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CHARACTERISTICS OF 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 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.

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 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 however
arising from or in reliance upon the whole or any part of the
contents of this report.

This report, for which the directors (the “Directors”) of Shen You
Holdings Limited (the “Company”) collectively and individually
accept full responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on GEM of the
Stock Exchange (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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Corporate Information (Continued)
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Corporate Information (Continued)
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Chairman’s Statement
T E

Dear Shareholders,

On behalf of the board of Directors (the “Board”), | am delighted
to present the annual report of the Company and its subsidiaries
(collectively, the “Group”) for the year ended 31 December 2018.

LISTING

The shares of the Company (the “Shares”) were successfully
listed on GEM of the Stock Exchange (the “Listing”) on 15
December 2017, signifying a remarkable accomplishment for the
Group. The Listing has provided the Company with a chance to
capture more business opportunities via a public platform as well
as enhance its internal corporate governance functions and image.
Further, the Listing has allowed the Company to strengthen its
internal control procedures and raise the efficiency of the Group's
day-to-day operations.

BUSINESS OVERVIEW

For the year ended 31 December 2018, the Group's revenue
decreased to approximately HK$64.5 million, representing a
decrease of approximately 13.3%, as compared to revenue of
approximately HK$74.4 million for the year ended 31 December
2017. The Group’s net loss decreased to approximately HK$10.9
million for the year ended 31 December 2018 from approximately
HK$13.2 million for the year ended 31 December 2017,
representing a significant decrease of approximately 17.7%. Such
decrease was mainly due to the combined effect of the (i) decrease
of approximately HK$18.5 million in Listing expenses; and (ii)
decrease of approximately HK$12.2 million in gross profit during
the year ended 31 December 2018 as compared to that for the
year ended 31 December 2017.
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Chairman’s Statement (Continued)

TREEE (8

PROSPECTS

While the Directors believe that the Listing strengthened the
Group's financial position and enhanced its credibility, the Group’s
business has experienced some difficulty owing to the recent
economic challenges and uncertainties resulting from the trade
protectionist measures implemented by the government of the
United States against countries such as the PRC. During this
uncertain period, the Group’'s overseas sales decreased by
approximately 20.8% while its sales to the PRC increased by
approximately 5.6% for the year ended 31 December 2018 as
compared with the year ended 31 December 2017. In light of this,
the Directors believe that it is reasonable for the Group to broaden
its reach in the PRC through setting up a Zhejiang office, which is
expected to be in full operation at the end of the year ending 31
December 2019.

The Directors are of the view that, amidst this economic
uncertainty, there remains considerable business opportunities in
the sewing threads industry in the long term. As such, the Group
currently has no plans to deviate from the expansion plans set out
in the section headed “Future Plans and Use of Proceeds” in the
prospectus of the Company dated 30 November 2017 (the
“Prospectus”) and has decided to implement such plans in a more
prudent and conservative manner. The Directors will continue to
monitor and assess the situation and make any modifications
necessary to ensure that the business plans are in the best
interests of the Company and the shareholders of the Company
(the “Shareholders”) as a whole.

APPRECIATION

| wish to take this opportunity to extend my sincere thanks to our
shareholders, business partners, customers and suppliers for their
continuous support. | would also like to express my deep gratitude
to my fellow Directors and the Group’s management team and staff
for their efforts and dedication to the Group during the past year.

Shen You Holdings Limited
Wong Kwok Wai, Albert
Chairman, chief executive officer and executive Director

Hong Kong, 26 March 2019
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Management Discussion and Analysis

B IR E & W DT

INTRODUCTION

The Group is principally engaged in the manufacturing and selling
of sewing threads. It currently manufactures polyester sewing
threads, which are mainly used for garments. The major product of
the Group is 100% spun polyester sewing threads. Other types of
sewing threads are also offered, including textured polyester
series, elastic filament sewing threads, weft yarn and nylon
threads. The Group’s customers are located in the People's
Republic of China (the “"PRC"), Hong Kong as well as overseas
countries, including United Arab Emirates (“UAE"), Mauritius,
Australia, Germany and the United Kingdom. While the Group’s
customers in the PRC and Hong Kong are mainly garment
manufacturers, its overseas customers are mainly wholesalers. The
production facilities of the Group, where the sewing threads
manufacturing process is conducted, are located in Liwan,
Guangzhou (the “Guangzhou Production Facilities”).

