Tax losses not recognised REERTIAEE 7,004 7,404
Deferred taxation EIEFIE — 537
Tax under provided PIERETR 692 122
Tax charge at the Group's effective rate BASEERB R E 2 HIES N 3,242 3,938

As at 31 December 2017, the Group has unused tax losses of
approximately HK$222,716,000 (2016: HK$183,487,000) available
for offset against future profits that may be carried forward
indefinitely. No deferred tax asset has been recognised in respect of
the tax losses due to the unpredictability of future profit streams.

R-B—+E+-A=1+—H XEEARHH
TRIEE184)/5222,716,0005 7T (=B — /84 ¢
183,487,000/ T) + B] A E4E PR BB 85 R K &
F o AR RETERIAR HE IR » ANEE I &
IR IBEERREERIBEE °
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12.

13.

DIVIDEND 12. B2

No dividend has been paid or declared by the Company during the MNAFEE  AARTEREXERKXE(ZE
year (2016: Nil). —NEE) o

LOSS PER SHARE 13. BEkEHE

The calculation of basic loss per share is based on the loss FRRERE B THIRE AR XA ARILE
attributable to owners of the Company and the weighted average BERFERNEZBITE BB NELHETE -

number of ordinary shares in issue during the year.

The calculation of basic and diluted loss per share is based on: FREREEBEETIBENT&IBTE

Year ended 31 December

BEt+t-A=+T—BLFE

2017 2016
—E—+tF S NGS
HK$'000 HK$'000
FTHET TAT
Loss =]
Loss attributable to owners of the Company R{Est EEIREAREE
used in the basic loss per share calculation ZANARIEA AEGER (6,725) (42,617)
Number of shares (thousands)
BRAHE (FR)
Shares R4
Weighted average number of FRBBEITERRINETSE
ordinary shares in issue during the year 1,803,053 1,457,526
Effect of 2015 CB (see note 29(2)) —E-RFAHRREF
(RMF7E29(2)) 173,913 173,913
Weighted average number of ordinary shares BT A s
for the purpose of calculating loss per share g B UGt E Gk EE 1,976,966 1,631,439
No diluted loss per share information presented for the years ended HEZT—t+tFR_FT—A"F+ZA=1+—H
31 December 2017 and 2016 as the impact of the convertible LEFE - BRERITENTRRES RELE
bonds and share options outstanding had anti-dilutive effect on the REHERERNGEEREENE Q&S

basic loss per share. 5| GRS EE 2 Bk o
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14. PROPERTY, PLANT AND EQUIPMENT 14. % - BEER

Computer
Leasehold and office Motor
improvements  equipment vehicles Total
HEWE BiR
#1i& MAERE "E &5t
HK$'000 HK$'000 HK$'000 HK$'000
THET THET FTHET THET
Cost: B
As at 1 January 2016 RZZ—~F—A—H 1,684 1,668 6,096 9,448
Addition BE - 43 994 1,037
Acquisition of subsidiaries W BRI B A A 24 6 — 30
Disposal and written off HE KR — (35) (276) (311)
Exchange realignment PEH AR (60) (11) (55) (126)
As at 31 December 2016 R-E—RF+-A=1+—H
and 1 January 2017 E-ZT—+#—F—A 1,648 1,671 6,759 10,078
Addition BE 2,498 546 — 3,044
Acquisition of subsidiaries g1 =YNGT| — 18 — 18
Disposal and written off HE KR (779) (4) — (783)
Exchange realignment b 5 A 65 31 83 179
As at 31 December 2017 R-B—+t&+=-A=t+—H 3,432 2,262 6,842 12,536
Accumulated depreciation and ZFMERRME !
impairment:
As at 1 January 2016 RZE—RFE—HA—H 884 1,191 1,532 3,607
Provided for the year FEEE 404 354 1,403 2,161
Written back on disposal B B — (35) (276) (311)
Exchange realignment MEH AR (26) (5) (12) (43)
As at 31 December 2016 RZZB—RE+-A=+—H
and 1 January 2017 k=T—+F—HF—H 1,262 1,505 2,647 5414
Provided for the year FEEE 2,169 202 1,414 3,785
Written back on disposal HE (765) (2) — (767)
Exchange realignment [ 5, 52 10 31 93
As at 31 December 2017 R-_B—+t&+=-A=t+—H 2,718 1,715 4,092 8,525
Net carrying value: BRMEVFE
As at 31 December 2017 R=-B—tF+=A=+—8 714 547 2,750 4,01
As at 31 December 2016 R-E—R"F+-A=1+—H 386 166 4,112 4,664

The net book value of the Group’s motor vehicle includes an
amount approximately HK$2,134,000 (2016: HK$3,266,000) in
respect of assets held under finance leases.

AEEABEZERAFERERERERERS
K& 2,134,000 (= ZF—7~4F : 3,266,000
BIT) ©
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15. FOREST CONCESSIONS 15.  FAiASETIE
2017 2016
—E—+iF —ERF
Notes HK$000 HK$'000
BizE FBT TR
Cost: AR
As at 1 January n— H H — 833,801
Disposal of a subsidiary HE—FHRBAR - (833,801)
As at 31 December Wt+=—A=+—8H - =
Accumulated amortisation: REtEe
As at 1 January R—A—H — (3,990)
Disposal of a subsidiary HE—FHIBAR — 3,990
As at 31 December R+=—A=+—8 - =
Accumulated impairment: RK5HREE
As at 1 January nN—HA—8 — (829,811)
Impairment for the year FRRE - -
Disposal of a subsidiary HE—RKTE AR — 829,811
As at 31 December R+=A=+—H — =
Carrying amount: BREE
As at 31 December R+=A=+—H — =

Amortisation is charged on a unit of production basis over the
estimated useful lives of forest concessions.

The forest concession rights cover the entire forest area of 313,500
hectares Mimika Areas in Indonesia. This licence which allows
logging, land clearing and plantation of oil palm trees.

In 2015, as the result of the unexpected delay of production due
to communal conflicts and caused riots at the vicinity, the Group
carried out a review of the recoverable amount of those concessions
and related equipment. These assets are used in the Group’s
forestry business reportable segments. The recoverable amount of
the relevant assets has been determined on the basis of their fair
value less cost to sell. In determining the recoverable amount, the
Group engaged Roma Appraisals Limited, an independent qualified
professional valuer not connected with the Group, to value the fair
value of the forest concessions.

The review led to recognition of an impairment loss on forest
concessions of HK$29.0 million which has been recognised in the
profit or loss for the year ended 31 December 2015.

During the year ended 31 December 2016, the forest concession
rights had been disposed of through the disposal of Merdeka
Timber Group Limited. Detail of the disposal of a subsidiary has
been set out in note 40 to the consolidated financial statements.

B H R DA B A A IR AR M R AR 2 b AT AT
8RR EAFIRR ©

FRMEF I REE ZEE Mimika @2 (@A EE A
313,500 R 2 FM o LEHERR » RFEFEOR - FARS
R K AR o

R-Z—RE  dREBIhEREREREHR
%ﬁuﬁ%inﬂZWZEEL& $%@E
BRZERFFRIARRBZARE SR - %
FEEDANARBZHAAREFAIHREDE
HEREEZ BB SBIRAFEEREEKX
AER] - REEANOEHE AEEDREH
AEEWEMEZBIA ﬁ%iﬁﬁﬁ%%§
BFRFHE AR A BHRMSFEZ A

BREREERAZMEFEREESIE
29,000,000/ 7T - EEEAExi_Q AF+=
A=+—HIFEHERER -

HE TR E+_A=+—RHIEE " %
MAEFFHEE 5 1B & Merdeka Timber Group
LimitedM&H + HE—RHHBARFEEDHT
ARG B Fs 3 M 540 o
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16. INTANGIBLE ASSETS

E=:)
H

b
)

\
/

16.

Trading right

R

HK$'000

FTAT

As at 1 January 2016 RZF—RF—-HA—H =
Acquisition of a subsidiary WiE—FERE R 2,805
As at 31 December 2016 and 1 January 2017 RZB—R"F+ZA=t+—HBk=F—+t%—HF—H 2,805
Acquisition of a subsidiary Wi —FHH B AR 2,900
As at 31 December 2017 RZE—+F+=-A=+—H 5,705

17.

Trading right have indefinite useful life and therefore no
amortisation has been provided. No impairment was provided
during the year ended 31 December 2017.

RS HEEEE R HIR AU AR
W BE_T-RNFT-_A=+—BILFE"
BEREFHREE -

GOODWILL e
2017 2016

kSl o -3 —ERF

HK$'000 HK$'000

FTER FHET

As at 1 January Rn—A—H — =
Acquisition of a subsidiary Wi —FIFf B A A) 5,803 =
Impairment RE — —
As at 31 December Wt+=—A=+—8H 5,803 —

Goodwill acquired through business combination has been allocated
to the financial services business segment.

In 2017, the Group performed its annual impairment test for
goodwill allocated to the financial services business segment cash-
generating-unit by comparing its recoverable amount to its carrying
amount as at the end of the reporting period. The recoverable
amount of the cash-generating-unit is determined based on value-
in-use calculations. These calculations used cash flow projections
based on a five-year financial budget approved by management.
Cash flows beyond a five-year period approved by management
have been extrapolated with an estimated general annual growth
of not more than 3% for a five-year period. The discount rate
used of for the year ended 31 December 2017 was 14.7% reflects
specific risks related to the segment. At the end of the year 2017,
management of the Group determines that there is no impairment
of goodwill.

BREBCHUBZAEECHEZSBRHER
BoEh o

R-F—tF  AEELBHETEBREE
BoBReEL BN BEKRLESEERLR
BERRZEEE  HEEETFRERER
A REELBUNAKRESEIRBERE
B EDEERE - RS ENEAERKEER
BHENAFUBRENRSRERE - BE
BEH AR F IR ERE T A —R
FREENEB3I% NAFHEHREE - BE—F
—tF Tt A=+ RIEFEMRANI47%
MIRERBREZ S BAFENSERR - R=F
—tEFFL - AEEEREETHERENE -
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18. AVAILABLE-FOR-SALE INVESTMENTS 18.

Available-for-sale investments comprise:

JHBERE
AR ERE ZERE AT

As at 31 December

R+=A=+—H
2017 2016
—E—+E T
HK$’'000 HK$'000
FEx T

Unlisted investments FLEHHRE

Debt securities — Debentures, fair value (Note 1) BRES — B - RAFEA(NED) 1,475 1,475
Total aEr 1,475 1,475

Note 1:  The debenture securities with a carrying amount of HK$1,475,000
as at 31 December 2017 (2016: HK$1,475,000) represent the
Group’s interest in unlisted zero coupon debentures issued by
companies incorporated in Hong Kong, which are measured at fair
value.

The available-for-sale investments are denominated in the following

MizE1: R-ZT—tHF+-A=1+—8 ZEESE
ABREE 41,475,000 T (=T — N &F -
1,475,000/ 7T) * EEARNEERERSEM
R Z ARIFEITIE LM S EEE 2
% THRAF(EERE -

AR ERER T B’ HE

currencies:
As at 31 December
®+=BA=+—H

2017 2016
—E—+F ZE—RF
HK$'000 HK$'000
FET FAT
Hong Kong dollar BT 1,475 1,475
Renminbi N — _

1,475 1,475
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19.

INTERESTS IN SUBSIDIARIES

Particulars of the principal subsidiaries are as follows:

19.

HOME A D
AMEEIBATZHENT :

Place of
establishment/ Percentage of equity
incorporation Nominal value of issued ordinary/ attributable
Name and operations  registered share capital to the Company Principal activities
R/ NG
2B RUREENHS BRTLER/ZMRAEE EERARGEEAL  TEER
2017 2016
Bt 2%
% %
Atbinary (Holdings) Limited Hong Kong 1 ordinary share of HK$1 100 100 Information technology business
ZRTER)BRAR &E 1REREEET LR ERIEE
End User Investments Limited BVI 29,706,179 ordinary shares of 100 100 Investment holding
HK$0.1 each
HBERNE 29,706,179 EREE0. 1T REAER
BRI
End User Technology Limited BVI 100 ordinary shares of US$ 1 each 100 100 Investment holding
RRERHS 100k BRREE £ SRk RERK
Ever Hero Group Limited BVI 1 ordinary share of of US$1 100 100 Investment holding
ERERES 1REREEIXT, EBR RERK
Gold Coin Development Limited Hong Kong 1 ordinary share of HK$1 100 100 Investment holding
SRERBRAR Bl 1REREE AT SRR RERK
Ideal Magic International Limited Hong Kong 10,000 ordinary shares of HK$ 1 each 100 100 Investment holding
WEERERAR Bh 10,000k EAREE 1A TT 2 EAk RERK
M Technology Limited Hong Kong 1 ordinary share of HK$1 100 100 Information technology business
Bl \REREE BT SRR BARHRER
Mega Wealth Investments Limited Hong Kong 100 ordinary shares of HK$1 each 100 100 Investment holding
FERERRAR 0 100 BRREE 17T Bk RERK
Merdeka Finance Limited Hong Kong 1 ordinary share of HK$1 100 100  Finance and money lending business
BESRARAR Bl 1REREEIRT, EBR RERHEEH
Merdeka Resources International Limited Hong Kong 100,000 ordinary shares of HK$1 each 100 100  Trading business
EEARERERAR Y 100,000 BRE(E 1T Bk VRS
Merry Fortune Holdings Limited BVI 1 ordinary share of US$1 100 100 Investment holding
RRERHS 1REREEIET SRR RERK
Mian Yang Heng Da Information PRC RMB5,000,000 60 60  Information technology business
Technology Limited
GHEEEENRERAR il AR5,000,0007T ERIEE
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19.

