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CHAIRMAN’S STATEMENT
ERERE

Dear Shareholders,

On behalf of the board (the “Board”) of directors (the “Directors”)
of China Jicheng Holdings Limited (the “Company”), | am pleased
to present our annual report of the Company and its subsidiaries
(collectively referred to as the “Group”) for the year ended
31 December 2018.

The Group is principally engaged in the manufacturing and sale
of POE umbrellas, nylon umbrellas and umbrella parts such as
plastic cloth and shaft. During the year ended 31 December 2018,
the Group’s revenue decreased to approximately RMB521 million,
representing a decrease of approximately 3.2% in comparison to
that of 2017, while profit attributable to owner of the Company
increased to approximately RMB19 million, representing an increase
of approximately 429.7% as compared to that of 2017. The Directors
do not recommend the payment of final dividend for the year ended
31 December 2018.

The revenue of the Group’s POE umbrellas products decreased
by approximately RMB99 million, or 35.7%, from approximately
RMB276 million for the year ended 31 December 2017 to
approximately RMB177 million for the year ended 31 December
2018.

The revenue of the Group’s nylon umbrellas products increased by
approximately RMB14 million, or 7.9%, from approximately RMB171
million for the year ended 31 December 2017 to approximately
RMB185 million for the year ended 31 December 2018.

The revenue of the Group’s umbrella parts products increased by
approximately RMB68 million, or 74.2%, from approximately RMB91
million for the year ended 31 December 2017 to approximately
RMB159 million for the year ended 31 December 2018.
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Our principal objectives are to maintain and strengthen our position
as a leading umbrella manufacturer focused in Japan market and
on our own branded umbrella products in the People’s Republic
of China (“PRC”) market, and increase our market share in existing
markets such as Hong Kong, Cambodia and South Korea.

Looking ahead, the Group will shift business focus from developing
upstream manufacturing to downstream distribution network and
brand building so as to facilitate promotion of the Group’s branded
umbrellas which command higher margins and create higher values
as well as bringing better return to our shareholders. To diversify its
business and explore potential business opportunities, the Group is
exploring and developing business opportunities and projects.

On behalf of the Board of Directors, | would like to thank all the
colleagues for their diligence, dedication, loyalty and integrity. | would
also like to thank all the shareholders, customers, bankers and other
business associates for their trust and support.

Huang Weniji
Chairman

Fujian Province, the PRC, 29 March 2019
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

BUSINESS REVIEW

The Group is principally engaged in the manufacturing and sale of
POE umbrellas, nylon umbrellas and umbrella parts such as plastic
cloth and shaft. The Group manufactures products at the production
site located in Dongshi Town and Yonghe Town of Jinjiang City in
Fujian Province of the PRC.

The Group principally sell POE umbrellas, nylon umbrellas and
umbrella parts on export basis to the Group’s overseas customers
which accounted for approximately 74% of the Group’s total
revenue for the year ended 31 December 2018. The Group exported
its POE umbrellas, nylon umbrellas and umbrella parts to markets
such as Japan, Hong Kong, South Korea, Taiwan, Spain and
Cambodia. The Group’s overseas customers would usually provide
the Group with their design and specification. The Group’s sales
personnel would closely communicate with the Group’s customers.
Depending on the specific needs of these overseas customers, the
Group’s sales personnel would put forward the Group’s suggestions
for modifications to design and specification from its research and
development staff to the Group’s customers for their consideration.
When customers decide on the final design and specification, the
Group would make samples and provide to the Group’s customers
for approval.

For domestic market, the Group sold its POE umbrellas, nylon
umbrellas and umbrella parts to the Group’s customers in the PRC
which accounted for approximately 26% of the Group’s total revenue
for the year ended 31 December 2018. The Group’s domestic
customers would usually place orders with the Group from selection
of its existing POE umbrellas and nylon umbrellas products which
are all designed by its research and development team. The Group
also sell some of its POE umbrellas and nylon umbrellas under the
Group’s Jicheng (£ %) brand through sales to our non-trading
customers such as supermarkets.

The Group also manufactured umbrella parts as an ancillary products
mainly for the Group’s existing customers, both overseas and
domestic customers, some of which also purchased POE umbrellas
and nylon umbrellas from the Group.

The Group’s new business strategy is to shift business focus from
developing upstream manufacturing to downstream distribution
network and brand building so as to facilitate promotion of the
Group’s branded umbrellas which command higher margins.

To diversify its business and explore potential business opportunities,
the Group is exploring and developing business opportunities and
projects.

CHINA JICHENG HOLDINGS LIMITED
PERERIERAR AR

¥ %o

AEEEBRRFERERHEPOERE JERE
RREERETEMS B RhE AEE
PR Bl AR iR BT T R A Mok MR
EEMEEEM-

AEEEEUROFARAEEZBINEF
HEPOERME - EREMERMETHME  ER
BE_Z-N\F+-_A=+—HILFEMLSR
SEBWEZN74% - AEBRBA FE-
BE - 5% WL RRFHEEFM S H O POE
MR EERERMETIM - AEEZEH
EEFBRRAARBEIRHERE ZRFTRAEB-
AEEZHEARRAKEZEFPETRER
BB RBZEBINEFL ZERBR AKE
ZHEABRRASE Z ZPRREAN KB
LEBHREIRABZERER WHEE
B BEPRERKE RRRE AEEH
HERAYRETAKEZRERS UFEH
-

HREATSME AEERAEEZHER
FiHEPOERZE EREMELMAET A X
REBEE_T-—NF+-_A=+—BHILEFEL
AEBEBBYR226% AEBZBEREP
BEEEHBAEEZMEBBERAZRE
POERR K EEMEEMTETIEL TE-
AEETEBRARMHEEZERS (™M)
HEAKRBZEKMmE N Z2E TPOERE K

AEENIEAREEYREES CENR
BRES) B AR ER Y ST
HrEFESNAAEBRBPOEFE LR

AEBOHEBRBEREBELBRE L
M BUEBRE T T 0 H R4 Koo B2 R DA e
ERBENBERRR c ANEEmERE-

RETBRER UNEBERK N&E
TEmekREnE#ENIAR -



MANAGEMENT DISCUSSION AND ANALYSIS

FINANCIAL REVIEW
REVENUE

The revenue decreased from approximately RMB538 million for the
year ended 31 December 2017 to approximately RMB521 million
for the year ended 31 December 2018, representing a decrease of
approximately 3.2%. The decrease in revenue from the PRC was
primarily due to decreased demand for the POE umbrellas compared
to the previous year. The decrease in revenue was primarily due to
the decrease in sales volume affected by poor market situation in
both PRC and export markets.

COST OF SALES

The cost of sales decreased from approximately RMB457 million for
the year ended 31 December 2017 to approximately RMB442 million
for the year ended 31 December 2018, representing a decrease of
approximately 3.4%. The decrease was mainly attributable to the
corresponding decrease in direct materials costs and direct labour
costs to cope with the Group’s decrease in revenue for the same
period.

GROSS PROFIT AND GROSS MARGIN

As a result of the foregoing, the gross profit decreased by
approximately RMB2 million, or 1.9%, from approximately RMB81
million for the year ended 31 December 2017 to approximately
RMB79 million for the year ended 31 December 2018. The gross
profit margin increased from approximately 15.0% for the year ended
31 December 2017 to approximately 15.2% for the year ended 31
December 2018.

OTHER INCOME AND GAINS

The other income and gains increased by approximately RMB9
million, or 188.8%, from approximately RMB5 million for the year
ended 31 December 2017 to approximately RMB14 million for the
year ended 31 December 2018. The increase was mainly due to
the effect of net exchange gain of approximately 9 million recorded
during the year ended 31 December 2018 resulting from the
depreciation of Renminbi against US dollars (2017: Nil).

SELLING AND DISTRIBUTION EXPENSES

Selling and distribution expenses decreased by at approximately
RMB2 million or 10.9% from approximately RMB13 million for the
year ended 31 December 2017 to approximately RMB11 million for
the year ended 31 December 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

ADMINISTRATIVE EXPENSES

Administrative expenses decreased by approximately RMB11 million,
or 19.7%, from approximately RMB57 milion for the year ended 31
December 2017 to approximately RMB46 million for the year ended 31
December 2018. The decrease in administrative expenses was mainly
due to there were no net exchange loss (2017: approximately RMB8
million) and equity-settled share-based payment (2017: approximately
RMB6 million).

FINANCE COSTS

Finance costs increased by approximately RMB1 million, or 11.2%,
from approximately RMB9 million for the year ended 31 December
2017 to approximately RMB10 million for the year ended 31
December 2018. The increase in finance cost was mainly due to the
higher average borrowing level for the period.

INCOME TAX EXPENSES

Income tax expense increased by approximately RMB3 million, or
106.6%, from approximately RMB3 million for the year ended 31
December 2017 to approximately RMB6 million for the year ended
31 December 2018, which was primarily due to increase in the
Group’s profit before tax.

The effective tax rate decreased from approximately 47.4% for the
year ended 31 December 2017 to approximately 26.0% for the year
ended 31 December 2018.

PROFIT FOR THE YEAR

As a result for the foregoing factors, profit for the year increased by
approximately RMB15 million, or 429.7%, from approximately RMB4
million for the year ended 31 December 2017 to approximately
RMB19 million for the year ended 31 December 2018.

LIQUIDITY AND FINANCIAL RESOURCES

As at 31 December 2018, the Group’s bank balances and cash
including restricted bank deposits of approximately RMB7 million
(2017: approximately RMB23 million) amounted to approximately
RMB75 million (2017: approximately RMB90 million), and short-term
bank borrowings amounted to RMB197 million (2017: approximately
RMB163 million). The annual interest rates of loans ranged from
4.31% 10 5.65%.
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MANAGEMENT DISCUSSION AND ANALYSIS

The Group’s current ratio increased from approximately 2.3 times
as at 31 December 2017 to approximately 2.4 times as at 31
December 2018, which was calculated based on the total current
assets divided by the total current liabilities. As at 31 December
2018, the gearing ratio was approximately 50% (2017: approximately
50%), which was calculated based on the interest-bearing liabilities
as a percentage of the total equity.

INVENTORIES

As at 31 December 2018, the inventories was approximately
RMB161 million (2017: approximately RMB205 million). The inventory
turnover days were decreased from approximately 154 days in 2017
to approximately 151 days in 2018, which was calculated based
on the average of the beginning and ending balance of inventories
for the year divided by cost of sales for the year, and multiplied by
365 days. This was mainly due to decrease in purchasing activities
towards the end of the reporting period.

TRADE RECEIVABLES

As at 31 December 2018, the trade receivables were approximately
RMB234 million (2017: approximately RMB154 million). The Group
generally allows an average credit period of 30 to 150 days to its
trade customers. The average trade receivables turnover day was
increased from approximately 88 days in 2017 to approximately 136
days in 2018, which was calculated based on the average of the
beginning and ending trade receivable balances for the year divided
by revenue for the year and multiplied by 365 days. This was mainly
due to we have extended credit period for those long term business
relationships and good settlement history customers suffering
intense market competitions.

TRADE AND BILLS PAYABLES

As at 31 December 2018, the trade and bills payables were
approximately RMB35 million (2017: approximately RMB69 million).
The Group’s suppliers typically grant us a credit terms ranging
from 30 days to 120 days. The average trade and bills payables
turnover days were decreased from approximately 67 days in 2017
to approximately 43 days in 2018, which was calculated based
on the average of the beginning and ending of trade and bills
payable balance of the year divided by cost of sales of the year and
multiplied by 365 days. This is mainly due to a decrease in purchase
of raw materials at the end of 2018.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

PRINCIPAL RISKS AND UNCERTAINTIES

The business of the Group is subject to numerous risks and
uncertainties. The following is a summary of some of the principal
risks and uncertainties affecting the Group’s business:

- The Group’s business, financial condition and results of
operations may be affected by the loss of key customers.

It is important for the Group to maintain close and mutually
beneficial relationships with the Group’s key overseas and
domestic customers. The Group’s revenue is also subject
to the Group’s customers’ business, product quality, sales
strategy, industry conditions and the overall economic market
environments. Any significant reduction of sales to or loss
of any of the Group’s key customers could materially and
adversely affect our business, financial condition and results of
operations.

- The Group may be subject to certain risks, such as political
and economic instability and fluctuations in currency rates
of foreign currencies, associated with selling our umbrella
products to Japan, the PRC and other overseas customers.

Any change in market demand levels for the Group’s umbrella
products in Japan, the PRC and in the Group’s other export
destinations may have a significant effect on the Group’s
business, financial condition and results of operations. In
particular, the Group is affected by changes in the economic
condition of Japan, a major destination of our products, and
the PRC.

As the Group’s sales are primarily made in US dollar, RMB and
Japanese Yen whereas the Group’s purchases of materials
and payment of wages and salaries to the PRC workers are
in RMB and US dollar, the Group is exposed to exchange rate
risk. In addition, the Group is exposed to the risks associated
with the currency conversion and exchange rate system in the
PRC.
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MANAGEMENT DISCUSSION AND ANALYSIS

- Fluctuations in prices of raw materials or unstable supply of
raw materials could negatively impact our operations and may
adversely affect our profitability.

The prices of most of the Group’s raw materials generally
follow the price trends of, and vary with, market conditions.
Supplies of these raw materials may also be subject to a
variety of factors that are beyond our control, including but not
limited to market shortages, suppliers’ business interruptions,
government control, weather conditions and overall economic
conditions, all of which may have an impact on their respective
market prices from time to time.

- The Group may experience a shortage of labour or our labour
costs may continue to increase.

CAPITAL COMMITMENTS AND CONTINGENT LIABILITIES

As at 31 December 2018, the Group had no material capital
commitment (2017: Nil). As at 31 December 2018, the Group did
not have any significant contingent liabilities (2017: Nil).

PLEDGE OF ASSETS

As at 31 December 2018, the Group’s leasehold land and buildings
with a carrying amounts of approximately RMB94 million (2017:
approximately RMB97 million) and bank deposits with a carrying
amounts of approximately RMB7 million (2017: approximately
RMB23 million) were pledged to banks for bank borrowings.

EMPLOYEES AND REMUNERATION POLICY

As at 31 December 2018, the Group employed a total of 1,592
employees (2017: 1,822 employees). The emolument policy of the
employees of the Group was set up by the Board based on their
experience, qualifications and competence. Other employees’
benefits include contributions to statutory mandatory provident
funds, and social insurance together with housing provident funds to
its employees in Hong Kong and the PRC respectively.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

USE OF PROCEEDS FROM THE GLOBAL OFFERING

The shares of the Company were listed on the Main Board of the
Stock Exchange on the Listing Date with net proceeds received by
the Company from the global offering in the amount of approximately
HK$134.2 million (equivalent to approximately RMB106.0 million)
after deducting underwriting commissions and all related expenses.
As disclosed in the announcement of the Company published
on 30 December 2016, the Board has resolved to reallocate the
unutilised amount of approximately RMB61.4 million to the following
two areas:

1) approximately RMB36.9 million out of the unutilised net
proceeds for buying new brand-names and/or licensing
rights of umbrella products from Southeast Asian countries
to increase its market shares in those countries as well as
investing in a trading company comprising umbrella and other
products.

2)  toincrease the allocation for approximately RMB24.5 million for
brand awareness promotions and advertising expenses both in
domestic and overseas markets.

The Board is of the view that such re-allocation of unutilised net
proceeds is in line with the Group’s new business strategy to
shift business focus from developing upstream manufacturing to
downstream distribution network and brand building to facilitate
promotion of the Group’s branded umbrellas which command higher
margins.
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MANAGEMENT DISCUSSION AND ANALYSIS
EEEFNWED T

As at 31 December 2018, the net proceeds had been utlised as R -_ZE—N\F+-A=+—8 FEHRIEZF
follows: BERELATHE:

Utilised amount up to  Unutilised amount up

Use of Net Proceeds FSREFEAR Revised allocation 31 December 2018 to 31 December 2018
BE=-2-N\F BE-E-—N\&§

+=-—B=+—-HE +=B=+—-8%*

RIBFT D BHESHE BHESHE
RMB (million) RMB (million) RMB (million)
ARBEBEER AR®BEER AR®BER
(Approximately)
(#4)

Increasing our production capacity by B BEE T

constructing a factory IR AEEER 24.5 24.5 =
Paying the outstanding of the IRBEERERRTK

consideration in relation to the FI0BRMAEFY

construction and completion of the REZRKIZFHE

new 10-storey office building 3.1 3.1 =
Strengthen our technical expertise R REE 2 BRIiTER

and know-how to ensure continuous & ik DA FE (R 4548

improvement of our products BEREEEM 3.7 3.7 -
Additional working capital and BINEEES R EAM

other general corporate purposes —RARA® 10.6 10.6 =
Further expansion of our branded INGR 855 B LA

umbrellas by intensifying our REIA RGINTI5

marketing activities to promote our REAEEmE

brand awareness both in the HMEEME—F

domestic and overseas HEASERERS 27.2 3.8 23.4
Buying new brand-names and investing 5 ¥ & i# 2 78 &

in a trading company RE—REHAA 36.9 - 36.9
Total st 106.0 45.7 60.3
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MANAGEMENT DISCUSSION AND ANALYSIS
EEENWEDN

FUTURE PROSPECTS RERE

The Group principal objectives are to maintain and strengthen AEBZ T EHIZAM4KIELRZEANEREL
its position as a leading umbrella manufacturer focused in Japan HZAMSREREFETETEAE REH
market and its own branded umbrella products in the PRC market, — ZrBU3E 7 2 485 i LA KB A AR E BN E S -
and increase its market share in the existing markets such as Hong RIFENEREZIRAMISE 2 TISMHEE -

Kong, Cambodia and South Korea.

Looking ahead, the Group will shift business focus from developing BEARNK AEEKEKELBEE LR
upstream manufacturing to downstream distribution network and  (&EEBE T HEEM KR EEZR AT EHE
brand building so as to facilitate promotion of the Group’s branded EFER&m  NEE FERRUANAEE
umbrellas which command higher margins and create higher values Z{EBE Uk AREBHRRERE LE D
as well as bringing better return to our shareholders. To diversify its e AZ TLEREER WM ERBEEE -
business and explore potential business opportunities, the Group is ANEBEEYE LA EEKS LIER -
exploring and developing business opportunities and projects.
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CORPORATE GOVERNANCE REPORT

CODE ON CORPORATE GOVERNANCE PRACTICES

The Company is committed to maintaining high standard of
corporate governance and has steered its development and
protected the interests of its shareholders in an enlightened and
open manner. The Board comprises four executive Directors and
three independent non-executive Directors. The Company has
adopted and complied with the Corporate Governance Code (the
“CG Code”) as set out in Appendix 14 to the Listing Rules since the
Listing Date with the following deviations:

Under paragraph A.2.1 of Appendix 14 to the Listing Rules, the
roles of chairman and chief executive officer of an issuer should
be separated and should not be performed by the same person.
Mr. Huang is currently the Chairman of the Board and the chief
executive officer who is primarily responsible for the day-to-day
management of the Group’s business. The Directors consider that
vesting the roles of the Chairman of the Board and chief executive
officer in the same person facilitates the execution of the Group’s
business strategies and decision making, and maximizes the
effectiveness of the Group’s operation. The Directors also believe
that the presence of three independent non-executive Directors
provides added independence to our Board. The Directors will
review the structure from time to time and consider an adjustment
should it become appropriate.

Code provision A.6.7 stipulates that independent non-executive
directors should attend general meeting of the Company. Mr. Tso
Sze Wai, Mr. Yang Xuetai and Ms. Lee Kit Ying, Winnie, being the
independent non-executive Directors, did not attend the Company’s
annual general meeting held on 30 May 2018 due to their other
business engagements.
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CORPORATE GOVERNANCE REPORT
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MODEL CODE FOR SECURITIES TRANSACTIONS BY THE
DIRECTORS

The Directors have adopted the Model Code for Securities
Transactions by Directors of Listed Issuers (the “Model Code”) as set
out in Appendix 10 to the Listing Rules as the code of conduct for
Directors in dealing in the Company’s securities. Specific enquiries
have been made to all Directors and all Directors have confirmed
that they have fully complied with the required standard of dealings
as set out in the Model Code during the year.

BOARD OF THE DIRECTORS

The Board is committed to providing effective and responsible
leadership for the Company. The Directors, individually and
collectively, must act in good faith in the best interests of the
Company and its shareholders. The Board has established three
Board committees, being the Audit Committee, the Remuneration
Committee and the Nomination Committee (each a “Board
Committee” and collectively the “Board Committees”), to oversee
different areas of the Company’s affairs.

The Board currently comprises four executive Directors, namely
Mr. Huang Wenji, Mr. Yang Guang, Mr. Lin Zhengshuang and Mr.
Chung Kin Hung, Kenneth and three independent non-executive
Directors, namely, Mr. Tso Sze Wai, Mr. Yang Xuetai and Ms. Lee Kit
Ying, Winnie.

16  CHINA JICHENG HOLDINGS LIMITED

PERERIERAR AR

EFETRESRGZ2BETA

EECHEMEMARRMEI0ME EHET
ANEFETRBSFRGZBETA ([FREST
) EREFEEEARRESZBTTH -
MEREFETABEHAR 2REZCH
REEFAZTEETRETRIMHZRER
Z 7R

Exg

EERRNIRARARFEERNRBETEZR
B-BRAMBIRLRMABERARERE
LERENGSERTE - EFECORU=MEE
EZEe (AEZZEe FTHEREGRES
ZES (RERAREEREE OB RTE
EZEQ])) UEEBARATREBRKZE
75 o

ErefikamNEATES (IEXEkiE:
BREE MEELLERBRELE) N=2
BUFATES= (AERARE HBEARE
KR )EMK -



CORPORATE GOVERNANCE REPORT

There is no financial, business, family or other material/relevant
relationship amongst Directors. Their biographical details and (where
applicable) their family relationships are set out in the section headed
“Biographical Details of Directors and Senior Management” on pages
40 to 41 in the annual report. A list of the Directors identifying their
role and functions and whether they are independent non-executive
Directors are available on the Company’s website.

The Board sets the Group’s overall objectives and strategies,
monitors and evaluates its operating and financial performance
and reviews the corporate governance standard of the Group. It
also decides on matters such as annual and interim results, major
transactions, director appointments or re-appointments, investment
policy, dividend and accounting policies. The Board has delegated
the authority and responsibility for implementing its business
strategies and managing the daily operations of the Group’s
businesses to the executive Directors and members of senior
management. The functions and power that are so delegated are
reviewed periodically to ensure that they remain appropriate.

The Board is also responsible for developing, reviewing and
monitoring the policies and practices on corporate governance
and legal and regulatory compliance of the Group, and the training
and continuous professional development of Directors and senior
management. The Board also reviews the disclosures in the
Corporate Governance Report to ensure compliance.

All Board members have separate and independent access to
the Group’s senior management to fuffill their duties. Independent
professional advice can be sought to assist the relevant Directors to
discharge their duties at the Group’s expense upon their request.

