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(Incorporated in the Cayman Islands and continued in Bermuda with limited liability)
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(Stock Code: 8086)
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2017/2018 FIRST QUARTERLY REPORT
— R tEECR-)\FE-FERSE

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

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

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

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

This report, for which the directors of the Company collectively and individually accept full responsibility, includes particulars
given in compliance with the GEM Listing Rules for the purpose of giving information with regard to the Company. The
directors of the Company, having made all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this report is accurate and complete in all material respects and not misleading or deceptive and there
are no other matters the omission of which would make any statement herein or this report misleading.
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UNAUDITED RESULTS

The board of directors (the “Directors”) of DX.com Holdings Limited
(the "Company”) announced the first quarterly unaudited condensed
consolidated results of the Company and its subsidiaries (the “Group”)
for the three months ended 30 September 2017 together with the
comparative unaudited figures for the corresponding period in 2016 as

follows:

Condensed Consolidated Statement of Profit or Loss and Other

Comprehensive Income

REVENUE
Cost of sales and services

Gross profit

Other income and gains
Selling and distribution costs
Administrative expenses
Finance costs

PROFIT/(LOSS) BEFORE TAX
Income tax expense

PROFIT/(LOSS) FOR THE PERIOD

Profit/(loss) attributable to:
Owners of the Company
Non-controlling interests

EARNINGS/(LOSS) PER SHARE
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE COMPANY

Basic — Earnings/(loss) for the period

Diluted — Earnings/(loss) for the period
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For the three months ended
30 September
BENA=+RHLE=HEA

2017 2016
= —EREF
Notes HK$’000 HK$'000
M FET FET
3 77,540 88,370
(50,990) (57,515)
26,550 30,855
15,604 433
(15,633) (24,289)
(17,350) (24,247)
4 (1,070) (66)
5 8,101 (17,314)
6 (689) -
7,412 (17,314)
10,397 (17,253)
(2,985) 61)
7,412 (17,314)
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Condensed Consolidated Statement of Profit or Loss and HRsAEEREMEEmKER
Other Comprehensive Income

For the three months ended
30 September
BEAA=THL=MEA

2017 2016
—E—tF ZT-RF
HK$'000 HK$'000
FET FHET
Profit/(loss) for the period AEHEAF, (EE) 7,412 (17,314)
Other comprehensive income to be reclassified to Hihsra W AR & 5t B
profit or loss in subsequent period: ENNEAER
— Exchange difference arising on translation of — BRI EBREE
foreign operations ZEHER 43 (153)
~ (Decrease)/increase in fair value of available-for-sales —AHHERERTE
investment 2GR,/ 18N (5.700) 6,337
— Release of reserve upon disposal of available-for-sales —HEAHEEREN
investment G4k - 725
~ Reclassification adjustment to profit or loss on —HAHHEREEERES
impairment loss on available-for-sales investment BREHDERE - 88
TOTAL COMPREHENSIVE INCOME FHE2EREAE
FOR THE PERIOD 1,755 (10,317)
Total comprehensive income attributable to: [EE 2 EWN AR -
Owners of the Company VNI ZE DN 4,751 (10,256)
Non-controlling interests IR T (2,996) (61)
1,755 (10,317)




Condensed Consolidated Statement of Changes In Equity

At 1uly 2016

Loss for the period

Exchange differences
arising on translation
of foreign operations

Increase in fair value
of available-for-sales
investments

Release of reserve upon
disposal of avallable-
for-sales investments

Redlassification
adjustment to profit
or loss on impairment
loss on available-for-
sales investment

Total comprehensive
income for the period

Issue of shares, net of
issle expenses

Exercise of share options

At 30 September 2016

At 1 uly 2017

Profit for the period

Exchange differences
arising on translation
of foreign operations

Decrease in fair value
of avallable-for-sales
investments

Total comprehensive
income for the period
Deemed partial
disposal of interest in
subsidiaries (note 10)

Isstie of convertible
bonds (note 12)

At 30 September 2017
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Attributable to owners of the Company

AAARENEL
Available-
Convertible for-sales

Share bonds Treasury Share investment  Exchange Non-
Issued  premium equity Contributed share option revaluation fluctuation Other Accumulated controlling Total
capital  account reserve surplus reserve reserve reserve reserve reserve losses Total Interests equity

BEfT Bt TERES B BRE THHERE HE FER
Rx  BEER  REEE  EHEY  RARE i fERE TBEE HbRE  ZiE8 At Bs  BEAE
HKS'000  HK$'000  HKS'000  HKS'000  HKS'000  HKS000  HKS'000  HKS'000  HKS'000  HK$'000  HKS000  HKS'000  HK$'000
7T AT T & 7T AT T#r T AT AT T & AT
13986 106915 - 77,068 3526 3,763 6,191 (132 - (19376) 131941 78 132019
- - - - - - - - - (17.253) (17,253) (61) (17314)
- - - - - - - (153) - - (153) - (153)
- - - - - - 6,337 - - - 6,337 - 6,337
- - - - - - 75 - - - 75 - 75
- - - - - - 88 - - - 88 - 8
- - - - - - 7150 (153) - (17,253) (10,256) (61) (10317)
2958 28,257 - - - - - - - - 31215 - 31,215
806 13392 - - - (3763 - - - - 10,435 - 10435
17,750 148 564 - 77,068 3,526 - 13,341 (285) - (9,629 163335 17 163,352
21,162 263,871 - 77,068 3,526 - (395) @37 - (130208 21127 (00 241,107
- - - - - - - - - 10,397 10,397 (2,985) 1412
- - - - - - - 54 - - 5 (11) B
- - - - - - (5,700) - - - (5,700) - (5,700)
- - - - - - (5,700) 54 - 10,397 4751 (2,9%) 1,755
- - - - - - - - (8,344) - (8344) 28344 20,000
- - 24,819 - - - - - - - 24,819 - 24,819
762 263871 24,819 77,068 3,526 - (6,095) (383) (8344)  (119871) 262353 25328 287,681




Notes to the Condensed Consolidated Financial Statements

1.

CORPORATE AND GROUP INFORMATION

The Company was a limited liability company incorporated in the
Cayman Islands on 15 March 2000 under the Companies Law of
the Cayman Islands. The shares of the Company were listed on the
Growth Enterprise Market (the “GEM") of The Stock Exchange of
Hong Kong Limited (the “Stock Exchange”) on 2 August 2000.

Pursuant to a special resolution passed by the shareholders of the
Company at an extraordinary general meeting held on 6 August
2015, the domicile of the Company has been changed from the
Cayman Islands to Bermuda by way of de-registration in the Cayman
Islands and continuation as an exempted company under the laws of
Bermuda. The re-domicile was completed on 21 August 2015.