INTERESTS IN SUBSIDIARIES (Continued) 19. NKBASER®)
Place of
establishment/ Percentage of equity
incorporation Nominal value of issued ordinary/ attributable
Name and operations  registered share capital to the Company Principal activities
R/ N
£ RUREEHT CRTLER/GMRAEE EERARGEAL  TEER
2017 2016
“E-tf ZE5F
% %
Hang He Financial Lease (Shanghai) PRC RMB170,016,315 64.71 64.71  Finance lease
Company Limited*
EAREHE (L) BRAR Gl ARE170,016,3157 BEHS
Netgenii Technology Limited Hong Kong 1,000 ordinary shares of HK$ 1 each 95 95  Information technology business
HENRBRAT &E 1,000 EREE AT ERR RARBER
Prestige Gold Limited Hong Kong 1 ordinary share of HK$1 100 100  Investment holding
SERERAA B8 1REREE BT SRR RERER
Source Easy Limited Hong Kong 10,000 ordinary shares of HK$ 1 each 100 100 Trading business
RHBERAR A 10,000 B RAENET L BBk 2555
Merdeka Capital Limited Hong Kong 19,300,000 ordinary shares of 100 100  Trading of securities
HK$ 1 each
EEEABRAT &b 19,300,008 B RAE 14T 2 KA BHZH
Merdeka Credit Information Limited PRC RMB50,000,000 70 70  Inactive
ERHERRAT e ARE50,000,0007 70 0 PER
Hang Asset Management Limited Hong Kong 5,000,000 ordinary shares of HK$ 1 each 51 51 Advising on securities and asset
management
&b 5,000,008 & REE175TT.2 & B REARiE AREEER
The above table lists the subsidiaries of the Company which, in EERE EERFAHINZAATIMNBATIEE
the opinion of the directors, principally affected the results for the HENEEEENBRANEBEEFENE A
year or formed a substantial portion of the net assets of the Group. WS o BERA  BEHMNBAT ZEEE
To give details of other subsidiaries would, in the opinion of the EBIEESEBBRILE °
directors, result in particulars of excessive length.
The following information relating to non-wholly owned subsidiaries TERIREBESEAFEIEIRERS ([ FEEpstE
that have material non-controlling interests (“NCI"). F 272 EMBATIHEER o
The summarised financial information represents amounts before B ERIE 25N 5 R E SR £5E -

intercompany eliminations.

* For identification purpose only @ 5
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19.

INTERESTS IN SUBSIDIARIES (Continued)

19. NKBAIES @)

Heng Asset Management Limited HEEEEARAR
2017
—E—t
HK$'000
T
At 31 December 2017 R=Z—tF+=-A=+-—H
Non-current assets FRBEE 14
Current assets MEEE 5,210
Non-current liabilities FERBAE -
Current liabilities REAE (29)
Net assets BEFE 5,195
Carrying amount of NC| R ERREE 2,546
Year ended 31 December 2017 BE-ZE—+tH+-A=1+—HLEE
Revenue Was 1,000
Expenses 53 (421)
Profit it 579
Loss attributable to NCI IR IR (L 1E 284
Net cash flow from /(used in) EE/(FR)FR
Operating activities RS 878
Investing activities BEEE -
Financing activities MEEH -
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19.

INTERESTS IN SUBSIDIARIES (Continued)

Heng He Financial Lease (Shanghai) Company Limited

—tFEt A=t BLFE

19. REEAS)ER
EARERE (LB BRAE

2017 2016
—E—tF —T—RE
HK$’000 HK$'000
FER FEIT
As at 31 December Wt+=—A=+—H
Non-current assets ERBEE 241,464 1,814,862
Current assets TBAEE 1,922,004 182,103
Non-current liabilities JEREARE (72,060) (1,691,649)
Current liabilities mEaE (1,847,076) (86,212)
Net assets EEFE 244,332 219,104
Carrying amount of NCI IR E R R A 86,225 77,322
Year ended 31 December HEt+t-—A=1—RHItEE
Revenue WA 102,553 80,859
Expenses 53 (92,653) (70,136)
Profit for the year E R A 9,900 10,723
Profit attributable to NCI IR (G = A 3,494 3,942
Net cash flow (used in) / generated from INTEEN(FTA), EEReREFE
Operating activities BEEE) (29,830) (960,848)
Investing activities REES (459) 7,896
Financing activities REES — 978,040

AARNBEEEENTEALNARE
20,280,000 (4723,590,000/8 7L ) 1EAH 2 48
BRI $QTEAT SRR F56.97 % IE AN E
64.71% * B=-ZE—"F+A-F+/NHEERK -

Following the Company's injection of a sum of approximately
RMB20.28 million (approximately HK$23.59 million) in cash into
Heng He as its paid capital, the Company's interest in Heng He
increased from 56.97 % to 64.71% with effect from 26 July 2016.
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20. INVENTORIES 20. #8
As at 31 December
W+=A=+-8
2017 2016
—E—tF TR
HK$'000 HK$'000
FTER FHET
Finished goods SIRY G 1,292 2,726
The cost of inventories recognised as an expense during the year FANTER R FEK A /321,800,000
was approximately HK$321.8 million (2016: HK$171.5 million), in Jo(=Z—7<%F : 171,500,000/ 7T) * ET%’]?
respect of which approximately HK$Nil (2016: nil) represents write BIL(ZE—RF D) EFEMRETZRF
down of inventories to net realisable value. =
21. TRADE RECEIVABLES 21. EFERFIB
As at 31 December
W+=A=+-A
2017 2016
kSl of -3 —ERF
HK$'000 HK$'000
FTHET FHET
Trade receivables B SN E 8,202 6,867
The Group’s trading terms with its customers are mainly on credit. AEBHERP 7 BIBRAEEUEERE
The credit period is generally two months. Each customer has a EFEEH—RAREAR - BRRFAERREER
maximum credit limit. The Group seeks to maintain strict control B o AEBEBREIEGIARS S 2 EWRR - Wak
over its outstanding receivables and has credit control procedures EEERFUEREERRE =SRAEEAES
established to monitor credit risk. Overdue balances are reviewed EHRA @R - B S RIGKIBEREE °
regularly by senior management. Trade receivables are non-interest-
bearing.
An aged analysis of the trade receivables as at the end of the B S EWFIBR IR E R ZERER ST (RBESR
reporting period, based on the invoice date and net of impairment, AHNCHIRRRE) 20 T
is as follows:
As at 31 December
W+=A=+-A8
2017 2016
it S 3 S NG3
HK$'000 HK$'000
THET FHET
Within 30 days 30HA 865 3,401
31 to 60 days 31260H 532 7
61 to 120 days 6121208 3,377 42
Over 120 days 1208 A E 3,428 3,417

8,202 6,867
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21.

22.

TRADE RECEIVABLES (Continued) 21. SIREWFRIBE @)
The aged analysis of the trade receivables that are not considered to RERAEREZE S EWGRIE Z REHHTIn
be impaired is as follows: T:
As at 31 December
Wt+=A=+—-H
2017 2016
—E—tF —TF
HK$'000 HK$'000
FTHERT THT
Not impaired A 8,202 6,867
Receivables that were not impaired relate to customers for whom FORE 2 EU AR LT B R ek 2 B P
there were no recent history of default. The Group does not hold Bl o AEEWESZFHIEFEERD
any collateral over these balances.
FINANCE LEASE RECEIVABLES 22. pYETHEEMFRIA

As at 31 December

R+=A=+—H
2017 2016
=B o : 3 —E—RF
HK$'000 HK$'000
FHET FHT
Current finance lease receivables B EA R E M S eI IA 1,837,309 31,873
Non-current finance lease receivables JERN AR B & FE R IA 240,366 1,869,445
2,077,675 1,901,318
Amount receivable under finance leases BMEREE T EWFEIE

Minimum lease payment

Present value of minimum
lease payment

REHRENR REHENRRE
2017 2016 2017 2016
—Z—+F —ERF —E—tF ZT—RF
HK$'000 HK$'000 HK$’'000 HK$'000
FExT FAL FEx FHT
Within one year 1,898,555 123,258 1,837,309 31,873
In more than one year DRE
but not more than two years 248,375 1,755,021 240,310 1,673,886
In more than two years DPRAF
but not more than five years 57 201,870 56 195,559
2,146,987 2,080,149 2,077,675 1,901,318
Unearned finance income RERERERE U A (69,312) (178,831) N/A 38 A N/A i
Present value of
minimum lease payment SEEENFEE 2,077,675 1,901,318 2,077,675 1,901,318




Notes to the Financial Statements

871 5 ¥ 2 Bid 5E

For the year ended 31 December 2017 HE-T—tF+-A=+—HIFE

22.

23.

FINANCE LEASE RECEIVABLES (Continued)
Amount receivable under finance leases (Continued)

The interest rate inherent in the leases was fixed at the contract
date for the entire lease term. The interest rates of the above
finance leases range from 4.37% to 9.40% per annum (2016:
4.81% t0 9.40%).

Finance lease receivable balances are secured over the equipment
held by the lessee. The Group is not permitted to sell or repledge
the collateral in the absence of default by the leasee.

The finance lease receivables as at 31 December 2017 and 31
December 2016 are neither past due nor impaired.

The terms of finance leases entered into ranged from 2 to 5 years.

LOAN RECEIVABLES

The Group’s loan receivables arose from the money lending business
during the year.

Loan receivables bear interest at rates, and with credit periods,
mutually agreed between the contracting parties. Loan receivables
are secured by personal guarantees by the debtors/certain
individuals. Overdue balances are reviewed regularly and handled
closely by senior management.

22.

23.

BTG
BMEHSETREREES)

EEAHAZRERENERENELHBEHE B
ZKF o LB ERENFFNENT437% =
9.40% (=T —7"%F : 4.81% £9.40%) °

BEHERUFBERERAEATE Z&ME
TEHIER - REBEABALBZLONBERLT -
NMEHEXFEREMEBERS -

RZE—+FF+_A=+—BRZZE—XRF
T-A=t—RZREHEREFRY B
SRE °

I BEBEMEE TN F2E5F o
FAREE 2 BREFREBRREET -

FEUE SR 2 B & A5 B HATO R RT 40 & 77 Rl 3
5E o RIREFUABBA B FERALZEA
BREER - SRERABERRILZ IR

As at 31 December

W+=A=+—H
2017 2016
—E—+F —T—RF
HK$'000 HK$'000
THET TAT
Loan receivables P E R 2,080 3,300
Less: provision for impairment loss B REETE RS (1,000) =
1,080 3,300
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23. LOAN RECEIVABLES (Continued) 23. EWER@E
The loan receivables at the end of the reporting period are analysed REFEEAR » EINE IR ERGHIBREAS 43
by the remaining period to contractual maturity date as follows: HRZ2MMT ¢
As at 31 December
Wt+=A=+—-H
2017 2016
=B o : 3 —E—RF
HK$'000 HK$'000
THER THET
Repayable: BE :
Within 3 months =@EAA 1,080 3,300
3 months to 1 year =EAE—F — —
1,080 3,300
The aged analysis of the loan receivables that are not individually 7 A A 1) Sk FE R 45 47 A Rk (B A FE U B 3R 2 BR iR
nor collectively considered to be impaired is as follows: DT
As at 31 December
R+=ZA=+—H
2017 2016
—E—tF —T—RE
HK$'000 HK$'000
T TAT
Neither past due nor impaired REEI R ARE 80 900
1 to 3 months past due BE—E={EA — 2,400
Over 3 months to 1 year past due BHBBR=EAZE—FEKXRE
but not impaired 300 —
Over 1 year past due but not impaired BB —FERE 700 —
1,080 3,300

The interest rate was fixed at the contract date. The average interest
rate was at 1% to 2.5% per month as at 31 December 2017 (2016:
1% to 2.5% per month).

Loan receivables that were neither past due nor impaired relate to
certain debtors for whom there was no recent history of default.

Loan receivables that were past due but not impaired relate to
an independent debtor. The directors of the Company are of the
opinion that no provision for impairment is necessary as the balance
is considered fully recoverable. Up to date of this report, amount of
HK$172,000 were subsequently settled.