BUSINESS REVIEW

For the year ended 31 December 2018, the Group's revenue
decreased by approximately 13.3% as compared with that for the
year ended 31 December 2017. The gross profit margin decreased
to approximately 20.6% for the year ended 31 December 2018
from approximately 34.3% for the preceding year. The decrease
was mainly attributable to the decrease in sales to the overseas
and Hong Kong markets, which accounted for approximately 39.5%
of the Group’s total revenue for the year ended 31 December
2018.

On 15 December 2017, the Shares were successfully listed on
GEM of the Stock Exchange (the “Listing Date”) by way of share
offer (the “Share Offer”). After deducting all the relevant
commission and expenses in relation to the Listing, net proceeds
amounting to approximately HK$40.7 million have been raised from
the Listing. As at 31 December 2018, the unutilised net proceeds
from the Share Offer amounted to approximately HK$29.1 million.
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Management Discussion and Analysis (Continued)

BB wm LT ()

While the Group's business has experienced some difficulty as a
result of the unfavourable market conditions immediately after the
Listing, the Board and the senior management of the Company are
confident of the Group's steady performance given its competitive
strengths, which include: (i) the long-term business relationships

with its customers and suppliers; (ii) adoption of the stringent
quality control mechanisms in the course of sewing threads
production; (i) the strategic location of the Guangzhou Production

Facilities for its business development; and (iv) an experienced
management team with extensive industry experience. Further
details of the future prospects of the Group are set out in the
section headed “Future Plans and Prospects” in this annual report.

FINANCIAL REVIEW

Revenue

The Group's products are sold in the PRC, Hong Kong as well as
overseas. The following table sets out a breakdown of the Group’s
revenue attributable to domestic and overseas sales of the Group's
sewing threads for the two years ended 31 December 2018:

#RERE E MR ASER SN TIG RS L
e ARREFTEREREEERE 1%
BREABDSENAEENHFEE &
() BAKENEF R REES XSGR
&)V EEERIERMNBETRABRNE
SEHIHE  G)BMREHEROEMNEE
RIENREEMAE MV EBEEITERER
MEREEERK - AEARERKRENE—
THBERAFERE [ KRB RRE] —

g o

g JEI)
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AEENERENTE FEMGIMNEE - T
R AEBRBE_T—\F+_A=1t—
B 1E M8 E 3K B R AN K SE & AN S B
HEAD R W e O BRI A -

Year ended 31 December

BE+T-A=+T-HLEE

Rate of
2018 2017 change
= s = BH K
% of total % of total
HK$'000 revenue  HK$'000 revenue %
TR ERKE% TAT (GRS %
PRC ey 39,056 60.5 36,995 49.8 56
Overseas Mot g N 21,995 34.1 27,759 37.3 (20.8)
Hong Kong aE 3,459 5.4 9,617 12.9 (64.0)
64,510 100.0 74,371 100.0 (13.3)
Note:  For the two years ended 31 December 2018, the Group exported its products K : HBE-—_ZT—)N\E+-_A=+—HIMEAEE K

to countries including but not limited to UAE, Mauritius, Australia, Germany
and the United Kingdom.
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Management Discussion and Analysis (Continued)
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The following table sets out the breakdown of the revenue by
product that the Group offers for sale for the two years ended 31
December 2018:

TRESIRNE =T =
P {8 6 R 1R 7 5 18 P e £ 85 6 A 25 am P 81 0 9
Wezk BRA -

Year ended 31 December

BET-A=+—-HLEE

Rate of
2018 2017 change
—E-N\F e e SELLE
% of total % of total
HK$'000 revenue HK$'000 revenue %
FHxT HAKE% FHEIT G %
100% spun polyester 100% &im &R
sewing threads 55,764 86.4 68,369 91.9 (18.4)
Other threads et Eofth & 47 A ) 8,746 13.6 6,002 8.1 45.7
64,510 100.0 74,371 100.0 (183.3)
Note:  Other threads comprise textured polyester series, elastic filament sewing Fiat - EMBARBERKGRARY  SBHEOR

threads, weft yarn and nylon threads.