All Directors are required to declare to the Board upon their
first appointment, the directorships or other positions they are
concurrently holding at other companies or organisation. These
interests are updated on an annual basis and when necessary.
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CORPORATE GOVERNANCE REPORT
CRERBE

ATTENDANCE OF DIRECTORS AT MEETINGS

The attendance of the Directors at the general meetings of the
Company, meetings of the Board, the Audit Committee, the
Remuneration Committee and the Nomination Committee during the
year ended 31 December 2018 are set out below:

Annual
general
meeting

EEHESERR
BE-_Z—N\E+-A=+—BILFEE £

EHEARARRAEG EF

AL A A iy o
2% BRE

B ¥MZBeREZECEHBERH

FIEAT

Board
meetings

RRBEAE Exeed

(number of mestings attended/number of mestings held during respective director’s tenure)

(REZERIRLEEARY/ BOERRE)

Executive Directors HITES

Mr. Huang Wenji BENEEAE 1
Mr. Yang Guang BrEE 0/1
Mr. Lin Zhenshuang WEERE 0/1
Mr. Chung Kin Hung, Kenneth ERIELE 0/1

Independent Non-executive Directors BUFHTES

Mr. Tso Sze Wai EREEE 0/1
Mr. Yang Xuetai BEAEE 0/1
Ms. Lee Kit Ying, Winnie FREELZL 0/1

DIRECTORS’ AND OFFICERS’ INSURANCE

Appropriate insurance coverage has been arranged in respect
of potential legal actions against the Directors and officers of the
Company.
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CORPORATE GOVERNANCE REPORT

CONTINUOUS PROFESSIONAL DEVELOPMENT

Pursuant to Code provision A.6.5, all Directors should participate
in continuous professional development to develop and refresh
their knowledge and skills. This is to ensure that their contribution
to the Board remains informed and relevant. All the Directors also
understand the importance of continuous professional development
and are committed to participating in any suitable training or relevant
materials reading in order to develop and refresh their knowledge and
skills. The Company has received from each Director a confirmation
of their participation in continuous professional development by
attending training course or reading relevant materials on the topics
related to corporate governance and regulations.

INDEPENDENCE OF INDEPENDENT NON-EXECUTIVE
DIRECTORS

The role of the independent non-executive Directors is to provide
independent and objective opinions to the Board, giving adequate
control and balances for the Group to protect the overall interests of
the shareholders and the Group. They serve actively on the Board
and its committees to provide their independent and objective views.

In compliance with Rules 3.10(1) and 3.10A of the Listing Rules,
the Company has appointed three independent non-executive
Directors, representing more than one-third of the Board. One
of the independent non-executive Directors has the appropriate
professional qualifications in accounting or related financial
management expertise as required by Rule 3.10(2) of the Listing
Rules.

Each independent non-executive Director has submitted confirmation
of his/her independence to the Company pursuant to Rule 3.13
of the Listing Rules. Based on the contents of such confirmations,
the Company considers that all of the independent non-executive
Directors are independent.

BOARD COMMITTEES

The Board is supported by three committees, namely the Audit
Committee, Nomination Committee and Remuneration Committee.
Each Board Committee has its defined and written terms of
reference approved by the Board covering its duties, powers and
functions. Their terms of reference are available on the Company’s
website.
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CORPORATE GOVERNANCE REPORT
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All Board Committees are provided with sufficient resources
to discharge their duties, including access to management or
professional advice if considered necessary.

(I) AUDIT COMMITTEE

The Company established an Audit Committee on 23 January
2015 with specific written terms of reference in compliance
with the Code. The primary duties of the Audit Committee are
to assist the Board by providing an independent view on the
effectiveness of the financial reporting process, internal control
and risk management systems of the Group, overseeing the
audit process and performing other duties and responsibilities
as assigned by the Board.

As at the date of this annual report, the Audit Committee
comprises three independent non-executive Directors, namely
Mr. Tso Sze Wai (Chairman of the Audit Committee), Ms. Lee
Kit Ying, Winnie and Mr. Yang Xuetai.

During the year ended 31 December 2018, the Audit
Committee held two meetings to review the annual and
interim results of the Group and make recommendations to
the Board and the management in respect of the Group's
financial reporting and internal control procedures. During the
year ended 31 December 2018, the Audit Committee has
also reviewed, with the management and the Company’s
auditors, the Group’s significant internal controls and financial
matters in accordance with the Audit Committee’s written
terms of reference and made relevant recommendations
to the Board. The Audit Committee’s review covered the
audit scope and findings, external auditors’ independence
and performance, the Group’s accounting principles and
practices, the Listing Rules and statutory compliance,
connected transactions, internal controls, risk management,
financial reporting matters (including the interim and annual
financial reports for the Board’s approval) and the adequacy
of resources, qualifications and experience of staff of the
Company’s accounting and financial reporting function as well
as their training programmes and budget. It also reviewed this
Corporate Governance Report and an internal control review
report on the Company prepared by an independent advisor.
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REMUNERATION COMMITTEE

The Company established a Remuneration Committee on
23 January 2015 with written terms of reference in compliance
with the Code. The primary duties of the remuneration
committee include making recommendations to the Board
on the policy and structure for all Directors and senior
management, reviewing the terms of remuneration packages,
determining the award of bonuses and considering the grant
of options under the share option scheme of the Company. As
at the date of this annual report, the remuneration committee
comprises three independent non-executive Directors, namely
Ms. Lee Kit Ying, Winnie (Chairperson of the Remuneration
Committee), Mr. Tso Sze Wai and Mr. Yang Xuetai.

During the year ended 31 December 2018, the Remuneration
Committee held one meeting to review the remuneration
policy, remuneration packages of the Directors and the
senior management in accordance with the Remuneration
Committee’s written terms of reference.

Particulars regarding Directors’ remuneration and the five
highest paid employees as required to be disclosed pursuant
to Appendix 16 to the Listing Rules are set out in note 13 to
the financial statements.

NOMINATION COMMITTEE

The Company established a Nomination Committee on
23 January 2015 with written terms of reference in compliance
with the Code. The nomination committee comprises three
independent non-executive Directors, namely Mr. Yang Xuetai
(Chairman of the Nomination Committee), Mr. Tso Sze Wai
and Ms. Lee Kit Ying, Winnie. The principal responsibilities
of the Nomination Committee are to review the composition
of the Board, including its structure, size and diversity at
least annually to ensure that it has a balance of expertise,
skills and experience appropriate to the requirements of the
business of the Group. It is also responsible to consider and
recommend to the Board suitably qualified persons to become
a member of the Board, monitor the succession planning
of Directors and assess the independence of independent
non-executive Directors. The Nomination Committee will also
give consideration to the Board Diversity Policy (as defined
below) when identifying suitably qualified candidates to
become members of the Board, and the Board will review the
Board Diversity Policy (as defined below), so as to develop and
review measurable objectives for the implementing the Board
Diversity Policy (as defined below) and to monitor the progress
on achieving these objectives.
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During the year ended 31 December 2018, one meetings was
held by the Nomination Committee to, among other things,
review the structure, size and composition of the board, assess
the independence of each of the independent non-executive
Directors, formulate the board diversity policy and recommend
to the board for approval. The Nomination Committee reviewed
the board diversity policy to ensure its effectiveness and
considered the Group achieved the policy since its adoption.

When identifying suitable candidates for directorship, the
Nomination Committee will carry out the selection process
by making reference to the skills, experience, education
background, professional knowledge, personal integrity and
time commitments of the proposed candidates, and also the
Company’s needs and other relevant statutory requirements
and regulations required for the positions. All candidates must
be able to meet the standards as set forth in Rules 3.08 and
3.09 of the Listing Rules. A candidate who is to be appointed
as an independent non-executive Director should also meet
the independence criteria set out in Rule 3.13 of the Listing
Rules. Qualified candidates will then be recommended to the
Board for approval.

The Nomination Committee met once to review the structure,
size and composition of the Board and the independence
of the Independent Non-executive Directors and to consider
the qualifications of the retiring directors standing for election
at the Annual General Meeting. The Nomination Committee
considered an appropriate balance of diversity perspectives of
the Board is maintained.
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CORPORATE GOVERNANCE FUNCTION

The Company’s corporate governance function is carried out by the
Board pursuant to a set of written terms of reference adopted by the
Board on 23 January 2015 in compliance with provision D.3.1 of the
CG Code, which include (a) to develop and review the Company’s
policies and practices on corporate governance; (b) to review and
monitor the training and continuous professional development of the
Directors and senior management of the Group; (c) to review and
monitor the Company’s policies and practices on compliance with
legal and regulatory requirements; (d) to develop, review and monitor
the code of conduct and compliance manual (if any) applicable to
employees of the Group and the Directors; and (e) to review the
Company’s compliance with the CG Code and relevant disclosure
in the corporate governance report of the annual report of the
Company.

BOARD PROCEEDINGS

Regular board meetings are held at quarterly intervals with additional
meetings convened as and when necessary to discuss the overall
strategic directions, the Group’s operations, financial performance,
and to approve interim and annual results and other significant
matters. For regular meetings, Board members are given at least
14 days prior notice and agenda with supporting papers are sent to
Directors not less than 3 days before the relevant meeting is held.
Directors may propose to the Chairman or the Company Secretary
to include matters in the agenda for regular board meetings.

Directors are requested to declare their direct or indirect interests, if
any, in any proposals or transactions to be considered by the Board
at board meetings and abstain from voting in favour of the related
board resolutions as appropriate.

Minutes of meetings of the Board and Board Committees are
kept by the Company Secretary in sufficient details of the matters
considered and decisions reached, including dissenting views
expressed, and are open for inspection on reasonable notice by any
Director. Draft and final versions of minutes are sent to all Directors
for their comments and records respectively within a reasonable time
after the board meeting is held.

All Directors have access to the advice and services of the Company
Secretary with a view to ensuring the Board procedures are followed.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

In accordance with the Company’s articles of association, a person
may be appointed as a Director either by the shareholders in general
meeting or by the Board. Any Directors appointed by the Board as
additional Directors or to fill casual vacancies shall hold office until
the next following general meeting, and are eligible for re-election
by the shareholders. In addition, all Directors are required to retire
by rotation at least once every three years at the annual general
meeting, and are eligible for re-election by the shareholders.

Mr. Yang Xuetai, being independent non-executive Director has
entered into an appointment letter with the Company for an initial
term of three years commencing from the Listing Date. Each of
Mr. Tso Sze Wai and Ms. Lee Kit Ying, Winnie have entered into an
appointment letter with the Company for a term of one year.

Each of Mr. Huang Wenji and Mr. Yang Guang, being executive
Directors and Mr. Tso Sze Wai, being an independent non-executive
Director will be subject to retirement and re-election at annual
general meeting of the Company in accordance with the Company’s
articles of association.

BOARD DIVERSITY POLICY

Pursuant to the CG Code, the Board adopted a board diversity
policy (the “Board Diversity Policy”) on 23 January 2015. The
Company recognises and embraces the benefits of diversity of Board
members. While all Board appointments will continue to be made on
a merit basis, the Company will ensure that the Board has a balance
of skills, experience and diversity of perspectives appropriate to the
needs of the Company’s business. Selection of candidates will be
based on a range of diversity perspectives, including but not limited
to gender, age, cultural and educational background, experience
(professional or otherwise), skills and knowledge.
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COMPANY SECRETARY

The Company has appointed Mr. Chiu Kung Wai, a member of
the Hong Kong Institute of Certified Public Accountant, who is an
employee of the Company as the Company Secretary. The Company
Secretary reported to the Board from time to time. All Directors
have access to the advice and services of the Company Secretary
to ensure that Board procedures, and all applicable laws, rules and
regulations are followed.

During the year under review, Mr. Chiu Kung Wai has taken not less
than 15 hours of relevant professional training and has fulfiled the
requirement pursuant to Rule 3.29 of the Listing Rules.

RISK MANAGEMENT AND INTERNAL CONTROLS

The Board is overall responsible for evaluating and determining
the nature and extent of the risks it is willing to take in achieving
the Group’s strategic objectives, and ensuring that the Group
established and maintained appropriate and effective risk
management and internal control systems.

The Audit Committee reviews the risk management and internal
controls that are significant to the Group on an on-going basis.
The Audit Committee would consider the adequacy of resource,
qualifications and experience and training of staff and external
advisor of the Group’s accounting, internal audit and financial
reporting function.

The management of the Group is responsible for designing,
maintaining, implementing and monitoring of the risk management
and internal control system to ensure adequate control in place to
safeguard the Group’s assets and stakeholder’s interest.

The Group has established risk management procedures to address
and handle the all significant risks associate with the business of the
Group. The Board would perform annual review on any significant
change of the business environment and establish procedures
to response the risks result from significant change of business
environment. The risk management and internal control systems are
designed to mitigate the potential losses of the business.
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The management would identify the risks associate with the business
of the Group by considering both internal and external factors and
events which include political, economic, technology, environmental,
social and staff. Each of risks has been assessed and prioritised
based on their relevant impact and occurrence opportunity. The
relevant risk management strategy would be applied to each type of
risks according to the assessment results, type of risk management
strategy has been listed as follow:

- Risk retention and reduction: accept the impact of risk or
undertake actions by the Group to reduce the impact of the
risks;

- Risk avoidance: change business process or objective so as to
avoid the risk;

— Risk sharing and diversification: diversify the effect of the risk
or allocate to different location or product or market;

= Risk transfer: transfer ownership and liability to a third party.

The internal control systems are designed and implemented to
reduce the risks associated with the business accepted by the
Group and minimise the adverse impact results from the risks. The
risk management and internal control system are design to manage
rather than eliminate the risk of failure to achieve business objectives,
and can only provide reasonable and not absolute assurance against
material misstatement or loss.

For the year ended 31 December 2018, the Group has engaged
an external advisory firm to undertake the internal audit function
to ensure the effectiveness and efficiency of the risk management
and internal control system of the Group. There is no significant
deficiency and weakness on the internal control system has
been identified by the external advisory firm for the year ended
31 December 2018.

The Board considered that, for the year ended 31 December 2018,
the risk management and internal control system and procedures
of the Group, covering all material controls including financial,
operational and compliance controls and risk management functions
were reasonably effective and adequate.
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FINANCIAL REPORTING AND AUDIT
FINANCIAL REPORTING

The Board acknowledges its responsibility to prepare the
Company’s financial statements which give a true and fair view of
the Group’s state of affairs, results and cash flows for the year and
in accordance with the Hong Kong Financial Reporting Standards
issued by the Hong Kong Institute of Certified Public Accountants,
and the disclosure requirements of the Hong Kong Companies
Ordinance. The Company has selected appropriate accounting
policies and has applied them consistently based on prudent and
reasonable judgments and estimates. The Board considers that
the Group has adequate resources to continue in business for
the foreseeable future and not aware of any material uncertainties
relating to events or conditions that may affect the business of the
Company or cast doubts on its ability to continue as going concern.
The responsibilities of Elite Partners CPA Limited, the Company’s
external auditor, with respect to financial reporting are set out in the
section headed “Independent Auditor’s Report” in this annual report.

REMUNERATION OF DIRECTORS AND SENIOR MANAGEMENT

Particulars of the Directors’ remuneration for the year ended
31 December 2018 are set out in Note 13 to the consolidated
financial statements.

Pursuant to code provision B.1.5 of the CG Code, the remuneration
of the members of the senior management (other than the Directors)
whose particulars are contained in the section headed “Biographical
Details of Directors and Senior Management” in this annual report for
the year ended 31 December 2018 by band is set out below:
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During the year, the Group engaged external auditors to perform
audit and non-audit services amounted to approximately
RMB606,000 and RMB165,000 respectively. The non-audit
services included primarily ESG reporting advisory, internal control
consultancy and reviewing certain financial information.
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HANDLING AND DISSEMINATION OF INSIDE INFORMATION

The Company has in place a policy on handling and dissemination
of inside information (“Policy”) which sets out the procedures
and internal controls for handling and dissemination of inside
information in a timely manner in such a way so as not to place
any person in a privileged dealing position and to allow time for the
market to price the listed securities of the Company with the latest
available information. This Policy also provides guidelines to staff
of the Company to ensure proper safeguards exist to prevent the
Company from breaching the statutory disclosure requirements. It
also includes appropriate internal control and reporting systems to
identify and assess potential inside information. Dissemination of
inside information of the Company shall be conducted by publishing
the relevant information on the websites of the Stock Exchange and
the Company, according to the requirements of the Listing Rules.

COMMUNICATION WITH SHAREHOLDERS AND
SHAREHOLDERS’ RIGHTS

The Company aims to, via its corporate governance structure, enable
all its shareholders an equal opportunity to exercise their rights in
an informed manner and allow all shareholders to engage actively
with the Company. Under the Company’s articles of association,
the shareholder communication policy and other relevant internal
procedures of the Company, the shareholders of the Company enjoy,
among others, the following rights:

(I)  PARTICIPATION AT GENERAL MEETINGS

The general meetings of the Company provide an opportunity
for direct communication between the Board and the
shareholders. The Company encourages the participation of
the shareholders through annual general meetings and other
general meetings where the shareholders meet and exchange
views with the Board, and to exercise their right to vote at
meetings. The Company shall arrange notices of meetings
and circulars containing details on proposed resolutions to be
sent to the shareholders no less than 20 business days before
the meeting. At general meetings, separate resolutions are
proposed on each substantial issue, including the election of
individual Directors.
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CORPORATE GOVERNANCE REPORT

ENQUIRIES AND PROPOSALS TO THE BOARD

The Company encourages shareholders to attend
shareholders’ meetings and make proposals by either directly
raising questions on both operational and governance matters
to the Board and Board Committees at the general meetings
or providing written notice of such proposals for the attention
of the Company Secretary at the principal place of business of
the Company in Hong Kong currently situated at Room 904,
Loon Kee Building, 275 Des Voeux Road Central, Hong Kong
or via email to enquiry@jcumbrella.com.

CONVENING EXTRAORDINARY GENERAL MEETINGS

The Directors may, whenever they think fit, convene an
extraordinary general meeting. Extraordinary general meetings
shall also be convened on the requisition of 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
having the right of voting at general meetings. Such requisition
shall be made in writing to the Directors or the Company
Secretary and deposited at the principal place of business
of the Company in Hong Kong currently situated at Room
904, Loon Kee Building, 275 Des Voeux Road Central, Hong
Kong, for the purpose of requiring an extraordinary general
meeting to be called by the Directors for the transaction of any
business specified in such requisition. Such meeting shall be
held within two months after the deposit of such requisition.
If within twenty-one (21) days of such deposit the Directors
fail 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 Directors shall be reimbursed to the
requisitionist(s) by the Company.

There are no provisions under the Company’s articles of
association or the Companies Law, Cap 22 (Law 3 of 1961,
as consolidated and revised) of the Cayman Islands regarding
procedures for shareholders to put forward proposals at
general meetings other than a proposal of a person for election
as director. Shareholders may follow the procedures set out
above to convene an extraordinary general meeting for any
business specified in such written requisition.
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(V)

The notice of annual general meeting together with the
accompanying circular setting out the relevant information as
required under the Listing Rules are sent to shareholders at
least 20 clear business days prior to the meeting. Poll voting
has been adopted for decision-making at shareholders’
meetings to ensure that each share is entitled to one vote.
Details of the poll voting procedures are set out in the circular
sent to shareholders prior to the meeting and explained at
the commencement of the meeting. Voting results are posted
on the Company’s website on the day of the annual general
meeting.

PROCEDURES FOR PROPOSING A PERSON FOR ELECTION AS
A DIRECTOR

Pursuant to the Article 113 of the articles of association of
the Company, 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 notice in writing of the intention to propose
that person for election as a Director and notice in writing by
that person of his willingness to be elected shall have been
lodged at the head office or at the registration office of the
Company. The period for lodgement of the notices required
will commerce 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 days prior to the date of such general
meeting and the minimum length of the period during which
such notices to the Company may be given will be at least
seven days.

CONSTITUTIONAL DOCUMENTS

During the year ended 31 December 2018, there was no change in
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the memorandum and articles of association of the Company.
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ENVIRONMENTS
EMISSIONS

The Group’s umbrella manufacturing business closely relates to
environmental protection — one of the core values of the Group. As
a leader of Asia’s umbrella industry, the Group follows closely the
relevant laws and regulations implemented and specific actions
taken by different countries on the reduction of greenhouse gas
emission.

Violating the environmental regulations may result in temporary
suspension of production. During the year ended 31 December
2018, the Group did not aware of any non-compliance with these
environmental regulations.

Emissions management

The Group repeatedly implemented energy saving projects and
replacement of high carbon emissions as measures in order to
establish emission reduction and energy saving. The Group’s
factories during the production are completely based on ISO 14001
standard, the environmental management system.

It is the view of the Group that POE and nylon used for the
productions of their umbrella business are the most critical
environmental concerns of the Group and its stakeholders.
Further, the machineries used for their production are powered by
electricity, which will result in a certain amount of carbon footprint.
Therefore, the Group has established policies to limit emissions from
the production by ensuring the efficient use of frequent facilities
checking.

Air emissions

There is also some indirect emission, the Group used paper, vehicle
and flight during the year ended 31 December 2018 for supporting
the business operation. During the year ended 31 December 2018,
the use of 17,038 liter of unleaded petrol lead to an air emission
of nitrogen oxides (“NOx”), sulphur oxides (“SOx”) and respiratory
suspended particles (“RSP”, also known as Particulate Matter (‘PM”))
were about 164.7 kg, 0.25 kg and 1.3 kg respectively, which were
mainly produced from the company vehicles.
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RE #H#S8RERRE

Greenhouse gas (GHG) emissions

The Group has constantly updated with the local legislation and
standards for environmental protection and assessed whether
these legislations and standards are related to the business of the
Group and the Group’s compliance status. During the year ended
31 December 2018, the Group has complied with environmental
laws and regulations applicable to the Group’s business. The Group
will continue looking for ways to reduce CO, emissions and land
contamination.

Greenhouse gas (GHG) emissions
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Scope 1 — direct emissions from the use of
motor vehicles

Scope 2 - indirect emissions from acquired
electricity
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44 .4 tons

5,747.0 tons 4§

Scope 3 - indirect emissions from paper waste &3 E3— R EIE 5 R B RE 4 I L R R sk 29.1 tons If
disposed at landfills and business N B ZEIRE R PR
travel by air flight or train
Total GHG emissions BERBEAENRE 5,820.5 tons M
Intensity of GHG emissions per unit of production BEEEBEMNREERBEREE 0.25kg T
Waste productions BEY

The non-hazardous waste discharged by the Group belongs to basic
household garbage and 337 tons of non-hazardous waste were
generated during the year ended 31 December 2018, which was
recycled by a garden construction company.

Waste production was mainly attributed to the domestic wastes of
office. Throughout the Group, the following actions have been taken
to reduce waste productions:

- communicate through e-mails to reduce the use of papers;

- double-sided printings; and

- reuse single-sided printed papers.
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USE OF RESOURCES

Energy consumption

The Group is committed to consume efficiently the resources during
production. For the year ended 31 December 2018, the Group
aims to reduce consumption through more targeted efforts by
participating in an energy conservation programme.

The Group engaged in production has taken to restrict control of
discharging waste into the air, land and water. It is the Group’s
policies to maintain the manufacture process in an efficient and
effective manner. The Group strived to mitigate the environmental
impact of its umbrella producing activities. Also, the Group ensured
waste water is properly connected to municipal sewage system and
all land waste is send to municipal solid waste management plant
during production.

For the year ended 31 December 2018, the Group minimizes the
materials used in the manufacturing process so as to maximize the
resource efficiency of our operations. The Group makes a record
of the amount of material used to reduce unnecessary waste
of materials. The Group uses appropriate tools to further avoid
excessive use of components and materials in the manufacturing
process.