ERAERNEFTAHNERZEE RN —+
E+-A=+—80 FHFANRNF1% =
25% (ZF—RF BAFEI% E2.5%) °

3 48 380 B X (B 2 FE B R B T I SR 4 R AT
B EBETEBABR -

BEERREZEBRERE— BB ESAST
o ARARRESBLEHEATTZEKE
WREBBEEHRERE BEEAFREEHE
172,000/ T E RBERELT -
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24. PREPAYMENTS, DEPOSITS AND OTHER RECEIVABLES 24. FRfTRRIA - REREhEWKRIA
As at 31 December
R+=A=+—H
2017 2016
—E—+F TR
HK$'000 HK$'000
FTER FET
Prepayments AN RIE 6,062 7,466
Trade deposit B oS 4,774 7,444
Deposits and other receivables BE R E A EUFRIE 70,879 53,943
81,715 68,853
Less: Impairment losses B REER (6,000) (6,000)
75,715 62,853
Other receivables were neither past due nor impaired and related to R 480 B % 45 R (8 o L i R Y 3R T B HR A R 4
receivables which had no recent history of default. REDER 2 FEWRIEA R -
25. BANK BALANCES AND CASH 25. RITHBBRKNIRE
As at 31 December
R+=—A=+—H
2017 2016
—E—+F —T—REF
HK$'000 HK$'000
FTER FAT
Bank balances — trust accounts (note) RITEEER — (EFEERP (i EE) 5,759 5,206
Bank balances and cash — general accounts RITEARIRE — —REP 36,490 63,347
42,249 68,553
Note: The Group receives and holds money deposited by clients in the MizE  AREEETZEEEZDRKRTHEERFF

course of the conduct of the regulated activities. These clients money
are maintained in one or more trust bank accounts and bear interest
at commercial rates. The Group has recognised the corresponding
accounts payable to respective clients. (note 33)

As at 31 December 2017, the Group's bank balances and cash
- general accounts amounted to approximately HK$36.5 million
(2016: HK$63.3 million), approximately HK$21.3 million was
denominated in RMB. Also, approximately HK$14.1 million,
about 38.8% (2016: 18.0%) were bank balances deposited
with credit worthy banks of high credit ratings in Hong Kong,
and approximately HK$14.0 million (2016: HK$10.4 million) was
denominated in Hong Kong dollars. Included in bank balances
and cash - general accounts, is a pledged deposit of approximately
HK$4.0 million to secure a general banking facility (note 32).

BREIFIR o ZETPHFHAR —EZEE7
RITEPRELIZAENERE L - AEEDHE
RENB TP AR (HIE33) o

R-BE—+FE+-A=1+—H  &A&EBZRT
HEHREIEE - —RIEF4536,500,0008 (=
T — X4 : 63,300,000/ 7T) © 421,300,000/
TEAANREEGHE © Bb4h + £914,100,0007% 7T (B]
#4938.8% (ZE—734F : 18.0%)) BIFHAES
AESEEFRBEERITFITZHRITES
i1 4914,000,000%8 7T (= Z—7<4F : 10,400,000
BIC) BB TTEHE © SRITHEHB RIS - —RE
F 82 K77 544,000,000/ 7T © E{EA—
RRERTRRE MR (PIRE32) ©
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26. SHARE CAPITAL 26. BRIK
Company
¥ /N
Number of Nominal
shares values
RPEE HE
Notes in ‘000 HK$'000
BiE T FTExT
Authorised: EE
As at 1 January 2016, 31 December 2016, RZZE—RF-HA—H8"
1 January 2017 and 31 December 2017 —Z—REt+t-A=t—8"
—2—+F—-H-Bk
—ZT—+F+ZA=1+—H
Ordinary shares of HK$0.001 each FRMEE0.001H T2 E@R 200,000,000 200,000
Issued and fully paid: ERITRAR :
As at 1 January 2016 R-T—XRF—HF—H
Ordinary shares of HK$0.001 each FAREI(EO.001 7T 2 L@k 1,225,094 1,225
Issue of shares under general mandate RIE—RFERTRG a 395,000 395
As at 31 December 2016 RZE—RE+-_A=1+—H
and 1 January 2017 ;r—ZE—+F—F—H
Ordinary shares of HK$0.001 each FARTE(E0.001 7T 2 L@k 1,620,094 1,620
Issue of shares under general mandate B—RIFRER1TIRD b 320,000 320
Issue of consideration shares BITRERSD C 100,000 100

As at 31 December 2017 RZE—tF+=A=+—H 2,040,094 2,040
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26.

SHARE CAPITAL (Continued)

Notes:

(a)

(b)

On 14 March 2016, the Company entered into a General Mandate
("GM") placing agreement with a placing agent whereby the
Company conditionally agreed to place through the placing agent, on
a best endeavour basis, up to 245,000,000 Placing Shares, to not less
than six placees at a price of HK$0.119 per GM placing share. On 31
March 2016, the Company entered into a supplemental agreement
with the placing agent to reduce the number of placing shares to
125,000,000. On 8 April 2016, 125,000,000 new shares were placed.
The net proceeds of approximately HK$14.3 million would be used
for the capital injections into Heng He and the remaining for general
working capital.

And on 8 June 2016, the Company entered into another GM
placing agreement with a placing agent whereby the Company
conditionally agreed to place through the placing agent, on a best
endeavour basis, up to 270,000,000 Placing shares, to not less than
six placees at a price of HK$0.092 per GM placing share. On 24 June
2016, 270,000,000 new shares were placed. The net proceeds of
approximately HK$24.3 million would be used for capital injection
into Heng He and the remaining for general working capital.

On 19 June 2017, the Company entered into a GM placing agreement
with a placing agent whereby the Company conditionally agreed to
place through the placing agent, on a best endeavour basis, up to
320,000,000 placing shares, to not less than six placees at a price
of HK$0.081 per GM placing share. On 20 July 2017, 320,000,000
new shares were placed. The net proceeds of approximately HK$25.4
million would be used for partial repayment of promissory note,
expansion of the securities business, and general working capital.

On 7 February 2017, Merdeka Financial Services Limited, an indirect
wholly-owned subsidiary of the Company, entered into a sale and
purchase agreement for the acquisition of 51% issued share capital
of Heng Asset Management Limited at a consideration of HK$10
million which should be satisfied by the allotment and issuance of
100,000,000 ordinary shares of the Company under specific mandate
approved by the shareholders at the extraordinary general meeting
of the Company. The shares were allotted and issued on 10 August
2017 upon the completion of the acquisition.

26.

RN
fi

(a)

(b)

(@)

A

(%)

RZZF—A"F=A+HEA ' AAREEERE
Rl — e ([ — M DERE e - &t
AR R B G R Z R R & IR RIS RATEE
FERLE &% 245,000,000 B & D F 4
RABERA - BRASR—REEEERHD
0.1198T - R—E—A"E=ZA=+—H ' K
ARIMAREREITHRGE - UWRDERER
5% B £125,000,0000% - R =Z— N4 A
J\H +125,000,0008%37 110 B ERE - FTiER
T 584)14,300,0008 TS AIEXFEET - 84
HAIRE—REEES -

RZZE—ARFANANB ' AAREEERE
VS —E—MERREEHE Bt AR
Al &1 R B B R AL & R B IR IB AR AT A

AR &5 %270,000,0008% F2 & B 15 F 4
RABARA  BRASR —REEEER
190.0928 7T - RZT—R"FAA=+TA -
270,000,000f%#T i n B ERLE © PT1S KIS
¥E4924,300,000%8 TS AIEEEE - #7588
AfE—mREEEe -

RZZT—+&XATHIA  ARREREER
B —RERREEHE - N2RE B KM
WEEAARERIBRBEMERE  BBE
£%320,000,0008% Bc & A& 1D F DR /< B
BEA @ BRABR —MREERER?’H0.081%
7T e R=ZF—+%F+H=+H »320,000,0008%
FARDERRE - FT1S 3RIRFEE4Y25,400,0007%%
TASAESS EEERLER  BEEFEBEMU
k—EBEED -

R=F—+F_FtH ARRREEEZENB
‘A7) Merdeka Financial Services Limited 5132 &
BipE  WHEEEBERRARFS1% DT
fEA - R{B/510,000,000/8 7T © HiZA QR
FRRFRIA S F AR R At R B IR A i 3 R 31T
100,000,000/% E @A R 5 B ° ZERD
ERKEEKEFE-—T—+tFN\A+HEZER
BT o
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27.

RESERVES

Nature and purpose of the reserves

(i)

(ii)

(iii)

(iv)

(v)

(vi)

Share premium

Under the Companies Law of the Cayman Islands, the share
premium account is distributable to the shareholders of the
Company, provided that immediately following the date
on which the dividend is proposed to be distributed, the
Company will be in a position to pay off its debts as and
when they fall due in the ordinary course of business.

Contributed surplus

The Company’s contributed surplus represents the excess of
the fair value of the shares of a subsidiary acquired in prior
years, over the nominal value of the Company’s shares issued
in exchange thereof.

Equity component of convertible bonds

The value of unexercised equity component of convertible
bonds issued by the Company recognised in accordance with
the accounting policy adopted for convertible bonds.

Share option reserve

The share option reserve comprises the fair value of share
options granted which are yet to be exercised, The amount
will either be transferred to the share premium account when
the related options are exercised, or be transferred to retained
profits should the related options expire or be forfeited.

Capital reduction reserve

Capital reduction reserve is the credit arising from the capital
reduction.

Exchange fluctuation reserve

The exchange fluctuation reserve comprises all foreign
exchange differences arising from the translation of the
financial statements of the overseas subsidiaries.

Distributability of reserves

The aggregate amount of reserves available for the distribution
to owners of the Company calculated in accordance with the
Companies Law of the Cayman Islands was approximately
HK$37,288,000 as at 31 December 2017 (2016: HK$1,665,000).

27.

fEf

fEEEERE N

(i)

(ii)

(iii)

(iv)

(v)

(vi)

BRGwE

RERASHESAEE  WRBEBEEHDIK
REE A% - AQRIRESEN B EERR
BHEHNER - BIRDRERT 2K T
ARATRRE o

HAZ

KRB ABRBIEREFUREBH— M
BARMBMN AFEE - B AEREM
BITNARAIRMNEENER °

AR (& 5 i an aB 70

RABFTEITARBRES 2 RITHEERER
7 Z BEIREERE AR Z EFERT K
T DARERR

EIEIEIR A

BEBRERBRESREMARITEZ
BEBREZ ATEE - ZBEERNEH
BB TRRSERERMEER
A G BB 5T R AR B i S R R By
HESREEN o

KA BB #RE
B AN BB R e AR AR AN B RS A YRR

EXRB#E

PE 3L B B R R R BN & A R &
BREELEZMAENEH

A DR

W=

E—+F+-_H=1+—H REFSHS

RNEETE - AESIRFARBIBEREEAZ
AR 4 /537,288,000 T ( —ZF — /N4 ¢
1,665,000/87T) °
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28. DEFERRED TAX LIABILITIES

29.

28. REMIBEE

2017 2016

—E—+HF —E—RF

HK$'000 HK$'000

FTHER THT

As at 1 January »n—A—H 463 —

Acquisition of a subsidiary (note 39) B8 — P B A A (BT E39) 478 463

As at 31 December Wt+=—A=+—H 941 463

CONVERTIBLE BONDS oAz ES

(1) 2008 CB (1) =ZEN\FABRRES

On 12 August 2008, the Company issued a Convertible
Bonds as part of the consideration for the acquisition of
forest concessions in Papua, Indonesia (“2008 CB").

Subject to the restrictions specified below (Conversion
Restriction), the 2008 CB are convertible at the option of the
bondholders into ordinary shares in the Company at the initial
conversion price of HK$0.1 per share (subject to adjustments
as provided in the terms and conditions of the 2008 CB)
at any time from the date of issue and ending on the fifth
business day before the third anniversary of the date of issue:

o The bondholders do not have the right to convert
any principal amount of the Convertible Bonds into
new shares of the Company thereof, if upon such
conversion, MCL and the parties acting in concert
with it will be interested in 30% (or such amount as
may from time to time be specified in the Codes on
Takeovers and Mergers and Share Repurchases as being
the level for triggering a mandatory general offer)
or more of the enlarged issued share capital of the
Company at the date of relevant conversion;

o The conversion of the Convertible Bonds shall not
cause the Company to be in breach of the minimum
public float requirement as stipulated under Rule 11.23
of the GEM Listing Rules; and

o The bondholders do not have the right to convert
any Convertible Bonds with the principal amount
falling between the range of HK$350,000,000 to
HK$776,880,000 at any time during the period from
the issue date up to and inclusive of the date that falls
on the first anniversary of the issue date.

The 2008 CB are unsecured, interest-free and have a maturity
date of 12 August 2011. Unless converted into the Shares of
the Company, the outstanding balance of the 2008 CB would
be redeemed in full on maturity.

