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

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a higher investment
risk may be attached than other companies listed on the Main Board. 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.

Given that the companies listed on GEM are generally small and mid-sized companies, 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 (the “Directors”) 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, 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 “Board”) of Sino Vision Worldwide
Holdings Limited (the “Company”) announced the unaudited
condensed consolidated results of the Company and its subsidiaries
(collectively the “Group”) for the three months and nine months
ended 31 March 2018 together with the comparative unaudited
figures for the corresponding period in 2017 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 and other expenses

Fair value gain on previously held equity
interest in associate

Share of profit of an associate

Finance costs

LOSS BEFORE TAX
Income tax expense

LOSS FOR THE PERIOD

Loss attributable to:
Owners of the Company
Non-controlling interests

LOSS PER SHARE ATTRIBUTABLE TO
ORDINARY EQUITY HOLDERS
OF THE COMPANY
Basic - Loss for the period

Diluted - Loss for the period
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For the three months
ended 31 March

For the nine months
ended 31 March

BZ=A=1-H BZ=fA=1-H
E=@Aa ENEA

2018 2017 2018 2017
ZE-N\E “E4E “E-N\E —E—tfF
HK$'000 HK$'000 HKS$'000 HK$000
FET FET FET FEr
79,857 76,610 236,910 254,469
(57,972) (53,366) (164,754) (166,139)
21,885 23,244 72,156 88,330
398 2,408 1,236 3,280
(13,655) (16,505) (44,532) (63,457)
(27,486) (21,174 (80,906) (61,722)
1,395 - 1,395 -
350 - 350 -
(4,015) (64) (7,654) (318)
(21,128) (12,091) (57,955) (33,887)
(160) - (999) (99)
(21,288) (12,091) (58,954) (33,986)
(17,145) (12,071) (47,536) (33,937)
(4,143) (20) (11,418) (49)
(21,288) (12,091) (58,954) (33,986)
(0.62) centsfl  (0.54) cents&{L  (1.71) centsiBAL  (1.75) centsiBl
(0.62) centsAl  (0.54) cents Bl (1.71) cents®BAl  (1.75) centsEl




Condensed Consolidated Statement of Profit or Loss and Other

Comprehensive Income

Loss for the period

Other comprehensive income to be reclassified to
profit or loss in subsequent periods:
- Exchange difference arising on translation of
foreign operations

- (Decrease)/increase in fair value of available-for-

sales investment

— Release of reserve upon disposal of
available-for-sale investments

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

TOTAL COMPREHENSIVE INCOME
FOR THE PERIOD

Total comprehensive income attributable to:
Owners of the Company
Non-controlling interests
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For the three months
ended 31 March

For the nine months
ended 31 March

BEZ=A=1-H BZ=A=1-H
IE=f8A IEnfEA
2018 2017 2018 2017
“E-NF “FF —E-N\F —FtF
HK$000 HK$'000 HK$'000 HK$000
TET FAT TET FET
(21,288) (12,091) (58,954) (33,986)
(228) 26 (151) (258)
- 520 (5,700) 6,221
- - 6,095 725
- - - 88
(21,516) (11,545) (58,710) (27,210
(17,362) (11,525) (47,258) (27,161)
(4,154) (20) (11,452) (49)
(21,516) (11,545) (58,710) (27,210)




Condensed Consolidated Statement of Changes In Equity

Balance at 1 July 2016

Loss for the period

Exchange differences on translation of

foreign operations

Increase in fair value of avallable-for-sales

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

Redlassifcation adjustment to profit or
Joss on impairment loss on avalable-

for-sales investment

Total comprehensive income for the

period
Issue of shares, net of share issue
expenses

Equity-settled share option arangements

Evercise of share option

At31 March 2017

Balance at 1 July 2017

Loss for the period

Exchange differences on translation of

foreign operations
Decrease n fair value of
available-for-sales investment
Release of reserve upon disposal of
avalable-for-sales investment

Total comprehensive income for the

period

Equity-settled share option amangements

(note 12)

Deemed partial disposal of interest in

subsidiaries (note 9)
Issue of convertible bonds
(note 11)

At31 March 2018
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Attributable to owners of the Company

RRTEEARE
Available-
for-sales
investment
Convertible Treasury revaluation  Exchange Non-
Issued Share  bonds equity share  Share option reserve  fluctuation controlling
capital  premium reserve  Contributed reserve reserve it reserve Other  Accumulated Interests Total
BEf7 R TERES suplus — ERRA BRE  bERE AE reserve losses Total Pz Equity
B BE BB E4ER R fie  EfBE  JEER  HfEE  ZifER i BE  RE4E
HKS 000 HKS 000 HK$ 000 HKS 000 HKS 000 HKS 000 HK$'000 HKS 000 HK$'000 HKS 000 HK$'000 HK$'000 HK$'000
73 A 77 AT 7 AT 7 AT 2 77 AT AT FET
13986 106915 - T8 356 3763 6,191 (13) -3 B3 B 13019
- - - - - - - - - (33,937) (33937) (49 (33.986)
- - - - - - - (258) - - (299) - (299)
- - - - - - 6221 - - - 621 - 621
- - - - - - m - - - 5 - 5
- - - - - - 8 - - - 8 - 8
- - - - - - 7,034 (258) - (33937) (27,161) (49 2110
7,646 81,024 - - - - - - - - 88,610 - 83,670
- - - - - 710 - - - - 710 - 710
806 1339 - - - (3763) - - - - 10435 - 10435
2438 201,331 - 77,068 3526 70 13225 (39 - (113313) 204,59 29 204,624
21,162 263871 - 77,008 3,526 - (395) @1 - (130,268) w2 (20) 21,107
- - - - - - - - - (47,536) (47,536) (11.418) (58,954)
- - - - - - - (1 - - (17) (34) (151)
- - - - - - (5,700) - - - (5,700) - (5,700)
- - - - - - 6,095 - - - 6,095 - 6,09
- - - - - - 395 (1 - (47,536) (47,258) (11452) (58,710)
- - - - - 1,965 - - - - 1,965 - 1,965
- - - - - - - - (8,344) - (8,344) 834 20,000
- - 45,454 - - - - - - - 45,454 - 45454
21,162 263871 45454 77,068 3,526 1965 - (554) (8348)  (177,804) 232,94 16872 249,816




Notes to the Condensed Consolidated Financial Statements

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 GEM of
The Stock Exchange of Hong Kong Limited (the “Stock Exchange”)
on 2 August 2000.