The Group's revenue decreased to approximately HK$64.5 million
for the year ended 31 December 2018 from approximately HK$74.4
million for the year ended 31 December 2017, representing a
decrease of approximately 13.3%. Such decrease was mainly due
to the decrease in sales to the overseas and Hong Kong markets,
which accounted for approximately 39.5% of the total revenue for
the year ended 31 December 2018.

Cost of sales

The Group’s cost of sales primarily consists of direct material
costs, processing fees and direct labour costs. The cost of sales
increased to approximately HK$51.2 million for the year ended 31
December 2018 from approximately HK$48.9 million for the year
ended 31 December 2017, representing an increase of
approximately 4.9%. The Group’s cost of sales increased for the
year ended 31 December 2018 mainly as a result of the increase in
processing fees and the cost of raw materials.
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I\/Ianagement Discussion and Analysis (Continued)

BIRE S LT ()

Gross profit and gross profit margin

The Group’s gross profit margin decreased to approximately 20.6 %
from 34.3% for the year ended 31 December 2017, which was a
result of the increase in processing fees and cost of raw materials.

The Group’s gross profit decreased to approximately HK$13.3
million for the year ended 31 December 2018 from approximately
HK$25.5 million for the year ended 31 December 2017,
representing a decrease of approximately 48.0%. The decrease
was mainly a result of the aforesaid decrease in revenue and
decrease in gross profit margin.

Other losses, net

The Group recorded other losses, net of approximately HK$0.3
million for the year ended 31 December 2018 as compared with
other losses, net of approximately HK$19.4 million for the year
ended 31 December 2017, representing a decrease of
approximately 98.7%. Such decrease was mainly attributable to
the increase in exchange gains and absence of listing expenses
during the year ended 31 December 2018.

Selling and distribution expenses

Selling and distribution expenses mainly consist of staff costs and
transportation expenses. Selling expenses increased to
approximately HK$7.6 million for the year ended 31 December
2018 from approximately HK$6.4 million for the year ended 31
December 2017. Such increase was mainly due to the increase in
staff cost as a result of the raise in average salary.

Administrative expenses

Administrative expenses primarily consist of staff costs, Directors’
remuneration and legal and professional fees. Administrative
expenses increased to approximately HK$16.5 million for the year
ended 31 December 2018 from approximately HK$9.8 million for
the year ended 31 December 2017, representing an increase of
approximately 67.4%. Such increase was mainly attributable to the
increase in Directors’ remuneration, office expenses and legal and
professional fees.
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Management Discussion and Analysis (Continued)

BB wm AT ()

Listing expenses

For the year ended 31 December 2018, the Group did not
recognise any non-recurring Listing expenses in the consolidated
statement of profit or loss. Alternatively, listing expenses of
approximately HK$18.5 million were recorded in the Group's
consolidated statement of profit or loss for the year ended 31
December 2017.

Finance costs

The Group's finance costs decreased to approximately HK$0.9
million for the year ended 31 December 2018 from approximately
HK$2.3 million for the year ended 31 December 2017, representing
a decrease of approximately 61.3%. Such decrease was mainly a
result of the repayment of bank loans during the year ended 31
December 2018.

Loss before income tax

As a result of the aforesaid, the Group recorded a loss before
income tax of approximately HK$12.4 million for the year ended 31
December 2018, representing a decrease of approximately 0.6%
from approximately HK$12.5 million for the year ended 31
December 2017.