In 2018, the Group constantly pursued the efficient use of resources.
The Group also rationalized planning equipment layout and
operational processes to reduce the waste of energy and resources
generated during the production process. The Group produced
over 12.5 million (2017: 17.4 million) POE umbrellas, 11 million
(2017: 8.2 million) nylon umbrellas and other umbrella parts. It is the
Group’s policy to maintain the manufacture process in an efficient
and effective manner to reduce accordingly the energy waste in the
production.
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RE #H#S8RERRE

The details of the consumption of natural resources used in
production is summarised as below:

Consumption of resources = DiF 7

Water 7K

Water intensity (per unit of production) RKkRE (BEE
Electricity BN

Electricity intensity (per unit of production) HEER(BEE
Paper AR

Paper usage intensity (per office staff) REEE (FRi

The water intensity and the electricity intensity drop 1.8% and
11.4% respectively. This is the key for the Group to attribute to the
environmental friendly strategies. The Group is committed to perform
regular assessment in analysing data in aims for better management
in the use of resources.

Packaging materials

The packaging materials used by the Group are primarily plastic
wrapping films and carton boxes, of which the sizes are determined
according to the requirements of different customers. Despite the
use of packaging materials to the products, the Group makes every
effort to minimise the wastage of resource. During the year ended
31 December 2018, the Group consumed about 0.53 million carton
boxes, 0.96 million plastic bags and 139 tonnes of plastic wrapping
film.

THE ENVIRONMENT AND NATURAL RESOURCES

The Group has been promoting the sustainable use of natural
resources. For example, Polyvinyl Chloride (“PVC”) is relatively
cheap, easy to assemble and is durable. However, PVC degrades
very slowly, and can release toxic when being burn. The Group
has therefore been using POE to manufacture its products. POE is
an environmental friendly fabric for an umbrella’s canopy, which is
free of Azo and heavy metal Chromium. POE is also biodegradable
and recyclable and is an environmentally friendly substitute for PVC.
Also, the Group has policies for daily inspection and maintenance in
order to maintain the facilities’ efficiency.
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EMPLOYMENT AND LABOUR PRACTICES
EMPLOYMENT

As a labour-intensive industry, the Group’s success would greatly rely
on the effort contributed by employees of the Group. For the year
ended 31 December 2018, the total number of the employees of the
Group in China was 1,592, including 10 executives, 14 managers,
346 officers and 1,223 workers. The gender ratio between male and
female as of 31 December 2018 was at 1:0.86.

The Group has adopted practices and policies of Labour Law of the
People’s Republic of China (F#E ARZEMEILE)%E) , Labour
Contract Law of People’s Republic of China (F#E AR LMEH
BE)AFIEA) and other relevant laws. The Group had in place
human resources management system that contain specific terms
to address compensation and dismissal, working hours, rest periods
and other benefits and welfare for our staff. The Group’s employee
handbook distributed to employees also highlight important
information of policies on compensation, employee benefits, rights
on termination, business conduct and leave benefits.

Staff details are categorised by gender and age group are as follow:

47%
Gender 53%

]

Male Female

By "un

During the reporting period, the Group did not aware of any material
non-compliance relating to compensation and dismissal, recruitment
and promotion, working hours, rest periods, equal opportunity,
diversity, discriminations.
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RE #H#S8RERRE

HEALTH AND SAFETY

In order to minimise workplace incidents and put the health and
safety of the staffs as the priority of productions, the Group has
established a set of staff handbooks, which included aspects such
as safety policies. Every worker was required to follow safety
instructions. During that year, the Group has no reported incidents of
non-compliance with regulations concerning workplace health and
safety.

Workplaces are equipped with fire and safety facilities to prevent
and control outbreak of fire accidents. Also, the functionality of the
fire facilities has been regularly checked, for example, fire exits were
always constantly kept clear. Staff had been trained and possess
basic knowledge in using fire extinguishing equipment. Fire drills
have also been regularly conducted. There are strict requirements
for staff in clothing, access of non-operational staff, and knowledge
of workplace hazards to ensure the safety of our employees.

The Group no reported work injuries and work-related fatalities
during the year ended 2018. The Group will continue to improve the
safety management system in order to protect employees’ health
and safety in workplace.

DEVELOPMENT AND TRAINING

The Group encourages its employees to advance and improve
themselves pursuing further development. Therefore, the Group
has held various internal and external training programs to further
develop its workforce. Regularly, staffs would be assigned to attend
training courses such as management certificate studies, first aids
training, and top-up courses for specialized skills.

During the year ended 31 December 2018, there are over 3,569
participants in total for every month’s training course. The male to
female ratio of participants is 1:0.8. Subjects included orientation,
pre-job training, on-the-job training, fire safety, professional skill
and so on. Then, Company would gather back feedback and
recommendations from staffs to further improve the quality and
effectiveness of training.
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LABOUR STANDARDS

The Group strictly complied with Labour Contract Law of the
People’s Republic of China ((RFZEAREFMHLEHE FE) ).
According to the Law of the PRC on the Protection of Minors and
as stipulated by the Labour Law of the PRC in terms of employment
management, there is neither child nor forced labour in our Group’s
operation. For the year ended 31 December 2018, no employees
of the Group aged under 16. Further, there had not been any no
dispute between the Group and its teams of staff.

OPERATING PRACTICES
SUPPLY CHAIN MANAGEMENT

In order to maintain long term relationship with its suppliers for
ensuring stable supply, the Group establishes a comprehensive
vertical supply chain management system through supplier screening
and management and resource integration. The Group has 789
suppliers while about 97% of supplier located in the Mainland China
and other suppliers are mainly from other Asian countries. Raw
materials suppliers are the major suppliers of the Group. Thus, the
Group would evaluate the performance of the major vendors of the
Group, on whether the quality of raw materials have passed the
Group’s requirement and standards. Raw material that does not
qualify will be returned to supplier.

The quality and safety of sanitary ware is top priorities of the Group.
The Group are committed to ensure its supply chain is operating
as efficiently as possible to ensure its products are safe and
standardised. Greater emphasis is placed on the communication
and relationship with the suppliers towards sustainable development.

PRODUCT RESPONSIBILITY

The Group has put the product quality as its first priority as the
performance of the product can directly affect the relationship with
customers as well as the reputation of the business. Therefore, the
Group has already been focusing on meeting customer expectations
and delivering customer satisfaction by introducing ISO 9001.
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To improve the product quality management of the Group, the
Group strive to identify product quality problems earlier and
address the problems promptly. This promote the protection of the
company’s credibility and enhance the Company’s market share.
As a testament of this, the Company uses “Plastic umbrella product
standards and test methods” (¥8 B #k & @RiZ £ K% 5 7 %) and
“Nylon umbrella product standards and test methods” (/& BE 2k &
ZELEE L) to control the quality. Quality control covers raw
materials quality control, manufacturing process quality control and
finished product quality control.

The products of the Group are subjected to the Product Quality
Law of the People’s Republic of China (FREARKXFMEERE 2
%) which ensure the company’s responsibility to compensate for
damages done to persons or property in case of defected products.
For the year ended 31 December 2018, the Group did not have any
products returned due to safety or health problems or any complaint
received from our customers. In order to protect consumer data and
privacy, client information is kept confidentially and destroyed on a
timely basis.

ANTI-CORRUPTION

The Group sees integrity as the key for sustainable development of
the Group. The Group strives to maintain high standards of business
integrity in its operation, the Group has no tolerance towards any
corruption, fraud, money laundering, bribery, and extortion. During
this financial year, the Group did not have any violation of laws and
regulations relevant to the activity of the Group, such as Criminal law
of the People’s Republic of China (I A R EFMEFE) and the
Anti-Unfair Competition Law of the People’s Republic {F13E A R #
MBERPDEZBHEFIE) .

The Group also sees that a management system with good moral
integrity and anti-corruption mechanisms is the cornerstone for
sustainable and healthy development of the Group. The Group
has in place procedures to comply with guidelines on anti-
money laundering and counter-terrorist financing. Any suspicious
transactions would be notified and reported to the relevant governing
body by a responsible officer.

During the year ended 31 December 2018, the Group did not aware
of any non-compliances of anti-corruption.
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COMMUNITY INVESTMENT

In order to be a good business leader, it is the Group’s believe that
it is fundamental to be a good community leader: The Group see
this as a responsibility of being a successful company. As such,
the Group believes in giving back to the society. The Group makes
effect in evaluating community programmes that prompts the same
ideology of the Group and the Group makes substantial monetary
contributions.  This year, the Group has donated RMB 70,000 to
various recognised charity organisations, including Yongchun Charity
Federation (“‘’kHFZZ4# & ). The Group will continue to support a
wide range of area of contributions, including education, medicals,
women’s rights by supporting these and other similar organisations.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT

EERENEEABBEFE

DIRECTORS
EXECUTIVE DIRECTORS

Mr. Huang Wenji ( =X %) , aged 50, is the Chairman of the Board.
Mr. Huang was appointed as a Director on 12 June 2014 and
re-designated as an executive Director on 25 September 2014. He
founded our Group in May 1996 and is responsible for the overall
management, strategic development and major decision-making
of our Group. Mr. Huang is a Controlling Shareholder. Mr. Huang
completed his secondary education in the PRC in July 1987.

Mr. Yang Guang (#53%) , aged 50, was appointed as an executive
Director on 25 September 2014. He joined our Group in November
2007 as financial controller as well as secretary to the board of
directors of Fujian Jicheng Umbrella Co., Ltd. (i@ MR ¥ A

A F]) (“Fujian Jicheng”). Mr. Yang has been the deputy general
manager of Fujian Jicheng since November 2010, and is responsible
for supervising our Group’s production. He worked for A& 45 %k 8
A% 12 B R A &) (Daye Special Steel Co., Ltd.) as finance officer from
November 1999, and was promoted to finance manager in August
2001. He then worked for t&i&)8 &£ B AR A A (Fujan Xunxing
Group Company Limited) as finance manager from May 2002 to
October 2007. Mr. Yang graduated from Zhongnan University of
Economics with finance major in July 1994.

Mr. Lin Zhenshuang (# 5 %), aged 40, was appointed as an
executive Director on 25 September 2014. He joined our Group
in August 2001 and is the manager of the international business
department of Jinjiang Jicheng Industry Co., Ltd. (& T £mME T H
fR27A]) (“Jinjiang Jicheng”). He is responsible for supervising our
Group’s sales and marketing operations. Mr. Lin graduated from
Huagiao University with a diploma in Japanese Language in June
2000.

Mr. Chung Kin Hung, Kenneth ($Z{£7%f) , aged 52, was appointed an
executive Director of the Company on 13 April 2015. He has more
than 10 years’ experience in project management and business
strategic planning. Mr. Chung worked as a production manager
in the field of consumer electronics products for over 5 years and
his responsibilities mainly focused on overseeing the production
process. Mr. Chung is responsible for the strategic planning and
finance of the Group.
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BIOGRAPHICAL DETAILS OF DIRECTORS AND SENIOR MANAGEMENT
EENGREBAEEREFFS

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tso Sze Wai (& B %), aged 48, was appointed as an
independent non-executive Director on 7 October 2016. Mr. Tso
holds a Bachelor degree in Commerce awarded by University
of New South Wales, Australia and a postgraduate diploma in
Computing in the University of Western Sydney, Australia. He is a
member of the Hong Kong Institute of Certified Accountants. He has
over 20 years of experience in accounting, corporate finance and
corporate secretarial matters. He is currently the financial controller
and company secretary of Green Energy Group Limited, a company
listed on the Main Board of the Stock Exchange (Stock Code: 979).
Prior to that, he had held senior management positions in a number
of listed companies in Hong Kong and Singapore.

Mr. Yang Xuetai (#5522 KX), aged 45, was appointed as an
independent non-executive Director on 23 January 2015. Mr. Yang
graduated from China Academy of Art with a bachelor degree in
industrial design in July 1998 and a master degree in art in January
2010. He has been working for the art faculty of The Huagiao
University as assistant professor since 2010. He had also been a
visiting scholar of Tunghai University in Taiwan for five months in
2012.

Ms. Lee Kit Ying, Winnie (Z=452%) | aged 45, was appointed as an
independent non-executive Director on 21 August 2015. Ms. Lee
holds a Postgraduate certificate in Business Administration from
The Open University of Hong Kong and Diploma in Accounting from
The University of Hong Kong, School of Professional and Continuing
Education. Ms. Lee has over 20 years of experience in finance and
administration. She has worked for various foreign and multi-national
organisation.

SENIOR MANAGEMENT

Mr. Liu Liangping (2| R ) , aged 50, is the manager of the Group’s
research and development department. He joined our Group in
2000 as manager of the production department of Jinjiang Jicheng.
He has later become the manager of the Group’s research and
development department and is responsible for supervising our
Group’s product design, and research and development operations.
Mr. Liu completed his secondary education in the PRC in June 1986.

BAFHITES

ERALE B N_T—R"FTALRE
RERBIUFRNITEZ -ERERFARMA
MEBTASHELEUBMNEEREARR
ERBERAEENR-BRELEGAMAES
- Resit bXRPBREXEWEETE AR
B20F K5 - B AT WEEM A ER LR
A ERRMREEAGR AR (BHAR:
979) X B BER A RIME - UL Z BT KB
REBRFNMEZHE LT ARHESRER
BB

BEREE 455 RZE—RAF—A=+=
AEZAERBILHENTEST - HBEER
—NWNANFERAEERPEEMNBM  BS
TERFELEN TR _T—ZTF— AH
BEMBELTBEMA-FE T —ZFTFLE—ER
EFREXWMRTINHBE -FIAR 2T —=
FHEAEBRSABETREAZHBESE-

TRHERLL 5K RE-—AFN\A-+—
BERIRBUATEST FRLIHAES
BARABRERNIAEEREZEREE
REEXEEERBERNEFEXNR-FTL
TR R TR A B20F R R o %
RERIERBEEEBET(E-

BREEE

BIRFELE 505 RAKEEILE K
R-ZETEMRAAEE EESIEKE
EERPARIE o 2 1% » RN ARANEE 2 AT B R4S IR -
BEEEAKEZERRTARTESES-
BIEER—NNARFERARERE KD EHR
5o

ANNUAL REPORT 2018
20184 F 3§

41



REPORT OF THE DIRECTORS
EEERE

The Directors are pleased to present the annual report together with
the audited consolidated financial statements of the Group for the
year ended 31 December 2018.

PRINCIPAL PLACE OF BUSINESS

The Company was incorporated in the Cayman Islands. The Group’s
principal place of business is in the PRC.

PRINCIPAL ACTIVITIES

The principal activities of the Group are manufacture and sale
of umbrella. The principal activities and other particulars of the
subsidiaries are set out in note 31 to the financial statements.

BUSINESS REVIEW

A business review in respect of the Group’s performance for the year
ended 31 December 2018 and the material factors underlying its
results and financial position, principal risks and uncertainties facing
the Group, as well as the Group’s environmental policies, are set out
in the section headed “Management Discussion and Analysis” on
pages 6 to 14 of this report.

ENVIRONMENTAL POLICIES AND COMPLIANCE WITH LAWS
AND REGULATIONS

The Group is committed to the long term sustainability of the
environment and communities in which it operates. The Group is
committed adopt effective measures to achieve efficient use of
resources, energy saving and waste reduction. We strive to minimize
our environmental impact by energy saving, recycling of used
papers, office supplies and other materials. For details, please refer
to the section headed “Environmental, Social and Governance (ESG)
Report” on pages 31 to 39 of this report.

During the year, the Group was not aware of any incidence of
non-compliance with the relevant laws and regulations that have a
significant impact on the Group’s business and operations.
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RELATIONS WITH KEY STAKEHOLDERS

The Board recognises that our employees are one of the greatest
assets contributing to the Group’s future success. The Group
strives to motivate its employees with competitive remuneration
package and opportunities for advancement and improvement
of their skills to attract and retain our employees. The Board
reviews the remuneration package of our employees annually and
makes necessary adjustments to conform to the prevailing market
practices. The Group also adopted share options scheme to reward
the contribution of the employees as an incentive.

The Board also strives to develop long-standing and good
relationships with our customers and suppliers in order to achieve
the Group’s long-term goals.

During the year, there was no significant dispute between the Group
and our business partners.

MAJOR CUSTOMERS AND SUPPLIERS

During the year ended 31 December 2018, aggregate sales to the
Group’s largest and top five customers accounted for approximately
25.1% (2017: approximately 23.9%) and approximately 73.8%
(2017: approximately 69.4%), respectively, of the Group’s total
Revenue for the year.

During the year ended 31 December 2018, aggregate purchases
from the Group’s largest and top five suppliers of raw materials
accounted for approximately 12.6% (2017: approximately 19.6%)
and approximately 40.9% (2017: approximately 30.9%), respectively,
of the Group’s total purchases for the year.

At no time during the year have the Directors, their associates or
any Shareholder of the Company (who or which to the knowledge
of the Directors owns more than 5% of the Company’s issued share
capital) had any interest in the Group’s top five customers and
suppliers.
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FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the
Group for the latest five financial years is set out on page 136 of
the annual report. This summary does not form part of the audited
consolidated financial statements.

FINANCIAL STATEMENTS

The profit of the Group for the year ended 31 December 2018 and
the state of the Company’s and the Group’s affairs as at that date
are set out in the financial statements on pages 61 to 135 of the
annual report.

PROPERTY, PLANT AND EQUIPMENT

Details of movements in property, plant and equipment of the Group
during the year ended 31 December 2018 are set out in note 15 to
the financial statements.

RESERVES

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

DISTRIBUTABLE RESERVES

There was no reserve available for distribution to the shareholders of
the Company as at 31 December 2018.

DIVIDEND

The Directors do not recommend the payment of a final dividend for
the year ended 31 December 2018.
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DIVIDEND POLICY

The Board regularly reviews and manages its capital structure to
ensure an optimal capital structure and shareholder returns when its
dividend policy considers:

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

° return on equity and other corresponding restrictions of the
Group;

° the Group’s capital requirement and surplus;
o the Group’s liquidity position;

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

° other factors that the Board deems relevant.

The Board will continue to review the Group’s dividend policy from
time to time and there can be no assurance that dividends will be
paid in any particular amount for any given period. The payment of
dividend is also subject to any restrictions under the applicable laws
and the Company’s Articles of Association.

CHARITABLE DONATIONS

During the year, the Group donated approximately RMB71,000
(2017: approximately RMB1 million).

SHARE CAPITAL

Details of movements in the share capital of the Company during the
year are set out in note 26 to the financial statements.
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SUFFICIENCY OF PUBLIC FLOAT

Based on the information that is publicly available to the Company
and within the knowledge of the Directors of the Company as at the
latest practicable date prior to issue of this report, the Company has
maintained the prescribed public float under the Listing Rules.

PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights under the Company’s
articles of association or the laws of the Cayman Islands where the
Company was incorporated.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S
LISTED SECURITIES

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

DIRECTORS

The Directors during the financial year and up to the date of this
report were:

EXECUTIVE DIRECTORS

Mr. Huang Weniji

Mr. Yang Guang

Mr. Lin Zhenshuang

Mr. Chung Kin Hung, Kenneth

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Tso Sze Wai
Mr. Yang Xuetai
Ms. Lee Kit Ying, Winnie

Pursuant to Article 108 and Article 112 of the Company’s articles of
association, Mr. Huang Wenji and Mr. Yang Guang being executive
Directors, and Mr. Tso Sze Wai, being an independent non-executive
Director shall retire at the forthcoming annual general meeting. All
the retiring Directors are eligible for re-elections.

During the year and up to the date of this Directors’ Report,
Mr. Huang Weniji, Mr. Yang Guang, Mr. Lin Zhenshuang and
Mr. Chung Kin Hung, Kenneth are also directors of certain
subsidiaries of the Company. Other director of the Company’s
subsidiaries include Mr. Chen Ruixin.
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DIRECTORS’ SERVICE CONTRACTS

None of the Directors, including those proposed for re-election at
the forthcoming annual general meeting, has a service agreement
which is not determinable by the Company within one year without
payment of compensation (other than statutory compensation).

MANAGEMENT CONTRACTS

No contracts concerning the management and administration of
the whole or any substantial part of the business of the Group were
entered into or in existence during the year ended 31 December
2018.

CONFIRMATION OF INDEPENDENCE

The Company has received from each of the independent
non-executive Directors an annual confirmation of independence
pursuant to Rule 3.13 of the Listing Rules and considers all the
independent non-executive Directors to be independent.

DIRECTORS’ AND CHIEF EXECUTIVES’ INTERESTS IN
SECURITIES

As at 31 December 2018, the interests or short positions of
the Directors and the chief executive in the Company’s shares,
underlying shares or debentures of the associated corporations of
the Company, within the meaning of Part XV of the Securities and
Futures Ordinance (the “SFO”) which will have to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8
of Part XV of the SFO (including interests and short positions which
he is taken or deemed to have under such provisions of the SFO) or
which will be required to be notified to the Company and the Stock
Exchange pursuant to the Model Code, were as follows:

LONG POSITIONS IN THE COMPANY
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Name of Director Nature of interests Capacity
BExps Bzt E 514
Mr. Huang Weniji (Note) Long position Interest in a
controlled
corporation
BXERE (KF) e REZEHEE R R
Note:

Jicheng Investment Limited is wholly and beneficially owned by Mr. Huang
Weniji. Accordingly, Mr. Huang Weniji is deemed to be interested in the shares
held by Jicheng Investment Limited under the SFO.
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Saved as disclosed above, as at the date of this report, none of
the Directors and the chief executives of the Company and their
respective associates had any interests and short positions in the
shares, underlying shares or debentures of the Company or any of
its associated corporations (within the meaning of Part XV of the
SFO) as recorded in the register of the Company required to be
kept under Section 352 of the SFO or as otherwise notified to the
Company and the Stock Exchange pursuant to the Model Code.

INTERESTS AND SHORT POSITIONS OF SUBSTANTIAL
SHAREHOLDERS

As at 31 December 2018, the persons or corporations who had an
interest or short position in the shares or underlying shares of the
Company which were required to be disclosed to the Company
under the provisions of Division 2 and 3 of Part XV of the SFO, or
which were recorded in the register to be kept under section 336 of
the SFO were as follows:

B EXWEEIN RARE B RRAAF
RIBEH LB IRIIE2FEAFENER
ATl RARBIRE TR MG AR K
RAE BBEEERARRAIETRAER
®ER B NEBE ARKNR R E E A HEE

(E&ERESFLIEGROIFEXVER) BB -
B S EERET R AR AR -

FTERRNESZRKXE

RZEBE-—NEFE+ZRA=+—H NATALs
EERARE R KRB FHEBREE
75 R EE R B XV #8552 % 37 BRI SR R A
DA FE SRC BN IR B 5 S B B {5 11 55336
FREMFEECMAOERIOKR

Approximate
Number of percentage of
Nature of interests Capacity Shares shareholding
ERtE 20 R4 E B BasRES
Jicheng Investment Limited LLong position Beneficial owner 2,462,818,000 65.05%
e EnEBA
Mr. Huang Wenii (Note 1) Long position Interest in a 2,462,818,000 65.05%
controlled corporation
BEXELE (B Sy REZESEE R R
Ms. Chen Jieyou (Note 2) Long position Interest of spouse 2,462,818,000 65.05%
PBRER B A+ (PfdsE2) HE [k g
Notes: B 5
1. Jicheng Investment Limited is wholly and beneficially owned by 1. Jicheng Investment Limited i & XX &L £ 2

Mr. Huang Wenji. Accordingly, Mr. Huang Wenji is deemed to be
interested in the shares held by Jicheng Investment Limited under
the SFO.