On 21 August 2015, the Company de-registered from the Cayman
Islands and registered in Bermuda as an exempted company under
the law of Bermuda. The change of domicile has no impact on the
continuity and the listing status of the Company.

Pursuant to a special resolution passed at the special general
meeting of the Company on 28 December 2017, the English name
of the Company has been changed from “DX.com Holdings Limited”
to “Sino Vision Worldwide Holdings Limited” and the Chinese name
MBI AR B BR 2 B " has been adopted as the secondary name
to replace the existing Chinese name of the Company “DX.comiZf%

BRAT"

The registered office of the Company is located at Clarendon House,
2 Church Street, Hamilton 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. With effect from 1 December 2017, the
principal place of business was relocated to Unit 2, 28/F, Vertical
Square, No. 28 Heung Yip Road, Wong Chuk Hang, Hong Kong.

The Group is principally engaged in e-commerce and provision of
online sales platform; money lending business and provision of
property management and property agency services in Hong Kong.
During the nine months ended 31 March 2018 (the “Period”),
the Group extended its business into the operation of (i) agency
for intellectual property (“IP”) rights licensing and international IP
development, media and integrated marketing; and (ii) distribution
of sports apparel.

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 Standards, 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 applicable 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. The unaudited
condensed consolidated financial statements do not include all
the information and disclosures required in the annual financial
statements and thereby should be read in conjunction with the
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

Agency for IP rights licensing, media and
integrated marketing income

Distribution of sports apparel
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The Group was principally engaged in e-commerce and provision
of online sales platform, money lending business, and provision of
property management and property agency services in Hong Kong.
During the Period, the Group made access to (i) agency for IP rights
licensing and international IP development, media and integrated
marketing business and (ii) distribution of sports apparel business,
for details please refer to note 10 and in section headed “Business
Review"” and “Prospect”.

For management purposes, the Group is organised into business
units based on their nature and resources allocation. There are four
reportable operating segments as follows:

(@) E-commerce and provision of online sales platform;

(b) Money lending business;

(c) Provision of property management and property agency
services; and

(d) Agency for IP rights licensing, international IP development,
media and integrated marketing and distribution of sports
apparel business.

The Group has commenced its IP and media business and
distribution of sports apparel business since August 2017 and
February 2018, respectively.

FINANCE COSTS

Interest expenses on bank and other loans
Imputed interest expenses on convertible

bonds (note 11) (H1at11)
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For the three months For the nine months
ended 31 March ended 31 March
BEZ=B=+—H BZ=HA=+—H
IE={@A @A
2018 2017 2018 2017
—E-NF T—+tF ZEBE-NF T—tF
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) CREFER)  (REER) (CREEZ)
HK$'000 HK$°000 HK$'000 HK$°000
FET FET FET FET
56,555 73,939 196,290 250,074
1,795 1,035 6,464 1,682
101 1,636 5,617 2,713
17,267 - 24,400 -
4,139 - 4,139 -
79,857 76,610 236,910 254,469
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For the three months
ended 31 March

For the nine months
ended 31 March

BEZE=H=t+—H BZE=A=t-—H
IE=@A IEAEA

2018 2017 2018 2017
“E-NF —T—+F ZB-NF —T—+F
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) CREFR)  CREER)  CREEZ)
HK$000 HK$°000 HK$000 HK$°000
FETT FET FAET FAET
- 64 - 318
4,015 - 7,654 -
4,015 64 7,654 318




LOSS BEFORE TAX

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

Cost of sales and services
Cost of sales
Cost of services

Technical expenses included in "Cost
of sales" in the consolidated
statement of profit or loss

Depreciation of property, plant and
equipment

Amortisation of other intangible assets

Minimum lease payments under
operating leases in respect of land
and building

Fair value loss on equity
investments at fair value through
profit or loss, net

Loss on disposal of available-for-sales
investment (note a)

Auditors' remuneration

Impairment loss of an available-for-sales
investment

Equity-settled share option expenses

Staff costs
Wages and salaries
Housing allowances
Equity-settled share option expenses
Net pension scheme contributions

Foreign exchange loss, net
Bank interest income
Gain on disposal of intangible assets
Gain on disposal of property,

plant and equipment
Government grants received
Ancillary service income

Note:
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a.  During the Period, the Group disposed all the available-for-
sales investment through the Stock Exchange, with loss on
disposal of approximately HK$20,199,000.

BRBLATE 18
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For the three months
ended 31 March

For the nine months
ended 31 March

BE=A=t+—H BE=A=t+—8
IE=@A WEHEA
2018 2017 2018 2017
—E-N\E —ZT—+F ZEBE-NE —ZT—+F
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) CREFR) CREER) CREEZ)
HK$000 HK$'000 HK$’000 HK$'000
FET FET FET FET
42,455 52,595 145,938 165,368
15,517 771 18,816 771
57,972 53,366 164,754 166,139
2,321 1,478 5,812 5,831
608 398 1,686 1,148
72 - 183 -
1,923 673 4,612 2,342
6,561 7,192 699 7,760
- - 20,199 5,162
302 180 1,007 570
- - - 88
1,279 - 1,279 -
7,076 5,785 21,149 15,384
92 - 222 -
686 - 686 710
878 284 1,897 1,600
8,732 6,069 23,954 17,694
54 494 1,778 1,102
(8) (4) (14) (23)
- (2,028) - (2,028)
- - - (83)
(15) (55) (102) (293)
(263) (288) (976) (753)
At -

a. RAHIR  AEBEBHIAHEME A HEER
B2 RAFES - REEEYA20,199,0008 7T °



6. INCOME TAX EXPENSE

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

Profits tax — Elsewhere

Deferred tax

Total tax charged

6. FIEHRER

For the three months
ended 31 March

For the nine months
ended 31 March

BZ=BA=+—H BZ=HA=+—H
=14 IEAfE A
2018 2017 2018 2017
—BE-N\F —ZE—+F ZZEBE-NF —ZT—+F
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REBERZR) (RESEZR)  (RESZE®R) CREER)
HK$°000 HK$'000 HK$’000 HK$'000
FHET FET FET FHT
NEARFTERI B
MG — BB - - 229 91
FISH — Btz 160 - 770
EERT - - - -
RIS H4a% 160 - 999 99

Hong Kong profits tax has been provided at the rate of 16.5% on
the estimated assessable profits for the Period (2017: 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.