Income tax credit/(expenses)

The Group recorded income tax expenses of approximately HK$0.7
million for the year ended 31 December 2017 while income tax
credit of approximately HK$1.6 million was recorded for the year
ended 31 December 2018. The Group's effective tax rate increased
from approximately negative 5.6% for the year ended 31 December
2017 to approximately 12.5% for the year ended 31 December
2018, which was a result of the absence of non-deductible Listing
expenses for the year ended 31 December 2018.

Total comprehensive loss attributable to the owners of
the parent

The total comprehensive loss attributable to the owners of the
parent increased to approximately HK$14.7 million for the year
ended 31 December 2018 from approximately HK$8.1 million for
the year ended 31 December 2017, representing an increase of
approximately 82.5%. Such increase was mainly due to the Group
having recorded other comprehensive loss of approximately
HK$3.8 million arising from exchange differences on translation of
foreign operations for the year ended 31 December 2018 as
opposed to other comprehensive income of approximately HK$5.0
million for the year ended 31 December 2017.
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56% FAZHE-_FT—N\F+_A=+—H
WEFEN125%  TEREBEEZ—N\F+=
A=+—RLEFEVESTNE EHRAX -

BRARAERABEEEHBRAE

HAREEAEBGEZEEREASEREE_Z
—+tF+=-A=1+—HIEFE#%8,100,000%
TENEEE T - N\F+_A=+—H8L1F
JE#914,700,000 %87 + #£114982.5% ° A F1E
mhErEEREzE—— ) \F+=-_A=+—H
IEFE - AEBSESREGINEFNELZE
EERE M2 M EE%3,800,000,8 7T + &L
E_E—+EFEF+-_A=1t—RHILFEEAHEHR
2T ULA L) 5,000,000 T °
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Management Discussion and Analysis (Continued)

BB wm LT ()

Basic and diluted loss per Share

The Company's basic and diluted loss per Share for the year ended
31 December 2018 was approximately HK1.36 cents (2017: HK2.16
cents), representing a decrease of approximately 37.0%, which
was mainly due to the decrease in loss attributable to the owners
of the parent and increase in the weighted average number of
shares.

Final dividend

The board did not recommend the payment of a final dividend for
the year ended 31 December 2018 (2017: Nil).

LIQUIDITY AND FINANCIAL RESOURCES

For the year ended 31 December 2018, the Group's operations
were primarily financed through its financing activities. The
Directors believe that in the long term, the Group's operations will
continue to be funded by a combination of cash generated from
the Group's operating activities and financing activities.

The Group’s cash and bank balances amounted to approximately
HK$30.9 million and approximately HK$57.9 million as at 31
December 2018 and 2017, respectively. The functional currency of
the Group is the Hong Kong dollar. As at 31 December 2018,
92.8% of the Group’s cash and bank balances were denominated
in the Group's functional currency (31 December 2017: 96.4%) and
the remaining 7.2% (31 December 2017: 3.6%) in other currencies,
mainly the Renminbi.

As at 31 December 2018 and 2017, the Group had net current
assets of approximately HK$40.4 million and approximately
HK$64.9 million, respectively, which included trade receivables,
prepayments, other receivables and other assets, inventories, cash
and cash equivalents and pledged deposits. The Group’s current
ratio remained relatively stable and slightly increased from
approximately 2.3 as at 31 December 2017 to approximately 2.4 as
at 31 December 2018. The Group’s bank borrowings decreased
from approximately HK$22.6 million as at 31 December 2017 to
approximately HK$15.2 million as at December 2018. Such
decrease was mainly due to the decrease in the Group's financing
need after its listing on 15 December 2017.
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Management Discussion and Analysis (Continued)
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GEARING RATIO

The Group’s gearing ratio is calculated based on net debt (including
interest-bearing bank borrowings, trade payables and other
payables and accruals, less cash and cash equivalents) divided by
the total equity plus net debt at the respective reporting date. The
gearing ratio was not applicable to the Group as at 31 December
2018 and 2017 as its cash and bank balances were more than its
bank borrowings. The Group believes that the cash at banks and
the bank borrowings provide adequate liquidity to satisfy the
Group's funding requirements.