2. Ms. Chen Jieyou is the spouse of Mr. Huang Wenji and accordingly
is deemed to be interested in the shares in which Mr. Huang Weniji
has interest under the SFO.
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Save as disclosed above, as at the date of this report, the Directors
were not aware of any other persons or corporation having an
interest or short position in shares or underlying shares of the
Company which were required to be disclosed to the Company
under the provisions of Division 2 and 3 of Part XV of the SFO,
or which were recorded in the register required to be kept under
section 336 of the SFO.

CONNECTED TRANSACTIONS AND CONTINUING CONNECTED
TRANSACTIONS

During the year ended 31 December 2018, except for those
disclosed in note 29 to the financial statements, the Group had
no material connected transactions and continuing connected
transactions between the Group and its connected persons (as
defined under the Listing Rules) which are subject to the reporting,
announcement and the independent shareholders’ approval
requirement under the Listing Rules.

DIRECTORS’ INTEREST IN CONTRACTS

No contract of significance to which the Company, or any of its
holding company, subsidiaries or fellow subsidiaries was a party,
and in which a Director of the Company had a material interest,
subsisted at the end of the year or at any time during the year.

EQUITY-LINKED AGREEMENTS

Save for the share option scheme of the Company as disclosed in
the section headed “Share Option Scheme” below, no equity-linked
agreements were entered into by the Group, or existed during the
year.

PERMITTED INDEMNITY PROVISION

Under the Articles of Association, every Director or other officers of
the Company acting in relation to any of the affairs of the Company
shall be entitled to be indemnified against of the Company shall be
entitled to be indemnified against all actions, costs, charges, losses,
damages and expenses which he/she may incur or sustain in or
about the execution of his/her duties in his/her office. The Company
has arranged appropriate insurance cover in respect of legal action
against its Directors and officers.
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NON-COMPETITION UNDERTAKING BY CONTROLLING
SHAREHOLDERS

The independent non-executive Directors have also reviewed the
confirmation given by Mr. Huang Wenji and Jicheng Investment
Limited, being controlling shareholders (the “Controlling
Shareholders”) of the Company, to ensure their compliance with the
non-competition undertakings as disclosed in the prospectus (the
“Prospectus”) of the Company dated 3 February 2015.

OTHER UNDERTAKINGS BY CONTROLLING SHAREHOLDERS

As disclosed in the Prospectus, the Controlling Shareholders have
also undertaken to indemnify the Group against all actions, claims,
demands, proceedings, costs and expenses, losses and liabilities
whatsoever made, suffered or incurred by the Group arising from (i)
the restructuring and reorganisation undergone by the Group on or
before the date on which the global offering becomes unconditional;
or (i) the Group’s non-compliance with the PRC laws, rules and
regulations as disclosed under the paragraph headed “Business —
Non-compliance” of the Prospectus. No provision has been made
for the above during the year ended 31 December 2018.

CONTRACTS WITH CONTROLLING SHAREHOLDERS

There had been no contract of significance between the Company
or any of its subsidiaries and controlling shareholders (as defined in
the Listing Rules) of the Company or any of its subsidiaries during
the year.

COMPETING BUSINESS

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

50 CHINA JICHENG HOLDINGS LIMITED

PEISKERERA A

ERBRENAHEFAR

B IEMITER MO BRI RNERR ([1E
% A% 5 )EX%?&E&Jloheng Investment
Limited W FERE  UHBRAKEE S EL—rT
FARHZ(FBEERARARBHE AT —
FZA-AZHARER([BRER])) -

PR IR R 2 H At A EE
AN ERZ TR B IR R IR E A

AEERNAEEREHREERREGEZ
Bz AETTERSEM (i) BIRER %
B-Taf] —BABEBEAEEERTEDR
BBIEMER 2 EHAoI MR ER
HELENABITE el BR EFERF
RARRX BRREEMEAEEELR
BEREBE-ARARBE_ZE-NF+_A
=t—BUEFEREN LRBRFTREE-

EERRRNELH

N B Sk A A ] B B A B B AR A A Sk H A
B ARIMERRKRR (Ex R EMRADRE
A uT_LEj( B

BmERE
MESEARESENTABREARLSEM
AR EBERKAE T%W%%%E’J%f%

s BN SR A (T fr] EL Al ) 25 By 28



SHARE OPTION SCHEME

The Company adopted the Share Option Scheme on 23 January
2015 for the purpose of rewarding certain eligible persons for
their past contributions and attracting and retaining, or otherwise
maintaining on-going relationships with, such eligible persons who
are significant to and/or whose contributions are or will be beneficial
to the performance, growth or success of the Group. Subject to the
earlier termination of the Share Option Scheme in accordance with
the rule thereof, the Share Option Scheme shall remain in force for a
period of ten years commencing on the Listing Date.

Eligible participants of the Scheme include any proposed, full-time
or part-time employees, executive or officers of the Company or
any of its subsidiaries; any directors or proposed director (including
non-executive director and independent non-executive directors)
of the Company or any of its subsidiaries; any direct or indirect
shareholder of the Company or any of its subsidiaries; and any
advisers, consultants, suppliers, customers and agents to the
Company or any of its subsidiaries.

The maximum number of shares which may be issued upon exercise
of all options to be granted under the Share Option Scheme and any
other schemes of the Group shall not in aggregate exceed 10% of
the shares in issue as at the date of the shareholders’ approval in
general meeting, i.e. 378,600,000 shares of the Company. Subject
to the issue of a circular by the Company and the approval of the
shareholders in general meeting and/or such other requirements
prescribed under the Listing Rules from time to time, the Board may:

(i) renew this limit at any time to 10% of the shares in issue as
at the date of the approval by the shareholders in general
meeting; and/or

(ii) grant options beyond the 10% limit to eligible participants
specifically identified by the Board.
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Notwithstanding the foregoing, the maximum number of shares to
be issued upon the exercise of all outstanding options granted and
yet to be exercised under the Share Option Scheme and any other
share option scheme of the Group must not in aggregate exceed
30% of the shares of the Company in issue from time to time.

The maximum number of shares issuable upon the exercise of
options granted under the Share Option Scheme and any other
share option scheme adopted by the Group (including both
exercised or outstanding options) to each grantee within any
12-months period, is limited to 1% of the shares of the Company in
issue at any time. Any further grant of options in excess of 1% limit
shall be subject to: () the issue of a circular by the Company; and
(i) the approval of the shareholders in general meeting and/or other
requirements prescribed under the Listing Rules from time to time.

Share options granted to a director, chief executive or substantial
shareholder of the Company, or to any of their associates, are
subject to approval in advance by the independent non-executive
Directors of the Company. In addition, any share options granted
to a substantial shareholder or an independent non-executive
Director of the Company, or to any of their associates, in excess of
0.1% of the shares of the Company in issue at any time and with
an aggregate value (based on the closing price of the Company’s
shares at the date of the grant) in excess of HK$5 million, within any
12-month period, are subject to shareholders’ approval in advance
in general meeting.

The exercise period of the share options granted is determinable
by the directors, which period may commence from the date of the
offer of the share options, and ends on a date which is not later
than ten years from the date of grant of the share options subject
to the provisions for early termination thereof. There is no minimum
period for which an option must be held before it can be exercised.
Participants of the Share Option Scheme are required to pay the
Company HK1.0 upon acceptance of the grant on or before 21 days
after the offer date.
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The exercise price of the share options is determinable by the
directors, but shall not be less than the highest of (i) the closing price
of the Company’s shares as quoted on the Stock Exchange’s daily
quotations sheet for trade in one or more board lots of the shares on
the date of the offer for the grant, which must be a business day; (i)
the average closing price of the Company’s shares as quoted on the
Stock Exchange’s daily quotations sheet for the five business days
immediately preceding the date of offer; and (iii) the nominal value of
a share.

The following table disclosed movements in the Company’s share
options during the year:

Exercise

Grantee Exercise period price

Date of grant

Employees 3.11.2017 3.11.2017 t0 2.11.2018 0.097
E8 “E—tf5+-A=H “2—t#+-A=RZ

—E-\#+-A=H
Consultants 3.11.2017 3.11.2017 t0 2.11.2018 0.097
B e o s = “E-t5+-A=HZ

—Z-N\F+-A=H

ARRANGEMENT FOR DIRECTORS TO PURCHASE SHARES OR
DEBENTURES

At no time during the year were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company
granted to any Director of the Company or their respective spouses
or minor children, or were such rights exercised by them, or was the
Company, its holding company or any of its subsidiaries a party to
any arrangements to enable the Directors of the Company to acquire
benefits by means of the acquisition of shares in, or debt securities
(including debentures) of the Company or any other body corporate.

RETIREMENT SCHEMES

The Group participates in defined contribution retirement benefit
schemes organized by the PRC municipal and provincial government
authorities for the Group’s eligible employees in the PRC, and
operates a Mandatory Provident Fund scheme for the employees in
Hong Kong.
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REPORT OF THE DIRECTORS
EEERE

CORPORATE GOVERNANCE

The Company is committed to adopt corporate governance practice.
The Company’s corporate governance practices are set out in the
Corporate Governance Report on pages 15 to 30.

AUDITORS

A resolution to re-appoint the retiring Auditor, Elite Partners CPA
Limited will be proposed at the forthcoming annual general meeting.

By order of the Board
Huang Weniji
Chairman and Executive Director

Fujian Province, the PRC, 29 March 2019
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INDEPENDENT AUDITOR’S REPORT

elite
partners

CERTIFIED PUBLIC ACCOUNTANTS

TO THE MEMBERS OF CHINA JICHENG HOLDINGS LIMITED
(Incorporated in the Cayman Islands with limited liability)

REPORT ON THE AUDIT OF CONSOLIDATED FINANCIAL
STATEMENTS

OPINION

We have audited the consolidated financial statements of China
Jicheng Holdings Limited and its subsidiaries (“the Group”) set out
on pages 61 to 135, which comprise the consolidated statement
of financial position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive income,
consolidated statement of changes in equity and consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of significant
accounting policies.

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

BASIS FOR OPINION

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

18 M B BLAT R
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INDEPENDENT AUDITOR’S REPORT
BYZRBENRE

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 2018.
These matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these
matters.

Key audit matter

HEEZER

Assessment of the recoverability of the trade receivables
B 5 W kT8 o] ] 14 FF 1

As at 31 December 2018, the Group has trade receivables
amounting to RMB234,075,000, impairment allowance amounting to
RMB651,000.

RZZE-—N\FTZA=1T—H BXEEEEFIEIIBARE
234,075,0007T - A fE 5 # A K #651,0007T, ©

Management judgment is required in assessing and determining the
recoverability of trade receivables and adequacy of allowance made
using the expected credit losses (“ECL”) model under HKFRS 9
“Financial Instruments”.

BESEVBREENZR ([eMIE])EREREEEE ([78
HEEEEDTARETE HRUGKIARTD WO RIELHNBER
BRORTEEETIEEED G-

We had identified impairment assessment of trade receivables as
a key audit matter because the assessment of the recoverability of
accounts receivables and recognition of loss allowance are inherently
subjective and requires significant management judgement, which
increases the risk of error or potential management bias.
EEHEZSREFIEREFGHRAN S - REAREZEE 2AA
AARENEROTNE R EREEREBEEENTHEE FE
ERBEHERAE CHERIEEERE R R ERILM-
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How the matter was addressed in our audit

BANEREEERELEHE AN

Our major audit procedures relating to the
impairment assessment of trade receivables
included the following:
BMEEEE S RBFENRENENES
EZEFBENAT:

° We tested the design and
implementation of the relevant
key controls over the assessment
and monitoring of credit risks, and
determination of allowance for expected
credit losses.

o HfIEBATME RAEERR AIFAE
B Z I R AT AT I TR AR
EEBRRE-

° We discussed with management and
evaluated the ECL model used in
determining the allowance for expected
credit losses. We challenged and
evaluated management’s assessment
on both the quantitative and qualitative
information considered by them that is
reasonable and supportable, including
historical experience and forward looking
information such as credit ratings,
accounts receivables ageing analysis,
collections subsequent to the end of
the reporting period, local economic
conditions, past collection history and
trend analysis and knowledge of the
businesses.

e HMEEEEmILTEANETERAS
EEBERRENTEDREEBEERN -
MERIHEEREERAGELGEE
WEEREEER  BREGBELR LA
WM E R Plan{E B 5T AR B UER TR AR
BT ME ARG BRIBE R HTT
BN BERKRLEREFN B
DT e FA o



INDEPENDENT AUDITOR’S REPORT

Key audit matter

BEEZER

Assessment of the recoverability of the trade receivables (continued)
B 5B E o W B 15 (4E)

OTHER INFORMATION IN THIS ANNUAL REPORT

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

QOur 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.

18 M B BLAT R

How the matter was addressed in our audit

BANEREEERELXEHEZARX

° We tested subsequent settlement of
trade receivables balances on a sample
basis.

e EPHMEAREZEWRIBLSRNEZE
HEIFR-

° We assessed whether the time value of
money was considered in the expected
credit loss impairment model and
checked the mathematical accuracy of
the calculations.

e HMAREHEEBBRRAERNMER
W EEREERMZEAENEMERE

. We assessed the adequacy of the
Group’s disclosures in relation to trade
receivables included in the consolidated
financial statements.

e HBAFEAEERENGEMBRERN
B 5 BURIRR T B 1

FERPHEMESR

BERAREFEERBEEMEN -HBEHRE
ERINANFERZER ETBREEMBEHRER
R FIBiL th B R BRED R o

RGN BREZERTREL AR
BRI e AR 2 SR o

REMEZEEMBHREAMS HANEE
REEEMER T AL BEPEEEMER
ERBRGEAMBHRRIRMAEEZTAT #
EFHEEART B U FHFHEERERR
Ao WEREMEEETHNIE RMRRU
HitERFHEERHERRAM - HFIBARSE %
B o ML AL BAE RS -
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INDEPENDENT AUDITOR’S REPORT
18 3 B BLAT R

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

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

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

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT OF THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

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

° 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.

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

° Evaluate the appropriateness of accounting policies used
and the reasonableness of accounting estimates and related
disclosures made by the directors of the Company.

° 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.

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.

18 M B BLAT R
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INDEPENDENT AUDITOR’S REPORT
18 3 B BLAT R

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

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

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

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Siu Edmund with Practising Certificate number
PO5333.

Elite Partners GPA Limited
Certified Public Accountants

10/F, 8 Observatory Road,
Tsim Sha Tsui, Kowloon,
Hong Kong

29 March 2019

CHINA JICHENG HOLDINGS LIMITED
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND OTHER COMPREHENSIVE INCOME
SeBEERHEtEZERER

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

2018 2017
—E-N\E —E—+F
RMB’000 RMB’000
AR% T ARBTT
Revenue Wz 7 521,186 538,264
Cost of sales HER AR (441,793) (457,326)
Gross profit EH 79,393 80,938
Other income and gains E U A RS 7 14,117 4,889
Impairment allowance of financial assets % @& & Jf B B 7 (651) =
Selling and distribution expenses HENDHEAY (11,430) (12,833)
Administrative expenses TBAEZ (45,658) (56,835)
Finance costs IR IDN 9 (10,511) (9,454)
Profit before taxation B 50 Bi& A 25,260 6,705
Income tax expense PRAS B < 10 (6,560) (3,175)
Profit for the year FAE 11 18,700 3,530
Other comprehensive income for BEA O REEFM D EEERZ
the year that may be subsequently FAEMEEIE:
reclassified to profit or loss:
Exchange differences on translation of HME G INETS B 5 3Rk
financial statements of EXZENEZR
foreign operation 2 457
Total comprehensive income for the year & A& M U %5 4458 18,702 3,987
Profit for the year attributable to: AT S IBEEFRRF
Owner of the Company RAREE A 18,700 3,530
Total comprehensive income for the year A N & HEERERNLE
attributable to: W o 4B EE -
Owner of the Company ZIN/NETE 2 =N 18,702 3,987
Earnings per share: BRAF :
Basic (RMB) BER(ARE) 12 050cents?  0.09 cents &
Diluted (RMB) #E (ARE) 050 cents>  0.09 cents
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
e B AR R

At 31 December 2018 R—E—NE+=-A=+—H

2018 2017
—E—N\EF —E—+tF
RMB’000 RMB’000
AR T ARBTT
Non-current assets EMENEE
Property, plant and equipment RN 15 98,432 108,552
Prepaid lease payments FEAFERE 16 34,467 35,403
132,899 138,955
Current assets MEEE
Inventories FE 18 161,098 204,832
Trade receivables B 5 e IE 19 234,075 154,350
Prepayments and other receivables TEfTRIE R AL EWGRIE 20 97,616 59,028
Prepaid lease payments FENHEENIE 16 936 936
Tax recoverable A W B IR - 1,630
Promissory note receivables FH EREWRIE 17 - 31,616
Pledged deposits BHEEFR 21 7,450 23,101
Bank balances and cash SRITEHRNIR S 21 67,352 66,753
568,527 542,246
Current liabilities mEAaE
Trade and bills payables BoRNFIERENER 22 35,204 68,549
Accrued expenses and other payables EEAEBRAMEMERNKIE 23 6,886 8,586
Bank borrowings |ITEK 25 196,930 163,480
Tax payable JE T 7518 1,202 =
240,222 240,615
Net current assets mEEEFE 328,305 301,631
Net assets BEFE 461,204 440,586
Capital and reserves attributable to owner 72 &1 A A JE(EE A
of the Company N
Share capital [N 26 4,782 4,731
Reserves G 27 456,422 435,855
Total equity AR 461,204 440,586

The consolidated financial statements on pages 61 to 135 were
approved and authorised for issue by the board of directors on

29 March 2019 and are signed on its behalf by

: WAHATHRREE:

FOIER1BbEAZE AV BHREREBESTZRN
TE-NF=ZAZ Tt NBHETRERZ

Huang Weniji
BEX&E
Director
3
CHINA JICHENG HOLDINGS LIMITED
REIERIERER A A

Yang Guang
B
Director

EF



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
REERRER

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

Share
capital
&
RMB'000

Share
premium
RBEE
RMB'000

Translation

reserve
EiGfE
RMB'000

ARETT

Statutory reserve
EERTE
RVB

Share
option
reserve
BRERRE
RMB'000
ARETT

Merger
reserve

B

Retained
profits Total equity
REEN BRAE
RMB'000 RMB'000
: _

At1 January 2017 mZE-t%-A-H 4731 116,740 1,965 36,503 - 81,521 189,523 430,983
Proft for the year FRER - - - - - - 3530 3,530
Exchange diferences on translation of ~ #E S5 £
financial statements of foreign BBRREEL
operations EHZE - - 457 - - - - 457
Total comprehensive income for the year ~ FR2EMEEE - - 457 - - - 3,530 3,987
Transfer to statutory reserve BRSAERE - - - 1177 - - (1,177) -
Equity-settled share-based transactions ~ bi#E s
RiYRERZRS 28 - - - - 5616 - - 5616
At 31 December 2017
4,731 116,740 2422 37,680 5616 81,621 191,876 440,586
Effect on initial application of
HKFRS 9 - - - - - - (986) (986)
Adjusted balance at 1 January 2018
4731 116,740 2422 37,680 5,616 81,521 190,890 439,600
Profit for the year FERET - - - - - - 18,700 18,700
Exchange differences on translation of A EE5 £
financial statements of foreign BBRRELZ
operations ERER - - 2 - - - - 2
Total comprehensive income for the year ~ N2 EMEAH - - 2 - - - 18,700 18,702
Transfer to statutory reserve E ey - - - 1969 - - (1,969) -
Issue of share upon exercise of I BREREIRG
share options 26 51 342 - - (570) - - 2,902
Lapsed of share options BREXH 28 - - - - (5,046) - 5,046 -
At 31 December 2018 z
+-B=+-H 4782 120,161 2,424 39,649 - 81,521 212,667 461,204
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CONSOLIDATED STATEMENT OF CASH FLOWS
mERTMRER

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

2018 2017

—E-NF —E—+tF

RMB’000 RMB’'000

AR¥T AREFIT

OPERATING ACTIVITIES KEEE
Profit before taxation B 5 Al 25,260 6,705
Adjustments for: FE

Amortisation of prepaid lease payments T TR EFRIB 936 936
Finance costs BF 7% A AN 10,511 9,454
Bank interest income H|ITH B WA (592) (491)
Depreciation of property, plant and equipment ~ ¥1% W= MR EITE 6,172 6,671
Government grants IR 44 B (1,224) (851)
Impairment of financial assets S EEERE 651 =
Imputed interest of promissory notes B EBREERE (3,131) (2,908)

HEME FERREBZ

Loss on disposal of property, plant and

equipment &8 35 203
Equity-settled share base payment expense LA EE AR D
RERE K - 5,616
Operating cash flows before movements EEESEEF 2
in working capital KEHPRE 38,618 25,335
Decrease/(increase) in inventories FERL,(38mM) 43,734 (24,756)
Increase in trade receivables H 5 FEWEIEE N (81,362) (48,671)
(Increase)/decrease in prepayments and T 5K I8 B H fth fE R IR
other receivables ($#m) R (38,588) 22,801
Decrease in trade and bills payables 2 SN FIERENEE
N (33,345) (32,008)
Decrease in accrued expenses and FEET B A M H b B < 5R0B
other payables oA (1,700) (637)
Cash used in operations KEEBFTARS (72,643) (57,931)
PRC Enterprise Income Tax paid BEARRBEEREE (3,728) (2,556)
NET CASH USED IN OPERATING ACTIVITIES &4 EEhFr AT 4 %48 (76,371) (60,487)
INVESTING ACTIVITIES HEEE
Acquisition of property, plant and equipment WHE 2 - R B Rk (1,141) (1,840)
Withdrawal of pledged deposits IRENE BT K 15,651 8,173
Bank interest income received B WERIT A B HA 592 491
Promissory note received B E 34,747 =

Proceeds from disposal of property, HEME - KEREZHZ
plant and equipment Fr 1S 318 54 256

NET CASH GENERATED FROM WEEBMSHE T
INVESTING ACTIVITIES 49,903 7,080
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CONSOLIDATED STATEMENT OF CASH FLOWS
SERERER

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

2018 2017
—B-N\F —E—+4F

RMB’000 RMB’000
AR TR N

FINANCING ACTIVITIES BEEE

Repayments of bank borrowings EERITER (190,130) (172,611)

New bank borrowings raised FriERITIE R 223,580 163,640

Interest paid BEATF A (10,511) (9,454)

Government grants received B WK I 7 B 1,224 851

Exercise of share options B 1T iR 2,902 =
NET CASH GENERATED FROM/(USED IN) BMEFREE (FTA)

FINANCING ACTIVITIES R 558 27,065 (17,574)
NET INCREASES/(DECREASE) IN CASH ReERBESFEY

AND CASH EQUIVALENTS i, CRd) F58 597 (70,981)
EFFECT OF FOREIGN EXCHANGE HNBE PE R BB L &

RATE CHANGES 2 430
CASH AND CASH EQUIVALENTS FHzReRREEEY

AT THE BEGINNING OF THE YEAR 66,753 137,304
CASH AND CASH EQUIVALENTS FRzZReRREEEY:

AT THE END OF THE YEAR,

represented by bank balances and cash RIRITHER RIS 67,352 66,753
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

’%%'_A

For the year ended 31 December 2018 HZE - &

Ff 75 % 3% B =

GENERAL INFORMATION OF THE GROUP

The Company was incorporated in the Cayman Islands on
12 June 2014 as an exempted company with limited liability
under the Companies Law of the Cayman Islands.