RZZZNFNA+ZH  RAARETH
BIRES - (ERWKBBENE B T E MR
ARz RE( T NFABRERIE
751)

BHEFAAMREE  RBETAHEHETA
Him=BE SR EEXA FHEA -
BER IR SR E R0 VBT (AT RIE—
T N\FARE S Z RR AR FTRT
EMRHE) G T N\FrBRESR LR
RARRAE B MR T PR H (38
PR ) :

. A%  -MCL R EE —HITH
ATRIEE N B A AR A A
H R EEAE BHITRA30% (3%
NEREE - A0 R EERSFRIA
BETNBFHE E A A T o ) 1 2 E UK
BAKFEZHR B DL )3 L
@ AIESF A AEERE REE
MAEBEz RRESFLBEER
RIS

o HAMAMRESTNSERANRIE
REIZER ETARRIE11.2316 T RS
HAZHEARFHRERTE + &

s  EFRBAZARBREZFAZEN
350,000,000/ JLE776,880,000
BT ZEE - NETRMERTH
Wp—BFzA(RFERMA)LE
FA A (T e By PRI AR A S R ©

TR N\FABRESAEER 28K
REZZE——FNATZBEH - BRIEAR
ARk - BRI TR N\FARRE
Fr iR AR R EREE A N B B R R [ -
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29.

—tFEt A=t BLFE

CONVERTIBLE BONDS (Continued)

(1

2008 CB (Continued)

By the first supplemental deed dated 30 May 2011, the
maturity date of the 2008 CB was extended for 3 years and
the conversion period will accordingly be extended from
12 August 2011 to 12 August 2014 (new maturity date).
Upon becoming effective of the first supplemental deed, the
Company may at any time during the period commencing
from the date of extension to the new maturity date to
redeem the whole or part of the outstanding 2008 CB at
par on a pro rata basis. Also, the Conversion Restriction was
removed. Apart from the extension of the maturity date,
the conversion period, the early redemption right and the
removal of the Conversion Restriction, all terms of the 2008
CB remain unchanged.

By the second supplemental deed dated 9 July 2014, the
maturity date of the 2008 CB was extended for 3 years and
the conversion period will accordingly be extended from 12
August 2014 to 12 August 2017 (new maturity date). Upon
becoming effective of the second supplemental deed, the
Company may at any time during the period commencing
from the date of extension to the new maturity date to
redeem the whole or part of the outstanding 2008 CB on a
pro rata basis.

Upon effective of the second supplemental deed, the
2008 CB was valued by the directors of the Company with
reference to a valuation report issued by Roma Appraisal
Limited, an independent qualified valuer not connected to
the Group. Gain on extinguishment of convertible bonds of
approximately HK$39,480,000 was recognised in the profit or
loss for the year ended 31 December 2014.

By the third supplemental deed dated 20 January 2017, the
maturity date of the 2008 CB was extended for 3 years and
the conversion period will accordingly be extended from 12
August 2017 to 12 August 2020 (new maturity date). Upon
becoming effective of the third supplemental deed, the
Company may at any time during the period commencing
from the date of extension to the new maturity date to
redeem the whole or part of the outstanding 2008 CB on a
pro rata basis. Also, the conversion price and the adjustment
events to the conversion price had been changed.

29. OIBpRESE @)

1

—EEN\FURRESE)

HIVAPA—T——FHA=1TRHZE
—IERRE  —TTN\FARRESFZ
AHARER=F MR RRHHE—
E—FN\A+-BERE_ZT—NFEN
AT=BGREIHIR) - RE—DHERE
R - AAR A RERELR HEEHE
Hi H AR 2 (AT R ] &E{Eiﬁttﬁﬂ el
2MHFA AR —TT N\ FAHEE
7 o BN BRI SIE o FRIERDIH
B N AJHRAH - 1R 08 4 K 55 L IRER
BSN - =TT \FRBRBES R 2P
HERF B o

EIVHHA—T—NFLANAZES
T RE  — 2T N\FrakES 25
HRER=F MRz JRRHAR=F
—mFENA+Z ELEI_Q —tF\A
+=—BGREIHR) - REZXMAZELE
Mg - AR 7—Jﬁﬁkn§ﬁ_ﬁAEﬁ_i%ﬁﬂLﬂﬂ
EI%@FEJZT_IET—JETFEJ 1% £ 151 FE [2] 2= ZB =X 2B
DARAMZ Z T N\FrJBRES

B_MARRELERE  ARAEELE
HRAEE E N EERERIE A ER L EME
SHEBERARTE 2 GHERS  H=F
T N\ F R EFEITHE o TR
&% 2 Uz54939,480,000/8 TENEE —
T-NF+-_A=+—HIEFEZIEZA
TR o

RERMA_FT—tF—A-THNE=
NHRARE - —TEN\FrHRRESND
HELER=F " MmMARMHEEE —F
—tFENATZBERE=ZZ-ZFN\A
TZHGREIEIR) - RE=NFARIELE
Mg ARFEFENIERBHREHRZ AN
EAT B 2 L )8 B 2 BB s B 0 i AR AR )
—ET\FAgkEs - BE 0 KBRER
SREERESHEEE -
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29. CONVERTIBLE BONDS (Continued) 29. OlRRES )
(1) 2008 CB (Continued) (1) Z=TENFUBEREZSFE)
Upon effective of the third supplemental deed, the 2008 CB RE=ZMHFTZBRERE - —TTN\F0]
was valued by the directors of the Company with reference B ESAAA R EEKEREREAER
to a valuation report issued by International Valuation ERENE A B R HEMBER G ER
Limited, an independent qualified valuer not connected with NEBMEHEREFEE o FHIHRHRR
the Group. Gain on extinguishment of convertible bond of BEH IR 431,162,000 TERBEZ
approximately HK$31,162,000 was recognized in the profit E—tF+ A=+ —HIEFERBRE
or loss for the year ended 31 December 2017. R e
The outstanding principal amount of the 2008 CB as R-E—+tF+-_A=+—8 =%
at 31 December 2017 was HK$124,068,000 (2016: ZENFABHBRES AL BAE R
HK$124,068,000) conferring rights to convert into a total of 124,068,000 0 (=ZF —/KNF
1,305,978,947 ordinary shares (2016: 335,681,818). 124,068,000/ 7T ) + MifHER|A] K iR A
£3£1,305,978,947R L @R (=T — X
4 :335,681,818/%) °
The 2008 CB contain two components, the liability and equity —EEN\FR B ESFEIEE EMENMR
components. The equity component is presented in equity as AR B - RS IO AT AT ES 2
an “Equity component of convertible bonds”. w25 -
The effective interest rate of the liability component is as B DR BERRFERMNT
follow:
Third Second First
Supplemental  Supplemental Supplemental
deed deed deed
E= £ E)
HREREE WREE R R
Effective interest rate BEAIR 10.11% 14.13% 11.66%
The movement of the liability component of the convertible FARRRESBER Y 2S5 0
bonds for the year was set out below: T &
2017 2016
—E—tF —T—RE
HK$'000 HK$'000
TExT FHET
As at 1 January nN—BA—8 114,400 100,205
Extinguishment of financial liability charged to
profit or loss FEERAET AER (31,162) =
Interest charged FMEER 12,702 14,195
As at 31 December R+=-—A=+—H 95,940 114,400
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29. CONVERTIBLE BONDS (Continued)

(2

2015 CB

On 21 April 2015, the Company issued the convertible bonds
(2015 CB) as part of the consideration for the acquisition of
Blossom Height Ventures Limited and its subsidiaries.

The outstanding principal amount of the 2015 CB as at 31
December 2017 was HK$40,000,000 (2016: HK$40,000,000)
conferring rights to convert into a total of 173,913,043
ordinary shares of the Company (2016: 173,913,043).

The 2015 CB are convertible at the option of the bondholders
into ordinary shares in the Company at the initial conversion
price of HK$0.32 per share (subject to adjustment as provided
in the terms and conditions of the 2015 CB) at any time from
the date of issue and ending on the fifth business day before
the third anniversary of the date of issue.

As a result of open offer of shares on 10 August 2015, the
conversion price of 2015 CB have been adjusted to HK$0.23.

The 2015 CB are unsecured, interest-free and have a maturity
date fall on the third anniversary from the date of issue.

At the maturity date, any outstanding principal amount of the
2015 CB will be compulsorily converted into ordinary shares
at HK$0.23 per share. The compulsorily conversion feature of
the 2015 CB is, in substance, a prepaid forward purchase of
the fixed number of shares of the Company. Accordingly, at
the date of initial recognition, the fair value of the 2015 CB
was wholly recognised as equity and will not be remeasured
subsequently.

29. OIBpRESE @)

(2

—E-AFUBRRES

RZZT—HFMA=+—H ' NATIET
AHBRES(ZT—AFAERES) © 1E
A UHE Blossom Height Ventures Limited
REMB AR ZEDRE -

RZE—+tF+ZA=+—H: =
T—RFABRBREEFNALBEANSE
%8 /40,000,0008 L( =& — /R F -
40,000,000/ 7T) -+ MEASHERIP] K0 A
4£4£173,913,043 AR A LR (==
— N4 1 173,913,0430%) ©

REFFHAAMRERE  RBETAMEHETA
Him=BFEZAERES%A FHRA -
BERF IR 1) S BB B AX0.32)8 T (A 1R
—F-RFABRESR 2 R R ARIEFTET
RAEMBE) G — T - AFARRESRL
BERREIEBK -

HRE_ZT-AF\ATHERHREER
3 M- B - RFARREFNRRED
EFHEE0.23ETT -

—TRFABRESAEER 28Rk
REZBTRHR=BFEBZH -

REIEA - E —E—AFABRRESFZ
RABASERRHIRETI0.238TH R
REBER - ABME - —T-RFARK
B REL RS RN ERB AR E
2B 2 ARARA - Bt - RYITHERA
B —T-AFABRREFZATEEE
BHHERLELD  RRETEENE
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30.

PROMISSORY NOTES

On 4 April 2014, The Company issued a promissory note with
principal amounts of HK$51.0 million (2014 PN) as a partial
consideration for the acquisition of Ever Hero Group. The 2014 PN
bears interest at 2% per annum and is due on the date falling on
the last day of the 36th month from the date of issue of the 2014
PN (the “2014 PN Maturity Date”). The maturity date is 4 April
2017. The Company has the right to repay in full or in part of the
principal amount of the 2014 PN prior to the 2014 PN Maturity
Date at par.

On 21 April 2015, The Company issued a promissory note
with principal value of HK$32.0 million (2015 PN) as a partial
consideration for the acquisition of Blossom Height Ventures
Limited, and its subsidiaries (the “Blossom Group”). The 2015 PN
carries no interest and is fall due on the last day of the 42th month
from the date of issue of the 2015 PN (the “2015 PN Maturity
Date”). The maturity date is 21 April 2018. The Company has the
right to repay in whole or in part prior to the 2015 PN Maturity
Date at par.

The movement of the promissory notes was as follows:

30.

RRRIR

R-ZE—MEMAMNE » KRBT ALEL
51,000,000 7T 2 &R EHR(ZE—MEA LR
1#) - {ERWEEver Hero =@ 2 HHRE - =
TN FEARBEFFERLE2%  HR=_ZF—N
FAHEFRABRTEHEE=1T AR ZRE
—A([ZE—WFALZEREEA )R - 5
HEA-—ZT—+tFMAMAE - AARHEENR -
T — A E R EH A 2 pTIRE(E 2 2 ek Eh
DEE_T—NFAHZIEIAE o

RZZE—AFMNA=-+—H  ARRETEAE
32,000,000/ 7T 2 FH EHR(ZT—AF&K
HEZEE) - AU EE Blossom Height Ventures
Limited & H KB A 7] ([Blossom &£ & |) Z 5
RE - ZE—AFEARLBETAFE R
T -AFAREEERTABREN A
Z2uE—B(ZZE—RAFEALZEIHA I
e BPHAA—T—N\EFEOMA-+—H - AR
AAEER T —AFALZRIEE ZATRE
EEEEDHBHIASD -

RERLZBEHNT

2017 2016
Sl of -3 —ERF
HK$'000 HK$'000
TR FHT
As at 1 January n—A—H 50,402 47,627
Coupon interest charged SEMNEER 123 472
Imputed interest charged HEFEER 3,839 4,810
Repayment B — (2,507)
Decrease in value BERD (106) —
Transfer to other payable upon maturity B BRRSF 88 2 Ho A B (S 5008 (26,636) —
As at 31 December W+=-—RA=+—H 27,622 50,402

(i) The fair value of the 2014 PN was approximately HK$44.1
million as at the issue date, calculated at the effective interest
rate of 7.04% per annum. The promissory note was carried
at amortised cost until settlement on due date.

On 1 September 2014, the Company early repaid HK$2.4
million. As a result, the total principal amount of outstanding
2014 PN was HK$48.6 million as at 31 December 2014.

On 19 March 2015 and 20 April 2015, the Company early
repaid each of HK$10.0 million of the 2014 PN at cash
consideration respectively. As a result, the total principal
amount of outstanding 2014 PN was HK$28.6 million.