7. DIVIDENDS
The Directors do not recommend the payment of third quarterly
dividend (2017: Nil).

8. LOSS PER SHARE ATTRIBUTABLE TO ORDINARY EQUITY
HOLDERS OF THE COMPANY
The calculations of basic loss per share are based on:

EBFS IR AR 2 (A aTH BT AT AT K 16.5%5T
REH(ZE—1F 1 165%) °

REBREMREE 7 AE 2 @mMRE - CRIEEE
PRE 2 RAVED] - RBRIEH - BEARBER,F)
R IRITHEREE -

Loss attributable to ordinary equity
holders of the Company

Number of shares:

Weighted average number of ordinary shares
in issue during the period used in the basic
loss per share calculation

7. BRE
EETERREE-FTERB(ZZE—LF : &) -
8. AAFEBEREZFEAERLERER
GREREEBIZATEESE
For the three months For the nine months
ended 31 March ended 31 March
BZE=A=1+—H BE=A=+-—8H
IE=@A IEAEA
2018 2017 2018 2017
—B-NE —T—+tF =ZB-NFE _—ZT—+F
(Unaudited) (Unaudited) (Unaudited) (Unaudited)
(REER) CREFR)  CREER)  CREEZ)
HK$’000 HK$'000 HK$’000 HK$'000
FET FET FET FET
KRR EBRESFEA
FE1E 18 (17,145) (12,071) (47,536) (33,937)
Numbers of shares
RAEE
For the three months For the nine months
ended 31 March ended 31 March
BE=A=t—H BE=A=1+—H
IE=MEA LERER
2018 2017 2018 2017
—E-N\E —T—+tF ZB-NFE —T—+tF
(Unaudited) (Unaudited)  (Unaudited) (Unaudited)
(REBERZ) (REERZ) (RBEX) (REHEZ)
RIDER
FALFTESRELREE
ZHARE BITE B
T 2,776,215,424 2,243,775,424 2,776,215,424 1,942,177,905




10.

No adjustment has been made to the basic loss per share amounts
presented for the three months and nine months ended 31 March
2018 in respect of the potential dilution of the issued convertible
bonds (as refer to note 11) and outstanding share options (as refer
to note 12) which had an anti-dilutive effect on the basic loss per
share amounts presented (three months and nine months ended
31 March 2017: the Group had potentially antidilutive outstanding
share options in issue).

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 other reserve of the
Group.

ACQUISITION OF SUBSIDIARIES

(@) Sense Acquisition

On 5 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”); (ii)
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 (ii) 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 licensing, international IP development
and media 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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The fair values of the identifiable assets and liabilities of the —REREEER T —+tF ) N\ALH(ZBUKEES

Sense Media Group as at 7 August 2017, being the completion
date of the Sense Acquisition, were as follows:

AR 2 A BRI EER BB AFERT

Fair value
recognised on the
Sense Acquisition

R=BWBEEE

BRZATE
(Unaudited)
(RSER)
HK$’000
FET
Property, plant and equipment M - BB KR 1,366
Other intangible assets HibEREE 1,056
Trade receivables JEURE SRR 865
Prepayment and other receivables T ERIE K Hth FE R IE 3,697
Cash and bank balances He MIRTTHE R 7,825
Trade payables FERTE SRR (708)
Accruals and other payable FE&H B R K Bt FE < 508 (3,774)
Due to a related party (note (i) JEN —RBE R RIBHEG)) (3,786)
The Sale Loan SHEER (8,511)
Total identifiable net liabilities at fair value BAEYRZ AR A EFEARE (1,970)
Assignment of the Sale Loan ERHEER 8,511
Total identifiable net assets at fair value BATEYRZ ATEREEFEARE
(excluding the Sale Loan) (TBEHEER) 6,541
Goodwill EES 73,459
Total consideration BRAE 80,000
Consideration satisfied by: REUATHRZN -
— Cash —R& 10,000
— Convertible bonds (note 11) — AR ES(AET1) 70,000
80,000
Note: Bt -
(i)  The amount is payable to Mr. Wang He, director of Sense () ZEeHAEMNIHEE(ZBEEERARR

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.
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(b) Step acquisition from interests in an associate to a

subsidiary of the Group - Strong Network Acquisition

In December 2017, the Company completed the 25% share
subscription with an independent third-party, Strong Network
International Limited (”Strong Network”), of its enlarged issued
share capital for a total consideration of HK$15,000,000.
Strong Network and its subsidiaries (the “Strong Network
Group”) is a service provider for distribution agency, sales and
marketing channel of licensed IP products.

On 25 January 2018, the Company completed the acquisition
of 75% equity interest in Strong Network (“Strong Network
Acquisition”) at an aggregate consideration of HK$60,000,000,
in which HK$30,000,000 (the “1st Installment”) was paid upon
completion.

Conditional upon the consolidated net profit after tax of Strong
Network Group for the 12 months period ending 31 December
2018 (the “Strong Network First Guarantee Period”) and 31
December 2019 (the “Strong Network Second Guarantee
Period”), HK$15,000,000 each shall be payable if the results
are not less than HK$10,000,000 and HK$15,000,000 in each
of the guarantee period respectively.

In the event that the Strong Network Group's actual profit
for the Strong Network First Guarantee Period is less than
HK$10,000,000, the Company is relieved from its obligation
for payment of the whole contingent consideration.

Details of the acquisition, contingent consideration and profit
guarantee was set out in the Company’s announcements dated
20 October 2017 and 22 January 2018.

Immediately upon the completion and the Strong Network
Acquisition, Strong Network became a wholly owned subsidiary
of the Group.