The change of domicile has no impact on the continuity and the
listing status of the Company.

The registered office of the Company was located at Clarendon
House, 2 Church Street, Hamitlon HM11, Bermuda.

The principal place of business of the Company was located at
Office J, 21/F, Kings Wing Plaza 1, No. 3 On Kwan Street, Sha Tin,
New Territories, Hong Kong.

The Group is principally engaged in (i) e-commerce and provision of
online sales platform; (ii) money-lending business; and (iii) provision
of property management and property agency services in Hong
Kong. During the three months ended 30 September 2017 (the
“Period”), the Group commenced to engage in the agency business
for licensed intellectual property (“IP”) rights and international IP
development business.

BASIS OF PRESENTATION

The unaudited condensed consolidated financial statements have
been prepared in accordance with Hong Kong Financial Reporting
Standards (“HKFRSs"”) (which include all Hong Kong Financial
Reporting Standard, Hong Kong Accounting Standards (“HKASs")
and Interpretations) issued by the Hong Kong Institute of Certified
Public Accountants (“HKICPA"), accounting principles generally
accepted in Hong Kong and the disclosure requirements of the Hong
Kong Companies Ordinance and the Rules Governing the Listing of
Securities on GEM of the Stock Exchange (the “GEM Listing Rules”).
They have been prepared under the historical cost convention,
except for certain financial instruments, which have been measured
at fair value.

The accounting policies adopted in the preparation of the unaudited
condensed consolidated financial statements for the Period are
consistent with those adopted by the Group in its annual financial
statements for the year ended 30 June 2017.

Accounting Policies

In the Period, the Group has applied, for the first time, certain
revised HKFRSs issued by the HKICPA, which are effective for the
financial year beginning on 1 January 2017. The application of these
revised HKFRSs in the Period had no material impact on the Group.
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3.

REVENUE
An analysis of the Group’s revenue is as follows:

Revenue:

E-commerce and provision of online sales platform

Interest income arising from the money-lending business

Provision of property management and property agency
services

Intellectual property rights licensing fee and sponsorship

Information reported to the executive Directors, being the chief
operating decision maker, for the purposes of resource allocation
and assessment of segment performance focuses on types of goods

or services delivered or provided are:

(i)  E-commerce and provision of online sales platform;
(i) Money-lending business;

(i) Provision of property management and property agency (iii)

services; and

(iv) Licensed IP rights and international IP development business (iv)

During the Period, the Group made access to the agency business
for licensed IP rights and international IP development business since

August 2017, details please refer to note 11.

FINANCE COSTS

Interest expenses on bank loans
Imputed interest expenses on
zero coupon convertible bonds (note 72)

3. BA
REFZWADHET

For the three months ended
30 September
BEhA=+tHL=M@EA

2017 2016
—E—+tF —E—XEF
(Unaudited) (Unaudited)
(REBER) (R#gzEZ)
HK$°000 HK$'000
FET FET
WA

BFEBREHELEETES 67,108 88,370
BEEBFEENFSUHA 2,367 -

IREYEEIR R ERIE RS
5,127 -
IR EE S R &) 2,938 -
77,540 88,370

BRERERH

() BFEBRRHEHETE
(i) R
SRR EIE R IRART ¢
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ANEERMAEOEREMNS MRTES(EE2
BEARE) EWMIEMDURZNERER 2 ERAIR
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For the three months ended
30 September
BEAA=+HL=MEA

2017 2016

—E—tHF —F—RF

(Unaudited) (Unaudited)

(REER) (REECEZ)

HK$’000 HK$'000

FET FET

SRITERF BFAX - 66
TERAMRES 2

HEN B R (A7F12) 1,070 -

1,070 66




5.

PROFIT/(LOSS) BEFORE TAX

Profit/(loss) before tax is arrived at after charging/(crediting):

Depreciation of property, plant and equipment
Staff costs (including directors’ remuneration)
Wages and salaries
Housing allowance
Net pension scheme contribution

Fair value (gain)/loss on equity investments at

fair value through profit or loss
Impairment loss on available-for-sales investments
Loss on disposal of available-for-sales investments
Dividend income from equity investments at

fair value through profit or loss
Gain on disposal of property, plant and equipment
Government grants received
Ancillary service income
Rental income
Bank interest income

INCOME TAX EXPENSE

Income tax expense for the current period:
Profits tax — Hong Kong
Profits tax — Elsewhere
Deferred tax

Total tax charged

5. BRBABF(BHR)

Bia AN, (ER) ik, (Gt A) THISRRAE

For the three months ended
30 September
BEhA=+tHL=M@EA

2017 2016

—E—tF A

(Unaudited) (Unaudited)

(REBEZ) (REEFEZ)

HK$°000 HK$°000

FET FET

Y BELREZIE 452 330
BTIXA(BIEEEME)

ITERFS 5,659 3,961

Ed=d=42 36 .

RSB FUFHE 431 662

6,126 4,623

AT EFABRZ CRIEE (15,160) 1,886
NFECEF), B

A ERERERE - 88

HEHRBERESE - 5,162

AT EF ABR 2R ERES 9) 9)

B B U A

HEYE  BEREEZEF - (10)

B AT 8 B (37) (149)

a5 B AR TS WA (395) (211)

A UA - (14)

SRITH) BUA (3) (1)

6. FSHEMR

For the three months ended
30 September
BZhA=+HIL=EA

2017 2016
—E—+tF —E—REF
(Unaudited) (Unaudited)
(REER) (R#gEZ)
HK$°000 HK$'000
FET FET

AEAFEATSRIEA ¢
MER - BB 480 .
FEH — HAbh[E 209 -
EIEFRL TS - -
TRIES M 4258 689 -

Hong Kong profits tax has been provided at the rate of 16.5%
on the estimated assessable profits for the Period (2016: 16.5%).
Taxes on profits in respect of Group companies operating elsewhere
have been calculated at the rates of tax prevailing in the respective
tax countries/jurisdictions in which they operate based on existing
legislation, interpretations and practices in respect thereof.

DIVIDENDS

The Directors do not recommend the payment of first quarterly
dividend (2016: Nil).

FENSH IR 2 AT BRI B AT X 16.5% 5T
REEB(ZZ—RF 1 16.5%) ° REENE &K
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EARNINGS/(LOSS) PER SHARE ATTRIBUTABLE TO ORDINARY 8.