)y =T FAHRZERBETAHZAF
BEANBEFEMNRT 04%E 85
44,100,000/8 7T ° 72 4, Z IR S5 R AN
B BEERNFHBEBAL -

R-Z—MNEAR—B  AARIRFEE
2,400,000/ 7T * ABRA —Z—FE+—
A=+—8 ' —Z—F&ETEBRITE
R4 4858 548,600,00078 7T ©

RZE—RAF=A+NBER-_T—AFN
AZ+8  ARRSRIURESREEERE
T — PO & H Z 4 %10,000,00078 LI
B MR TEZ = —HEALEE
R4 4858 528,600,000 7T °
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30. PROMISSORY NOTES (Continued)

(ii)

The principal amount of the 2014 PN is subject to a
downward adjustment on the due day in the event that the
audited profit before taxation and before extraordinary items
of Netgenii Technology Limited (the subsidiary of Ever Hero
Group) for each of the years ended 31 December 2013 and
31 December 2014 is not attained, on a dollar-to-dollar basis.

The 2014 PN matured and was transferred to other payable
during the year ended 31 December 2017.

As at 31 December 2017 and 2016, the carrying amount of
the 2014 PN was approximately HK$ nil and HK$26.2 million
respectively.

The fair value of the 2015 PN was approximately HK$21.4
million as at the issue date by using the discounted cash flow
approach at prevailing market rate of approximately 13.53%
per annum.

The principal amount of the 2015 PN is subject to downward
adjustment in the event that the audited consolidated net
profit after taxation and any extraordinary and exceptional
items of the Blossom Group is less than HK$10.0 million for
each of the three years ending 31 December 2015, 2016 and
2017, the 2015 PN shall be reduced on a dollar to dollar basis
by the amount of shortfall of the profit guarantee for the
relevant year and cannot be carried forward to subsequent
year. Blossom Group has met the profit guarantee for the
year ended 31 December 2015 and 2016.

On 31 December 2016, the Company partially repaid the
outstanding principal approximately HK$3.0 million at cash.

As at 31 December 2017 and 2016, the carrying amount
of the 2015 PN was approximately HK$27.7 million and
HK$24.2 million respectively.

30.

G HE )

(ii)

Wi EBEETE - %@ﬂ&ﬁﬂﬂﬁ
(Ever Hero R B Z B A=) TREREE
—E—=F+-A=1— E&_? Ui
+Z A=+ HIEFESFEIEEZR
MM FEIEE DA - A =T —
HREBEASEREIEE T -

REBE-_ZT—tF+_HA=+—HILF
B —E-MEAAREBECHMAEEH
i FE T RIA

Rt FER T RF+_A=1+—
B —Z—MFALEEERREIINA
T 7T 5226,200,00058 7T ©

—E - AFAREENEITAHRAMIR
RERBENRITHISFEFE413.53%
STE 2 N FEEXA21,400,00078 7T ©

fid Blossom & BREEZE—_ZF—HF -
—NER=ZF— t¢+_ﬂ_+ Ht_
EFE S FEELERE R R IEE T
KRk 2 T8 B 1% 47 2 510,000,0007%
T A ZE-—RAFEALEBRAEHTT
#H o - AFANERERREEREE
BOEEFERNREZTCE BB
RERFES iii} Blossom BEREZE
B RER-_T-—AF+_-_HF=+—H
iﬁfLimﬂﬁm

RZZT—R"E+-A=+—8 ' ARG
REEED MK RLIRAL 43,000,000
/%TE °

RZF—LFR=F
B —F-AFAAEBREEED
27,700,000 7T }224,200,000 7T ©

—R"EFE+-—A=1+—
pallkobs
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31.

OBLIGATIONS UNDER FINANCE LEASES 31.

RS ERIE

As at 31 December

R+=A=+—H
Present value of minimum lease
Minimum lease payments payments
REHERE BEAENERE
2017 2016 2017 2016
bl of -3 —ERF Sl o -3 —E—RF
HK$'000 HK$'000 HK$'000 HK$'000
FERx FAHT FERT FHIT
Amount payable et %8
Within one year —&FR 854 1,011 827 942
In the second to fifth years F_EENF(BEER
inclusive M) 202 1,056 199 1,026
1,056 2,067 1,026 1,968
Future finance charges REREER (30) (99) N/A i N/A TER
Present value of lease obligations ~ FREFIERE 1,026 1,968
Less: Amount due for settlement 35 :  +={EARZIH
within 12 months EEEER 827 942
Amount due for settlement after ~ +={E A 245 H 2 fEE
12 months BEE 199 1,026

The Group’s obligations under finance leases are secured by the

assets as disclosed in Note 14.

AEEZBRERERERM T4 REEEE

R -



Notes to the Financial Statements

87 5 ¥ 2 Bi 5E

For the year ended 31 December 2017 HEZZT—tF+-A=+—HIFE

32. BANK BORROWINGS 32. RTfER
As at 31 December
R+=A=+—H
2017 2016
—E—tF —ERF
Notes HK$'000 HK$'000
BiEE THET TAT
Fixed rate: BEEFE
Secured bank borrowings — repayable on demand ~ BIEIBIRITER — BEZRER a 206 206
Secured bank borrowings — due within one year BHEBRITER — R —FREIH b 1,752,349 3,830
1,752,555 4,036
Secured bank borrowings — due more than one year, BEMBITER — RN —F#
but not more than three years B=FAEIH b 72,060 1,691,649
1,824,615 1,695,685
Notes: MH5E
a The bank borrowings were secured by a personal guarantee given by a RITEFBERRE —HHBAR —BAIEES
a former director of a subsidiary of the Company. The interest rate of Feft 2 B A ERVEIRIR o ILIHIRITIERZ IS
this bank borrowing was charged at 0.88% flat per month. &5 A 20.88% AR ©
b Bank borrowings obtained in the PRC were secured by the b BITERAZZE-—ARFTZA=+—HEK

finance lease assets held by the leasee with the carrying value of
approximately RMB1,858.1 million (equivalent to approximately
HK$2,231.5 million), as at 31 December 2016 (2016: RMB1,858.1
million (equivalent to approximately HK$2,074,7 million)). The interest
rate of the bank loans were ranged from 3.8% to 5.7% per annum

(2016: 4.9% to 6.3% per annum).

Included therein, a general banking facility amounted to HK$7.0
million was secured by a deposit of HK$4.0 million. The facility
was utilised to the extent of approximately HK$4.9 million as at 31
December 2017 (31 December 2016: HK$3.8 million). This general
banking facility is subject to the fulfilment of covenants relating to
certain of the security coverage ratios, as are commonly found in
lending arrangements with financial institutions. If any of the security
coverage ratios shall at any time fall below the level required, the
Group shall provide additional security acceptable to the bank and/or
reduce the outstanding of the facilities designated by the bank. The
Group regularly monitors its compliance with these covenants.

HEX A AR 1,858,100,0007C (FHFERL
2,231,500,000 L) (=T — R F : AR
1,858,100,000 (#HZ/492,074,700,000/%
TNZEBAFMBFEREREEEFEERR -
BITERZFEFFNF3.8% E5.7% (=T
—~FE BFENT49% E6.3%) °

Hrh - —fRE1TEEE 7,000,000 7T ATFE K
4,000,000/ TEEAR - R=ZT—tF+=A
=+—H ' BEEAZEE 4,900,000 L(=
T—XRFE+-A=1+—8 : 3,800,00087T) °
Z—RIBTRE AR TIRABEELREH
ZEBRERERSEE - MUt RS RhgE
EH B R L HE RS o MEMEHESL
RAEAERERFTRENRTE - NEEARE
SR1T AT AN 2 BEOMEIR SR A SRITRTHE
ZHARBARERE - AEETFHREIEHBETZ
R ZIER -
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33. TRADE PAYABLES

An aged analysis of trade payables as at the end of reporting period

based on the invoice date, are as follows:

BRENTRIA

RBEIR - B5HREMNRIAREER B HOMKE
DT

As at 31 December

W+=A=+—-8
2017 2016
—E—tF —T—F
HK$'000 HK$'000
FTERT FAT
Trade payable from trading business B HEBE S IEMNFIE 1,082 373
Trade payable from information technology business BB EBNE S EMZFE 2,023 2,052
Trade payable from financial services business SRRBEBNE S ENTE 38,367 29,906
Amount payable arising from the business of dealing REBHEE EXREMNZE
in securities
— Cash clients —ReEP 5,986 6,120
— HKSCC — BBRE 225 1,974
47,683 40,425

An aged analysis of trade payables arising from business other than
dealing in securities as at the end of reporting period based on the

invoice date / contractual term, are as follows:

RBEHKR - RAEFEEMINXBENE SR
NRBREZEAHSHOBEREDTMAT

As at 31 December

Wt+=A=+—-H
2017 2016
—E—tF —ERF
HK$'000 HK$'000
FET FAT
Within 30 days 30HA 38,454 29,931
31 to 60 days 31260H 749 —
61 to 120 days 61£120H 2 4
Over 120 days 1208 £ 2,267 2,396

41,472 32,331
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34.

35.

OTHER PAYABLES AND ACCRUALS 34. HfthETTRIBRESRIA
As at 31 December
W+=—B=+—H
2017 2016
—E—tF —T—RF
HK$'000 HK$'000
FTHEx TAT
Other payables (note) H A e3R8 (M 3E) 82,070 56,518
Accruals FERT R 965 781
83,035 57,299
Note: AT
Other payables are non-interest-bearing and have an average term of three HtEMFIEARER - THHRA=EA -
months.
As at 31 December 2017, included in other payables an amount of R-ZE—+tF+-_A=+—H EMEMNFBERIERE
approximately HK$48,040,000 due to a non-controlling shareholder of a 7R BB R A B JE 2R AR AR 3R FRIA 4948,040,0007%
subsidiary of the Company. The amount is unsecured, interest-free and TL ° R RAEER RS NARERER -
repayable on demand.
SHARE OPTION SCHEME 35. [BEHBRRiESTEl

The Company operates a share option scheme for the purpose
of providing incentives and rewards to eligible participants for
their contribution to the Group. The share option scheme of the
Company was effective on 3 May 2012, when the annual general
meeting was held. Unless otherwise cancelled or amended, the
share option scheme will remain in force for a period of 10 years
from the date of its adoption. The Board may, at their discretion,
offer options to any full-time or part-time employee or director of
any member of the Group, and any consultant of or adviser to any
member of the Group (the “Participants”) to subscribe for shares of
the Company (the “Shares”).

The maximum number of Shares which may be issued upon the
exercise of all outstanding share options granted and yet to be
exercised under all share option scheme must not exceed 30% of
the Shares in issue from time to time.

AARHETTRCBEERE - EERHAKE
BERMEER2EERHBBMREF - AL
AEEBRESFINBRRBFAGRTER
“ER—FRAA=HER - BRIESITHEME
71 BRIESBRAES SN h E R B HE
SHI0OFHEABN - EFEARIBRAAKEK
BRARMEAZRIRBEIRES - ALK
SEEIKE ARIFERSFEAA(2EE])
RHEEERE - URBARTRD (KRG -

RATEREBEREAZSIBETHMEEREAR
RITEEBEBREERBRTERATETZR
DB HZ T EHBB TR 2 B 3TIRN30% °
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35.

SHARE OPTION SCHEME (Continued)

The maximum number of Shares available for issue under share
options which may be granted under the share option scheme
adopted by the Company must not in aggregate exceed 10% of the
Shares in issue. The maximum number of Shares issued and to be
issued upon exercise of the share options granted and to be granted
to each Participant (including both exercised and outstanding share
options) in any 12-month period up to the date of grant must not
exceed 1% of the Shares in issue at the date of grant. Any further
grant of share options in excess of the above limit must be subject
to shareholders’ approval with such Participant and his associates (as
defined in the GEM Listing Rules) abstaining from voting.

If share options are granted to a connected person (as defined in
the GEM Listing Rules) or his associates, the granting of such share
options will be subject to approval of all INEDs (excluding INED
who is a grantee); where options are proposed to be granted to a
connected person who is also a substantial shareholder or an INED
of the Company or any of their respective associates which will
result in the total number of Shares issued and to be issued upon
exercise of the share options granted or to be granted (including
share options exercised, cancelled and outstanding) to such person
under the share option scheme in the past 12-month period up to
and including the date of such grant: (1) exceeding 0.1% of the
total issued Shares for the time being; and (2) having an aggregate
value, based on the closing price of the Shares at the date of each
grant, in excess of HK$5,000,000, the granting of such options
will be subject to approval of the independent shareholders of the
Company. All connected persons will abstain from voting (except
any connected person that may vote against the resolution).

Upon acceptance of the share option offers, the grantee shall pay
HK$1 to the Company as consideration for each offer. The share
option will be offered for acceptance for a period of 28 days (or
such shorter period as the Board may from time to time determine)
from the date on which the share option is granted. The exercise
period of the share options granted is determinable by the directors
and commences after a certain vesting period, if any, as determined
by the directors and ends on a date which is not later than 10 years
from the date of the offer of the share options or the expiry date of
the share option scheme, if earlier.