Prior to the Strong Network Acquisition, the Company held
25% interest in Strong Network and the investment was
recognised as interests in an associate. The fair value has been
re-measured at HK$16,745,000 and the fair value gain on
previously held equity interest in an associate of HK$1,395,000
has been recognised to the profit or loss upon completion of
the Strong Network Acquisition.
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The fair values of the identifiable assets and liabilities of the
Strong Network Group as at 25 January 2018, being the
completion date of the Strong Network Acquisition, were as

follows:

Property, plant and equipment
Other intangible assets
Available-for-sale investments
Inventory

Trade receivables

Prepayment and other receivables
Tax recoverable

Cash and bank balances

Trade payables

Deposits received in advance

Total identifiable net assets at fair value
Goodwill

Total consideration

Purchase consideration
- Cash

— Fair value of previously held interest in

Strong Network Group

— Fair value of contingent consideration

Strong Network EBIR —E—N\F— A=+ HH
(Strong Network Y EIE5ER B HY) 2 AT 51 & 2
kaEz A FEDT

Fair value
recognised on the
Strong Network

Acquisition
Strong Network
WEg=EE
BRZATE
(Unaudited)
(RBER)
HK$’000
FET
M - E R 2,168
HEtmpEE 1,518
A ERE 4,937
"8 98
FEWE R 2,486
TEA FRIE K E A PR U R R 904
BEEEEE 41
R & MIRITEE R 15,378
JEE SRR (414)
TEliZS (11,524)
BATEYRZ AIHEREEFEARE 15,592
SRS 49,331
mRE 64,923
BERE
-Re 30,000
- L&ﬁﬂ—rStrong Network E Bz~
NE 16,745
- AREQTFE 18,178
64,923

The goodwill arising from the Strong Network Acquisition is
attributable to the future growth and profitability expected to

arise from the business combination.
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11.

CONVERTIBLE BONDS
August 2017 Convertible Bonds (“August 2017 CB")

On 7 August 2017, the Company issued zero coupon redeemable
unsecured convertible bonds with an aggregate principal amount of
HK$70,000,000 due in August 2020, comprising 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 10). 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
Guarantee Period if the First Year Target Profit is achieved; or (ii) full
payment of the cash compensation to the Company if the First Year
Target Profit is not achieved.

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
Guarantee Period if the Second Year Target Profit is achieved; or
(i) 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.

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.

December 2017 Convertible Bonds (“December 2017 CB")

On 1 December 2017, the Company issued convertible bonds with
principal amount of HK$100,000,000 carrying a coupon rate of 2.5%
due in November 2020. The interest period shall be six months and
payable in arrears except for the first and the last interest period,
which shall be accrued and paid on 30 June 2018 and 30 November
2020, respectively. The bonds are conditionally convertible into
ordinary shares of the Company at an initial conversion price
of HK$0.181 per conversion share (subject to adjustments in
accordance with the terms of the convertible bonds).

Based on the conversion price of HK$0.181 per conversion share
(subject to adjustment), a maximum number of 552,486,187
conversion shares will be allotted and issued, representing
approximately 19.90% of the existing issued share capital of the
Company and approximately 16.60% of the issued share capital
of the Company as enlarged by the allotment and issue of the
conversion shares.
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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.

Imputed interest expense on the convertible bonds is calculated using
the effective interest method by applying the effective interest rate
of 12.25% per annum.

The convertible bonds issued during the Period have been split into
the liability and equity components as follows:

Nominal value of convertible bonds issued AEA BT IR ESEE
during the Period

Equity component, net transaction cost EmEs  FRFEAR

Direct transaction cost attributable to the EmE D EINEER KA
equity component

Direct transaction costs attributable to the BEBOEBEEEI KA
liability component

Liability component at the issuance date RETHEBENBESS

Imputed Interest expense (note 4) HE R SR (HiF4)

Interest paid EARFE

Conversion into ordinary shares BT ER

Liability component at 31 March 2018 RZEBE—-N\F=ZA=1+—HH
Q%DBB
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August December
2017 CB 2017 CB Total

—F-—tF  —F—L%F

NA +=A
ARRES AR ES #st

(Unaudited) (Unaudited) (Unaudited)
(REER) (REER) (REERK)

HK$’000 HK$°000 HK$’000
FET FET FET
70,000 100,000 170,000

(24,819) (20,635) (45,454)
- (529) (529)

- (1,971) (1,971)
45,181 76,865 122,046
4,610 3,044 7,654
49,791 79,909 129,700




12. SHARE OPTION SCHEME

Details of the Company's shares option scheme and the share
options issued under the scheme are as follows:

(a) Old Share Option Scheme

The Company, pursuant to a resolution passed on 12 February
2007, adopted a share option scheme (the “Old Share Option
Scheme”) for the purpose of providing incentives or rewards
to eligible participants for their contribution to the Group
and/or to enable the Group to recruit and retain high-calibre
employees and attract human resources that are valuable to
the Group and any entity in which the Group holds any equity
interest (the “Invested Entity”). Eligible participants of the Old
Share Option Scheme include the directors and employees of
the Company, its subsidiaries or any Invested Entity, suppliers
and customers of the Group or any Invested Entity, any person
or entity that provides research, development or technological
support to the Group or any Invested Entity, any adviser or
consultant to any area of business or business development
of any member of the Group or any Invested Entity, any joint
venture partner or business alliance that co-operates with any
member of the Group or any Invested Entity in any area of
business operation or development and any shareholder of
any member of the Group or any Invested Entity or any holder
of any securities issued by any member of the Group or any
Invested Entity. The Old Share Option Scheme terminated on
1 November 2016 after the adoption of a new share option
scheme.

No share options granted under the Old Share Option Scheme
remained outstanding during the nine months ended 31 March
2017.

During the period ended 31 March 2017, 80,640,000 share
options have been exercised and resulted in the issue of
80,640,000 additional new ordinary shares of HK$0.01 each,
with aggregate proceeds before related issue expenses of
approximately HK$10,435,000. The movement of number of
share options under the Old Share Option Scheme during the
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period ended 31 March 2017 was as follows: 2H) -
Number of share options
BREZE
Outstanding
Outstanding Exercised asat Date of Exercisable Exercise price
as at during the 31 March grant of period of of share
Name or category of participant 1July 2016 period 2017 share options  share options options
RZZ—RF R-Z—tF
tA-8 =ZA=1+-H R BR BiE
SREEBIFEER i RATE KEBETE HARITE BRERH T ZfEE
HK$ per share
EET
Directors
Bz
Mr. CHOW Siu Kwong 13,440,000 (13,440,000) - 27 May 2016 27 May 2016 to 0.1294
Bk EAE —E-RF 26 May 2017
(Resigned as an executive director of the Company BAZ+tHE ZE—R%
with effect from 23 September 2016) TAZt++RZE
(BEZE—R"FNAZT=BRBEADFZ e S 2
WiTES) AAZtH
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(b)