The address of the registered office is Clifton House, 75
Fort Street, Grand Cayman KY1-1108, Cayman Islands. The
address of the principal place of business of the Company
in Hong Kong is Room 904, Loon Kee Building, 275 Des
Voeux Road Central, Hong Kong. The Company is engaged
in investment holding while the principal subsidiaries are
principally engaged in manufacture and sale of umbrellas.

The functional currency of the Company is Hong Kong
dollars. The consolidated financial statements are presented in
Renminbi (‘RMB”) since most of the subsidiaries are operating
in RMB environment and the functional currency of most of the
subsidiaries is RMB.

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

The Group has applied the following new and amendments to

HKFRSs issued by the Hong Kong Institute of Certified Public

Accountants (“HKICPA”) for the first time in the current year:

HKFRS 9 Financial instruments

Classification and measurement
of share-based payment

transactions
Applying HKFRS 9 “Financial

Amendments to
HKFRS 2

Amendments to

HKFRS 4 instruments” with HKFRS 4
“Insurance contracts”
HKFRS 15 Revenue from contracts with

customers and the related
amendments
Amendments to Transfers of investment property

HKAS 40

HK(IFRIC)-Int 22 Foreign currency transactions and

advance consideration

Amendments to HKFRS 1 and
HKAS 28

Annual improvements
2014-2016 cycle

Except as described below, the application of the new
and revised standards has had no material impact on the
consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (continued)

APPLICATION OF HKFRS 9

HKFRS 9 and the amendments to HKFRS 9 have
replaced HKAS 39 Financial Instruments: Recognition and
Measurement. HKFRS 9 sets out the requirements for
recognising and measuring financial assets, financial liabilities
and some contracts to buy or sell non-financial items. In
accordance with the specific transitional provisions set out
in HKFRS 9, the Group has applied the classification and
measurement requirements (including requirements relating
to impairment) to items that existed as of the date of initial
application (i.e. 1 January 2018) on a retrospective basis
based on the facts and circumstances and business models
that existed as at 1 January 2018. However, the Group has
decided not to restate the comparative figures. Accordingly,
the comparative information continues to be presented based
on the requirements of HKAS 39 and hence may not be
comparable with the current year information. The cumulative
effect of initial application of HKFRS 9 has been recognised as
adjustments to the opening equity as of January 2018.

(i)  Classification and measurement of financial assets

In general, HKFRS 9 categories financial assets into the
following three classification categories:

° amortised cost;

° fair value through other comprehensive income
(FVTOCI); and

° fair value through profit or loss (FVTPL).

These classification categories are different from those
set out in HKAS 39 which included held to-maturity
investments, loans and receivables, available-for-sale
financial assets and financial assets measured at FVTPL.
The classification of financial assets under HKFRS
9 is based on the business model under which the
financial asset is managed and its contractual cash flow
characteristics.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

APPLICATION OF HONG KONG FINANCIAL REPORTING

STANDARDS (“HKFRSS”) (continued)
APPLICATION OF HKFRS 9 (continued)

()

(i)

Classification and measurement of financial assets
(continued)

Details about the Group’s accounting policies for its
financial assets and financial liabilities to the consolidated
financial statements. The Group did not designate or
de-designate any financial asset at FVTPL at 1 January
2018.

The following table shows a reconciliation from how the
Group’s financial assets existed as of 1 January 2018
were classified and measured under HKAS 39 to how
they are classified and measured under HKFRS 9:

New classification
under HKFRS 9

0ld classification
under HKAS 39

REBEIHERFI0HR
BEDE

BERUBHRE
EREORHAE

Promissory note receivable Loan and receivables Amortised cost

AR RE BERRENFOR B
Account receivables Loan and receivables Amortised cost
FEW FRIE ERRENFOR B
Notes:

The amount represented additional impairment loss based on
the new expected credit loss model under HKFRS 9. Please
also see details disclosed in (c) (i) below.

Impairment

HKFRS 9 has introduced the “expected credit loss
model” to replace the “incurred loss” model under HKAS
39. The “expected credit loss model” requires an ongoing
measurement of credit risk associated with a financial
asset. The Group has applied the “expected credit loss
model” to the following types of financial assets:

° financial assets that are subsequently measured
at amortised cost (including cash and cash
equivalents, account receivables and loans
receivables);

° contract assets as defined in HKFRS 15; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

APPLICATION OF HONG KONG FINANCIAL REPORTING 2. EREAMBEHREERN([FE

STANDARDS (“HKFRSS”) (continued) MBEmEER]) (&)
APPLICATION OF HKFRS 9 (continued) RAREBMBEHREERFS (&F)
(i) Impairment (continueq) (i) HE(E)
The Group’s accounting policies relating to impairment. REBEBERBENSFTBUR -
The following table is a reconciliation that shows how TREBIIERBE B EANS
the closing loss allowance as at 31 December 2017 REEZL=_T—+tF+ A
determined in accordance with HKAS 39 can be —+t—HHREERERLERSE
reconciled to the opening loss allowance as at 1 January B BREEREIREEC T
2018 determined in accordance with HKFRS 9. —N\E-A—HHUEEREZ
HERB MR
RMB$'000
ARBEFIT
Additional loss allowance as a result of ARA BB % mE %R
the application of “expected credit loss model” FO% [TBAEEBERERN]
under HKFRS 9 BYBINGIERE
—Trade receivables — B 5 EUGRIR 986

(iii)

Loss allowance recognised as at 1 January 2018 RZZE—-NF—H—H

WRzEERE 986
Effect on the Group’s retained earnings and other reserves i) HEEFR-—FE—NF—H—H
as of 1 January 2018 REBFIRBEMEEZZE
The following table shows the impact of the application TR EHAE BT RS LR
of HKFRS 9 on the Group's retained earnings and other FOREAEEAR T —NF—A
equity components as of 1 January 2018: —BRBEARHEMERT S Z

E/gﬂ
oA

Decrease in
the Group’s
retained profit

rEH

R B i l B2 18
RMB$'000
ARBTT

Recognition of additional expected credit HRETIIEEBHEZ

loss recognised FINEHEEEE
—Trade receivables — 8 5 RYRIE 986
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

APPLICATION OF HONG KONG FINANCIAL REPORTING
STANDARDS (“HKFRSS”) (continued)

APPLICATION OF HKFRS 15

HKFRS 15 has replaced HKAS 11 Construction Contracts,
HKAS 18 Revenue and other revenue-related interpretations.
Under HKAS 11 and HKAS 18, revenue arising from
construction contracts and provision of services was
recognised over time whereas revenue from sale of goods
was generally recognised at a point in time when the risks
and rewards of ownership of the goods had passed to the
customers. Under HKFRS 15, revenue is recognised when
the customer obtains control of the promised good or service
in the contract. This may be at a single point in time or over
time. HKFRS 15 has introduced additional qualitative and
quantitative disclosure requirements which aim to enable users
of the financial statements to understand the nature, amount,
timing and uncertainty of revenue and cash flows arising from
contracts with customers.

Considering the nature of the Group’s principal activities,
the adoption of HKFRS 15 does not impact the Group’s
revenue recognition. Accordingly, HKFRS 15 had no impact
on amounts and/or disclosures reported in the consolidated
financial statements.

APPLICATION OF HK(IFRIC) 22

HK(IFRIC) 22 provides guidance on determining “the date
of the transaction” for the purpose of determining the
exchange rate to use on initial recognition of the related asset,
expense or income (or part of it) arising from a transaction
in which an entity receives or pays advance consideration in
a foreign currency. The interpretation clarifies that “the date
of the transaction” is the date on initial recognition of the
non-monetary asset or liability arising from the payment or
receipt of advance consideration. If there are multiple payments
or receipts in advance of recognising the related item, the
date of the transaction for each payment or receipt should be
determined in this way. The application of HK(IFRIC) 22 has not
had any material impact on the consolidated financial position
and the consolidated financial result.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BRRHE

For the year ended 31 December 2018 HE - T — \F+ A =Z+—HIFE

APPLICATION OF HONG KONG FINANCIAL REPORTING 2.

STANDARDS (“HKFRSS”) (continued)

The Group has not early applied the following new and revised
HKFRSs that have been issued but are not yet effective:

HKFRS 16 Leases'

HKFRS 17 Insurance Contracts?

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

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

Amendments to
HKFRS 10 and
HKAS 28

Amendments to Plan Amendment, Curtailment or

HKAS 19 Settlement!
Amendments to Long-term Interests in Associates
HKAS 28 and Joint Ventures'

Amendments to HKFRSs  Annual Improvements to HKFRSs

2015-2017 Cycle!

U Effective for annual periods beginning on or after 1 January
2019.

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

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

The directors of the Company anticipate that the application
of all other new and amendments to HKFRSs will have no
material impact on the consolidated financial statements in the
foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

SIGNIFICANT ACCOUNTING POLICIES
BASIS OF PREPARATION

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

The consolidated financial statements have been prepared on
the historical cost basis. Historical cost is generally based on
the fair value of the consideration given in exchange for goods
and services.

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

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
BASIS OF CONSOLIDATION

The consolidated financial statements incorporate the financial
statements of the Company and entities controlled by the
Company (i.e. its subsidiaries). 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 Company 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 Company
obtains control over the subsidiary and ceases when the
Company loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed of during
the year/period are included in the consolidated statement of
profit or loss and other comprehensive income from the date
the Company gains control until the date when the Company
ceases to control the subsidiary.

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

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

All intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on combination.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

CHANGES IN THE GROUP’S OWNERSHIP INTERESTS IN
EXISTING SUBSIDIARIES

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

MERGER ACCOUNTING FOR BUSINESS COMBINATION
INVOLVING ENTITIES UNDER COMMON CONTROL

The consolidated financial statements include the financial
statements items of the combining entities or businesses
in which the common control combination occurs as if the
combination had occurred from the date when the combining
entities or businesses first came under the control of the
controlling party.

The net assets of the combining entities or businesses
are consolidated using the existing book values from the
controlling party’s perspective. No amount is recognised as
consideration for goodwill or excess of acquirer’'s interest in
the net fair value of acquiree’s identifiable assets, liabilities and
contingent liabilities over cost at the time of common control
combination, to the extent of the continuation of the controlling
party’s interest.

The consolidated statement of profit or loss and other
comprehensive income includes the results of each of the
combining entities or businesses from the earliest date
presented or since the date when the combining entities or
businesses first came under the common control, where this is
a shorter period, regardless of the date of the common control
combination.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

MERGER ACCOUNTING FOR BUSINESS COMBINATION
INVOLVING ENTITIES UNDER COMMON CONTROL (continued)

The comparative amounts in the consolidated financial
statements are presented as if the entities or businesses had
been consolidated at the end of the previous reporting period
unless the combining entities or businesses first came under
common control at a later date.

Equity interest in subsidiaries held by parties other than the
Controlling Shareholder, and changes therein, prior to the
reorganisation are presented as non-controlling interests in
equity applying the principles of merger accounting.

REVENUE RECOGNITION

Revenue is measured at the fair value of the consideration
received or receivable. Revenue is reduced for any discounts
given, sales returns and sales related taxes.

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

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

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

° the amount of revenue can be measured reliably;

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

° the costs incurred or to be incurred in respect of the
transaction can be measured reliably.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

SIGNIFICANT ACCOUNTING POLICIES (continuea)
REVENUE RECOGNITION (continued)

Interest income from a financial asset is recognised when it
is probable that the economic benefits will flow to the Group
and the amount of income can be measured reliably. Interest
income from a financial asset is accrued on a time basis, by
reference to the principal outstanding and at the effective
interest rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected life of
the financial asset to that asset’s net carrying amount on initial
recognition.

PROPERTY, PLANT AND EQUIPMENT

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

Properties in the course of construction for production, supply
of goods or services or for administrative purposes are carried
at cost, less any recognised impairment loss. Costs include
professional fees and, for qualifying assets, borrowing costs
capitalised in accordance with the Group’s accounting policy.
Such properties are classified to the appropriate categories of
property, plant and equipment when completed and ready for
intended use. Depreciation of these assets, on the same basis
as other property assets, commences when the assets are
ready for their intended use.

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

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

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
LEASING

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

The Group as lessee

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

Leasehold land and building

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

To the extent the allocation of the lease payments can be
made reliably, interest in leasehold land that is accounted
for as an operating lease is presented as “prepaid lease
payments” in the consolidated statement of financial position
and is amortised over the lease term on a straight-line basis.
When the lease payments cannot be allocated reliably between
the land and building elements, the entire lease is generally
classified as a finance lease and accounted for as property,
plant and equipment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

SIGNIFICANT ACCOUNTING POLICIES (continued)
FOREIGN CURRENCIES

In preparing the financial statements of each individual group
entity, transactions in currencies other than the functional
currency of that entity (foreign currencies) are recorded in the
respective functional currency (i.e. the currency of the primary
economic environment in which the entity operates) at the rates
of exchanges prevailing on the dates of the transactions. At
the end of the reporting period, monetary items denominated
in foreign currencies are retranslated at the rates prevailing at
that date. Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

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

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

BORROWING COSTS

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

RESEARCH AND DEVELOPMENT EXPENDITURE

Expenditure on research activities is recognised as an expense
in the period in which it is incurred. An internally-generated
intangible asset arising from development activities (or from the
development phase of an internal project) is recognised if, and
only if, all of the following have been demonstrated:

o the technical feasibility of completing the intangible asset
so that it will be available for use or sale;

° the intention to complete the intangible asset and use or
sell it;

78  CHINA JICHENG HOLDINGS LIMITED
PERERIERAR AR

TESTBE (&)
SN

A i B (8 B &R B B 88 2 B TS SRR B
UNZBERZINEEHEUIINEE (5ME)
BT 2R TIRR 5 A2 ERAE XY
BEREMNDEERE (ZERELEME
TERARBAEAZERE) AR R
WEHR UINEIIE 2 ERABER
ERZERERENRBRE - UINEIRE
SERAGEZIFREIEE METENR

s
= o
EAT

EXHEBcHEERERHEENREE
EZEREZERREEZREEFANER
s A FERR

A B BHE SIS  AEE S
L5 AERAENEREREMFT
ERETREAREEY 25285 (8
ARH) TR EERBER,/ BN
THERRE A2 BN EE (0A)
TYR B 2 T WS R BT AR 3
2 b

(RS
PATA fE SRBCAR T EE A B FE R 2 O RERR

MEMAX

IR 2 PN E A B R AR o
WM IEMNLTHAESERARZE S
MR FEIAE (A NEIA B R ER)
PIEEAZABELETLEE

s TERZENEBEENMNEHENER
FHEERM EABAIITHE:

o HEEENZEFMEELF AN
EZEH:



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continuea)
RESEARCH AND DEVELOPMENT EXPENDITURE (continued)

° the ability to use or sell the intangible asset;

° how the intangible asset will generate probable future
economic benefits;

o the availability of adequate technical, financial and other
resources to complete the development and to use or
sell the intangible asset; and

° the ability to measure reliably the expenditure attributable
to the intangible asset during its development.

The amount initially recognised for internally-generated
intangible asset is the sum of the expenditure incurred from
the date when the intangible asset first meets the recognition
criteria listed above. Where no internally-generated intangible
asset can be recognised, development expenditure is
charged to profit or loss in the period in which it is incurred.
Subsequent to initial recognition, internally-generated intangible
asset is reported at cost less accumulated amortisation and
accumulated impairment losses (if any).

GOVERNMENT GRANTS

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

Government grants that are receivable as compensation for
expenses or losses already incurred or for the purpose of
giving immediate financial support to the Group with no future
related costs are recognised in profit or loss in the period in
which they become receivable.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 HZE - &
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SIGNIFICANT ACCOUNTING POLICIES (continued)
TAXATION

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

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

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

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

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
TAXATION (continued)

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

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

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

Current and deferred tax is recognised in profit or loss,
except when they relate to items that are recognised in other
comprehensive income or directly in equity, in which case,
the current and deferred tax are also recognised in other
comprehensive income or directly in equity respectively. Where
current tax or deferred tax arises from the initial accounting
for a business combination, the tax effect is included in the
accounting for the business combination.

RETIREMENT BENEFITS COSTS AND TERMINATION BENEFITS

Payments to state-managed retirement benefit schemes and
the Mandatory Provident Fund Scheme are recognised as an
expense when employees have rendered service entitling them
to the contributions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

3.

SIGNIFICANT ACCOUNTING POLICIES (continuea)
SHORT-TERM EMPLOYEE BENEFITS

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

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

(i)  Share options granted to employees of the Group is
recognised as an employee cost with a corresponding
increase in share option reserve within equity. The fair
value is measured at the grant date, taking into account
the terms and conditions upon which the options were
granted.

The equity amount is recognised in share option 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).

SHARE OPTIONS GRANTED TO CONSULTANTS

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

INVENTORIES

Inventories are stated at the lower of cost and net realisable
value. Costs of inventories are determined on a weighted
average method. Net realisable value represents the estimated
selling price for inventories less all estimated costs of
completion and costs necessary to make the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS
Accounting policies applied from 1 January 2018

@

Financial assets

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

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

Financial assets with embedded derivatives are
considered in their entirely when determining whether
their cash flows are solely payment of principal and
interest.

Debt instruments

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

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

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied from 1 January 2018 (continued)

(0

Financial assets (continued)
Debt instruments (continued)

Fair value through other comprehensive income
(“FVOCI”): Assets that are held for collection of
contractual cash flows and for selling the financial assets,
where the assets’ cash flows represent solely payments
of principal and interest, are measured at fair value
through OCI. Debt investments at fair value through other
comprehensive income are subsequently measured at
fair value. Interest income calculated using the effective
interest rate method, foreign exchange gains and losses
and impairment are recognised in profit or loss. Other net
gains and losses are recognised in other comprehensive
income. On derecognition, gains and losses accumulated
in other comprehensive income are reclassified to profit
or loss.

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

For the year ended 31 December 2018 #E — &

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied from 1 January 2018 (continued)

(0

(i)

Financial assets (continued)
Equity instruments

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

Impairment loss on financial assets

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

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied from 1 January 2018 (continued)
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(i)

Impairment loss on financial assets (continued)

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

The Group has elected to measure loss allowances for
trade receivables and contract assets using HKFRS 9
simplified approach and has calculated ECLs based on
lifetime ECLs. The Group has established a provision
matrix that is based on the Group’s historical credit loss
experience, adjusted for forward-looking factors specific
to the debtors and the economic environment.

For other debt financial assets, the ECLs are based on
the 12-months ECLs. However, when there has been
a significant increase in credit risk since origination, the
allowance will be based on the lifetime ECLs.

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

For the year ended 31 December 2018 #E — &

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied from 1 January 2018 (continued)

(i)

(i)

Impairment loss on financial assets (continued)

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

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

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

Financial liabilities

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

Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss
include financial liabilities held for trading and financial
liabilities designated upon initial recognition as at fair
value through profit or loss.

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

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied from 1 January 2018 (continued)

(i)

Financial liabilities (continued)

Financial liabilities at fair value through profit or loss
(continued)

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

Financial liabilities may be designated upon initial
recognition as at fair value through profit or loss if the
following criteria are met: () the designation eliminates
or significantly reduces the inconsistent treatment that
would otherwise arise from measuring the liabilities or
recognising gains or losses on them on a different basis;
(i) the liabilities are part of a group of financial liabilities
which are managed and their performance evaluated
on a fair value basis, in accordance with a documented
risk management strategy; or (iii) the financial liability
contains an embedded derivative that would need to be
separately recorded.

Subsequent to initial recognition, financial liabilities at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised in profit or loss in
the period in which they arise.

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and
other payables, borrowings, certain preference shares
and the debt element of convertible loan note issued by
the Group are subsequently measured at amortised cost,
using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied from 1 January 2018 (continued)

(iv)

v)

(i)

Effective interest method

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

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Derecognition

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

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

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

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied until 31 December 2017

The group has applied HKFRS 9 retrospectively, but has
elected not to restate comparative information. Accordingly,
the comparative financial information provided continues to
be accounted for in accordance with the group’s previous
accounting policy.

@

Financial assets

The Group classifies its financial assets at initial
recognition, depending on the purpose for which the
asset was acquired. Financial assets at fair value through
profit or loss are initially measured at fair value and all
other financial assets are initially measured at fair value
plus transaction costs that are directly attributable to
the acquisition of the financial assets. Regular way
purchases or sales of financial assets are recognised
and derecognised on a trade date basis. A regular way
purchase or sale is a purchase or sale of a financial
asset under a contract whose terms require delivery of
the asset within the time frame established generally by
regulation or convention in the marketplace concerned.

Financial assets at fair value through profit or loss

These assets include financial assets held for trading.
Financial assets are classified as held for trading if they
are acquired for the purpose of sale in the near term.
Derivatives, including separated embedded derivatives,
are also classified as held for trading unless they are
designated as effective hedging instruments or financial
guarantee contracts.

Subsequent to initial recognition, financial assets at fair
value through profit or loss are measured at fair value,
with changes in fair value recognised in profit or loss in
the period in which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #E — &

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied until 31 December 2017 (continued)

(0

Financial assets (continued)
Loans and receivables

These assets are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. They arise principally through the provision
of goods and services to customers (trade debtors), and
also incorporate other types of contractual monetary
asset. Subsequent to initial recognition, they are carried
at amortised cost using the effective interest method,
less any identified impairment losses.

Held-to-maturity investments

These assets are non-derivative financial assets with
fixed or determinable payments and fixed maturities
that the Group’s management has the positive intention
and ability to hold to maturity. Subsequent to initial
recognition, held-to-maturity investments are measured
at amortised cost using the effective interest method,
less any identified impairment losses.

Available-for-sale financial assets

These assets are non-derivative financial assets that are
designated as available-for-sale or are not included in
other categories of financial assets. Subsequent to initial
recognition, these assets are carried at fair value with
changes in fair value recognised in other comprehensive
income, except for impairment losses and foreign
exchange gains and losses on monetary instruments,
which are recognised in profit or loss.

For 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 instruments, they are measured at cost
less any identified impairment losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied until 31 December 2017 (continued)

(i)

Impairment loss on financial assets

The Group assesses, at the end of each reporting
period, whether there is any objective evidence that
financial asset is impaired. Financial asset is impaired
if there is objective evidence of impairment as a result
of one or more events that has occurred after the initial
recognition of the asset and that event has an impact on
the estimated future cash flows of the financial asset that
can be reliably estimated. Evidence of impairment may
include:

° significant financial difficulty of the debtor;

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

° granting concession to a debtor because of
debtor’s financial difficulty;

° it becoming probable that the debtor will enter
bankruptcy or other financial reorganisation.

For Loans and receivables or Held-to-maturity
investments

An impairment loss is recognised in profit or loss when
there is objective evidence that the asset is impaired,
and is measured as the difference between the asset’s
carrying amount and the present value of the estimated
future cash flows discounted at the original effective
interest rate. The carrying amount of financial asset is
reduced through the use of an allowance account. When
any part of financial asset is determined as uncollectible,
it is written off against the allowance account for the
relevant financial asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied until 31 December 2017 (continued)

(i)

(i)

Impairment loss on financial assets (continued)
For Available-for-sale financial assets

Where a decline in the fair value constitutes objective
evidence of impairment, the amount of the loss is
removed from equity and recognised in profit or loss.