EQUITY HOLDERS OF THE COMPANY

The calculation of basic and diluted earnings/(loss) per share
attributable to ordinary equity holders of the Company for the

period are based on the following:

Earnings/(loss):

Earnings/(loss) attributable to ordinary equity holders for
the purpose of basic earnings/(loss) per share

Income effect of potential dilutive ordinary shares
— imputed interest on convertible bonds

Earnings/(loss) attributable to ordinary equity holders for
the purpose of diluted earnings/(loss) per share

Number of shares:

Weighted average number of ordinary shares
for the purpose of basic earnings/loss per share
calculation

Effect of potential dilutive ordinary shares in respect
of the convertible bonds

Weighted average number of ordinary shares for the
purpose of diluted earnings/(loss) per share calculation

OPERATING LEASE ARRANGEMENTS

The Group leases certain of its office properties and staff quarters
under operating lease arrangements. Such leases are negotiated for

terms ranging from one to three years.

At 30 September 2017, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as

follows:

Not later than 1 year
Later than 1 year and not later than 5 years
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TER1F
BRI FETERSF
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ARREBERAERTE ARG ZE 2 SRERREE
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For the three months ended
30 September
BEhA=+tHL=@EA

2017 2016
—E—+F —E—RF
(Unaudited) (Unaudited)
(REER) (REEEZ)
HK$'000 HK$°000
FET FET
10,397 (17,253)
1,070 -
11,467 (17,253)
Numbers of shares
as at 30 September
RBEE
hBA=+H
2017 2016
—E—+tF —E—RF
(Unaudited) (Unaudited)
(REBER) (RE&EZ)
2,776,215,424 1,692,006,728
297,731,568 -
3,073,946,992 1,692,006,728

AEBRBELEHNLHEAETHAENERETRE
& RBEZMELREMN T —E=F

RIB—+FAA=THE  RETATHELEED K
SEAERA T FR IR RREENESEEOT

As at 30 September

hB=+H
2017 2016
—E—+tF —E—RF
(Unaudited) (Unaudited)
(REER) (REEEZ)
HK$’000 HK$°000
FET FET
4,305 4,331
5,503 1,375
9,808 5,706




10.

1.

DEEMED PARTIAL DISPOSAL OF INTEREST IN SUBSIDIARIES

On 1 August 2017, the Group allotted and issued 245 new shares of
EPRO E-commerce Group Limited (“EPRO E-Commerce”), a wholly-
owned subsidiary of the Company, to Mr. Che Xiaofei at a cash
consideration of HK$20,000,000.

Immediately after completion, the Group’s equity interest in
EPRO E-Commerce was diluted from 100% to 51% and thus it is
considered as a deemed partial disposal of EPRO E-Commerce by the
Group.

Since the deemed partial disposal of EPRO E-Commerce did not
result in any loss of control, such transaction was accounted for as
an equity transaction and the difference between (i) the proceeds
from the Subscription and (ii) the 49% carrying value of EPRO
E-Commerce and its subsidiaries (collectively the “EPRO Group”) of
approximately HK$8,344,000 is recognised in the other reserve of
the Group.

ACQUISITION OF SUBSIDIARIES

On 2 June 2017, the Company entered into a sale and purchase
agreement with Sense Media Group Holdings Limited (the “Vendor"),
an independent third party, pursuant to which, the Company
acquired (the “Sense Acquisition”) (i) 100% equity interest in the
Sense Media Group Limited and its subsidiaries (collectively the
“Sense Media Group"”); (i) the outstanding loan (the “Sale Loan”)
owing by the Sense Media Group to the Vendor at an aggregate
consideration of HK$80,000,000 in which (i) HK$10,000,000 was
satisfied by payment in cash by the Company and (i) HK$70,000,000
by the issued of zero coupon redeemable unsecured convertible
bonds by the Company to the Vendor.

The Sense Media Group is principally engaged in the agency business
for IP rights and international IP development business. The Vendor
had signed a profit guarantee, pursuant of which, the consolidated
net profit after tax of the Sense Media Group are not less than
HK$8,000,000 (the “First Year Target Profit”) for the financial
year ending on 30 June 2018 (the “First Guarantee Period”) and
HK$10,000,000 (the “Second Year Target Profit”) for the financial
year ending on 30 June 2019 (the “Second Guarantee Period”)
respectively.

The Vendor shall compensate the Company falls short of the First
Year Target Profit and Second Year Target Profit respectively by way
of cash compensation to be determined in accordance with specific
formula.

The Sense Acquisition was completed on 7 August 2017.
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12.

The fair values of the identifiable assets and liabilities of the Sense
Media Group as at 7 August 2017, being the completion date of the
Sense Acquisition, were as follows:

—REEEER _T—tFNAALB(ZRUREEET
KA ZABREERBBEZAHERT

Fair value
recognised on the
Sense Acquisition

=B EE

BRAZAFE
(Unaudited)
(REER)
HK$’000
FET
Property, plant and equipment ME - BB LR 1,366
Other intangible assets HiwmpEE 1,056
Trade receivables FEWE SRR 865
Prepayment and other receivables ?Eiﬁmlﬁﬁiﬁf@guﬁlm 3,697
Cash and bank balances R MIRTTAS 7,825
Trade payables FER f@”%ﬁ%?ﬁ( (708)
Accruals and other payable FEET B A I EL At JE T 508 (3,774)
Due to a related party (note (i) FEN — R BE 5 5RIA(H72 () (3,786)
The Sale Loan HEER (8,511)
Total identifiable net liabilities at fair value ?E’&$TE§|JEEZ—IE&E|JET R EAAEE (1,970)
Assignment of the Sale Loan HEHEEREGED 8,511
Total identifiable net assets at fair value mAFEDIRZ A B RIE EFEAR
(excluding the Sale Loan) (MEEHEER) 6,541
Goodwill kS 73,459
Total consideration MRE 80,000
Consideration satisfied by: RELUATHRZA
— Cash -Re 10,000
— Convertible bonds (note 12) - AR &S (HT5F12) 70,000
80,000
Note: Wit

(i) The amount is payable to Mr. Wang He, director of Sense
Media Group Limited and certain of its subsidiaries, are
unsecured, non-interest bearing, non-trade in nature and
repayable on demand.

The goodwill arising from the Sense Acquisition is attributable to the
future growth and profitability expected to arise from the business
combination.

CONVERTIBLE BONDS

On 7 August 2017, the Company issued zero coupon redeemable
unsecured convertible bonds with face value of HK$40,000,000
(“1st Tranche Lockup CB"”) and HK$30,000,000 (“2nd Tranche
Lockup CB") as part of the consideration for the Sense Acquisition
(Note 11). The 1st Tranche Lockup CB and 2nd Tranche Lockup CB
are conditionally convertible into ordinary shares of the Company at
an initial conversion price of HK$0.138 per conversion share (subject
to adjustments in accordance with the terms of the convertible
bonds).

The restrictions imposed on the 1st Tranche Lockup CB shall only
be released at the later of (i) the issue of the audited consolidated
financial statements of the Sense Media Group for the First Year
Actual Profit if the First Year Target Profit for the First Guarantee
Period is achieved; or (ii) full payment of the cash compensation to
the Company if the First Year Target Profit is not achieved.
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13.