Number of share options

BREZE
Outstanding
Outstanding Exercised asat Date of Exercisable Exercise price
as at during the 31 March grant of period of of share
Name or category of participant 1 July 2016 period 2017 share options  share options options
RZB-RE R-B—tF
tA-8 ZA=t+-B B BR BiE
SREEBAFEER i RATE KEETE HWARITE BRERH BT 218
HK$ per share
EET
Directors
Bz
Mr. HUNG Kenneth 13,440,000 (13,440,000) - 27 May 2016 27 May 2016 to 0.1294
HERLE ZTRF 26 May 2017
BAZHER ZE—1F
BAZ+EAZ
ZTtF
AA=t7H
Employees and other participants 53,760,000 (53,760,000) - 27 May 2016 27 May 2016 to 0.1294
BEIRHMSEE ZE-RE 26 May 2017
BAZtERA ZE—~F
AAZ+tAZE
ZEtF
TA-+AE
80,640,000 (80,640,000) -

The weighted average closing price of the shares of the
Company immediately before the date on which these share
options were exercised was HK$0.132 per share.

New Share Option Scheme

The Company, pursuant to a resolution passed on 1 November
2016, adopted a new share option scheme (the “New Share
Option Scheme”) for the substitution of the Old Share Option
Scheme to issue up to 10% of the shares in issue on the grant
of options under the New Share Option Scheme. There is
no material difference between the terms of the New Share
Option Scheme and the Old Share Option Scheme. The New
Share Option Scheme should, unless otherwise terminated
or amended, remain in force for ten years from 1 November
2016.

In order to give the Company the flexibility to grant share
options to eligible participants under the New Share Option
Scheme as incentives and/or rewards for their contribution to
the Group, the Company refresh the scheme mandate limit
(the “Refreshed Mandate”) pursuant to a resolution passed
on 1 November 2017 which allowed the Company to grant
up to 277,621,542 share options pursuant to the New Share
Option Scheme, representing 10% of the issued shares as at 1

November 2017.
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During the nine months ended 31 March 2018, 277,000,000
share options have been granted under the New Share Option
Scheme, the movement of number of share options under the
New Share Option Scheme during the period ended 31 March
2018 is as follows:

RBE-ZE-NF=ZRA=+—

BiEh@EA -

277,000, ooo1‘ﬁ%ﬂx$éa%£%ﬁﬁﬁﬁx$&*;+ﬁll%&%ﬁ

LT ABZE—F—NE=A=+—
BRI 2 BIEHE 2B

Number of share options
BREHE
Outstanding
as at Exercisable
Granted during 31 March Date of grant of period of
Name or category of participant the period 2018 share options share options
RZB-N§
=A=t+-H
SRELBAFEER AEERH i RATBE RnBRERS BREZTES
Directors
Bz
Mr. POON Man Sum 25,000,000 25,000,000 12 February 2018 12 August 2018 to
EARAE —E-N\F 11 February 2020
ZA+ZH ZENE
NA+=ZAZ
o
-5 +-AR
Mr. Al Kuiyu 25,000,000 25,000,000 12 February 2018 2 August 2018 to
NEFEE —E-N\F 11 February 2020
—R+t=R —T-N\F
NA+=BZ
—T-%F
ZAt+—H
Employees and other participants 227,000,000 227,000,000 12 February 2018 12 August 2018 to
BTIRHMSEE —E-N\F 11 February 2020
“A+=H —Z-N\F
NA+=RAZ
b i X2
ZA+-H
277,000,000 277,000,000

*  The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

The closing price of the shares of the Company immediately
before the date on which these share options were granted
was HK$0.26 per share.

The following assumptions were used to calculate the fair value
of share options granted on 12 February 2018 under the New
Share Option Scheme:

Exercise price 1TE(E
Expected volatility TR HA K I8
Vesting date 5 /& B A
Expected life TE B 4F B
Risk-free rate g
Expected dividend yield T8 HA B i 2
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Exercise price of
share options*

BRETHEE"
HK$ per share
BiET

0.27

0.27

0.27

* BEREZITEERRTHRREITAR %
RABAZ BABFRIZ B AT T HE -

AR EBRON R HZ S B QR 2 W E

RBAR0.268 7T ©

AEEBRE N -\ F AT AR
2B N ERDERATRRE

Director

=
HK$0.27/&7T
68.712%

12 August 2018
—ZF-)\FN\A+T=H

2 years®F

1.287%

Nil 4=

Others
Hith

HK$0.278 7T
68.712%

12 August 2018

—NFNR+=RH

2 years®E

1.287%

Nil 4



The fair value of the 277,000,000 share options granted to
the directors and employees, and other participants on 12
February 2018 under the New Share Option Scheme were
estimated at HK$0.02 and HK$0.033 per share respectively
using the Binomial Model. The expected volatility used the
historical volatility of the stock price of the Company. Risk-free
rate represents the yields to maturity of respective Hong Kong
Exchange Fund Note as at the valuation date.

The Group recognised the total expenses of approximately
HK$1,965,000 during the nine months ended 31 March 2018
in relation to share options granted by the Company.

Apart from above, no options were exercised/lapsed/cancelled
under the New Share Option Scheme during the nine months
ended 31 March 2018.

During the nine months ended 31 March 2017, 177,440,000
share options have been granted under the New Share Option
Scheme. The movement of number of the share options under
the New Share Option Scheme for the period ended 31 March
2017 is as follows:

Number of share options
fEREZE
Granted during ~ Outstanding as at

Name or category of participant the period 31 March 2017

RZB—t&

ZA=t+-8
2EELBAFEER EHERN i RATHRE
Directors
Bz
Mr. TAI Man Hin Tony 17,744,000 17,744,000
qxEnt

(Appointed as an executive director of the
Company with effect from 13 September 2016
and resigned on 1 June 2017)
(AZE—"FNAT=AREZEALRAL
HITESTR_T—+FA—AFHT)

Employees and other participants 159,696,000 159,696,000
BIRHSHEE

177,440,000 177,440,000

*  The exercise price of the share options is subject to
adjustment in the case of rights or bonus issues, or other
similar changes in the Company’s share capital.