Any impairment losses on available-for-sale debt
investments are subsequently reversed in profit or loss
if an increase in the fair value of the investment can
be objectively related to an event occurring after the
recognition of the impairment loss.

For available-for-sale equity investment, any increase in
fair value subsequent to an impairment loss is recognised
in other comprehensive income.

For available-for-sale equity investment that is carried
at cost, the amount of impairment loss is measured
as the difference between the carrying amount of the
asset and the present value of estimated future cash
flows discounted at the current market rate of return
for a similar financial asset. Such impairment loss is not
reversed.

Financial liabilities

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

Financial liabilities at amortised cost

Financial liabilities at amortised cost including trade and
other payables, borrowings, certain preference shares
and the debt element of convertible loan note issued by
the Group are subsequently measured at amortised cost,
using the effective interest method. The related interest
expense is recognised in profit or loss.

Gains or losses are recognised in profit or loss when
the liabilities are derecognised as well as through the
amortisation process.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

SIGNIFICANT ACCOUNTING POLICIES (continued)

FINANCIAL INSTRUMENTS (continued)
Accounting policies applied until 31 December 2017 (continued)

(iv)

v)

v

Effective interest method

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

Equity instruments

Equity instruments issued by the Company are recorded
at the proceeds received, net of direct issue costs.

Derecognition

The Group derecognises a financial asset when the
contractual rights to the future cash flows in relation to
the financial asset expire or when the financial asset has
been transferred and the transfer meets the criteria for
derecognition in accordance with HKAS 39.

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

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

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SIGNIFICANT ACCOUNTING POLICIES (continued)
CASH AND CASH EQUIVALENTS

Bank balances and cash in the consolidated statement of
financial position comprise cash at banks and on hand and
short-term deposits with a maturity of three months or less.
For the purpose of the consolidated statement of cash flows,
cash and cash equivalents consist of bank balances and cash
as defined above.

IMPAIRMENT LOSSES ON TANGIBLE ASSETS

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

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

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

3.  SIGNIFICANT ACCOUNTING POLICIES (continued) 3. FESTHEBER#E
IMPAIRMENT LOSSES ON TANGIBLE ASSETS (continued) EREERERE (&)
If the recoverable amount of an asset (or a cash-generating iW—HEE(IREeEESM) 2K
unit) is estimated to be less than its carrying amount, the Bl BEMFHENEREEE  ZBEE (X
carrying amount of the asset (or a cash-generating unit) is ReEFEBEM) 2 FEAERBRAEETK
reduced to its recoverable amount. An impairment loss is Bl R EEEREANIER R HER -

recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the carrying ERESEEZER FEEE (R
amount of the asset (or cash-generating unit) is increased to CEABMN) CEAAEMEEETRE
the revised estimate of its recoverable amount, but so that SRS fhE ELE M REET
the increased carrying amount does not exceed the carrying SHRAZEE(IREELAEL)NB
amount that would have been determined had no impairment AFEEERWERET MR ERERRE
loss been recognised for the asset (or a cash-generating unit) EEZEAB REBERESEINR
in prior years. A reversal of an impairment loss is recognised BEPERBEKA -

as income immediately in profit or loss.

RELATED PARTIES BEAL
A party is considered to be related to the Company if: R —FWBUATER IERERA
Al BEAT:
(@ the party is a person or a close member of that person’s @ fWBLTAL BIEZALTskiZAL
family and that person: IR N R AR E
() has control or joint control of the Company; 0] 2 ) Sk RE B AR A
(i) has significant influence over the Company; or (iy HARBEBERTEN: K
(i) is a member of the key management personnel of (iy ABEARBXARBFAGEZ
the Company or of a parent of the Company; or FTEEEREKE
(b) the party is an entity where any of the following (o) fHFFE TNHEMGHE BN B 58
conditions applies: KAEHEE:
()  the entity and the Company are members of the () ZEBHEARGBR—%
same group; Z K ERATA
(i)  one entity is an associate or joint venture of the iy —ERR7 E8(KEAM
other entity (or of a parent, subsidiary or fellow ERBZHAF-MWEBAAK
subsidiary of the other entity); CES = NCIDIPS: NG|
LEERE:
(i)  the entity and the Company are joint ventures of (i) ZERBEARNAAR-—F=
the same third party; A ZEERE:
(v) one entity is a joint venture of a third entity and the vy —EBEBRBARE-FEBRBZEE
other entity is an associate of the third entity; TrE ME—ERRF=FH
ol NE]
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #E — &

SIGNIFICANT ACCOUNTING POLICIES (continued)
RELATED PARTIES (continued)

(b) the party is an entity where any of the following
conditions applies: (continueq)

(v)  the entity is a post-employment benefit plan for the
benefit of employees of either the Company or an
entity related to the Company;

(viy  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); and

(viiiy 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 Group’s parent.

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 and include:

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

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

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

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY

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

The estimates and underlying assumptions are reviewed on
an 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.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (continued)

CRITICAL JUDGEMENTS IN APPLYING THE ENTITY’S
ACCOUNTING POLICIES

The following are the critical judgements, apart from those
involving estimations (see below), that the directors of the
Company have made in the process of applying the Group’s
accounting policies and that have the most significant effect
on the amounts recognised in the consolidated financial
statements.

KEY SOURCES OF ESTIMATION UNCERTAINTY

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

Impairment assessment of the trade and other receivables

The Group’s trade and other receivables are assessed for
impairment based on the expected loss model required
by HKFRS 9. The assessment made by management has
taken into account relevant historical information adjusted
for forward looking information available to management at
the date of assessment (to the extent that such information
is reasonable and supportable without undue cost or effort).
Additional impairment losses have been recognised as at 1
January 2018 on the Group’s trade and other receivables to
reflect the adoption of the expected loss model (see Note 19).
Impairment losses are also recognised for the current year
(please see Notes 19). Management has exercised judgment
in estimating the amount of expected credit loss. If the
actual outcome is different from management’s estimate, an
additional impairment loss or reversal of impairment loss may
arise.

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a
straight-line basis over their estimated useful lives, after taking
into account their estimated residual values. These estimates
are based on the historical experience of the actual residual
value and useful lives of property, plant and equipment of
similar nature and functions. The Group assesses annually
the residual value and the useful life of the property, plant
and equipment and if the expectation differs from the original
estimate, such a difference may impact the depreciation for the
year and the estimate will be changed in the future period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

For the year ended 31 December 2018 #E — &

CRITICAL ACCOUNTING JUDGEMENTS AND KEY
SOURCES OF ESTIMATION UNCERTAINTY (continued)

KEY SOURCES OF ESTIMATION UNCERTAINTY (continueq)

Estimated impairment of property, plant and equipment

The Group reviews the carrying amounts of the property, plant
and equipment when there is any indication that those assets
have suffered an impairment loss. The impairment loss for
property, plant and equipment are recognised for the amounts
by which the carrying amounts exceed their recoverable
amounts, in accordance with the Group’s accounting policy.
The recoverable amounts of property, plant and equipment
have been determined based on value-in-use calculations.
These calculations require the use of judgements and
estimates such as future revenue and discount rates.

Estimated allowance for inventories

The management of the Group reviews an aging analysis
at the end of each reporting period and makes allowance
for obsolete and slow-moving items identified that are no
longer suitable for sale or use. The Group makes allowance
for inventories based on the assessment of the net realisable
value. The management estimates the net realisable value for
inventories based primarily on the latest invoice prices and
current market conditions.

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of net debt, which
includes bank borrowings, net of bank balances and cash,
and equity attributable to the owner of the Company, which
comprises issued share capital and reserves.

The directors of the Company review the capital structure
regularly. As part of this review, the directors of the Company
consider the cost of capital and the risks associated with
each class of capital. Based on the recommendations of the
directors of the Company, the Group will balance its overall
capital structure through the payment of dividends, issuance
of new shares as well as the issue of new debts or the
redemption of borrowings.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

6.

FINANCIAL INSTRUMENTS

(A)

(B)

CATEGORIES OF FINANCIAL INSTRUMENTS

TREE

Financial assets

TRIA
SRMITEZER

2018 2017
—E-N\F

(A)

—E—tF
RMB’000
ARET T

RMB’000
AR®TR

Promissory note receivables L IR FEGR IR - 31,616
Amortised cost B AR 356,928 -
Loans and receivables (including bank ERREYGIE (B
balances and cash) RITHEBRIRS) - 245,052
Financial liabilities SREE
Amortised cost BESHR AN 239,020 240,122
FINANCIAL RISK MANAGEMENT OBJECTIVES AND (B) HIEE MEEHEREE

POLICIES

The Group’s major financial instruments include
promissory note receivables, trade receivables, other
receivables, pledged deposits, bank balances and cash,
trade and bills payables, accrued expenses, and other
payables and bank borrowings. Details of the financial
instruments are disclosed in respective notes. The risks
associated with these financial instruments include
market risk (currency risk and interest rate risk), credit
risk and liquidity risk. The policies on how to mitigate
these risks are set out below. The management manages
and monitors these exposures to ensure appropriate
measures are implemented on a timely and effective
manner.

Market risk

Currency risk

The Group has foreign currency sales and purchases
denominated in United States dollars (“USD”), Japanese
Yen (“JPY”) and Hong Kong dollars (“HKD”), which are
different from the functional currencies of the group
entities carrying out the transactions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

6. FINANCIAL INSTRUMENTS (continuea)

6. E®IA#)

(B) FINANCIAL RISK MANAGEMENT OBJECTIVES AND B) MEEREBEEEERBE(£)
POLICIES (continued)
Market risk (continued) TEEE (&)
Currency risk (continued) B (&)

Also, certain trade receivables, pledged deposits, bank
balances and cash, trade and bills payables, accrued
expenses and bank borrowings are denominated in
USD, JPY and HKD which are currencies other than the
functional currency of the relevant group entities. The
carrying amounts of the foreign currency denominated
monetary assets and monetary liabilities of the Group at
the end of the reporting period are as follows:

Lo BT B S EKHRIE  ©HER
R RTEHRERS BZEN
FOARENRE - BT E A RIRTT
B AR AT KB TaHE
X BTRBERTYFAEEEE
B - AKERFEHR
MINEFHEZEREERERA
BZREENAT:

Assets Liabilities
EE =K

2018 2017 2018 2017

—g-N\F —T—+F ZB-N\F —T—+F

’000 ’000 ‘000

Fr T T T

Usb ETT 22,002 16,998 61 15
JPY H ot 612,643 492,638 - 180
HKD BT 919 998 1,447 1,542

The Group currently does not have a foreign currency
hedging policy. However, the directors of the Company
continuously monitor the related foreign exchange
exposure and will consider hedging significant foreign
currency exposure should the need arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

6. FINANCIAL INSTRUMENTS (continued) 6. EWMIH#E)
(B) FINANCIAL RISK MANAGEMENT OBJECTIVES AND B) HXKEKREEEERBEK (£)
POLICIES (continued)
Market risk (continued) TEERE (&)
Currency risk (continued) EXEfR (&)
Sensitivity analysis BRE DT

The Group is mainly exposed to currency risk of USD,
JPY and HKD.

The following table details the Group’s sensitivity to a
5% for all periods increase or decrease in USD, JPY
and HKD against the functional currency. 5% is the
sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents
management’s assessment of the reasonably possible
change in foreign exchange rates. The sensitivity analysis
includes only outstanding foreign currency denominated
monetary items and adjusts their translation at the end
of each reporting period for a 5% change in foreign
currency rates. A positive number below indicates an
increase in post-tax profit where USD, JPY and HKD
strengthen 5% against the functional currency. For a 5%
weakens of USD, JPY and HKD against the functional
currency, there would be an equal or opposite impact on
the profit and other equity and the balances below would
be negative.

AEBTXEmMEXT BTRET
2B -

TREINBEHEAREEE X
BT RBETRADEEETE
S EE% 2 BREEFE 5% T3
MEIEEEABRNF2HIMNER
SRAZBREL R WRRERE
BHINEEXRSIBAI e B &) 2 a7
flr - BRE DT E B IRIAINEFHE
ZHAXNERIEE AR EHRE
HA R B SN BE R5% 2 % B 3 B (B
BT ZEHRKRRETL ALK
BRI E B THES% B - BR TR
gmMEm-XT BT RBTH
T e & 1 B2 E5% B - % B A &
Hit#EnESHAERZEE M
AT HEHEREHR-

Impact on profit for the year ended HERBENz2HE 2018 2017
—Z2-N\#F —TtF

RMB’000 RMB’'000

AR T ARET T

UsD £ 7,546 5,527
JPY = 1,915 1,423
HKD BT (23) (23)
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e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

6. FINANCIAL INSTRUMENTS (continuea)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Market risk (continued)
Currency risk (continued)
Sensitivity analysis (continued)

The Group’s currency risk is mainly attributable to
the exposure on trade receivables, pledged deposits,
bank balances and cash, trade and bills payables,
accrued expenses and bank borrowings denominated
in USD, JPY and HKD at the end of the reporting period
respectively.

Interest rate risk

The Group’s fair value interest rate risk relates primarily
to fixed rate pledged deposit and fixed rate bank
borrowings (see notes 21 and 25 for details respectively).
The Group currently does not have an interest rate
hedging policy. However, the management monitors
interest rate exposure and will consider other necessary
action when significant interest rate exposure is
anticipated.

The Group’s cash flow interest rate risk relates primarily
to variable-rate bank balances (see note 21 for details of
these balances). The exposure to the interest rate risk for
variable rate bank balances is insignificant as the bank
balances have a short maturity period.

Credit risk

The Group’s credit risk is primarily attributable to trade
and other receivables and bank deposits included in
the consolidated statement of financial position which
represent the Group’s maximum exposure to credit risk
in relation to its financial assets. Management has a
credit policy in place and the exposures to these credit
risks are monitored on an ongoing basis.

6. E®IA#)

(B)

BHRAREEERRBR (#)
T mE (&)

EEmEE (&)

HREDHT (&)
AEBZERERTERERNE
SR BIASETT - BT kB TTat
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ENRIE Bt 8RR RRITERE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
4= A

6.

B 5 ¥ 3% M &

For the year ended 31 December 2018 HZE - &

FINANCIAL INSTRUMENTS (continued)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Credit risk (continued)

To manage the risk arising from bank deposits, which
include cash and cash equivalents, pledged bank
deposits and fixed deposits, the Group only transacts
with reputable banks which are high-credit-quality
financial institutions. There has no recent history of
default in relation to these financial institutions. The ECL
on all bank deposits is close to zero.

For other receivables, management makes periodic
collective assessments as well as individual assessment
on the recoverability of other receivables based on
historical settlement records and past experience. The
management believes that there is no material credit risk
inherent in the Group’s outstanding balances of other
receivables and the ECL is close to zero.

For trade receivables, the Group has credit policy to
monitor the credit risk. In general, the credit record and
credit period for each customer are regularly assessed,
based on the customer’s financial condition, historical
payment record and other factors such as current market
condition.

The Group categories trade or other receivables for
write off when a customer or debtor fails to make
contractual payments. Where trade or other receivables
have been written off, the Group continues to engage in
enforcement activity to attempt to recover the receivable
due. Where recoveries are made, these are recognised in
profit or loss.

The Group applies the simplified approach to providing
for ECLs prescribed by HKFRS 9, which permits the use
of the lifetime ECL provision for all trade receivables from
third parties and related parties.
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6. FINANCIAL INSTRUMENTS (continuea) 6.

(B)

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

FINANCIAL RISK MANAGEMENT OBJECTIVES AND (B)
POLICIES (continued)

Credit risk (continued)

The following table provides information about the
Group’s exposure to credit risk and ECLs for trade
receivables as at 31 December 2018:

SRMIA#)

BHRAREEERRBR (#)

=ERE (&)
TREREEAEER TN
F+-_A=+—BREBEHERHKRX
HfERzEFEERRREREE
[\ B2 B A -

Trade receivable

B Z EWFIE
Gross carrying
Expected loss amount Loss allowance
EHIEE BRE#E EiEEE
% RMB’000 RMB’000
Baok AR%T T AR T
Current (not past due) BER (R HER) - 129,711 =
1-90 days 1£290K 1.54 106,001 1,637
235,712 1,637

Expected loss rates are based on actual loss experience
over the past two years. These rates are adjusted
to reflect differences between economic conditions
during the period over which the historic data has been
collected, current conditions and the Group’s view of
economic conditions over the expected lives of the
receivables.

There was no material impact on trade and other
receivables for the initial application of the new
impairment requirements under HKFRS 9 compared with
under HKAS 39.

The Group has no significant concentration of credit
risk in respect of the trade and other receivables,
with exposures spread over a number of debtors and
customers.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

6.

FINANCIAL INSTRUMENTS (continued)

(B)

FINANCIAL RISK MANAGEMENT OBJECTIVES AND
POLICIES (continued)

Liquidity risk

In management of liquidity risk, the Group monitors and
maintains a level of cash and cash equivalents deemed
adequate by the management to finance the Group’s
operations and mitigate the effects of fluctuations in

cash flows. Management monitors the utilisation of bank
borrowings and ensures compliance with loan covenants.

The following table details the Group’s remaining
contractual maturity for its non-derivative financial
liabilities based on the agreed repayment terms. The
table has been drawn up based on the undiscounted
cash flows of financial liabilities based on the earliest
date on which the Group can be required to pay. The
table includes both interest and principal cash flows.

6. E®IHA#)

(B)

BHEREEERREBR (#)

REERDESRR ~AKEER
REFREMBASEFEDNER
BERREABMNAKREZEEZK
FoRBERERERDITE-E
BEEERRTERZHRERL
R A BRI

TERREZTEEMRFAIASE
BETESREBZIHR TGO
HIEI - AR I IRBEA K EAN K
ZEFEHRERABEIARTR
RenEmMER ZREBENER
AERMEME

As at 31 December 2018

R=ZF-N\F+=A=+—H
Total
On demand or undiscounted Carrying
within 1 year cash flows amount
RERZH RIFRBES
MER mEAE BREE
RMB’000 RMB’000 RMB’000
AR¥T T AR¥T T AR TR
Trade and bills payables B S RN FIE
RENER 35,204 35,204 35,204
Accrued expenses and EErE A RHEA
other payables & IR 6,583 6,583 6,583
Bank borrowings RITER 196,930 196,930 196,930
238,717 238,717 238,717
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For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

FINANCIAL INSTRUMENTS (continued) 6. &®MIA#®)

(B) FINANCIAL RISK MANAGEMENT OBJECTIVES AND B) HXEKREEEERBEK (£)
POLICIES (continued)

Liquidity risk (continued) HEELEE ()

As at 31 December 2017
R_E—+F+_H=+—H
Total
On demand or undiscounted Carrying

within 1 year cash flows amount
RERK AFTHRRE
R1ER = A EE RREE
RMB’000 RMB’000 RMB’000
ARET T AREBT T ARBT T

Trade and bills payables 5N FIE

RENZERF 68,549 68,549 68,549
Accrued expenses and EETERAKEM
other payables J& - R IE 8,397 8,397 8,397
Bank borrowings RITER 171,623 171,623 163,480
248,569 248,569 240,426
(C) FAIR VALUE () A¥E&E
The directors of the Company consider that the carrying RAREERE BREHLRE VB
amounts of current financial assets and current financial ¥R 3% P DA E BRI 3 0% 4 B 8 X AR
liabilities recorded at amortised cost using the effective ABRZRBcRMEERTE R
interest rate method in the consolidated financial BERS R ARk BAR B - iR ELER
statements approximate to their fair values due to their EEEEANFERS -

immediate or short-term maturities.

ANNUAL REPORT 2018  {(Q7
20184 F 3§



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRHE

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

6. FINANCIAL INSTRUMENTS (continued)
(C) FAIR VALUE (continued)

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

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

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

° Level 3 inputs are unobservable inputs for the asset

or liability.

The carrying amounts of the Group’s financial assets
and financial liabilities as reflected in the consolidated
statement of financial position approximate their
respective fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

REVENUE AND OTHER INCOME AND GAINS/ 7. WREHEMBARKE @&
IMPAIRMENT OF FINANCIAL ASSETS ERE

Revenue represents the amounts received and receivable WaiER —MEBBEPREEERR
for goods sold and service provided in the normal course of RERS 2B W REKREE (EMRT
business, net of discounts, sales returns and sales related W EERMAEEMRERIE) - FAXR
taxes. Analysis of the Group’s revenue for the year is as SEZWmz AT :

follows:

2018 2017
—E-N\F T4

RMB’000 RMB’000
AR®T R ARBTT

(i) Revenue (i) W =
Sale of goods HEE M 521,186 538,264
(ii) Other income and gains (i) Hfth g A & W &
Bank interest income RITHIEHA 592 491
Government grants (Note a) BT e) (Hika) 1,224 851
Exchange gain, net [& 5 a5 558 8,887 =
Imputed interest on promissory FEUA R ZIRHEER B
notes receivables 3,131 2,908
Others (Note b) HAth (Kiztb) 283 639
14,117 4,889
(iii) Impairment allowance of financial assets (jii) & &b & 7= Bl B & 15
Impairment allowance of B 5 WA R EEE
trade receivables (651) -
Notes: B 5 -
(@) During the year, government grants of approximately @ FREBURZBF#EBOASARE
RMB1,224,000 (2017: RMB851,000) were received, where 1,224,000 (=T —tF: ARK
the Group had fulfilled the relevant criteria, in respect of certain 851,0007t) ' A - AEEBEHEE T
research and development projects. The amounts were therefore MEIBE 2 HERE -t 2525
immediately recognised as other income. BIRSHER A E UL A °
(o)  The amount represents compensation received from insurance (o) ZFLBENFALKRE D AUEH
company and sales of obsolete inventories during the year. ERRBRTFERHERE-
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

’%',%'_A

For the year ended 31 December 2018 HZE - &

B 5 ¥ 3% M &

SEGMENT INFORMATION

The Group is engaged in a single operating segment, the
manufacture and sales of umbrellas. Operating segment is
reported in a manner consistent with the internal reporting
provided to the chief operating decision maker (the “CODM”).
The CODM is responsible for allocating resources and
assessing performance of the operating segments, has been
identified as the board of directors as they collectively make
strategic decision in allocating the Group’s resources and
assessing performance. No segment assets, liabilities and
other segment information in the measure of Group’s segment
result and segment assets are presented as the information
is not reported to the CODM for the purposes of resource
allocation and performance assessment.