The restrictions imposed on the 2nd Tranche Lockup CB shall only
be released at the later of (i) the issue of the audited consolidated
financial statements of the Sense Media Group for the Second
Year Actual Profit if the Second Year Target Profit for the Second
Guarantee Period is achieved; or (ii) full payment of the cash
compensation to the Company if the Second Year Target Profit is
not achieved.

Based on the conversion price of HK$0.138 per conversion share
(subject to adjustments), a maximum of 507,246,376 conversion
shares will be allotted and issued, representing approximately
18.27% of the existing issued share capital of the Company and
approximately 15.45% of the issued share capital of the Company as
enlarged by the allotment and issue of the conversion shares. Such
conversion will not result in the Company breaching the minimum
public float requirement under the GEM Listing Rules or trigger a
mandatory general offer under the Takeovers Code.

The fair value of the liability component was calculated using
a market interest rate for an equivalent non-convertible bond.
The liability component is subsequently states at amortised cost
until extinguished on conversion or maturity of the bonds. The
residual amount represented the conversion option and included in
shareholders’ equity.

The movements of the liability component and equity component of
the convertible bonds during the Period are set out below:

Value on initial recognition at 7 August 2017 RZZT—+tFN\ALH
VMR 2 (EE

Imputed interest expense (note 4) HE N ERXZ (K5t4)

Conversion into ordinary shares BT

At 30 September 2017 RZE—tFNA=1+H

Imputed interest expense on the convertible bonds is calculated using
the effective interest method by applying the effective interest rate
of 15.71% per annum.

SIGNIFICANT EVENTS AFTER THE END OF THE REPORTING
PERIOD

Subsequent to the end of the reporting period in October 2017,
the Company entered into a share subscription agreement with an
independent third-party, Strong Network International Limited (the
“Target”), pursuant to which, the Company conditionally agreed
to subscribe 25% of enlarged issued share capital of the Target.
A subsidiary of the Target is negotiating for the acquisition of the
total issued capital of Y&P Culture Media Company Limited (“Y&P")
("Proposed Acquisition”). The completion of the share subscription
is subject to, among other things, the completion of the Proposed
Acquisition.

Details of the share subscription was set out in the Company's
announcement dated 20 October 2017.

As completion of the share subscription is subject to the fulfilment
and/or waiver of certain conditions under the share subscription
agreement, the share subscription is not yet completed as at the
date of this report.
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FINANCIAL REVIEW

Revenue

During the three months ended 30 September 2017 (the “Period”),
the consolidated revenue of the Group was approximately
HK$77,540,000, representing a decrease of approximately
12.26% compared to the consolidated revenue of approximately
HK$88,370,000 for the three months ended 30 September 2016.
The consolidated revenue for the Period was mainly contributed
by the revenue of (i) the e-commerce business of approximately
HK$67,108,000; (ii) the money-lending business of approximately
HK$2,367,000; (iii) the provision of property management and
property agency services of approximately HK$5,127,000; and,
starting from August 2017, (iv) the agency business for licensed
intellectual property (“IP”) rights and international IP development
business of approximately HK$2,938,000.

The intense industrial competition in the e-commerce sector leading
a decline of revenue of the Group, which outweighed the income
growth and contribution from new businesses of the Group.

Gross Profit and Gross Profit Margin

The gross profit dropped from approximately HK$30,855,000 in the
same period in 2016 to approximately HK$26,550,000 in the Period,
representing a drop of approximately 13.95% while the gross profit
margin decreased from 34.92% to 34.24%, representing a decrease
of approximately 0.68%. The drop in both the gross profit and
gross profit margin was attributed by the keen competition in the
e-commerce industry.

Selling and Distribution Costs

The drop in the expenses was resulted from (i) the decrease in
revenue of e-commerce business; (ii) decrease of transportation cost
of approximately HK$6,100,000 due to change in sales mix, and (iii)
adoption of fiscal austerity policies during the Period.

Administrative Expenses

The drop in the expenses was mainly caused by the decrease of
approximately HK$7,100,000 in the aggregate loss of (a) fair value
changes in securities investments and (b) disposal in securities
investments.

Finance Costs

The finance costs for the Period amounted to HK$1,070,000 (2016:
HK$66,000). The increase in the finance costs was attributable to the
imputed interest expense of the zero coupon convertible bonds issued
during the Period.
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Profit for the Period

The Group turned around from loss of approximately HK$17,314,080
in the same period in 2016 to a profit of approximately HK$7,412,000
in the Period which was mainly due to the following reasons:

Even though the revenue and gross profit of the Group recorded a
decrease during the Period, the profit was reserved by:

e increase in fair value gain on equity investment at fair value
through profit or loss;

e decrease in selling and distribution expenses caused by tight cost
control and change in sales mix; and

e decrease in impairment loss and loss on disposal on available-for-
sales investments.

BUSINESS REVIEW

E-commerce

The Group engaged in the businesses of e-commerce mainly through
its B2C foreign trade e-commerce on-line sales platform, namely
DX.com. Given the intensifying competition in the e-commerce
industry and difficult business environment, the Group recorded a
continuous decrease in revenue from the e-commerce business, from
HK$88,370,000 for the same period last year to HK$67,107,000 for
the current period. The Group took a series of measures including
fiscal austerity, expansion of scope of trade of products and
enhancement of operating management to increase efficiency.

The e-commerce business of the Group is carried on through
its wholly-owned subsidiary EPRO E-Commerce Group Limited
("EPRO") and its subsidiaries (collectively the “EPRO Group”). As
the e-commerce business of the Group has not been performing
well in the past few years, the Group introduced the former senior
management of EPRO as a new investor of EPRO. As a result, the
Group has received additional fund at a relatively low cost, and
expected to reduce its funding commitment to the EPRO Group in the
future. The Board believes that the valuable experience of the new
investor in e-commerce business management could contribute to the
Group’s e-commerce business development.

Money-lending

During the Period, the revenue of money-lending business amounted
to HK$2,367,000 and the Group offered loans to clients at an interest
rate ranging from 8% to 12%.

Property management and property agency services

During the Period, the revenue of property management and property
agency services was HK$5,127,000. Benefited from the prosperous
development of property market in Hong Kong and leverage on the
experienced team and stable customer base, development of the
segment remained sustainable.
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Agency business for licensed IP rights and international IP
development business

During the Period, the Group made access to the agency business
for licensed IP rights and international IP development business upon
the completion of acquisition of Sense Media Group, which is an
international IP developer, operator and distributor, and a pioneer of
the “Intellectual Property + Augmented Reality + Food & Beverage”
business concept in China. It owns the licensed IP rights “Le Petit
Chef”, “Little Ice Cream Parlor” and “Dinner Time Story”: Marco
Polo”, which has generated new business opportunities and revenue
to the Group. After the acquisition of Sense Media Group, agency
business for licensed IP rights recorded a revenue of HK$2,938,000.