35.

BrciEmRiEs 8w

RIEA D AR A B R BB IR AT 81 IR H A (B
SREAEMm A TRITHRMES e T 58
BEBITRMN10% - EEZER L A HIEFMR12
BAAHERETFEERTFRER FEULEERN
BEBRE(BREEITERRTENELER
H)MBEEITRETETHRDER a5
BERNEHELEREBHEEITRDNI% £
Al 1% H B 780 _E it PR BA R (B e BE I L B E S AR
RibE - mMAEBRLEEREBEA (TR AAE
R ETARA) T EREKLE -

AR E A+ (ER R AIZR AR R SR
ZARKEBRERE  AESE2RBBIUIFNT
EX(TERNTREARAZBILIFNITES )N
B o MRBEA L (MAAR R EERRE
MIFRITER)REER B BB AR L EFE
STEEE - eEBIREELEBIRETSREE
R BEAT(BiE%E) 128 A BEETEER
FTHEXTEBALHEEBRE(BERT
8 - B RAARITEMECBERE) MEET
R TRITNRNAR : ()BHERDHITR
DHEFE0.1% & Q) RIFRE B HR Ay (B
FTE - HAB{EFRE5,000,00087T ¢ Al R
BIEBIEMAEAR R BB R A « PAA
FEATUARERE  EEAREREIRZ
ERBEALIRIN -

REREEBIRER - ARABARRAXN
TETIEREENRE - BEBRESRED
HEEET 28 H iR (REF & TR EMNBRAE
HAFR) AT R AR - R 2 BEBIRE 2 1T M s
BERRE  URNETHESET HBHRHE (10
B&RRAN  ERETSRBRZBLERER
HEEr T F R BBBIER BIE M B (ARE
BEREIKLE -
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35.

SHARE OPTION SCHEME (Continued) 35. BRBRIES S
The subscription price of the share in respect of any particular share RIRE SR B IR AT 8 M A BB AR
option granted under the share option scheme shall be such price S MBRMOARBERESTSEEARAT 1§
as the Board in its absolute discretion shall determine, save that EEMBRTEATNERZ ZEEA%E ()
such price shall be the highest of: (i) the closing price of the Shares REELEBREZB(BWEREER) BT
as stated in the Stock Exchange daily quotation sheet on the date BREBRATFIRGEUHE : (i) BERLEE
of the grant of the share option, which must be a business day; EREZ B AEESXABIMET A RERFT
(i) the average of the closing prices of the Shares as stated in the Bl RE D B U T 5 DA K Giii) BR 1D 2 A ©
Stock Exchange’s daily quotation sheets on the five business days
immediately preceding the date of the grant of the share option;
and (iii) the nominal value of the Share.
Share options do not confer rights on the holders to dividends or to BB ER Ti5H AR S s IR
vote at shareholders’ meetings. SRERRER]
The following share options were outstanding under the share RERA - BEBRETEBE T ZRITEELE
option scheme during the year: MAEE AT
2017 2016
—E—tF —ERF
Weighted Weighted
average Number of average Number of
exercise price options exercise price options
INREF 19 BEBRE T B
TEE E L 7B 28
HKS$ per share ‘000 HK$ per share ‘000
(BR#ET) (FR) (B TT) (F&)
At beginning of the year REA] 0.153 233,390 0.153 233,404
Adjusted during the year FARRFEE
upon effective of open offer KRR 2 AR — — - -
Lapsed / issued during the year RERK/ FH - — 36 (14)
At end of the year RELR 0.153 233,390 0.153 233,390
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35.

SHARE OPTION SCHEME (Continued)

The exercise prices and exercise periods of the share options
outstanding and exercisable as at the end of the reporting period

are as follows:

—tFEt A=t —BLFE

35. BEERIESe)

RIS IAR - KT R AT B S IR 2 17
BERIEHENT

2017
—B—+tF
Number of options Exercise price* Exercise period
BrREREHE TEE* TR
‘000 HKS$ per share
T BRER
359 3.6 30 May 2012 to 29 May 2022
—E-CHRA=+HE=E=-=FHEA=+NAH
31 2.13 17 January 2013 to 16 January 2023
—E-=f—At+tBAE=ZE=-=F—-A+XH
233,000 0.147 19 August 2015 to 18 August 2025
—E-RFNATABE=ZE-HEENATNA
2016
—ERF
Number of options Exercise price* Exercise period
BRREIRESE 1B~ 11 A
‘000 HK$ per share
T BRETT
359 3.6 30 May 2012 to 29 May 2022
B C—FAA=tTREFE-__FHHA-TNE
31 2.13 17 January 2013 to 16 January 2023
2 =F—At++tHE-Z_=F—H+/,H
233,000 0.147 19 August 2015 to 18 August 2025
—hRENA+ILBE=ZE-_RF/\A+/\H
& The exercise price of the share options is subject to adjustment in case & @5‘6E%H%%EZfﬂifgﬁﬁﬁﬁiﬂﬁ"ﬁﬁﬁﬂﬁﬁﬁ$
of rights or bonus issues, or other changes in the Company’s share NEIRANE B EH R o
capital.

The share options were vested at the date of grant. No share option
has been granted during the year ended 31 December 2017 and 31
December 2016.

BEABRENELENRE BE2_F—tF
T-A=+—BR=ZF—"FE+=-A=+—H
FE - BER R EERE -
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36.

37.

OPERATING LEASE COMMITMENTS 36.

The Group leases certain of its office properties under operating
lease arrangements. Leases for properties are negotiated for terms
ranging from one to three years.

The Group had total future minimum lease payments under non-
cancellable operating leases falling due as follows:

REMORIE

AEERBEEHNZHBEEEETRAEY
X KERNMEEOFINF—E=F -

REEAE T FHEme N Al g L B0

RRFERE RN FIRBES

As at 31 December

Wt+=A=+-A
2017 2016
—E—+F —E—RF
HK$'000 HK$'000
THERT THET
Within one year —FR 1,673 2,742
In the second to fifth years, inclusive F_EFRF(BREEEME) 657 1,016
2,330 3,758
RELATED PARTY TRANSACTIONS 37. BEARS

Save as disclosed in elsewhere to the consolidated financial
statements, the Group have the following related party transactions.

BRGEV BRI EMBEAMEEEIN - A

BAEATHEBTRZS -

Year ended 31 December

BE+-A=t—-BHLFE

2017 2016

Sl o -3 —ERF

Name of related party Relationship Nature of transaction HK$'000 HK$'000

BBE AR B REME FTHERT FHET
Lai Yau Hong, Thomson Secretary of the Company Loan interest payable

HEhER ARAIE [ERERFIE 52 28

Loan payable
FERT &R 200 200

Note: The interest rate of the loan was 1% per month. In the opinion of the
directors, the transactions between the Group and the related party
were conducted in the ordinary course of business.

izt : ERFIERGA1% - EFRER - AEEHEEA
4772 R 5 ToH A BRI BIRPHETT
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37.

38.

RELATED PARTY TRANSACTIONS (Continued)

Compensation of key management personnel of the Group

37.

REARZ @)
FEMIEEEBAS 2T

Year ended 31 December

BE+-—A=t—HLEE

2017 2016

—E-tH —TRF

HK$'000 HK$'000

FHET FET

Short term employee benefits R HiEE =T 6,590 6,600
Post-employment benefits EREER 54 54
Equity-settled share option expense LA B BB SRR R 2 — =
Total compensation paid to key management personnel NFPEEEEAS 2 HEa%E 6,644 6,654

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The Group’s principal financial instruments comprise convertible
bonds, promissory notes, bank borrowings, cash and short-term
deposits. The main purpose of these financial instruments is to raise
finance for the Group’s operations. The Group has various other
financial assets and liabilities such as trade receivables and trade
payables, which arise directly from its operations.

It is, and has been throughout the year under review, the Group’s
policy that no trading in financial instruments shall be undertaken.

The main risks arising from the Group’s financial instruments are
foreign currency risk and liquidity risk. The Board reviews and agrees
policies for managing this risk and they are summarised below.

38.

M ERERBIRKRER

AEBEZI2SMTABEABRRES  &X
RiE - R|RITER  BeREHEK - ZE52®
TRAIZEAERAEEZZEEEEES - A%
EHEALREMERMEERAE  MEEKHAE
BEEL CEHRWFIARE HEMNTIR

AREBZWEARDBEEE2FENETINES
BMTARS -

AEESRTAMEEZ TZRRAINERR
ERBETRKR EFSRHLAEEEESH
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38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

Foreign currency risk

The Group has transactional currency exposures. Such exposures
arise from sales, purchases or expenditure by operating units in
currencies other than the units’ functional currencies. The following
table demonstrates the sensitivity at the end of the reporting period
to a reasonably possible change in the exchange rates of the HK
dollar (“HK$") and Renminbi (“RMB"), with all other variables held
constant, of the Group’s loss before tax (due to changes in the fair
value of monetary assets and liabilities).

38.

A RIREIZBIRRER (1)

S LB

AEFBSRZHERRR - ZFEARRE AL
BEMNDEEEUINEBELNEE M
X o TREABNET(ETDRARETA
R¥DEXRNA RS - EEMEBRIE T E
MIERT  BARKERREARNEVATER
(ERNEREERBBZATEERD)NEUR
BT °

Increase /

Increase/ (decrease) in
(decrease) in loss before tax and
exchange rate accumulated loss

ExtH/ BRBL AT IR R R et
(T&) R (hd)

% HK$'000
% THT
2017 ZE-tF
If HK$ weakens against RMB B TRAREEE 10 120
If HK$ strengthens against RMB BT AAREHE (10) (120)
2016 ZEB-XRF
If HK$ weakens against RMB A TEARKEEE 10 64
If HK$ strengthens against RMB AT A REAE (10) (64)
Liquidity risk MEE R

The Group's objective is to maintain a balance between continuity
of funding and flexibility through the use of convertible bonds and
promissory notes.

The table below summarises the maturity profile of the Group’s
financial liabilities based on contractual undiscounted payments.

REE 2 BHZRIED M A ARE S RoFGL
i GESHBEREREEE 2 HERTE -

TREARIBEA QIR AR 2 AR EH
BREZZIEER
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38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES  38. Bi¥EIREIRBEREER @)
(Continued)
Liquidity risk (Continued) REELER(E)
As at 31 December 2017 R-Z—tH+=-HA=+—H
Within More than Total
one yearor 1 year but less undiscounted Carrying
on demand than 5 years cash flows amount
—ERg SR—F REH
RER BLREF RERERE BREE
HK$’'000 HK$'000 HK$’000 HK$’'000
THET THET THET THET
Bank borrowings RITIER 1,847,897 75,612 1,923,509 1,824,615
Trade payables B 5 ENFIE 47,683 — 47,683 47,683
Finance lease obligation BB EAE 854 202 1,056 1,026
Other payables and accruals ~ E b~ 708 M fE 5+ 5008 83,035 — 83,035 83,035
Convertible bonds AR ES — 124,068 124,068 95,940
Promissory notes LB 28,894 — 28,894 27,622
2,008,363 199,882 2,208,245 2,079,921
As at 31 December 2016 RZE—R"F+=ZA=1+—H
Within More than Total
one year or 1 year but less undiscounted Carrying
on demand than 5 years cash flows amount
—HFR ER—% RELH
RER BIRAE Renesn BREE
HK$'000 HK$'000 HK$'000 HK$'000
TET FHET TET FET
Bank borrowings RITIER 4,036 1,837,659 1,841,695 1,695,685
Trade payables B 5 FENIR 40,425 — 40,425 40,425
Finance lease obligation BEMREAE 1,011 1,056 2,067 1,968
Other payables and accruals H it e I & JEET TR 57,299 — 57,299 57,299
Convertible bonds AR ES 124,068 = 124,068 114,400
Promissory notes AHE 26,636 29,000 55,636 50,402
253,475 1,867,715 2,121,190 1,960,179
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—tFEt A=t BLFE

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

Interest rate risk

The Group does not have material exposure to interest rate risk, as
the Group has no financial assets and liabilities of material amounts
with floating interest rate.

Management will continue to review the market trend, as well as
its business operation needs and its financial position in order to
identify the most effective tools for the Group’s interest rate risk
management.

Credit risk

The Group’s credit risk is primarily attributable to trade, finance
lease, loan and other receivables. Management has monitored the
exposures on an ongoing basis.

The Group had certain concentration of credit risk as 59%
(2016:60%) and 96% (2016:94%) at the total finance lease
receivables were due from the largest lessee and the five largest
lessees, respectively.

The maximum exposure to credit risk is represented by the carrying
amount of each financial asset in the consolidated statement
of financial position after deducting any impairment allowance.
The Group does not provide any other guarantees which would
exposure the Group to the credit risk.

Fair value estimation

The fair values of current financial assets and liabilities are not
materially different from their carrying amounts because of the
immediate or short-term maturity.