COMMITMENTS

The Group's operating lease commitments were primarily related
to leases of land and buildings and office equipment. As at 31
December 2018, the Group had commitments for future minimum
lease payments under operating leases, which fall due as follows:

BEERMHLER

AEBHNEERBLEXRTIARRE B BARHE
B(BEAEBRITER  BARXSHRIAEREM
ENREREFTER ﬂﬁ’f&ﬁ@g{ﬁ%)
BRARRAEINFER 2 FMAE - R-ZF—\
ERZZB—tF+-A=+—8H BEHEWL
ENERRARE  REAERERE RIRITE
ﬁﬁ*tiﬂﬁfﬁfﬂﬁﬁk AEERRRITRS MR
TEFRERARDESERNARENEST

go

IR

AEFEMEEHERETEZET W REFUR

%AZ&%E% cHRZE—NF+=ZA=1+—

CAEBERBEEHETFHARRKERS
E%FMH%EWT

As at 31 December

Nt = H = el
2018 2017
—E-N\F ——tE
HK$'000 HK$'000
FET FAET
Within one year —FR 2,599 1,930
In the second to fifth years, inclusive FEFRLF (BEEEMT) 5,902 6,485
After five years AFE - 884
8,501 9,299
As at 31 December 2018, other than the above-mentioned RIZZE—N\F+ZA=+—0H B Lilg&8
operating lease commitments, the Group did not have any  E#&¥ESN - 25 B I 8 (] B R E AEWE (R

significant capital commitments (as at 31 December 2017: HK$6.6
million).

—T—+F+A=+—H : 6,600,000%&7T) °
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Management Discussion and Analysis (Continued)
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CAPITAL STRUCTURE

There has been no change in the capital structure since the Listing.
The share capital of the Group only comprises ordinary Shares.

As at 31 December 2018, the Company's issued share capital
amounted to HK$8.0 million, divided by 800,000,000 shares of
HK$0.01 each.

Details of changes of the Company’s share capital for the year
ended 31 December 2018 are set out in note 23 to the
consolidated financial statements of this annual report.

SIGNIFICANT INVESTMENTS

As at 31 December 2018, the Group did not hold any significant
investments (as at 31 December 2017: Nil).

MATERIAL ACQUISITIONS OR DISPOSALS OF
SUBSIDIARIES AND AFFILIATED COMPANIES

During the year ended 31 December 2018, the Group did not have
any acquisitions or disposals of subsidiaries and affiliated
companies.

FUTURE PLANS FOR MATERIAL INVESTMENTS
AND CAPITAL ASSETS

Save as those disclosed in the Prospectus, the Group currently has
no other plan for material investments and capital assets.

CONTINGENT LIABILITIES

As at 31 December 2018, the Group did not have material
contingent liabilities (as at 31 December 2017: Nil).
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Management Discussion and Analysis (Continued)
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FOREIGN EXCHANGE EXPOSURE

The Group is exposed to foreign currency risk when it enters into
transactions which are not denominated in the Group’s functional
currency. Such exposure mainly relates to the distribution and sale
of the Group's products and purchases of raw materials in the PRC.
The Group currently does not have a foreign currency hedging
policy. Yet, the Group’s management monitors foreign exchange
exposure closely and will consider hedging significant foreign
currency exposure should the need arise. The sensitivity analysis of
the Group’s exposure to foreign exchange risk and other financial
risks are set out in note 34 to the consolidated financial statements
of this annual report.