PROSPECT

The Group has progressively explored different business opportunities
outside of the field of e-commerce to diversify its business. In
September 2017, the Company entered into a share subscription
agreement which the Company conditionally agreed to subscribe 20%
equity interests in a group principally engages in the (i) operation of
online-to-offline (020) platforms for promotion and trading of artistic
works in mainland China; (ii) undertaking physical artistic works sales
exhibitions on co-operation basis with well-known art brands in Hong
Kong; and (iii) the commercialisation of IP rights arising out of artistic
works in the Greater China region.

Furthermore, subsequent to the Period, the Company entered into
a share subscription agreement which the Company conditionally
agreed to subscribe 25% equity interests in a group which engages
in provision of service for distribution agency and sales marketing
channel of licensed IP products, and currently holds innovative
technologies, artistic, educational, sports and other projects. It
generates income from providing customized licensed IP contents,
sub-licensing to sub-agencies and supplying supporting facilities,
technologies and services.

Completion of the two aforementioned share subscriptions are
subject to the fulfilment and/or waiver of certain conditions under
respective share subscription agreements. The two share subscriptions
are not yet completed as at the date of this report.

Looking ahead, in respect of the e-commerce business of the Group,

the Group will further optimize its merchandizing process as well as its
apps on mobile devices, in an attempt to maintain its competitiveness.

14

BREAMBERRERERANSERMBER

REREA - AEERTRIKE = B EREEEZEFTRE
ABEEREMEBABEERAEER  —BEHHEEHE
BERANBEEMER 2 ERASEN - TEFRH A
BEEALREERM+ERISEESNAE IS
BAEFREME( Le Petit Chef] -« [Little Ice Cream Parlor |
[Tee &t =] : Marco Polo] + B A5 B 75 28T R 4 J Uk
&= o BINEE= BEEEEE - BIRNEERRIEERES
2,938,000 TN o

Al

AEE—BEHEETRBREAINESHBTREE - AE
EBEt - RZF—LFNA - ARFREFTIZRNDRE
& - B - AR B RERERRE —EREZ220%K
B ZEEEIERFNEZUENTEAMEER EET
(20 FEUNEFELEEEZMER : (NRABEENZEMNM
EAEEREREMFERRES  RINAPEDREMN
TEmASEER R -

LEAN - MAEARIE - ARBRI B BB - Bk - N
NABRERERE —ERE225%5E - ZEBEER
HIRRAHERERNNIEDH - LIHRBERYE - BEF
BRFTRH - 211 - HERBEERA @ BRREEHER
RABEEANS - MO RIEDFF A RE LR -
Bty MARFSE A WA ©

IR REBEUR I RE T ER &S ER R B BRI R
BiHEE T A TIRT - L EMBEROBERARE BB
RIERK °

RERN  RAKENETHBERHME - AREZHE—
FRICKBRELEBESRELNERERF - AERIE
B2HFN -



In addition, leveraging the development of internet technology and
the favorable environment created by wide acceptance of direct sales
models of e-commerce among consumers and upgrade of domestic
consuming industries, as well as the solid cooperation between
the Group and various well-known brands, the Group’s revenue
is expected to be further diversified along with the comprehensive
advancement of product mix. Currently, in respect of the Group’s
licensed IP rights and international IP development business, over 15
individual and team artists from different parts of the world such as
America, Japan, Brazil and Germany are approaching Sense Media
Group, indicating the possibility of establishing a stronger IP portfolio.
The Group believes that being a pioneer in the IP industry will benefit
the financial performance of the Group.

The Group expects that upon the completion of the two share
subscriptions, it will create strong synergy which allows the Group to
enhance its distribution channels and enrich its licensed IP products
portfolio. The Group expects to benefit from the advantages of cross-
selling, expanded customer base and positive share of profit from
strategic investments.

The Board believes that the series of new measures and acquisitions
have laid a foundation for the diversified development of the
Group and will provide new impetus to its growth and benefit the
long-term development of the Group. The Group will continue to
proactively widen its business scope to generate fruitful returns for
the shareholders.

LIQUIDITY AND FINANCIAL RESOURCES
During the Period, the Group financed its operations by internally
generated cash flow and proceeds from issue of shares.

As at 30 September 2017, the Group’s consolidated shareholders’
equity, current assets and net current assets were HK$287,681,000 (as
at 30 June 2017: HK$241,107,000), HK$295,420,000 (as at 30 June
2017: HK$254,252,000) and HK$148,360,000 (as at 30 June 2017:
HK$169,115,000) respectively.

In respect of the Group’s current assets of HK$295,420,000 as at
30 September 2017 (as at 30 June 2017: HK$254,252,000), trade
and bills receivable (net of provision for doubtful debts) account for
3.60% (as at 30 June 2017: 1.65%) whilst pledged deposits, time
deposits and cash and cash equivalents accounted for about 26.36%
(as at 30 June 2017: 37.27%). As at 30 September 2017, the Group's
pledged deposits, time deposits and cash and cash equivalents
amounted to HK$77,873,000 (as at 30 June 2017: HK$94,768,000).
All of the Group's cash and cash equivalents were denominated in
Hong Kong dollars, pound sterling, Euro, Renminbi, Canadian dollars,
Swiss Franc, Australian dollars, Japanese Yen, Mexicon Peso and
United States dollars.

During the Period, the Group issued HK$70,000,000 zero coupon

redeemable unsecured convertible bonds as part of the consideration
for the Sense Acquisition.

15

o BEEEBMENR 2 ER  EFBBEHEEARRE

BEEY  BRHBEXNRNEMNERE  ULEES
BOREZ NAmE R R AR - ARBBAREE
—#Znft  YEERAERAS - BAl - EREANBE
BRENERANMBEERAEES A - LABBE15MK
BEM BAR  BEAELEEFHAZHHEARZEIMEKE
FEE=BEREERS  BREVEREPHARARE
o REERE - KRIPTTENLEEFAENRAEEDN
BTSSRI -

AEEEG - DAMEROBETKRE - BROBEHES
BAMRMIE - ABIAKE MRS HRENE = REMNE
ERAR - AEEERHZENINEERS - KEAW
BEPBMIEHERBIRE D LASFE -

FEGIE  —RINEBTEE DS EATEES
TR IR EFOERD S - AFEAEARE -
A EGREEE IR LBIRE - 500 BRESEREE
% -

REBEERMBER
RARBRERN - AEE—RURBEEZRSRERETR
FIHRHR - REEERNEAS -

R-ZE—+FhhA=Z+TH AEBZHGABRRERESD i
BEERRBEEFE H545287,681,0008 (A=
ZT—+FXA=+H : 241,107,000/87T) * 295,420,000
BTN ZZE—+HFE/NA=1+H : 254,252,000/ 7T )
X 148,360,000 T (M =ZZE—t&F A =+H8H":
169,115,000/87T) °