The Group’s financial instruments carried at fair value represent the
Group's other financial assets. The following provides on analysis
of financial instruments that are measured subsequent to initial
recognition at fair value, grouped into Level 1 to 3 based on the
degree which the fair value is observable.

—  Level 1 fair value measurements are those derived from
quoted prices (unadjusted) in active market for identical
assets or liabilities.

—  Level 2 fair value measurements are those derived from
inputs other than quoted prices included within Level 1 that
are observable for the asset or liability, either directly (i.e. as
prices) or indirectly (i.e. derived from prices).

—  Level 3 fair value measurements are those derived from
valuation techniques that include inputs for the asset or
liability that are not based on observable market data
(unobservable inputs).

38.

TS EREIRBIRRER (1

R =E kR
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BATBHNEGF B CEREREERAE -
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FEEER
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38.

FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES
(Continued)

Capital management

The primary objectives of the Group’s capital management are to
safeguard the Group’s ability to continue as a going concern and to
maintain healthy capital ratios in order to support its business and
maximise shareholders’ value.

The Group manages its capital structure and makes adjustments
to it, in light of changes in economic conditions and the risk
characteristics of the underlying assets. To maintain or adjust the
capital structure, the Group may issue new shares. The Group is not
subject to any externally imposed capital requirements. No changes
were made in the objective policies or processes for managing
capital during the year ended 31 December 2017 and 2016.

The Group monitors capital using a gearing ratio, which is total
borrowings divided by total capital plus total borrowings. The
Group’s total borrowings represent bank borrowings, convertible
bonds and promissory notes. The Group's capital represents the
equity attributable to equity owners of the parent.

38.

AT EIREIRBIRRER (1)

EXEE
AEEZERNERBRIEARBAEEER
IFRTBREEEEEZREN  URBRTRRE
AL - e SRR RIBEABIREE

AEEEEE CQERRAEZB R AR - K
SEEREEARBREELETRE - B
SREBEARE  ARBEAERITHRND - &
SETZEMINEBHMEREZRAR - EEE
AZBR BRIBFREE_FT—tFR=
T-RFT A=+ —RILFELEETEE -

AEEMNAEAABLLRERER  BEXAE
R DEREBRABREEMNERERE - &
SEEFABBIRRITER - AHARIES FFGL
ERE - ARBZ AN ABREER ARG

As at 31 December

W+=A=+—H
2017 2016
—E—tF S NGS
HK$'000 HK$'000
THERT TAT
Bank borrowings SRITIEFN 1,824,615 1,695,685
Convertible bonds AR ES 95,940 114,400
Finance lease obligation BB EAE 1,026 1,968
Promissory notes AHE 27,622 50,402
Total borrowings EasE 1,949,203 1,862,455
Equity attributable to owners of the Company RN RIRIERE AEERRER 40,114 3,301
Total capital and borrowings BEARR G A 1,987,317 1,865,756
Gearing ratio BARGRELE 97.98% 99.82%

Neither the Company nor any of its subsidiaries are subject to
externally imposed capital requirements.

AR E) B AR EC B B X BN SN BRI I A AR
FEZRR -
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39.

BUSINESS COMBINATION 39. FEEEH
2017 —B—+tF
Heng Asset Management Limited HEEEEERAR
Reference to the announcement on 10 August 2017, the Company ZIRM—_ZT—+FNATHZAH @ KFHFR
completed the acquisition of 51% of the issued share capital of HEEKREeN —_ZE—tF+-A-+/xBit
Heng Asset Management Limited, a corporation licensed to carry HEEBKARET—HE2ENBARIZEBRRE
out Type 4 ( advising on securities) and Type 9 (asset management) MEHFEE  ARA DK NEEEEEEAR
requlated activities under Chapter 571 Securities and Futures NAE - ZARR—ERIEEST1 EEH R AE K
Ordinance, through one of its wholly-owned subsdiaries upon the Bl - AT EFENE(MBHFIEHER ) RFENSE
approval granted by the Securities and Futures Commission on (BEEER)XBE T 2HEEE - TRRBEE
26 July 2017 of the application to be the substantial shareholder. % BEEEREAERARIEKARARZHE
Following the completion of the acquisition, Heng Asset FE2BHEL T -
Management Limited became an indirect non-wholly-owned
subsidiary of the Company.
HK$'000
TET
Net assets acquired of: EWBEERE
Property, plant and equipment LERN S 18
Intangible assets B EE 2,900
Held-for-trade investments HIEEERE 522
Trade receivables B 5 IR 370
Deposits, prepayment and other receivables Be - BRFEREMERTIR "
Amounts due from a director B —REERIE 3,158
Bank balances and cash - general accounts RITEB RS - —REP 647
Account payables FEFERR (88)
Deferred tax liability - noncurrent BRHIRAE - RS (482)
Net assets acquired BB EFE 7,037
Less: Non-controlling interests 49% R FEPE R 49% (3,448)
Net assets acquired attributable to equity owners BREA ANEHERBEEFE 3,589
Goodwill [EES 5,803
9,392
Consideration for acquisition satisfied by WiEnREMEER
Consideration shares REKNR 9,000
Other payable H e fTRIE 392
9,392
Analysis of cash and cash equivalents in respect of the acquisition: ~ FRUKEEESMIRE KA L ZEER ¢
Cash consideration paid or to be paid EANEL SN E A =
Bank balances and cash acquired BUERSRITER RS2 647
Net cash inflow of cash and cash equivalents RekReFERBNREBANFE 647

Had the combination been taken place at the beginning of the
year, the revenue and profit of Heng Asset Management Limited
would have been approximately HK$2.0 million and HK$0.4 million
attributable to the Group respectively.

A HREEIET  AEEEEEERAF
FE(RAERE 2 WA K F i85 51149 /42,000,000
7B 7T N #)/5400,00058 7T
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39.

BUSINESS COMBINATION (Continued) 39.
Merdeka Capital Limited (Continued)
2016

Reference to the announcement on 15 July 2016, the Company
completed the acquisition of XiaXin Securities (HK) Limited, a
corporation licensed to carry out Type 1 (dealing in securities)
regulated activities under Chapter 571 Securities and Futures
Ordinance, upon the approval granted by the Securities and Futures
Commission on 6 July 2016 for the application as the substantial
shareholder of XiaXin. Following the acquisition, XiaXin became
an indirect wholly-owned subsidiary of the Company since 15 July
2016. Pursuant to the announcement on 11 October 2016, XiaXin
officially changed its name to Merdeka Capital Limited on 30

xS

BEEAERAAE4)

—E—XE

M —E—RNELATHBEZAH  KEE
REEEBEEeR S —AF+ASBHLE
ERRAEEES(BB)ARATZETERRE
MEREE%  AARERRWEERE  ZARA
—MREBEESTEZTHFLEEERY - A RES
—iﬁﬁifa‘%*%)iﬁé;ﬁﬁzmﬁﬁl SERK
Wegz - Bz = /\EtﬂwLﬁEltEﬁk
Y=V W/N TZﬁﬁiﬁwg Tl RE-T—
¢+ﬂ+—52®%’m:2—ﬁiﬂﬂz+
H BEEEERERABEEREGRARF

August 2016.

Amount

HK$'000

FAT

Net assets acquired of: EWBEEERE
Property, plant and equipment LIER S 30
Statutory deposit EERE 510
Intangible assets BV EAE 2,805
Trade receivables B SRR R 2,897
Prepayment, deposits and other receivables FANRIE - Ze REMEKIE 309
Bank balances and cash - general accounts RITEHR RIS - —REP 3,887
Bank balances - Trust account RITEER— (ST 5,920
Account payables FERT R (8,352)
Deferred tax liabilities EERIEEE (463)
Other payables and accruals H A AT RRIE R FE AT RO (43)
Net assets acquired BEEEFE 7,500
Cash consideration HeRE 7,500
Analysis of cash and cash equivalents in respect of the acquisition:  FRKEEESMIES RFLSEER ¢
Cash consideration paid BENRERE (7,500
Cash and bank balances acquired BliEmNR S RBITHER 3,887
Net cash outflow of cash and cash equivalents ReMREeFEEENRSRLFE (3,613)

Had the combination taken place at the beginning of the year
ended 31 December 2016, the revenue and the loss of Mederka
Capital Limited would have been approximately HK$273,000 and
HK$ 1,638,000 attributable to the Group respectively.

HERBE—_T—R"F+_A=+—HLLF

EMHET - AE %ﬁzriﬁﬁﬂ AEEARE
ZH&Z)\&J&E%%H% 549 %273,00078 7T R K A
1,638,000/ 7T
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40.

DISPOSAL OF A SUBSIDIARY 40.

On 30 November 2016, the Company entered into a sale and
purchase agreement (the “Agreement”) to dispose of 100% equity
interest in Merdeka Timber Group Ltd. together with its subsidiaries
(the “Disposal Group”)(the “Disposal”), for a total consideration
of HK$2.0 million. The Disposal was completed on 30 November
2016.

HEMEAS

R-B—RE+—A=+H RAAFTIEE
tpas ([ ]) - & Merdeka Timber Group Ltd
REMBEAR([HEEM])A100% s ([ H
%)) - K{E#EA2,000,00087C ° R=ZF—7N
F+—HA=1H" HED5EMK -

Amount
o
HK$'000
TAT
Net assets disposed of: HERFEE

Forest concessions RN R —
Trade and other payables B 5 K E A FERTRIE (77)
Net liabilities disposed HEFAE (77)
Cash consideration ReNE (2,000)
Non-controlling interests FEE 12,447
Loss on disposal of a subsidiary HE—HEWEB AR ZEE 10,370

Analysis of cash and cash equivalents in respect of the disposal: RHEENRE RIBEEEMDII :
Cash consideration received or to be received BB KRR e E 2,000
Cash and bank balances disposed BHERS RIBITEH =
Net cash inflow of cash and cash equivalents Re MREFEMNRLFRA 2,000

During the year, the Merdeka Timber Group Ltd together with its
subsidiaries had no revenue and profit or loss for the year were
reported.

REMA *Merdeka Timber Group Ltd & EHEA
R RE A R8s -
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41.

STATEMENT OF FINANCIAL POSITION OF THE COMPANY

RRSBIRRBE

As at 31 December

R+t=A=+—8
2017 2016
—E—+F ZER—RF
Notes HK$'000 HK$'000
BiaE FTExT FHET
ASSETS BE
Non-current assets FRBEE
Interests in subsidiaries RHTB AR Z 294,678 276,061
Current assets RBEE
Prepayments, deposits and other receivables FERFIA - f2e RE M EGIE 2,289 7,695
Bank balances and cash - general accounts RITHEBMRIRSE - —REP 3,480 2,171
Total current assets MEAERE 5,769 9,866
Total assets EEHAE 300,447 285,927
EQUITY AND LIABILITIES BRRERRER
Issued capital BEITRA 26 2,040 1,620
Reserves i 135,934 100,311
Total equity T R 137,974 101,931
Non-current liabilities FREEE
Convertible bonds Rk ES 95,940 =
Promissory notes A EE — 24,238
95,940 24,238
Current liabilities REAE
Other payables and accruals H b T FRE R B AT R0 29,11 9,314
Due to subsidiaries FERH B R ZRIE 9,800 9,880
Convertible bonds AR ES — 114,400
Promissory notes ZQrEt 27,622 26,164
Total current liabilities MENE ERE 66,533 159,758
Total liabilities EE4E 162,473 183,996
Total equity and liabilities REEEREEAE 300,447 285,927
Net current liabilities REBAETFE (60,764) (149,892)
Net assets EEFE 137,974 101,931

Approved and authorised for issue by the board of directors on 26

March 2018.

Cheung Wai Yin, Wilson

REE

Director

EZ

KERGN T \F=ZA T BERERK

HETIEE
Lau Chi Yan, Pierre
281
Director

EZ
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41. STATEMENT OF FINANCIAL POSITION OF THE COMPANY

41. RASEERRERE @)

(Continued)
Equity
Share component Capital
premium  Contributed  of convertible  Share option reduction  Accumulated
account surplus bonds reserve reserve losses Total
TERES  BiBRE RAglE
RAEER AABE  ZBEHD it i 2R &3t
HK$'000 HK$'000 HK$000 HK$000 HK$'000 HK$'000 HK$000
TEn TEn TEn TER TEn Thn TEn
As at 31 December 2015 and R-E-RE+-B=t-BR
1 January 2016 “E-nE-A-A 884,832 18,203 53,115 27,363 163,191 (1,082,896) 63,808
Changes in equity for 2016 “ENE7REGEY:
Loss and total comprehensive loss ~ AFEEERZAEELE
for the year - - - — — (1,768) (1,768)
Issue of new shares upon placing ~~ BEBZ{THRG 38271 - - - — — 38271
Forfeiture of share options R RE = = - (39) - 35 =
As at 31 December 2016 and RZE-E+ZR=t-Bk
1 January 2017 “2-+5-A-A 923,103 18,203 53,115 27328 163,191 (1,084,629 100,311
Changes in equity for 2016: “E-REEREE.
Loss and total comprehensive ~ AEEEER2EFELE
loss for the year - - - - - 1,667 1,667
Issue of new shares upon
placing RERRTHRG 25,056 - - - - - 25,056
Issue of consideration shares  BfTRERH 8,900 - - - - - 8,900
As at 31 December 2017 RZE-t5+-f=1-A 957,059 18,203 53,115 27,328 163,191 (1,082,962) 135,934
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42,

LITIGATION

On 22 January 2015, the Company announced that a writ of
summons was issued in the Court of First Instance of the High Court
of Hong Kong by Au Kai To Karel, as the plaintiff claiming against (i)
End User Technology Limited, an indirect wholly-owned subsidiary
of the Company, as the 1st Defendant; (ii) the Company, as the 2nd
Defendant; and (iii) Lau Chi Yan Pierre, the managing director and
executive director of the Company, as the 3rd Defendant for, inter
alia, (1) specific performance of an agreement dated 2 May 2013
in relation to a discloseable transaction of the Company (details
of which were disclosed in the announcement of the Company
dated 2 May 2013); or (2) alternatively, the damages in the sum of
HK$8,000,000 in lieu of specific performance; and (3) the interest;
(4) further and/or other relief; and (5) the costs. Formal trial was
held on 4-7 September 2017.