PRODUCT INFORMATION

The Group has been engaged in manufacturing and sales of
POE umbrella, nylon umbrella and umbrella parts. An analysis
of the Group’s revenue by product category is as follows:

—NFE+ZA=+—HLFE

AREBKZEE—DE Eﬂﬁd_&ﬁﬁﬁfﬁ
#OZ%E%‘*BE&E@ET TEZER
RE(ZTEREARED ZRBHRE
—HZAARZHR-AREFEROEARN
SEEREFERBEARELRBIER
E-MABENEERRMGEEED LR
BZIBLBRREBREAREST S 5t
ERKBZOBEERDHBEERL &
2D MEE ABEREMOBER:
ﬁthEEb'/\Iﬁ?féﬁ D B M 2R3 A
BRRERESBAER-

EREHR
REBUEEHERHEPOERSE ERE
R MRRETEMF AEEIREMER
glp 2 Wam DT

2018 2017

—E-)N\F —T—tF

RMB’000 RMB’000

ARBT R ARBTT

POE umbrella POE f9#r 177,148 275,679
Nylon umbrella JERER 184,676 171,097
Umbrella parts AT HM 159,362 91,488
521,186 538,264
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

SEGMENT INFORMATION (continuec) 8. oHEEH &)

GEOGRAPHICAL INFORMATION ih @ & B

The Group’s operations are located in the PRC, accordingly, REE s EBEMNFE - A EE25)
no geographical information about the Group’s assets and FEREBEERBENHEER K
liabilities has been presented. The Group’s customers are EECEFPEZEMRARRPE 17
mainly located in Japan and the PRC. An analysis of the BUEHASEERBINEE P 2 Wtk
Group’s revenue from external customers presented by Wz oEFman T

geographical location is detailed below:

Revenue from external customers REIBEFE 2z 2018 2017
—E2-N\F —E—tF

RMB’000 RMB’000
AR®T R ARBTT

Japan AR 259,965 337,436
PRC ¢ 133,796 110,787
Other H A, 127,425 90,041
521,186 538,264
INFORMATION ABOUT MAJOR CUSTOMERS FBFXEEFZER
Details of the customers individually representing 10% or more ERME AEBEWZ10% A EZ2RFE 2
of the Group’s revenue are as follows: FIBEMT

2018 2017
—EBE—N\F —E—+F

RMB’000 RMB’000
AR®T R ARBTT

Customer A* =EA* - 70,761
Customer B* =FEB* - 80,419
Customer C XFEC 130,690 128,589
Customer D* = FD* - 63,536
Customer E* XFE 127,425 =
Customer F* XEF 70,354 =

*

The corresponding revenue does not contribute over 10% of the * HEERETELEERAFEREBANK
total revenue of the Group in the respective year. = .210% A ko
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRHE

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

9. FINANCE COSTS

Interest expenses on:
— bank borrowings wholly repayable

within five years RITENX

THBBEZHBFX
—ZARLFRNEHEEZ

Bt 35 AR AR

2018 2017
—E-N\F

—T—+F
RMB’000
ARET T

RMB’000
ARBT R

10,511 9,454

10. INCOME TAX EXPENSE

10. Fr8FHBxX

2018 2017
—E-N\F —E—tF
RMB’000
ARET T

RMB’000
ARBTT

Current income tax BNERFT1S A
- PRC Enterprise Income Tax —HRCEMER 7,426 3,870
Over-provision in respect of prior year BT FE AR (866) (695)
6,560 3,175

i) Pursuant to the rules and regulations of the Cayman
Islands and BVI, the Group is not subject to any income
tax in the Cayman Islands and BVI.

ii) No provision for Hong Kong profits tax has been
made for subsidiary established in Hong Kong as this
subsidiary did not have any assessable profits subject
to Hong Kong profits tax during the years ended
31 December 2018 and 2017.

i) Under the Law of the PRC on Enterprise Income Tax
(the “EIT Law”) and Implementation Regulation of the EIT
Law, the tax rate of the PRC companies is 25% for the
years ended 31 December 2018 and 2017.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

INCOME TAX EXPENSE (continued) 10. FREHFAX (&)

iv)  According to the Corporate Income Tax law and its v) REBCEMGTUEREEMRTA
implementation rules, dividends receivable by non-PRC EFPHERCEEPE D FEIRE
corporate residents from PRC enterprises are subject BRE_ZSZN\F— A —B#%&HERN
to withholding tax at a rate of 10%, unless reduced by B e 1 B P BB - R IR IR R T R A0
tax treaties or arrangements, for profits earned since kL HER % BRIEEKAR KA
1 January 2008. #210% B R GANTEF T -

The income tax expense for the year can be reconciled to the FAMSHAYHGEBERREMAZE

profit before taxation per the consolidated statement of profit Wk 2R A S RAT

or loss and other comprehensive income as follows:

2018 2017
e AS: S —B—+F

RMB’000 RMB’000
AR®TR ARBTT

Profit before taxation B 5 A A 25,260 6,705

Tax at domestic income tax rate of 25%  IZBEANFT1EF K25% & 2

IR 6,315 1,676
PRC dividend withholding tax P EAR B TEINEL - 335
Tax effect of non deductible expenses AT A 2 g & 2,329 2,586
Tax effect of non-taxable income IERTUA Z B 75 2 28 (1,218) (727)
Over-provision in respect of prior year B FE BB (866) (695)
Income tax expense for the year FARGBRAX 6,560 3,175
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

’%',%'_A

For the year ended 31 December 2018 HZE - &

11.

B 5 ¥ 3% M &

PROFIT FOR THE YEAR

—NFE+ZA=+—HLFE

1. FR&®

i A

2018 2017

—E—N\HF —E—+4F

RMB’000
ARBT R

RMB’000
ARBTT

Profit for the year has been arrived F AL T 518 E

at after charging: (Ei
Salaries and allowances FekEN (TREESHE)

(excluding directors’ emoluments) 64,376 79,934
Retirement benefit scheme contributions i R 4@ Fl| 51 2t 7%

(excluding directors) (T"BRREES) 14,541 16,186
Equity-settled share-based payment DiEmEE AR BER

NES - 3,986
Total staff costs BIXAEE 78,917 100,106
Cost of inventories recognised TR RBEX 2 FEKAR

as an expense 441,792 457,326
Loss on disposal of property, LEWE - BELE&EZEE

plant and equipment 35 203
Depreciation of property, Y- BEREREITE

plant and equipment 6,172 6,671
Amortisation of prepaid lease payments  TE/5 1 & 51 78 £ 936 936
Research and development expenses MEEFR = (Msta)

(Note a) 16,997 10,714
Net foreign exchange loss b X 51855 - 8,088
Auditor’s remuneration 1% SR B & 606 588
Equity-settled share-based payment AR EE ARG AER 2

(E

Employees other than Directors B8 (EE/KRIN) - 3,986

Consultants E S - 1,630
Total equity-settled share-based payment ARz & & AR A EME 2

R 4asa - 5,616

Notes:

i

(@) During the year ended 31 December 2018, included in the (@)
research and development expenses was approximately
RMB1,625,000 (2017: approximately RMB1,558,000) related to

staff cost.

114 CHINA JICHENG HOLDINGS LIMITED

PERERIERAR AR

RBE-Z—N\F+=-A=+—AH1
FEGAMERIZEINALN A
AR#1,625,000C (ZZ—EF: HA
K #1,5658,0007T ) °



12.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

EARNINGS PER SHARE 12.

The weighted average number of ordinary shares for the
purpose of basic and diluted earnings per share for years
ended 31 December 2018 and 2017 respectively were
adjusted for the share consolidation on 10 October 2017.

For the year ended 31 December 2018 and 2017, the
computation of diluted earnings per share for the year assume
the exercise of outstanding share options of the Company
since the average market price was higher than the exercise
price of the share options during 2017.

Earnings ZF|
Earnings for the purpose of basic and

diluted earnings per share

B & 7

SLERER KL ETRIM

BREF

AR EEE T \FR=-F—+
F+-A=Z+—BHBLEFEZEREAR
BERN @B METIIE BN
T ETATEETIROAMT
LAFEEE o

HEz_Z—N\FEkZZT—tF+=A
=+ HBULFE FEZFEZERE
SERFBREANRNR M ATTEZ BIREE
I RAB-_Z—tHFZFHMES
REBIREITEE -

2018
—B-N\F

2017
—F—+F
RMB’000
ARET T

RMB’000
AR®T

=]

18,700 3,530

Fhat HZ AR AT
& BB AN a8

Weighted average number of ordinary
shares for the purpose of calculating
earnings per shares:

Basic
Diluted

BN
B

3,784,421
3,784,634

3,750,000
3,808,192
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

13. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S 13. EX THEIREEHMS
AND EMPLOYEES’ EMOLUMENTS
(A) DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S A ESERITHAZRMS
EMOLUMENTS
Details of emoluments paid and payable to the directors FHRNRAALBES (BREITHER
of the Company, which include the Chief Executive (Mf1a#]) ) B RN 2 B
Officer (“CEQ”) for the year are as follows: SFBEAT:

Year ended 31 December 2018
BE-Z-NEt-A=t—HLEE
Salaries Retirement
and other  benefit scheme

allowances contributions Total

Fek RIKER
e Hft2as STEI MR @t
RMB’000 RMB’000 RMB’000 RMB’000
AR®T R ARETR AR%T AR®T

Executive directors: HIES:
Huang Weniji (CEQ) BXE (1TB#) - 500 4 504
Yang Guang o - 200 4 204
Lin Zhenshuang WEE - 300 4 304
Chung Kin Hung, Kenneth Rtk 152 - - 152
Independent non-executive BUFNTES:
directors:
Lee Kit Ying, Winnie TR 152 - - 152
Yang Xuetai BEX 61 - - 61
Tso Sze Wai R4 152 - - 152
517 1,000 12 1,529
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13. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRRME

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

13. EE THRIAREEMSE (&)

AND EMPLOYEES’ EMOLUMENTS (continued)

(A)

DIRECTORS’ AND CHIEF EXECUTIVE OFFICER’S A EERTHEARMS (&)

EMOLUMENTS (continued)

Year ended 31 December 2017
HE-ZtF+-A=T—-HILEE

Salaries Retirement
and other  benefit scheme
Fees allowances contributions Total
Hek RIKEA
e H 2B STEIHK At
RMB'000 RMB’000 RMB’000 RMB’000
AREFTL ARETT ARETT ARETT
Executive directors: HITEE:
Huang Wenii (CEQ) BXE (1TB#) - 517 4 521
Yang Guang B - 200 4 204
Lin Zhenshuang Hag - 190 4 194
Chung Kin Hung, Kenneth B 155 - - 155
Independent non-executive BUFHTES:
directors:
Lee Kit Ying, Winnie FHER 155 = = 155
Yang Xuetai BEX 62 - - 62
Tso Sze Wai ERH 155 - - 155
527 907 12 1,446

No directors or CEO waived or agreed to waive any
emoluments paid by the Group during the years ended
31 December 2018 and 2017. No emoluments were
paid by the Group to any of the directors or CEO as an
incentive payment to join or upon joining the Group or as
compensation for loss of office during the years ended
31 December 2018 and 2017.

Salaries, allowance and benefits in kind paid to or for
the executive directors are generally emoluments paid
or receivable in respect of those persons’ other services
in connection with the management of the affairs of the
Company and its subsidiaries.

BE_Z-—N\FRkZE—tF
+_A=+—HLFE HEES
NITHRBENESRERELRSE
EXffzEAME -HE=F—N\
FRZFE—+F+=-_A=+—8H
WEFE - NEEWETSEFHN T FE
AIEFRTHABE EREZFMA
REB R MAREE S 2 52E)
SERBER 2 fHE -

AATEEINIRBFEFXNZ
o RMAEVRMNBE SRR
FHEEARALREMNBARE
578 B B9 E At AR 75 1R 18 35 2 3 =%
mERKZME -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

13. DIRECTORS’, CHIEF EXECUTIVE OFFICER’S 13. EE - THARKREEMS &)
AND EMPLOYEES’ EMOLUMENTS (continued)
(B) EMPLOYEE’S EMOLUMENT B) EEM=
All of the five individuals with the highest emoluments hammIm AT ALAEEES -
were employees of the Group. The emoluments of the haEmHFATZHE0T

five individual were as follow:

2018 2017
—E-N\F —E—+F

RMB’000 RMB’000
AR TR ARBTT

Salaries and other allowances o K E A ERL 473 708
Retirement benefit scheme contributions 3R /R 4& FI| 5+ 21 4 2% 10 16
Equity-settled share-based payment R EE RN B
B2 R - 2,277
483 3,001
The emolument was within the following bands: BN RIATEE :

HKD1,000,000 or below 1,000,000/ T3k LA T~ 5 5
During the year ended 31 December 2018, no HE_Z—-\F+=-A=1+—AH
emoluments were paid or payable by the Group to the EFE AEEVEENRENE
directors, CEO or the five highest paid individuals as E TRAHSIAZESHHA L
inducements to join or upon joining the Group or as a < EREEMAREE S INA
compensation for loss of office. NEE & 2 RE)SERRERHE
14. DIVIDEND 14. RE
The Directors do not recommend the payment of a final EETEBRREHE_ZT—N\F+=A
dividend for the year ended 31 December 2018. =T HIEFEZRBEKS -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

15. ¥% -BERRE

15. PROPERTY, PLANT AND EQUIPMENT

Machinery and Motor Office
Buildings equipment vehicles equipment Total
BF HERRE AE WAERE Mgt
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
ARETT ARETT ARETE ARETT ARET:R
CoST 2%
At 1 January 2017 RZZ—+5—A—H 122,479 29,795 5,350 4,584 162,208
Additions RE 325 1,231 234 50 1,840
Disposals & - = (1,702) = (1,702)
At 31 December 2017 and R-E—+F+=A
1 January 2018 =t+—-HRk
—Z-N\¥-R—H 122,804 31,026 3,882 4,634 162,346
Additions wE - 895 226 20 1,141
Disposals e - (282) (350) 3 (635)
At 31 December 2018 RZE—\F 122,804 31,639 3,758 4,651 162,852
+-A=+-H
ACCUMULATED DEPRECIATION T E
At 1 January 2017 RZZ—tF—fA—H 26,953 20,749 1,694 3,970 53,366
Provided for the year FRRE 4,406 1,811 396 58 6,671
Eliminated on disposals B 8 - - (1,243) - (1,243)
At 31 December 2017 and RZZ—t&F+=A
1 January 2018 =t—-8k
—T-\¥—R—H 31,359 22,560 847 4,028 58,794
Provided for the year FRBE 4,415 1,202 362 193 6,172
Eliminated on disposals 6 3 8 - (254) (289) (k] (546)
At 31 December 2018 RZE-N\F
+-A=1+—H 35,774 23,508 920 4,218 64,420
CARRYING AMOUNTS BREE
At 31 December 2018 RZE-N\F
+-A=1+—-H 87,030 8,131 2,838 433 98,432
At 31 December 2017 N —tF
+=A=1+—-H 91,445 8,466 3,035 606 108,552
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BERRHE

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

15. PROPERTY, PLANT AND EQUIPMENT (continuea)

i) The above items of property, plant and equipment are
depreciated on a straight-line basis at the following rates
per annum:

10% - 25%

10% — 33%

10% - 20%

Over the shorter of term of
the lease or 2.5%

Machinery and equipment
Motor vehicles

Office equipment
Buildings

if) As at 31 December 2018, buildings with carrying
amounts of approximately RMB63,182,000 (2017:
RMB65,351,000) have been pledged to secure banking
facilities granted to the Group.

16. PREPAID LEASE PAYMENTS

Prepaid lease payments comprises of leasehold land held
in the PRC under medium-term lease and are analysed for
reporting purposes as follows:

Prepaid lease payments comprises of
leasehold land held in the PRC under
medium-term lease and are

15. % BEKRHE @)

)  EdYME BEARBEERASR
EATHIERGFERE:

10%—25%
10%—33%
10% —20%
FHEFSk2.5% -
NBREE A%

i)y RZE—N\F+ZA=+—H0"K
HE4 A AR63,182,0007T (=
T—+F: AR#65,351,0007T)
ZEFERBEAREBERIRE
TREZER

16. FE{SHEEFE

BNHEERESERFERERBHES
FAEZMEE T WtkE B A9 540
T

2018
—E-)N\F

2017
—E—+tF

RMB’000
ARET T

RMB’000
AR® TR

BNHEEFEBERT
RizPHEEHRAZ
HE+ WS B K

analysed for reporting purposes as follows: #7421
Non-current asset IERENEE 34,467 35,403
Current asset MENEE 936 936
35,403 36,339

120 CHINA JICHENG HOLDINGS LIMITED

PERERIERAR AR



16.

17.

18.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

PREPAID LEASE PAYMENTS (continued)

As at 31 December 2018, leasehold land with carrying
amounts of approximately RMB30,652,000 (2017:
RMB31,463,000) have been pledged to secure banking
facilities granted to the Group.

PROMISSORY NOTE RECEIVABLES

The principal amount of the promissory note was
RMB34,800,000 and the fair value of the promissory note at
initial recognition was approximately RMB28,700,000. The
maturity date is 2 years from the issue date of promissory note.
The promissory note was measured at amortised cost with an
effective interest rate of 10.13%. As at 31 December 2018,
the carrying amount of the promissory note was approximately
RMBNIl (2017: RMB31,616,000).

INVENTORIES

16. FE{SHERE (&)

R-_ZE—NF+-_A=+—8 FEE
45 AR #30,652,0007T (ZE—+4F:
AR #31,463,00070) 2 HHE L B K
HEAARSEEERIRITHE &R

17. AN EEEWFIE

HH EHRE AR € ' R A R 34,800,000
T AR ERR YR EREN QAL
A AR #28,700,0005T ° 2 B H A& B %
H 3T B EME2F o A H ZIR IR
ARG E BERFMER1018% c A=
TE-N\F+-_A=+—H AXZEH
FEABENAARBKZS T (ZE—t4:
AR #31,616,0007T) °

18. 7€

2018 2017
—E2—N\F —E—tF

RMB’000 RMB’000
AR®T R ARBTT

Raw materials E R 119,800 147,286
Work-in-progress & m 12,059 23,302
Finished goods BURY fh 29,239 34,244

161,098 204,832

ANNUAL REPORT 2018 {21
20184 F 3§



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e BERRHE

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

19. TRADE RECEIVABLES 19. EZEIWKIE

2018 2017
—E—N\HF —E—+4F

RMB’000 RMB’000
ARBT R ARBTT

Trade receivables B 5 RWKIA 235,712 154,350
Less: Allowance for bad and doubtful debts & : RIZER B & (1,637) =
234,075 154,350

The Group generally allows a credit period of 30 — 150 days AEEREZESEPREZEER—R
to its trade customers. The Group does not hold any collateral B30E150B - AE B W EBZ S 4 5%
over these balances. BBEEMERS-
The following is an aged analysis of trade receivables THARmERR(REHRRER
presented based on the invoice date at the end of the IR REZEEHEY 28 H R
reporting period, which approximated the respective revenue HZ RO o

recognition dates.

2018 2017
—E-N\F —T—tF

RMB’000 RMB’000
AR®T T ARBTT

0 to 90 days 0%290H 129,711 103,116
91 to 180 days 91%£180H 78,617 51,234
Over 180 days 180H BA E 25,747 -
234,075 154,350
The Group has individually assessed all receivables. No AEEE ERFHESRKRIBE -EHE
impairment losses were recognised during the years ended —E-N\EFRZFE—EFTA=1T—
31 December 2018 and 2017. BIEFE BERDRERSE-
The aged analysis of trade receivables that was past due (i.e. Bl (EBEERBERBECE
over the credit period) but not impaired are as follows: S EWGRIB 2 BRI DT T

2018 2017
—E2—N\F —E—tF

RMB’000 RMB’000
AR®T ARBTIT

Over the credit period BB EEH
1 to 90 days 1290H 104,364 51,234
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For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

19. TRADE RECEIVABLES (continuea)

Movement in the allowance for bad and doubtful debts:

19. H5mKKE ()
REER G

Balance at beginning of the year FHEE R - =
Adoption of HKFRS 9 BT 7 B T & 22 R

FE5R (986) -
Expected credit loss TEEEEEIE (651) =
Balance at end of the year FIREERR (1,637) =

The Group recognised impairment loss on individual
assessment based on the accounting policy stated in Note 3.
No impairment loss has been provided for the year ended 31
December 2017.

In determining the recoverability of trade receivables, the Group
considers any change in credit quality of the trade receivables
from the date credit was initially granted up to the reporting
date. In view of the good settlement history from those
receivables of the Group which are past due but not impaired,
the directors of the Company consider that no provision for
impairment is necessary in respect of these balances.

The Group’s trade receivables that are denominated in
currency other than the functional currency of the relevant
Group entities are as follows:

AN £ B AR 15 MY SESPT at BO & AT BUR FE R
ERFEREER BE-FT—tF
TZA=T—BLEFEYEFRRES
B

BT E % RWFRIA 2 A Bl 1 - A
SEeZERAVIRIEEEZEHES
BERMRLIEIREHAZEEER
ZEME - ERAEEZFCAHRE
AREZBYGREBESELERL
BARREERREFINZFEBREL
B -

AREE AR E B R a S
2B 5 EYCRENT -

USD eV
JPY BT

22,002 16,998
612,643 492,638
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For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILFE

20. PREPAYMENTS AND OTHER RECEIVABLES

21,

20.

ANREREMEKKE

2018 2017

—E—N\HF —E—+4F

RMB’000 RMB’000

ARETx ARETIT

Other receivables H g W IR 16,680 848
Value-added tax receivables JE Uk 2 (B R 31,418 33,866
Prepayments TEFRIE 49,518 24,314
97,616 59,028

The Group does not hold any collateral over these balances.

PLEDGED DEPOSITS AND BANK BALANCES AND CASH

The bank balances and cash comprise of cash held by the
Group. The bank balances for the year ended 31 December
2018 carried interest at the prevailing market rate 0.30% (2017:
0.30%) per annum. The pledged deposits carried fixed interest
rate of 1.30% (2017: 1.835%) per annum during the year ended
31 December 2018.

The Group’s pledged deposits and bank balances and
cash denominated in RMB amounted to approximately
RMB74,802,000 (2017: RMB89,017,000) as at 31 December
2018. Conversion of RMB into foreign currencies is subject
to the PRC’s Foreign Exchange Control Regulations and
Administration of Settlement, Sales and Payment of Foreign
Exchange Regulations.

The Group’s pledged deposits, short-term bank deposits and
bank balances and cash that are denominated in currency
other than the functional currency of the relevant Group entities
are as follows:

UsD ETT
JPY Hit
HKD BT

21,

ARER B B % SRR A A G

EEAFREBTERKRAES

BRTEHRLKBAeBEAEEREFFZHE
e BHE_ZTE-—N\F+=-A=+—81
FE RITEBRIRIRITTEFHE0.30%
(ZZE—tF:030% )it B -HE-Z
—N\NF+-—A=+—BIFE BiK#F
FRUREEFEFNE1.30% (ZB—+4:
1.35% )FF B °

R-ZE—NF+_A=1+—H A&EH
UIAREGE 2 EERERRBITEH
NIE &4 A ANRET4,802,0007T (==
—+4F: AR #89,017,0007T) ° A R#&
R AINE AT B (HMNEE IR IEHI)
AR (EE -SERMESERTE) AT

i
e

AEBARAESEERIFVNEERE
ZEERER EHRTHERRRITE
PBRRIREIAT

2018 2017
—E—N\HF —E—+4F
RMB’000 RMB’000
ARET T AR T T
1 —

1,506 998
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For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

22. TRADE AND BILLS PAYABLES

2 EFZENREREMSEE

2018 2017
—E—N\EF —E—+4F

RMB’000 RMB’000

ARBT R ARBTT

Trade payables g S EMNFIE 2,339 11,169
Bills payables R RE 32,865 57,380
35,204 68,549

An aged analysis of trade and bills payables presented based
on the invoice date at the end of the reporting period is as

RBEARRERARAZIN 2 EZ RN
AR ENRE R

follows:
2018 2017
—E-N\F —E—tF
RMB’000 RMB’000
AR¥ TR ARET T
0 to 90 days 0£90H 18,564 33,485
91 to 180 days 91%180H 14,910 33,824
181 to 365 days 181£365H 1,730 1,240
35,204 68,549

The credit period on purchase of goods ranged from 30 days
to 120 days. The Group has financial risk management policies
or plans for its payables with respect to the credit timeframe.