MAEBZRBEEMS  RZZE—tFNLA=+
H A&295,4200008 T (R —+t&F~A=+H:
254,252,000/ 7T) + EWE 5 RN (FBR REREE A )3.60%
(RZZE—+tFA=1+H:165%)  MSBERER T
BEZERS ERASEEER BIA1H26.36% (R —+
FRA=ZTH:3727%) e RZZE—+tFNLA=1TH"
REBZEEBTHR  THEHERERRSEEEE A
77,873,000 L (MR- —+F XA =+H : 94,768,000
BIL) c AEBEHRBEEEREEBEEE IUABT - &
# - BUr - ARE - neXoT » ImERS - BT - BT
BNFEREETLEE -

RAERREIA - A& B 81770,000,000/8 TH) Z 5 S A & O
ERAARBES - (EA=B B EENMEORE -



As at 30 September 2017, there was no bank or other borrowings (as
at 30 June 2017: Nil).

As at 30 September 2017, the Group had a revolving loan facility
from other financial institution of approximately HK$30,000,000 (as
at 30 June 2017: HK$30,000,000).

GEARING RATIO

As at 30 September 2017, the gearing ratio of the Group as a ratio of
net debt divided by the total capital plus net debt was 19.39% as at
30 June 2017: Nil). Net debt includes trade payables, other payables
and accruals, deposits received in advance, interest-bearing bank
borrowing and convertible bonds less pledged deposits and cash and
cash equivalents.

CAPITAL STRUCTURE

The Group mainly finances its operation with internally resources and
proceeds from fund raising. The Group continued to exert stringent
control over treasury policies.

Save as disclosed in section head “Fund raising activities”, the capital
structure of the Group had no material change.

FUND RAISING ACTIVITIES

On 7 August 2017, the Company issued zero coupon redeemable
unsecured convertible bonds with face value of HK$40,000,000 (”1st
Tranche Lockup CB”) and HK$30,000,000 (“2nd Tranche Lockup
CB") as part of the consideration for the Sense Acquisition. The bonds
are conditionally convertible into a maximum of 507,246,376 ordinary
shares of the Company at an initial conversion price of HK$0.138 per
conversion share (subject to adjustments in accordance with the terms
of the convertible bonds).

As at the date of this report, the convertible bondholder has not
exercised its rights to convert the convertible bonds into shares of the
Company. For details of the convertible bonds, please refer to Note 12
of the condensed consolidated financial statement and the Company’s
circular dated 18 July 2017 and Company’s announcements dated 6
June 2017, 2 August 2017 and 7 August 2017, respectively.

MATERIAL ACQUISITIONS, DISPOSALS AND SIGNIFICANT

INVESTMENTS

(i) Save as disclosed in note 10 and note 11 of the condensed
consolidated financial statement and business review, the Group
did not make any material acquisition or disposal of subsidiaries
during the three months ended 30 September 2017.
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(i)

Significant Investments

The Directors consider that investments with a market value
that account for more than 5% of the Group’s total assets as at
the end of the reporting period as significant investments. The
details of the listed equity shares investments, each of which
accounted for more than 5% of the Group’s total assets as at
30 September 2017 and 30 June 2017 are set out below:

Percentage
of total
issued share
capital of
Number of  the investee
shares held company  Market value
as at as at as at
30 September 30 September 30 September
2017 2017 2017
ERRERT
RIE-tE
R=B-t% AB=tH RZ-ZT-tf
Description of investment RB=+R EETRX AA=TH
REm FisRO#ME #AFE2ESL LT
HK$'000
FHR
China Parenting Network Holdings
Limited ("CPN")
TEERREERARLA
([eEERAE ) 15,000,000 1.46% 24,000
Worldgate Global Logistics Ltd ("WGL")
BRMRARAR
(TRMik)) 11,000,000 1.38% 30,470
Total
@t 54,470

Performance of the Group’s significant investments for the
Period and its future prospects

CPN

In October 2015, the Company acquired 15,000,000 shares of
CPN at investment cost of approximately HK$30,095,000.

CPN (the shares of which are listed on GEM Board of the Stock
Exchange (stock code: 8361)) was principally engaged in (i) the
provision of marketing and promotional services through its
platform, including Cl Web, mobile CI Web, Mobile Application
Software (“APPs”) and IPTV APPs; (ii) e-commerce business in
the People’s Republic of China (the “PRC"); and (iii) licensing of
smart-hardware devices through its large and engaged user base
of CBM customers.
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2017 2017 2017 2017 2017
fhARE BAKE
RZB-tf ERRERA RZZ—+F
AB=1H RZZ—tF ~A=TH
RBER WIT—+E  SAZTE RIE-+E LBEG
#gEz S~A=TR  BEARE SAZTH BEREZ
AAlt FEROEE  BE/ESL LT Bl

HK$'000

TEL
5.52% 15,000,000 1.46% 29,700 9.10%
7.01% - - - -

29,700

RAPE 2 EERE 2 RBRRRA R

B B AT
RZZFE—RF+ A AKX 2 UEE15,000,0000% F
H B AL - IREKA4)A30,095,000/5 7T °
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As disclosed in the interim report of CPN for the six months
ended 30 June 2017, CPN recorded a net profit of approximately
RMB20,873,000 for the six months ended 30 June 2017 as
compared with that of approximately RMB19,169,000 for the
corresponding period in 2016 with an increase of approximately
8.8% and it will continue to provide users with diversified
services and be committed to upgrade in the mother-child
industry based on smart family lifestyle.

CPN submitted and has resubmitted a formal application to
the Stock Exchange on 30 March 2017 and 10 October 2017
respectively for the transfer of listing of shares from GEM to the
Main Board of the Stock Exchange (“Main Board”) pursuant to
Chapter 9A of the Listing Rules. The Company expected that the
Main Board will enhance the trading liquidity of CPN Share and
will ultimately contribute to increasing shareholder value.

The fair value loss on the available-for-sales investments of
approximately HK$5,700,000 included in the available-for-sales
investment reserve.

WGaGL
During the Period, the Company acquired 11,000,000 shares at
investment cost of approximately HK$15,281,000.

WGL (the shares of which are listed on the GEM Board
(Stock Code: 8292)), is a well-established integrated logistics
solution provider in Malaysia principally engaged in providing
international freight forwarding and logistics services, with a
primary focus on air/sea freight forwarding and related services,
transportation and warehousing to customers worldwide.