18

RHERE SN - \F_A+_BETES
MR BUA R E b2 2 277,000,00017 B A #E 2
NFETE —EAER D BIFHE AE0.028 T K
FA%0.033/8 7T - FBELRIE R AA R RIRENE
FFR - EMEREREATEESHASEZSE
SERIEZ WS -

AREEBNBE - N\F=A=1+—HILNEA®
AN AR RS I SR 48 F S 491,965,000 7T ©

BrLadEsS  BERBRERNBE_T—/\F=A
=+ —HIEAEARENBREABIRITE X
R o

RBEE-_FT-—+tF=A=+—HILA@AR -
177,440,00017 f A 1 B4R BB A A B R A -
UTREZE—T—+F=A=1+—HILHEREHR
BREA B2 BRERE 228

Date of Exercisable
grant of period of Exercise price of
share options share options share options*

RHEERER B ZITER BIRE TR

HKS$ per share

BRET

23 December 2016 23 December 2016 to 0.145
“Z—RF 22 December 2018

+-B=1+=H TR

+=-A=1+=H
2T -)\F
+-F=+=H

23 December 2016 23 December 2016 to 0.145
ZT—7FE 22 December 2018
+=-RA=+=H —E-NE
+-A-1+=R%
—E-N\&E
+ZAZ+=H

© R TR BT TR BTAN -
ARFAZ RS BT T B -



The following assumptions were used to calculate the fair value
of share options granted on 23 December 2016 under the New
Share Option Scheme:

Exercise price 1TE(E

Expected volatility TR AR I8
Expected life TEEAGEER
Risk-free rate g =

Expected dividend yield TEEAE =
The fair value of the 177,440,000 share options granted on
23 December 2016 under the New Share Option Scheme was
estimated at HK0.004 per share using the Binomial Model.
The expected volatility used the historical volatility of the stock
price of the Company. Risk-free rate represents the yields to
maturity of respective Hong Kong Exchange Fund Note as at
the valuation date.

The Group recognised the total expense of approximately
HK$710,000 during the nine months ended 31 March 2017 in
relation to share options granted by the Company.

All 177,440,000 share options granted under the New Share
Option Scheme had been exercised by the grantees during
the year ended 30 June 2017 and resulted in the issue of
177,440,000 additional new ordinary shares of HK$0.01 each,
with aggregate proceeds before related issue expenses of
approximately HK$25,729,000.

13. 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 31 March 2018, the Group had total future minimum lease
payments under non-cancellable operating leases falling due as
follows:

Not later than 1 year TEBRR1F
Later than 1 year and not later than 5 years

14. SIGNIFICANT EVENTS AFTER THE END OF THE REPORTING
PERIOD

There is no significant event after the end of the reporting period.

15. COMPARATIVE FIGURES

Certain comparative figures have been reclassified to conform with
the current period’s presentation.
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FINANCIAL REVIEW

Revenue

During the Period, the Group recorded an unaudited consolidated
revenue of approximately HK$236,910,000 (For the nine months
ended 31 March 2017: approximately HK$254,469,000).

The consolidated revenue for the Period was mainly contributed
by the revenue from (i) the e-commerce business of approximately
HK$196,290,000; (ii) the money lending business of approximately
HK$6,464,000; (iii) the provision of property management and
property agency services of approximately HK$5,617,000; and (iv) the
agency business for IP rights licensing, international IP development,
media and integrated marketing and other business of approximately
HK$28,539,000.

The intense industrial competition in the e-commerce sector has lead
to a decline in 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$88,330,000 during
the corresponding period in last year to approximately HK$72,156,000
during the Period, representing a drop of approximately 18%, while
the gross profit margin recorded a decrease to approximately 30%
(For the nine months ended 31 March 2017: approximately 35%).
The drop in the gross profit was mainly attributed by the intense
competition within the e-commerce industry.

Selling and Distribution Costs

The expenses mainly attributable to e-commerce business. The drop
in the expenses was resulted from (i) the decrease in revenue of
e-commerce business; and (ii) decrease of transportation cost due to
change in sales mix during the Period.

Administrative and Other Expense

The increase in administrative and other expenses was mainly caused
by the loss on disposal of the available-for-sales investments of
approximately HK$20,199,000 (For the nine months ended 31 March
2017: HK$5,162,000) and higher staff costs of HK$23,954,000 (For
the nine months ended 31 March 2017: HK$17,694,000).

Finance Costs

The finance costs during the Period amounted to approximately
HK$7,654,000 (For the nine months ended 31 March 2017:
HK$318,000). The increment was attributable to the imputed interest
expense of the convertible bonds issued during the Period.

Loss for the Period

The Group recorded a loss of approximately HK$58,954,000 during
the Period and representing an increase of approximately 73%
as compared with that of the corresponding period in last year of
approximately HK$33,986,000.
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Even though there are profits from the new business segments of the
Group, such profits were fully outweighed by:

e the loss on disposal of the available-for-sales investments;
e the continuing loss from e-commerce business; and
e increase in finance costs.

BUSINESS REVIEW

E-commerce

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
approximately HK$250,074,000 for the last corresponding period
to approximately HK$196,290,000 for the Period. The Group took
a series of measures including fiscal austerity, expansion of scope of
trade of products and enhancement of operating efficiency.

In August 2017, the Group introduced the former senior management
of EPRO E-Commerce Group Limited (“EPRO") as a new investor of
EPRO. The Board believes that the valuable experience of the new
investor in e-commerce business management could contribute
to the business development and expected to reduce its funding
commitment to the EPRO group in the future.

Money-lending

During the Period, the revenue of money lending business amounted
to approximately HK$6,464,000 and the Group offered loans to
clients at an interest rate ranging from 8% to 12%. The Group will
continue to maintain a balance and review its loan portfolio so as to
control the risks of debt default.

Provision of property management and property agency
services

During the Period, the revenue of property management and property
agency services was approximately HK$5,617,000. Leverage on
the experienced team, development of the segment will remain
sustainable. The Group will closely monitor its business development
and overall costs to continue seeking for profit opportunities.