BEERZEEHN FI0RE1208 -
N5 B B E e AN SR 2 (= B HARR &l ' B
R EIE R RS -
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For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILFE

23.

24,

ACCRUED EXPENSES AND OTHER PAYABLES

23.

FEET B AR E MR KA

2018 2017

—E-N\E —T—tF

RMB’000 RMB’000

ARBT R AR T T

Receipt in advance (Note) TEM R (B =E) 303 189
Other payables H b &~ 5OE 2,065 2,666
Accrued expenses JESTF 4,518 5,731
6,886 8,586

Note:

Receipt in advance represented advance payments relating to sale
of goods received from customers pursuant to the respective sales
contracts.

PROVISION FOR LITIGATION

On 11 January 2017, deposit of approximately RMB1,039,000
was set aside as a guarantee deposit by Fujian Province
Zhangzhou Zhangpu People’s Court (“Deposit”).

On 13 March 2017, with the effort of Fujian Province
Zhangzhou Zhangpu People’s Court, both parties agreed
to reconcile on Litigation. Jinjiang Jicheng agreed to make
one-off payment with an amount approximately RMB950,000
to Mr.Yao as damage with condition that Mr.Yao will not pursue
further actions regarding the Litigation for remaining balances.

The case was fully settled in March 2017 by the Deposit
according to rulings for enforcement issued by Fujian Province
Zhangzhou Zhangpu People’s Court.
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For the year ended 31 December 2018 #E — &

25. BANK BORROWINGS 25. SRITER

2018
—E-N\F

RMB’000
AR®T R

BEM AR B RS HRE
—F N

Secured, repayable within one year
from the end of the reporting period

B

ik

-

196,930

=

A

B 5 ¥ 3% MY &

—N\F+-_A=+—BLFE

2017
tF

RMB’000
ARBTT

==
= —

163,480

The reconciliation of liabilities arising from financing activities is

MELTHMELABZHEKRNAT:

as follows:
2018 2017
—Z2-N\F —tF
RMB’000 RMB’000
AR¥T T ARET T
As of 1 January R—A—H 163,480 172,451
Repayment of bank loans EBIRITTER (189,130) (172,611)
New bank loans IRITE R 222,580 163,640
As of 31 December R+=—A=+—8” 196,930 163,480
Notes: B E -
i) As at 31 December 2018, all bank borrowings carried fixed i) K:g NEF+ZA=+—H 2F

A

TR FIEN F4.35% £5.85% (==&
—t¢ 4.62% £5.75% ) 2 [E & F 7
R BEXR—FRE -

rates of interest from 4.35% to 5.85% per annum (2017: 4.62%
t0 5.75% per annum) and were due within 1 year.

The Group’s bank borrowings at the end of each reporting BEMEBR2BITEREA N

period were secured by the followings:

EHRITERNBAAEEUATE
£

a) All bank borrowings were secured by the Group’s follow

assets:

2018 2017

=B-N\F =5 e hE

RMB’000 RMB’000

AR® T ARETF T

Leasehold land and building HELHHREF 93,834 96,814
Bank deposits RITIF K 7,450 23,101
Total =X 101,284 119,915
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For the year ended 31 December 2018 HZE - &

26. SHARE CAPITAL

—NFE+ZA=+—HLFE

26. R

Number of shares Nominal value of ordinary shares
BRGEE EERZEE
HK$'000 RMB’000
FHL ARETTT
Authorised: ETE
At 1 January 2017, ordinary RZE—+F
shares of HK$0.00008 each —A—H BREE
0.000087 JT 2 & i 125,000,000,000 10,000
Effect of share consolidationto ~ F& {74 6 ‘#ﬁiﬂ&ﬁﬁo 0016
HK$0.0016 each (Note a) B E (MizTa) (118,750,000,000) -
At 31 December 2017, R-ZE—+tF+-A=+—H
1 January 2018 and —-NF-A—-BRk
31 December 2018 ordinary ZE-N\FTZA=1+—H
shares of HK$0.0016 each SREE0.0016 L2
TiER 6,250,000,000 10,000
Issued and fully paid: BREITRARE:
At 1 January 2017 RZZ—+&F—H—H 75,000,000,000 6,000 4,731
Effect of share consolidation BirattzwE (HFa)
(Note a) (71,250,000,000) - -
At 31 December 2017 and RZT—tF
1 January 2018 +=A=1+—
M_ZF— /\¢ H—H 3,750,000,000 6,000 4,731
Issue of share upon exercise of 7718 BE AR AERS 21T AR 17
share options (Note b) (&) 36,000,000 58 51
At 31 December 2018 RZZ—N\F
+-A=+—H 3,786,000,000 6,058 4,782
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For the year ended 31 December 2018 HE - T — \F+ A =Z+—HIFE

26. SHARE CAPITAL (continued)

Notes:

(@)

Pursuant to an ordinary resolution passed by the shareholders
of the Company at the extraordinary general meeting of the
Company held on 9 October 2017, a share consolidation
was approved with effect from 10 October 2017 in which
every twenty (20) share issued and unissued ordinary share of
HK$0.00008 each in the share capital of the Company was
consolidated into one (1) consolidated share having a par value
of HK$0.0016 per consolidated share (“Share Consolidation”).
Immediately after the Share Consolidation, the number of the
authorised share capital of the Company was consolidated into
6,250,000,000 consolidated shares, of which 3,750,000,000
consolidated shares were issued and fully paid. Details of
the Share Consolidation are disclosed in the circular of the
Company dated 14 September 2017.

During the year ended 31 December 2018, 36,000,000 share
options had been exercised by a holder at exercise price of
HK$0.097 per option to subscribe for 36,000,000 ordinary
shares of the Company at a total consideration of approximately
HK$3,492,000 (RMB3,067,000). The total consideration and
transfer of share options reserve of approximately HK$659,000
(RMB570,000) were credited to share capital of approximately
HK$58,000 (RMB48,000) and share premium of approximately
HK$3,434,000 (RMB3,421,000). Details of the share options are
set out in Note 28.

All shares issued during the years ended 31 December 2018 and 2017
rank pari passu with existing shares in all respects.

26. BRA (&)
GEE

@ WREAQRABRENR=_Z—+tFt+AN
HRIOZAABDBREFIAE LB
ZEBRER ROGHERE =
T—tE+ATEREER B AR
A) f% A8 FR & — + (20) A% T {E0.000087
TZBEBEITRABTEBRAFA—
(1) B = B (50.00168 7T 2 & HH % 15
(T’ EH]) - BEERMDE PR AR
A 2 7 TE R A6 #F £6,250,000,0000%
A BEIR 15 » & F13,750,000,0008% & HF
BROEEBITRBERE - FERKRG
AHFZHBRARFBHAE=Z—+t
FRATMBZBHAEE -

b #HE-_T-—N\F+-—A=+—HLLF
B BA ARTEE D B#0.097#
JL1T{36,000,00017 B A% 4 + LAGREE A
A A36,000,0000% I @ A% - BREL A
3,492,000/ 7t ( A R#3,067,0007T) °
5% P AR R 1 1 M) AR R (B £9659,000
77t (AR ¥570,0007T) B 5F AR A&
#958,0007% 7T (A K ¥48,0007T ) &
B% 19 % {8 #93,434,0008 T (AR
3,421,0007T ) © BE AR A S B A M 7
28 °

REBEEZE-_ZE—N\NFE_ZT—+tF+=A
=+ —HLEFEZFRBEEEHTRMNRSHE
IR B R fh 2 BN AR o
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For the year ended 31 December 2018 HZE - &

217.

B 5 ¥ 3% M &

RESERVES
STATUTORY RESERVE

The statutory reserve fund is non-distributable and the transfer
to this reserve is determined by the board of directors in
accordance with the relevant laws and regulations of the PRC.
This reserve can be used to offset accumulated losses and
increase capital upon approval from the relevant government
authorities.

MERGER RESERVE

As at 1 January 2013, merger reserve represented the
difference between share capital of the new holding Company
and the aggregate of the share capital of the then holding
company of the Group and the companies comprising the
Group.

During the year ended 31 December 2014, Fujian Jicheng
acquired 17.96% of equity interests in Jinjiang Jicheng from
a related entity at total consideration of RMB3,700,000.
The amount of RMB2,590,000 was paid to the Controlling
Shareholder and the amount of RMB1,110,000 was paid to
the non-controlling shareholders. As a result, the acquisition
was considered as acquisition of 5.388% of indirect equity
interest in Jinjiang Jicheng from non-controlling shareholders
and acquisition of 12.572% indirect equity interests in Jinjiang
Jicheng from the Controlling Shareholder for business
combination under common control. For business under
common control purpose, the 12.572% indirect equity interests
in Jinjlang Jicheng held by the Controlling Shareholder had
been consolidated from the earliest date presented when
Jinjiang Jicheng first came under the common control of the
Controlling Shareholder before the acquisition.

As part of the Reorganisation, Jicheng HK agreed to acquire
100% and 82.04% of then resulting the registered capital of
Fujian Jicheng and Jinjiang Jicheng respectively and gained
control of them. RMB80,396,000 was recognised in merger
reserve representing the reserve arising pursuant to the
Reorganisation.
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217.

—NFE+ZA=+—HLFE

(G

EEE

EERBE NS0 A RIBEEAZ
ARHBEARNESERETEMERERR
ERRTE -ESBRBNE B AR
LA E R B R B IR RIBINE
Ko

RG]
R-ZE—=F—A—R &0REREHN

‘}

BERARZRABRNEEE R ZIERA
AIRAREET AR ZBAREZEZ
B

Pt 2
it

HE-_ZTZ—NW&F+=-_A=+—81L
FE BEEKNBAEEBWEST
EX17.96% 2Bl BREBARE
3,700,0007T » A R #2,590,0007T X fi F
=R AR SR M A R #1,110,0007T 2 1+ F
JEERR AR R o bt BLZ AL RIAE R 2 %
BEOEmE W SIEWAR AR IEER
% 3R Uk BE B 0T 5 Rk 5.888% 2 [ B AR #E
R e 722 P A SRR BE BT 52 A 12.572% 2
MERE X RRESNZEBMS
AR AR R P i BT A 12.572% 2 i HE
A #E FE BT SRR A UK BB B B R S22 AR AR
REAREHKBEZY & F B EERE
E\Eo

EREHRZ —HD SRBEBRED R
WIEREENK R E TSR E R 2 Mk
AN 2100% K82.04% - 3 BX 15 1% & 2 2
il 4% - A R #80,396,0007T B X A ff
B (EREEEMEE 2 FB) PHER -
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For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

EQUITY SETTLED SHARE-BASED TRANSACTION

On 3 November 2017, 360,000,000 share options were
granted to the Company’s employees and consultants at a
consideration of HK$1 per each grantee under the Company’s
share option scheme (no share options were granted during
the year ended 31 December 2018). Each option gives the
holder the right to subscribe for one ordinary share of the
Company. These share options are exercisable since the date
of grant and the exercise period will expire within one year
from the date of acceptance (i.e. 3 November 2017). The
exercise price is HK$0.097. 36,000,000 share options were
exercised during the year ended 31 December 2018 (2017:
Nil), the weighted average share price at the dates of exercise
is HK$0.11 and the weighted average share price at the dates
immediately before the exercise is HK$0.097 (2017: Nil). The
remaining 324,000,000 share options were lapsed during the
year ended 31 December 2018 (2017: Nil).

Details of the Company’s share option scheme are set out in
Director’s Report on pages 51 to 53.

The options outstanding at 31 December 2017 had an
exercise price HK$0.097 and a weighted average remaining
contractual life of 0.8 years (2018: Nil).

The fair value per share option granted during the year 2017
estimated at the date of grant using The Black-Scholes pricing
model was HK$0.0183. The assumptions used are as follows:

Fair value at measurement date HK$0.0183
Share price HK$0.097
Exercise price HK$0.097
Expected volatility 298%
Option life 1 year
Dividend yield 0%
Risk-free interest rate 0.88%

The expected volatility was based on statistical analysis of
daily share average prices of group of listed companies in
the similar industry over the one year immediately preceding
the grant date, adjusted for any expected changes to future
volatility based on publicly available information. Dividend yield
was estimated based on the dividend policy of the Group.
Changes in the subjective input assumptions could materially
affect the fair value estimate. There were no market conditions
associated with the share option grants.

28.

URESEEURDA/AER XS

RZE—+F+—A=H A2QAR
BEERENIZERARANBLZ
REME R B &M 1360,000,000
DERE(REZE2-_ZT—N\F+ A
—t+—ALtFEMERTEERE) -5
DERER TREAEMNREALAQF
—kEBR-ZSTERESRLAS
RO FITE - MITEBREREEMNA
HA—FE—tF+—A=A)EB—F
WIE M TEEB0.07BL-EHEZ
E-NF+_A=+—BLFE BT
1#36,000,00017 i Ax 1 (=& — £ 4F:
/) RITFE BB NET RGO ER
A0 TT MR B HE 1T Bl AY hIAE F 5
A& 7 (B4 B0.097 B T (Z T —+F:
) o #2 1324,000,00007 BB R E R E =
—E-N\EFE+-A=+—BIEEEEX
M(ZE—F 8],

ARREBRESEFBEINESTSHRE
%518 &E53H °

R_ZE—+F+-_A=+—HHKIT
2 B IR i 2 17 (£ (8 /&0.097% 7T & i
EFHHBTAEHNFHESF (ZF—N
Fom)o

RIEBE—+tEREZEOHBEREZAF
B 1 B #3152 A Black-Scholes & B 1%
K fh 5+ 450.01837% JT » FTEE A 2 R % 1A
T

Ret2EBZ2AFE 0018387
f& (& 0.0977 7T
I E 0.0977 7T
T8 5% 18 298%

FE A% 1 4F B 14

A% Bl e = 0%

42 3 gz 1) & 0.88%

BEHREENHERRE AR —FR
—HBEOTE L AR BREZ S
DI AT E R R MR R 2 TR B
BIFLRAB - BERSXERNAKEK
EBRGHEE - TB2HBRZEARE
SHAVTEZHEEEAFE MR A
X 0 P A R 0 R R o
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For the year ended 31 December 2018 HE—ZE— \F+_A=+—HILFE

28. EQUITY SETTLED SHARE-BASED TRANSACTION 28. UREGEEUROGRERZRS
(continued) (#)
The equity-settled share-based payments charged to the profit HE_ZT—+tF+_A=+—HLEFE"
or loss was RMB5,616,000 for the year ended 31 December BERMR 2 AR EE RN AER
2017. 2R R AR #5,616,0007T ©
During the year ended 31 December 2017, no share option WBE_Z—+F+_HA=+—RHILF
was exercised. & WA B AR AT -

29. RELATED PARTY TRANSACTIONS 2. BEALRS
COMPENSATION OF KEY MANAGEMENT PERSONNEL TEEEASHE
Other than the remuneration paid to the directors and RO EEISFTI MR AR E B X EE
employees of the Group as set out in note 13, who are BAEBZASEEZREELZ S 2E
considered as the key management personnel of the Group, SN AREEBVERETETEABIMNE
the Group did not have any other significant compensations to Al E B KR E -

key management personnel.

The remuneration of the directors and key management EERTEEBAB LN HARAE
personnel is determined by the board of directors of the FERLEREARRETSBLEET -

Company having regards to the performance of individuals and
market trends.
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30. STATEMENT OF FINANCIAL POSITION FOR THE

e BRRHE

—N\F+-_A=+—BLFE

30. ARAFzHBHMRR T

COMPANY

2018 2017
—B—N\F —E—F
RMB’000 RMB’000
AR TR ARETIT

Non-current assets ERENEE
Investments in subsidiaries REB AR ZRE 255,952 243,618

Current assets MEEE
Prepayments and other receivables TR BRIE N H A e W R 443 425
Amount due from a subsidiary FE Y — FEI B BB 2 B 3R IE 123,174 117,240
Bank balance and cash RITEHRNRS 144 138
123,761 117,803
Current liabilities mEEE

Accrued expenses and other payables FEET B A M HE AR 1,267 1,289
Amounts due to subsidiaries N NG E ] 17,213 16,561
18,480 17,850
Net current assets MEEEFE 105,281 99,953
Net assets BEFE 361,233 343,571

Capital and reserves BEAR R
Share capital A% 4,782 4,731
Reserves i 356,451 338,840
Total equity 0 e 361,233 343,571

The Company’s statement of financial position was approved
and authorised for issue by the board of directors on 29 March

2019 and are signed on its behalf by:

Huang Weniji
BEXE
Director

EBEF

ARBHBERNKREHEETEN _Z
—NF=ZA-+NLBHELRETIZ -
HATREREE

Yang Guang
BX
Director

EF
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30. STATEMENT OF FINANCIAL POSITION FOR THE 30. XRTBZ2HMBEARRE (&)
COMPANY (continued)
MOVEMENT IN COMPANY’S RESERVES AKATEEERS

Translation ~ Share option Accumulated
Share capital ~ Share premium reserve reserve  Merger reserve losses Total
RA& REGEE Eiiffs BRERE AHHRE 2 ER b

RVB'000 RMB'000 RMB'000 RMB'000 RMB'000 RVB'000 RMB'000
ARBTTE  ARBTR ARETR ARETR ARETR ARETRT AR%TE

(Note)
(W)
At 1 January 2017 W-%-+t%-A-H 4,731 116,740 44,695 - 229,897 (24,103 371,960
Loss for the year FRER - - - - - (9,764) (9.764)
Exchange differences on translation of BERBRREZIERELRY
financial statement to presentation curency ~ EREE - - (24,241) - - - (24,241)
Recognition of equity-settles share based BRIBREEARG AER
payment 5% - - - 5616 - = 5,616

At 31 December 2017 and 1 January 2018~ M=F—+F+-A=+—-HE

“Z-)\f-f-H 4,731 116,740 20,454 5,616 229,897 (33,867) 343,571
Loss for the year FABE - - - - - (2,690) 2,690)
Exchange differences on translation of BENBRREZIIEBELL
financial statement to presentation curency ~ EREE - - 17,450 - - - 17,450
Issue of share upon exercise of share option 1T {E R E M & T 51 3,421 - (570) - - 2,902
Lapsed of share options BREAN - - - (5,046) - 5,046 =
4,782 120,161 37,904 - 229,897 (31,611) 361,233
Note: Merger reserve represents the difference between the nominal Mizk: AOtREERERKBENB AR BT
value of the shares issued for acquisition of its subsidiaries and B& 5 2 E{E EE E B B A &) A Uk BE B HF
the net asset value of its subsidiaries at the date of acquisition. ZEEFECER-
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31.

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e BRRHE

For the year ended 31 December 2018 HEE T — N\F+_A=+—HLFE

PARTICULARS OF SUBSIDIARIES OF THE COMPANY

The details of the subsidiaries as at 31 December 2018 are set
out as follows:

Place and date of Issued and fully paid share
Name of subsidiaries incorporation/establishment capital/registered capital
EMKL/ ERITREE

WEAREH B 2R B B/ EREE

Jicheng Umbrella Holding Limited  British Virgins Islands Ordinary shares

(“Jicheng BVI") 13 June 2014 USD1
Jicheng Umbrella Holding Limited ~ EEBE X # S LER
([Jicheng BVI ) “T-MEAAT=R  1ER
Jicheng Umbrella Hong Kong Hong Kong Ordinary shares
Company Limited (“Jicheng HK”) 30 June 2014 HKD1
ERREBFRERADA N TR
(T&KEE]) ZZ-NERA=TH 1B
HK Baohui Industry Limited Hong Kong Ordinary shares
9 May 2017 HKD20,000
EREBBEEARAA B il
“T—+tFRANA 20,0007 7T
Zenith Century Limited British Virgins Islands Ordinary shares
13 February 2015 USD100
Zenith Century Limited EERTES LAk
“ZT-R¥ZAT=R  100ET
Fujian Jicheng Umbrella Co., Ltd.  The PRC Paid-in capital
(BREREZBRAF) 24 December 2004 HKD180,000,000
(Notes (a) and (b))
BRENEEZFERAA HE ERER
(FieE(e) (b)) “TTME 180,000,000/ 7T
TZAZ+mE
Jinjiang Jicheng Industry Co., Ltd. ~ The PRC Paid-in capital
(BIEREIARRAA) 13 May 1996 RMB20,595,500
(Notes (a) and (b))
BEIEKETIARAR HE ERER
(FieE(e) (b)) —WNAERART=R  AR®20595,5007T

None of the subsidiaries had issued any debt securities during
and at the end of 2018 and 2017.

All of the above subsidiaries operate principally in their
respective place of incorporation/establishment.

Notes:

(@) The entity is wholly foreign owned enterprise established in the
PRC.

(b)  The English translation of the company names is for reference
only. The official names of these companies are in Chinese.

31.

ZANNSTL . PN

R=Z—N\F+ZA=+—H KE2
AZHERIIMT

Percentage of equity interest/voting
power attributable to the Company  Principal activities

ADREERE REEBIL FTEER

Direct Indirect

Bk &

100% - Investment holding
100% - REER

= 100%  Investment holding
- 100%  REZK
= 100%  Dormant
= 100%  EELX
100% - Dormant
100% - EEEX

= 100%  Manufacturing and
sales of umbrella

= 100%  HEREERSR

= 100%  Manufacturing and
sales of umbrella

= 100% HEREERSR

RZE—NFER T —+FHEARRZ
Z-NER_E—+EER BENE
NAEIBITIEMEEE S

A LMB AR EENKRES B EM
BXAL PRI B A

GEE

b

ZERARTENZ ZINEBEERE -

o

(@)

b)) RARABENEXEZEHRZE -ZF
RBEIREA BB XA -

ANNUAL REPORT 2018
20184 F 3§
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FINANCIAL SUMMARY
g2 R

A summary of the results and of the assets and liabilites of our LA FE I ANEBR A MBS BEEHELEUN
Group for the five financial years, as extracted from the published BENEBEMHME  NHEFACHZRHEERZ
audited financial statements, is set out below. B 5k -

For the year ended 31 December
BEt-H=t—HLEFE
2018 2017 2016 2015 2014

—F-N\f ZT+F ZT-RF ZT-HF ZT@OmF
RMB'000  RMB'000 ~ RMB'O00 ~ RMB'000  RMB'000
ARBTR AREBTRT ARETT ARBTT ARBTRT

Results S
Revenue Yizs 521,186 538,264 603,985 657,667 602,516
Gross Profit EH 79,393 80,938 73,812 147,203 161,043
Profit before taxation BR B¢ A g A 25,260 6,705 13,514 50,033 102,498
Profit for the year FREF 18,700 3,530 6,124 25,229 74,159
Profit for the year attributable to:  JA T~ & & FE(h
Ra ) -
Owner of the Company RRBEEA 18,700 3,530 6,124 25,229 73,168
Non-controlling interests FEEAR R - - - - 991

At 31 December
R+t=-BA=+—~H
2018 2017 2016 IONES) 2014

—B-N\f ZT+F ZT-RF ZT-HF ZT@OmF
RMB'000  RMB'000 ~ RMB'000  RMB'000  RMB'000
ARBTR ARETRT ARETT ARBTT ARBTRT

Assets and liabilities EERERE

Non-current assets FERBEE 132,899 138,955 173,889 154,141 125,014
Current assets REEE 568,527 542,246 539,403 483,255 351,445
Current liabilities VeI 240,222 240,615 282,309 212,236 236,219
Net current assets MBEEFE 328,305 301,631 257,094 271,019 115,226
Net assets EEFE 461,204 440,586 430,983 425,160 240,240
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