As disclosed in the interim report of WGL for the six
months ended 30 June 2017, WGL recorded an revenue of
approximately RM 43,380,000 for the six months ended 30 June
2017 as compared with that of approximately RM 33,423,000
for the corresponding period in 2016 with an increase of
approximately 29%. Net loss for the six months ended 30 June
2017 approximated to RM 1,804,000, a decrease as compared
to RM 6,100,000 in the corresponding period in 2016.

The Company expected that WGL will benefit from the new
business opportunities upon opening up of the borders of the
ASEAN countries and expansion of their scope of services to
cover cross border trucking, haulage and rail freight, and will
ultimately contribute to increasing shareholder value.

The fair value gain on the equity investments at fair value
through profit or loss of approximately HK$15,079,000 for the

Period was included in the income statement.

Save for the above, the Company had no other significant
investments.
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CHARGES ON ASSETS
As at 30 September 2017, the banking and other facilities of the
Group are secured by:

(i) corporate unlimited guarantees executed by the Company; and

(i)  the pledge of certain of the Group’s time deposits amounting to
approximately HK$310,000 (as at 30 June 2017: HK$310,000).

Included in the prepayments, deposits and other receivables were
the balances of US$5,020,000 (equivalents to approximately
HK$39,156,000) (the “Frozen Accounts”) (as at 30 June 2017:
US$5,020,000 equivalent to approximately HK$39,156,000), which
were frozen by Silicon Valley Bank and the PayPal. The Frozen
Accounts were temporarily restrained the use up as the Group was
involved in a litigation, detail of which is stated in section headed
“Litigation”.

CONTINGENT LIABILITIES
Except for those detailed in section headed “Litigation”, the Group
did not have any significant contingent liabilities as at 30 September
2017 (as at 30 June 2017: Nil).

FOREIGN CURRENCY RISK
The Group mainly generated revenue and incurred costs in Hong
Kong dollars, Renminbi, Euro, and United States dollars.

In accordance with the Group’s conservative treasury policy, the
Group had not entered into any forward contract for hedging during
the Period. The Group will keep on monitoring the foreign currency
risk and consider any tool for hedging if necessary.

As at 30 September 2017, the Group has no outstanding forward
exchange contracts (as at 30 June 2017: Nil).

DISCLOSURE OF INTERESTS UNDER PART XV OF THE

SECURITIES AND FUTURES ORDINANCE (THE “SFO")

A. Directors and Chief Executives
As at 30 September 2017, none of the Directors nor the chief
executives of the Company had any interests or short positions in
the shares, underlying shares and debentures of the Company or
any of its associated corporations (within the meaning of Part XV
of the SFO) as recorded in the register required to be kept by the
Company pursuant to Section 352 of the SFO, or as otherwise
notified to the Company and the Stock Exchange pursuant to
the required standard of dealings by Directors as referred to in
Rule 5.46 of the GEM Listing Rules.
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SUBSTANTIAL SHAREHOLDERS

As at 30 September 2017, the following parties had interests of
5% or more in the shares and underlying shares of the Company
as recorded in the register required to be kept by the Company

pursuant to Section 336 of the SFO:

M

Ordinary shares of the Company

Name of substantial
shareholder

FTERREHE

Capacity

- 1

7

B. XERX
NZZE—+ENA=1tH UTFTATREZESLH
EIEHIE336IEMEARRRIFE Z B MATRE SR A
NARG ARG R A5 %A £ e

(M

Long position/
Short position

FINNEIE 2]

Number of ordinary
shares interested

Percentage of
issued share capital*

Great Capital (H.K.) Limited

Swift Success Enterprises Limited

Mr. XIA Boyu
BERlFELE

Beneficial owner

EnBEAA

Interest of controlled
corporation
B AEER

Interest of controlled
corporations
G EAEER

Beneficial owner
BE=mEAEA

Mr. LEUNG Kwok Pong
REFHFHE

Mr. WANG He
THhstE

Beneficial owner

BERfEEA

Beneficial owner

=7
H

N

Fa

A A

Note: These 198,288,000 shares of the Company were held

e/ %KE BEERCZEREE HERITREABED L
Long 198,288,000 7.14%
T (Note) (H17t)

Long 198,288,000 7.14%
"R (Note) (Hiit)

Long 198,288,000 7.14%
A (Note) (H13t)

Long 69,264,000 2.49%
A

Long 209,176,000 7.53%
ey

Long 27,816,000 1.00%
A

Bzt - 7R F169198,288,000/% I 15 F Great Capital

by Great Capital (H.K.) Limited, a corporation wholly
controlled by Swift Success Enterprises Limited which was
in turn wholly controlled by Mr. XIA Boyu. Accordingly,
Swift Success Enterprises Limited and Mr. Xia were
deemed to be interested in 198,288,000 shares of the
Company held by Great Capital (H.K.) Limited pursuant to
Part XV of the SFO.

The percentage represents the number of ordinary shares
interested divided by the number of issued shares of the
Company as at 30 September 2017.
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)

Underlying shares of the Company — unlisted derivatives
(convertible bonds)

Name of substantial

shareholder Capacity
FTERRER g4

Sense Media Group Holdings Beneficial owner
Limited EmaA

Mr. WANG He Interest of controlled
TR E corporation

AL AE S

Note: These 507,246,376 underlying shares of the Company
were held by Sense Media Group Holdings Limited. Sense
Media Group Holdings Limited was controlled as to 35%
by Mr. WANG He. Accordingly, Mr. Wang was deemed
to be interested in 507,246,376 underlying shares of the
Company held by Sense Media Group Holdings Limited
pursuant to Part XV of the SFO.

*  The percentage represents the number of underlying
shares interested divided by the number of issued shares
of the Company as at 30 September 2017.

Save as disclosed above, as at 30 September 2017, so far as is known
to any Director or chief executive of the Company, no person had
registered an interest or a short position in the shares or underlying
shares of the Company that was required to be recorded under
Section 336 of the SFO.

SHARE OPTION SCHEME

As at 30 September 2017, there was no option outstanding under
the Share Option Scheme of the Company. No options were granted/
exercised/lapsed/cancelled under the Share Option Scheme of the
Company during the reporting period.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

At no time during the Period were rights to acquire benefits by means
of the acquisition of shares in or debentures of the Company granted
to any Directors or their respective spouse or children under 18 year
of age, or were any rights exercised by them; or was the Company,
or any of its subsidiaries a party to any arrangement to enable the
Directors to acquire such rights in any other body corporate.

SUFFICIENCY OF PUBLIC FLOAT

Based on information that is publicly available to the Company and
within the knowledge of the Directors, at least 25% of the Company’s
total issued share capital was held by the public as at the date of this
report.