Agency for IP rights licensing, international IP development,
media and integrated marketing and distribution of sports
apparel business

During the Period, the Group made access to the agency for IP rights
licensing, international IP development and media business upon the
completion of acquisition of Sense Media Group. Sense Media Group
positions itself as a comprehensive operation platform for IP rights and
also specialising in media business, including provision of integrated
marketing, planning and design service for brands. It capitalizes on
the abundant resources in Greater China and strong operational
liquidity of the Company and conduct product design and commercial
operation in respect of licensed IP rights and brands. Sense Media
Group is also a pioneer of the “Intellectual Property + Augmented
Reality + Food & Beverage” business concept in China. Its 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. The business contributed a revenue of
approximately HK$12,134,000 to the Group since the acquisition of
Sense Media Group.
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In January 2018, the Group completed the acquisition of Strong
Network Group, which is a service provider for distribution agency,
sales and marketing channel of licensed IP products.

Subsequent to the acquisition, Strong Network Group had continued
the steady expansion of its distribution channel within the PRC
through engagement with various cooperation partners which covers
over 17 different provinces of the PRC. In addition, Strong Network
Group commenced its business of distribution of sports apparel in
February 2018. The business of Strong Network Group contributed
a revenue of approximately HK$16,405,000 to the Group since its
acquisition.

PROSPECT
The Group has progressively explored different business opportunities
outside the field of e-commerce to widen its business scope.

The Board considers that Strong Network Acquisition is a key
downstream business integration of distribution channels. While Sense
Media Group focuses on the sourcing and procurement of IP with the
capabilities to disseminate its IP portfolio within certain major cities in
the PRC, the core focus of Strong Network Group is and will continue
to be the nation-wide distribution of commercialised IPs. The Board is
of the view that the growing distribution channel of Strong Network
Group will assist the development of the Group's IP commercialisation
business.

The Board believes that outlook of licensed IP rights is promising with
huge potential for development, in particular, by leveraging on the
development of internet technology and the upgrade of domestic
consumer industries. Being a pioneer in the IP commercialisation
industry will benefit the financial performance of the Group and
commencement of operations in media, integrated marketing and
distribution of sports apparel through Sense Media Group and Strong
Network Group will further diversify the sources of income of the
Group.

Looking ahead, in respect of the e-commerce business, the Group
will strive to control its costs and expand its clientele, in an attempt to
maintain its competitiveness.

The Board is of the view that the series of new measures and
acquisitions have laid a foundation for the diversified development
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 its
shareholders.

LIQUIDITY AND FINANCIAL RESOURCES

During the Period, the Group financed its operations by internally
generated cash flow and proceeds from issuance of convertible
bonds.

As at 31 March 2018, the Group’s consolidated shareholders’
equity, current assets and net current assets were approximately
HK$232,944,000 (as at 31 December 2017: approximately
HK$248,341,000), approximately HK$290,486,000 (as at 31
December 2017: approximately HK$351,843,000) and approximately
HK$192,963,000 (as at 31 December 2017: approximately
HK$258,854,000) respectively.
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In respect of the Group’s current assets, trade receivable and loan
and receivables (net of provision for doubtful debts) accounted for
30% (as at 31 December 2017: 21%) whilst pledged deposits, cash
and equivalents accounted for about 31% (as at 31 December 2017:
46%). As at 31 March 2018, the Group's pledged deposits amounted
to HK$310,000 (as at 31 December 2017: HK$310,000) and cash
and cash equivalents amount to HK$88,895,000 (as at 31 December
2017: HK$160,831,000).

The Group's cash and cash equivalents were denominated in Hong
Kong dollars, Pound sterling, Euro, Renminbi, Canadian dollars, Swiss
Franc, Australian dollars, Mexican Peso and United States dollars.

In August 2017, the Group issued HK$70,000,000 zero coupon
redeemable unsecured convertible bonds as part of the consideration
for the Sense Acquisition (see note 11).

In December 2017, the Group issued HK$100,000,000 convertible
bonds to enhance the liquidity of the Company (see note 11).

As at 31 March 2018, there was no bank or other borrowings
and revolving loan facility from other financial institution (as at 31
December 2017: Nil).

MATERIAL ACQUISITIONS, DISPOSALS AND SIGNIFICANT

INVESTMENTS

(i) Save as disclosed in note 9 and note 10 of the condensed
consolidated financial statement, the Group did not make any
material acquisition or disposal of subsidiaries during the nine
months ended 31 March 2018.

(i)  Significant Investment

The Directors consider that investment 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 investment. There is no significant
investment as at 31 March 2018 and 31 December 2017.

GEARING RATIO

As at 31 March 2018, the gearing ratio of the Group as a ratio of net
debt divided by the total capital plus net debt was approximately 36%
(as at 31 December 2017: 18%). Net debt includes trade payables,
other payables and accruals, deposits received in advance, convertible
bonds and tax payables less pledged deposits and cash and cash
equivalents.

CAPITAL STRUCTURE

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

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

(1)

(2

Issuance of convertible bonds under specific mandate

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"”) (“August 2017 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).

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 August 2017 CB,
please refer to note 11 of the condensed consolidated financial
statement and the Company’s circular dated 18 July 2017 and
the Company’s announcements dated 6 June 2017, 2 August
2017 and 7 August 2017, respectively.

Issuance of convertible bonds under general mandate

On 23 November 2017, the Company entered into a subscription
agreement with a subscriber, pursuant to which the Company
conditionally agreed to issue and the subscriber conditionally
agreed to subscribe for, the bonds in the principal amount of
HK$100,000,000, on the terms and subject to the conditions set
out therein (“December 2017 CB"). The bonds are convertible
into a maximum of 552,486,187 ordinary shares of the Company
at the initial conversion price of HK$0.181 per conversion share
(subject to adjustments).

The issuance of convertible bonds under general mandate
was completed on 1 December 2017. The net proceeds of
approximately HK$97,500,000 are being utilised for (i) enhancing
of the Group’s e-commerce and 020 sales and consumer
services business; (ii) future development and investment
opportunities; and (iii) general working capital purpose. As at the
date of this report, the bondholder has not exercised its rights
to convert the convertible bonds into shares of the Company.
For details of the December 2017 CB, please refer to note 11
of the condensed consolidated financial statement and the
announcements of the Company dated 23 November 2017 and
1 December 2017, respectively.

CHARGES ON ASSETS

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 31 December 2017:
US$5,020,000 equivalent to approximately HK$39,156,000), which
were frozen by Silicon Valley Bank and PayPal. The Frozen Accounts
were temporarily restrained the use up as the Group was involved in a
litigation, detail of which are stated in section headed “Litigation”.