On 29 September 2017, the Company received a judgement dated
29 September 2017 handed down by the High Court of Hong Kong
(the "Judgement”) ordering, among others, that the Company and
End User Technology Limited, the Company’s indirect wholly owned
subsidiary, to pay, jointly and severally, damages to Mr Au Kai To
Karel in the sum of HK$4.4 million.

As announced by the Company in its announcement on 14
November 2017, the Company has appealed against the Judgment
by way of Notice of Appeal filed on 25 October 2017 with the
Court of Appeal. The Company’s appeal is numbered CACV 237 of
2017.

Based on the legal opinion, there are apparent merits for the
appeal. No provision has therefore been made in respect of the
judgement laid down by the High Court of Hong Kong. The
maximum monetary loss would amount to about the said sum if the
Company was found to have such obligation when the appeal was
finished.

42,

13

2\
ol

RZE—RF—AZ+=H  ARAFEM &
EFR(RE)NEBEAREERFEREERTIIA
TEEEASK () AARZHEEZEMNBA
A End User Technology Limited (5 —#%) :
(ARARNEZEE)  R(NARAZESH
EEFATERREC(E=mE) UBUT
EHERHRE - HPEE : (1)a5ETHE
BT =FRA-AZHHE RBEEEAR
RIZATRER S (FERARRBHA=T
—=FRA-RAZAMEE) Q) BRI
8,000,000 TTH B KR HIBITIRE - & (3) A
B @E—FRHHEAMREE  RG) KA o E
REMER T —CFNAMNBELRETT -

RZZT—+tFNA=+hAB AAREERH
BZE—tFNAZTHhABESREARHE
HEFPR(THR D < (ERaE) R AF kA
AFIE2EWE QR End User Technology
LimitedM@ZFEEER KRG £ 58
4,400,000/ 7T, ©

BUOARRRR T —tF+—A+HEAB 22
e ARARER-_ZE2—+F+A-+HA
R EFFBRAMFEA R EFFEERLD E5F o AR
AlZ FRRIRAE T —+tF CACV 2375k °

RBERER - LRERBRNTE - Bt - I
BEREESTEGIEL O HIRIE R EABE -
HARBN LR RBEREGUEE - Rk
BEEBABHEEN LS -
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43.

44,

ISSUED BUT NOT YET EFFECTIVE HKFRSS

The Group has not early applied the following new and revised

43. ERfhBERERNSENHRSER
REE I IR F A T 52 R E R AR

HKFRSs that have been issued but are not yet effective. ] MR BB AR S 2R o

HKFRS 9

BB R E LERIF 95

HKFRS 15 and amendments to HKFRS 15

BB RS ERIE 155 R BB SRS
AERIZE 1558 (IBFTAN)

HKFRS 16

BBV ELERE 165

Amendments to HKFRS 2

AR ELERIE 25 (BFTA)

Amendments to HKFRS 10 and HKAS 28

ARV IEREELFE 105 KBS 2HER
285 ({55 A)

Amendments to HKAS 7

ERGFTERE7HR(ERTA)

Amendments to HKAS 12

BAEFHERFE125 (18R] A)

Financial Instruments’

CRTA

Revenue from Contracts with Customers’
LY SN Ol ey

Leases?
HE?
Classification and Measurement of Share-based Payment Transactions'
AR BEMNRBR SH D RS
Sale or Contribution of Assets between an Investor
and its Associate or Joint Venture?

REEREBLEH LRI HANBEERERERAS

Disclosure Initiative®

BERTEN

Recognition of Deferred Tax Assets for Unrealised Losses*
HAREHREEERRETIEEE

t Effective for annual periods beginning on or after 1 January 2018 1 iﬂggf/\ﬁfﬁ —RBx &R FEHRA

2 Effective for annual periods beginning on or after 1 January 2019 2 gég—ﬂi—ﬂ —Hskz & FRia 2 FE 8E

g Effective for annual periods beginning on or after a date to be 3 gg%ﬁéiﬁE@ﬁZ?ﬁﬁﬁéZEE,ﬁﬁﬁiiﬂ
determined

4 Effective for annual periods beginning on or after 1 January 2017 4 Ho_T—+F— A Bk zERBRFEHM

HE

REEIEHERHE DA MRERT BB B
SRR BEFZE - BrRARESRP BB
BmEERH A REOEEEA RPN ZE
BHEEAYE -

The Group is in the process of assessing the potential impact of the
above new and revised HKFRSs but is not yet in a position to state
whether the above HKFRSs will have a significant impact on the
Group's results of operations and financial position.

APPROVAL OF THE FINANCIAL STATEMENTS 44, BIRIRS il
The financial statements were approved and authorised for issue by AU BREELETEN T —/\F=A
the Board on 26 March 2018. BRI R RETE -



Summary of Financial Information
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A summary of the results and of the assets, liabilities and non-controlling
interests of the Group for the last five financial years, as extracted from

UTAAEERER AR RFENEAUREE - A
BERIHEBESEME - IR E  TIENEEZN

the published audited financial statements, is set out below: T
RESULTS x&
Year ended Year ended Year ended Year ended Year ended
31 December 2013 31 December 2014 31 December 2015 31 December 2016 31 December 2017
HEZZT-=F HE-Z-IfF HE-ZT-1% HE-Z % HE-Z—+f
TZA=t-H tZA=t-H t-A=t-H tZA=t-H t=B=t-H
IH5E IH5E IL5E JlZ:35 LEFE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Titn T T Tt TiEn
Revenue A 40,762 69,877 131,398 256,232 430,184
LOSS BEFORE TAX BREAIEE (115,153) (180,099) (119,388) (36,210) (90)
Income tax PAEH = (640) (4,004) (3,938) (3,242)
LOSS FOR THE YEAR ERER (115,153) (180,739) (123,392) (40,148) (3,332)
Attributable to: g
Owners of the Company KATIRERB A (109,167) (172,225) (124,944) (42,617) (6,725)
Non-controlling interests JEfE R (5,986) (8,514) 1,552 2,469 3,393
LOSS FOR THE YEAR EREE (115,153) (180,739) (123,392) (40,148) (3,332)
ASSETS, LIABILITIES AND NON-CONTROLLING INTERESTS & - BENFERIER
As at As at As at 31 As at As at
31 December 2013 31 December 2014 December 2015 31 December 2016 31 December 2017
RZE—=F RZE-F RZB—1F RIB—RE R-B-t&
T-A=1-A +-A=1-H +-F=1-H +-F=1-8 +-A=1-H
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Tt T B Tt Ti#gn
TOTAL ASSETS WEE 246,760 142,899 1,117,360 2,055,071 2,224,251
TOTAL LIABILITIES Fy=tE (190,047) (139,437) (1,033,666) (1,963,731) (2,083,091)
56,713 3,462 83,694 91,340 141,160
EQUITY: T
Equity attributable to owners ARAIREREA
of the Company FlbER 58,363 12,934 15,679 3,301 40,114
Non-controlling interests JEfE R (1,650) 9,472) 68,015 88,039 101,046
56,713 3,462 83,694 91,340 141,160
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GENERALTERMS  —#%

2008 CBs The convertible bonds issued by the Company on 12 August 2008 as part of the consideration
to acquire the forestry business. These convertible bonds, originally due on 12 August 2011
and extended to 12 August 2017, are interest-free and convertible into the Shares at the
conversion price of HK$0.3696 per Share (subject to adjustment according to the terms of the
convertible bonds)

—TEN\FAHRRES £ BAARAR-ZTENF/N\A+T - BBETERBEBMNARER 2 BoREZ AHERES ° ZEA]
BRES(FRR_Z——FNATZRIBMTEE_T—+F\ATH)REE ' WAIRA
AR B EA%0.369618 7T (IRIR AIHRAR (E 25 2 &R AT T2 ) LR Rk HD

2015 CBs The convertible bonds issued by the Company on 21 April 2015 as part of the consideration
to acquire the entire issued share capital of Blossom Height Ventures Limited. These
convertible bonds due on 21 April 2018 are interest-free and convertible into the Shares at
the conversion price of HK$0.23 per Share (subject to adjustment according to the terms of
the convertible bonds)

—E-RFAHRRES B HAARERZE—AFMHA =+ —HETEAYEEBlossom Height Ventures Limited 2 &2
BEIIRAZ O REZAHERES - ZFUREESFER 2/ \FHA-_+—BIHAR
RB 0 I AHRRAR B & AR0.238 Tt (IRAR TR AR B 25 2 163 AT T8 ) AR

AGM(s) Annual general meeting(s)

REBEFERE B BRRAFKE

Articles The Articles of Association of the Company

AR B AREEEEREMER

Audit Committee The audit committee of the Company

BEZEER B AREBEZZE®

Board The board of Directors

B5g B EEg

CEO The chief executive officer of the Company

TR ¥ ARRTEER

Chairman The chairman of the Company

ESE B AREERE

Code The Corporate Governance Code under the GEM Listing Rules

Sl B AR ETRAETREERSFA

Company Merdeka Financial Services Group Limited

ZiN/NE]| $&  Merdeka Financial Services Group Limited (8= 4 RS EEFR AR *)

Director(s) The director(s) of the Company

B% ¥ AREEF

GEM The Growth Enterprise Market of the Stock Exchange

FIEZ B OBRARRIER

GEM Listing Rules The Rules Governing the Listing of Securities on the GEM

BIEMR TR A B BIFERES ETRA

Group The Company and its subsidiaries

REE i RARIREMB AR

HK or Hong Kong The Hong Kong Special Administrative Region of PRC

B B REEBSNTHE

* EHS)
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HK$

BIT i1
INED(s)

BN IEHITES 5
lvana

Ivana 15
N/A

NEA i1
Nomination Committee
RELE® 5
PRC

i i1
Remuneration Committee
FTWEEE i1
RMB

AR 5
SFC

BER t
SFO

B K EE RG] i1
Share(s)

f& 5
Shareholder(s)

[ i1
Stock Exchange

BB 5
us

=S5 5
usb

ETT i1
%

% 5
FINANCIAL TERMS  Bii§s%

Current Ratio
ik e =S 5

Gearing Ratio

BRAfEEX B

Hong Kong dollar(s), the lawful currency of Hong Kong
BT BEEAEER

Independent non-executive director(s)

BUIFRITES

Ivana Investments Limited, a substantial shareholder of the Company
Ivana Investments Limited * ZNA &) 2 £ ZRE R

Not applicable
A

The nomination committee of the Company

AARRRABERE

The People’s Republic of China
RREE A RARAE

The remuneration committee of the Company

ARARHMEEE

Renminbi, the lawful currency of PRC

ARE - RELEEER

The Securities and Futures Commission

ERFMEERERZES

The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong Kong)
BEEDIFEST EEH REE 1)

The ordinary share(s) of HK$0.001 each in the share capital of the Company
RARIRAFR GAREEO0.001/ BT E EAR

Holder(s) of the Share(s)
GEST=PN

The Stock Exchange of Hong Kong Limited
BRBERHFIERAT

The United States of America
EFERE REH

United States dollar(s), the lawful currency of US

X XBVEEEY

Per cent.

Bt

Current assets divided by current liabilities

RBEERARB ARG

Total borrowings (representing bank & other borrowings, convertible bonds and finance lease
payable) divided by total capital employed (i.e. total Shareholders’ fund plus total borrowings)
HEE (ANRTT REMMER - AHARES REEEERNRIR) R IAPTE A2 E AR (B R
B B INARETR)



www.merdeka.com.hk

Merdeka Financial Services Group Limited
Room 1502, Chinachem Century Tower,

178 Gloucester Road, Wanchai, Hong Kong
Tel : 852 3101 2929

Fax . 852 3568 7465
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