LITIGATION

On 16 August 2012, the plaintiff (the “Plaintiff”), Klipsch Group, Inc.,
filed a suit in the federal district court (the “Court”) in the United
States (the “U.S.") against certain defendants, including one of
the online sales platforms (the “Subject Domain”) of the Group, in
respect of (i) trademark counterfeiting; (i) trademark infringement;
and (iii) false designation of origin (the “Litigation”). The Plaintiff
claimed that certain products (the “Klipsch-Branded Items”) were
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registered by them in the U.S. and that infringing Klipsch-Branded
Items had been sold to customers in the U.S. via the Subject Domain.
The Plaintiff sought damages, attorneys’ fees and sanctions. Hence,
the Plaintiff instructed Paypal to freeze US$2,000,000 (equivalent
to approximately HK$15,600,000) (the “Frozen Amount”) from the
Group'’s Paypal account on 27 August 2012.

On 21 September 2012, the Group filed sales documents with
the Court indicating that the sales amount (the “Infringing Sales
Amount”) of the infringing Klipsch-Branded Items into the U.S.
amounted to less than US$700. The Court considered that the Frozen
Amount was excessive and accordingly, the Court entered an order
reducing the Frozen Amount from US$2,000,000 to US$20,000
(equivalent to approximately HK$156,000) on 11 October 2012.
The Plaintiff asserted in December 2012 that the Subject Domain
continued to sell additional Klipsch-Branded Items. The Group filed
additional sales documents establishing that the revenues derived
from sales into the U.S. of the additional Klipsch-Branded Items were
less than US$125.

On 3 December 2013 the Plaintiff filed an amended complaint
naming EPRO E-commerce Limited (“EPRO EComm”), a wholly owned
subsidiary of the Company that operates the Subject Domain as a
defendant in place of the Subject Domain, and naming as fictitious
entities other domains operated by EPRO EComm.

The Company was informed by its legal adviser as to United States
laws on 12 August 2014 that the United States District Court for
the Southern District of New York (the “District Court”) entered an
order temporarily restraining the use of US$5,000,000 (equivalent to
approximately HK$39,000,000) (the “Restrained Sum”) in the bank
accounts and other financial accounts of EPRO EComm (in addition
to the Frozen Amount of US$20,000 (equivalent to approximately
HK$156,000)). A hearing regarding the asset restraining order was
completed on 11 February 2015 (U.S. time).

The Company was informed by its legal adviser as to United States
laws on 3 November 2015, the District Court entered an order
to reduce the Restrained Sum from US$5,000,000 (equivalent
to approximately HK$39,000,000) to US$25,000 (equivalent to
approximately HK$195,000). The District Court has also made an
order for EPRO EComm to pay for reasonable costs and fees incurred
by the Plaintiff during certain legal process relating to the above
matter. However, the Company was subsequently informed by its
legal adviser as to United States laws on 4 November 2015 that the
District Court had granted an application to delay the effectiveness of
the reduction of the Restrained Sum.

Another hearing was held on 10 November 2015 (New York time),
on which the District Court decided to continue to temporarily
restrain the use of the Restrained Sum. On 30 September 2016 (New
York time) the District Court issued an order assessing costs and
fees against EPRO EComm in the amount of US$2,681,406.45 and
retaining the Restrained Sum of US$5,000,000 (the “30 September
2016 order”). On 26 October 2016 (New York Time), EPRO EComm
filed a Notice of Appeal against the 30 September 2016 order. The
parties completed appellate submissions and the United States Court
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of Appeals for the second circuit held oral argument concerning
the appeal on 26 October 2017 (New York time). The Company is
currently seeking legal advice from its United States legal adviser as to
the above matter and the Company will make further announcement
as and when appropriate.

The Directors have exercised their due care in assessing the financial
impact in respect of the legal costs and claims, if any, of the Litigation.
Taking into account of the amount of the Restrained Sum and the
possible legal and professional costs to be incurred, the Company has
made a sufficient provision for the Litigation as at 30 September 2017.
Since the Litigation is still on-going, the Directors would continue to
exercise their due care in monitoring the progress of the Litigation
and would assess the adequacy of provision for the Litigation and the
financial impact to the Group as and when appropriate.

DIRECTORS' INTERESTS IN A COMPETING BUSINESS

None of the Directors and controlling shareholders of the Company
has an interest in a business which competes or may compete with
the business of the Group.

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

During the three months ended 30 September 2017, neither the
Company nor any of its subsidiaries had purchased, sold or redeemed
any of the Company’s listed securities.

SECURITIES TRANSACTIONS BY DIRECTORS

The Group has adopted stringent procedures governing Director’s
securities transaction in compliance with Rules 5.48 to 5.67 of
the GEM Listing Rules. Relevant employees who are likely to be in
possession of unpublished inside information of the Group are also
subject to compliance with guidelines with no less exacting terms
than those set out in the rules. No incidence of non-compliance was
noted for the three months ended 30 September 2017.

CORPORATE GOVERNANCE

The Company has compiled with the code provisions of the Corporate
Governance Code (the “CG Code”) set out in Appendix 15 of the
GEM Listing Rules throughout the three months ended 30 September
2017, except for the following deviation:

Code provision A.2.1 of the CG Code stipulates that the roles of
Chairman and Chief Executive Officer should be separate and should
not be performed by the same individual.

To achieve clear division of responsibilities between the management
of Board and the day-to-day management of business and hence
to ensure balance of power and authority, there are separation of
duties for the Chairman and Chief Executive Officer of the Company.
However, after the resignation of Mr. CHOW Siu Kwong as the Chief
Executive Officer of the Company on 23 September 2016, the Group
has been looking for suitable candidate to fill for the post of Chief
Executive Officer.
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AUDIT COMMITTEE

The Company set up an Audit Committee (the “Committee”) with
written terms of reference in compliance with the requirements of
the GEM Listing Rules. The primary duties of the Committee are to
review and provide supervision over the financial reporting process
and risk management and internal control systems of the Group. The
Committee comprises three independent non-executive Directors,
Mr. FONG Fuk Wai, Mr. CHAN Ngai Fan and Mr. HUANG Zhiying.
The information contained in the Group’s first quarterly report for
the three months ended 30 September 2017 has not been audited
but has been reviewed by the Committee, who was of opinion that
such report compiled with the applicable accounting standards, and
the GEM Listing Rules and legal requirements and that adequate
disclosures had been made.

DIRECTORS

As at the date of this report, the executive Directors are Mr. POON
Man Sum and Mr. Al Kuiyu; the non-executive Director is Mr. CHANG
Eric Jackson; and the independent non-executive Directors are
Mr. FONG Fuk Wai, Mr. CHAN Ngai Fan and Mr. HUANG Zhiying.

By order of the Board
POON MAN SUM

Chairman

Hong Kong, 10 November 2017
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