CONTINGENT LIABILITIES

Except for those detailed in section headed “Litigation”, the Group
did not have any significant contingent liabilities at the end of the
reporting period (as at 31 December 2017: Nil).
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FOREIGN CURRENCY RISK
The Group mainly generated revenue and incurred costs in Hong
Kong dollars, Renminbi, Euro and United States (“US") 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 31 March 2018, the Group has no outstanding forward
exchange contracts (as at 31 December 2017: Nil).

DISCLOSURE OF INTERESTS UNDER PART XV OF THE
SECURITIES AND FUTURES ORDINANCE (THE “SFO")
Directors and Chief Executives

As at 31 March 2018, the interests of the Directors and the chief
executives of the Company 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 of the Company as referred to in Rule 5.46 of the GEM
Listing Rules were as follows:

A.

1.

Interests in shares of the Company
No such interest was reported by the Directors.

Interests in underlying shares of the Company
(physically settled equity derivatives)

Name of director Capacity
EEpE )

Mr. Poon Man Sum Beneficial owner
BRI BEEEBA

Mr. Ai Kuiyu Beneficial owner
NEFEE EHEEBA

Details of the above share options as required to be
disclosed by the GEM Listing Rules have been disclosed in
note 12 of the condensed consolidated financial statement.

*  The percentage represents the number of underlying
shares interested divided by the number of issued shares
of the Company as at 31 March 2018.
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Save as disclosed above, as at 31 March 2018, 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 of the Company as referred to in Rule 5.46 of the GEM
Listing Rules.

Substantial Shareholders

As at 31 March 2018, 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:

(1) Ordinary shares of the Company

Name of substantial
shareholder

FERREHE

Capacity
54

Beneficial owner

EnlEAA

Great Capital (H.K.) Limited

Interest of controlled
corporation
ZEHAEER

Swift Success Enterprises Limited

Interest of controlled
corporations
G AR

Mr. XIA Boyu
BERlFELE

Beneficial owner
BEmEAEA

Beneficial owner

BERfEEA

Mr. WANG He
ERfRE

China Overseas International Beneficial owner

Development Limited EmEaA
Mr. XU Jiancong Interest of controlled
FFRER S A corporation
RESEEE R
Note:

(i)  These 198,288,000 shares of the Company were held
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.
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(1) Rl

Number of ordinary
shares interested

Percentage of
issued share capital*

BEEZCESEREE HERTREAF DL
198,288,000 7.14%
(note (1)) (B752())
198,288,000 7.14%
(note (i) (K15£())
198,288,000 7.14%
(note (i) (K15E())
69,264,000 2.49%
27,816,000 1.00%
240,112,000 8.65%
(note (i) (K77£(i)
240,112,000 8.65%
(note (i) (K17 (i)
i

(i) N2 FH7198,288,000 0% I 17 F Great Capital
(H.K.) Limited4$7% * Great Capital (H.K.) Limited
7 Swift Success Enterprises Limited & & 22 %l
K94 B - Swift Success Enterprises Limited &Il
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Limited & B 7t A 4173 A # Great Capital (H.K.)
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(ii)

These 240,112,000 shares of the Company were held
by China Overseas International Development Limited,
a corporation wholly controlled by Mr. XU Jiancong.
Accordingly, Mr. Xu was deemed to be interested in
240,112,000 shares of the Company held by China
Overseas International 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 31 March 2018.

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

Name of substantial shareholder Capacity

TERRER 54

Sense Media Group Holdings Limited Beneficial owner
BREAA

Mr. WANG He Interest of controlled

ks corporation

Excel Action Global Limited

VSTECS Holdings Limited
BEERZERERLR

SEHEEER

Beneficial owner
ExBEEA

Interest of controlled
corporations
REEEER

Mr. LI Jialin Interest of controlled

FEMEAE corporations
RIEEEER

Ms. LIU Li Interest of controlled

BFZ £ corporations
RIEEEER

Notes:

(i)

(ii)

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.

These 552,486,187 underlying shares of the Company
were held by Excel Action Global Limited, a corporation
wholly controlled by VSTECS Holdings Limited.
Accordingly, VSTECS Holdings Limited was deemed to
be interested in 552,486,187 underlying shares of the
Company held by Excel Action Global 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 31 March 2018.
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Save as disclosed above, as at 31 March 2018, 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.

DIRECTORS’ RIGHTS TO ACQUIRE SHARES

Apart from those as disclosed in the above paragraph under
“Disclosure of interest under Part XV of the Securities and Futures
Ordinance — A. Directors and Chief Executives”, 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 of the
Company 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
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.
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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 (New York 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 entered 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 Order on 30 September 2016. The
parties completed appellate submissions and the United States Court
of Appeals for the Second Circuit held oral argument concerning the
appeal on 26 October 2017 (New York time).

On 25 January 2018 (New York time), the United States Court of
Appeals for the Second Circuit issued an opinion affirming the 30
September 2016 Order. On 8 February 2018 (New York time), EPRO
EComm filed a motion for rehearing en banc with the United States
Court of Appeals for the Second Circuit to reconsider a decision
and order of a panel of the court affirming the 30 September 2016
Order. On 20 March 2018 (New York time), the United States Court
of Appeals issued the mandate and affirmed the district court's order
imposing sanctions. The Company is currently seeking legal advice
from its United State legal adviser to the above matter and will
provide further announcement as and when appropriate of any new
development.

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 31 March 2018.
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.
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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 nine months ended 31 March 2018, 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 nine months ended 31 March 2018.

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 nine months ended 31 March
2018, 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.

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 quarterly report
for the Period 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.
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DIRECTORS EE

As at the date of this report, the executive Directors are Mr. POON AR EFZERE  SITEEAENHRAEE RN EFLEL
Man Sum and Mr. Al Kuiyu; the non-executive Director is Mr. CHANG HERfTES AREA AL MBNIENTES ARG
Eric Jackson; and the independent non-executive Directors are Mr. BoEAE  PRBRELEREEELE -

FONG Fuk Wai, Mr. CHAN Ngai Fan and Mr. HUANG Zhiying.

By order of the Board AEEEMH

POON MAN SUM T

Chairman &

Hong Kong, 11 May 2018 BE ZE-N\FHA+—AH
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