PLEDGE OF ASSETS

As at 31 December 2018 and 2017, the following assets were
pledged to banks to secure certain banking facilities granted to the
Group:

SN L B

AEERFT L ARAEINEEBFHERN R H &
HONERE - BRARR T EERN T E DK H
EXEENERNRBERMAEH - A&EH
R BINE SRR o A AREEEES
BYERINERKR - WHNAFERFLEHEKN
SN RRR o AN Sk B SN R\ e % L At < R R e
FREDMHENAFE RS FE W BRKME
34 -

BEERH

R=F N e REsee p Hy el = I
ATEECDERTRT  (ERASEMERSE
THRITREMER D

As at 31 December

W+=—A=+—8H

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
FH&T FHET

. ______________________________________________________________________
Financial asset at FVPL BAREFAEBZNESREE 4,632 =
Available-for-sale investment A HERE - 4,474
Trade receivables U ZZ ZFIE 7,355 12,593
Pledged deposits EIRF R = 9,000
11,987 26,067
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Management Discussion and Analysis (Continued)
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EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, the Group employed a total of 184
employees (as at 31 December 2017: 178), of whom 173 were
located in the PRC and 11 were located in Hong Kong. The Group's
staff costs mainly comprised wages and salaries, social insurance,
housing provident fund and severance payments. For the two years
ended 31 December 2018, the Group's total staff costs (excluding
Directors’ emoluments) amounted to approximately HK$15.2
million and HK$18.7 million, respectively. The Group offers
remuneration packages comprising basic salaries, discretionary
bonuses and allowances to its management and office staff. For
the workers at the Guangzhou Production Facilities, the Group
offers them salaries above the minimum wage, promotion
opportunities and budgets for social events such as birthday
celebrations.

The remuneration committee of the Company is responsible for
reviewing and determining the remuneration packages of the
Directors and senior management members with reference to the
salaries paid by comparable companies, time commitment and
responsibilities, employment conditions elsewhere in the Group
and the desirability of performance-based remuneration. Any
discretionary bonus and other merit payments are linked to the
profit performance of the Group and the individual performance of
the Directors and senior management members. The Company
adopted a share option scheme (the “Share Option Scheme"”) on
24 November 2017, under which the Company may grant options
to, among others, any employees (full-time or part-time) or
Directors with a view to rewarding them for their contributions to
the Group, giving incentive to them for optimising their
performance and efficiency and attracting as well as retaining those
whose future contributions are important to the long-term growth
and profitability of the Group. Since the adoption of the Share
Option Scheme and up to the date of this annual report, no share
options have been granted pursuant to the Share Option Scheme.
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Management Discussion and Analysis (Continued)
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COMPLIANCE WITH LAWS AND REGULATIONS

To the best of the Directors’ knowledge, information and belief,
having made all reasonable enquiries, the Group has in all material
respects complied with all relevant laws, rules and regulations that
have a significant impact on the Group and its operations in Hong
Kong and the PRC.

ENVIRONMENTAL POLICIES AND PERFORMANCE

In order to better integrate the concept of social responsibility into
the Group's strategy and decision-making and to further guide the
Group to develop a socially responsible practice, the Group has
established an environmental, social and governance (“ESG")
report preparation team. While preparing the report, the Group
strives to incorporate the notion of sustainable development into
its daily operations.

Meanwhile, the Group has established a systematic stakeholder
communication channel with the aim to facilitate positive
interactions with the Group's stakeholders, actively respond to
relevant litigation issues and promote quality, effective and
sustainable growth. Throughout the year ended 31 December
2018, the Group has maintained its business integrity and
dedication to environmental protection, while continuously striving
to improve quality management and employee care.

For further information in relation to the Group's ESG practices,
please refer to the Group's separate ESG report, which is expected
to be published on the websites of the Stock Exchange and the
Company within three months after the publication of this annual
report.

RELATIONSHIP WITH STAKEHOLDERS

Employees are considered to be one of the most important factors
that contribute to the productivity of the Group. Employees of the
Group are mainly provided with on-the-job training as well as
remuneration packages and allowances.

The Group also communicates closely with its customers to obtain
valuable feedback and provides them with information about the
Group’s products and trends in the sewing threads market. The
Group has maintained business relationships with its five largest
customers for a period ranging from approximately five to 20 years,
respectively. Likewise, the Group has also established stable
relationships with its suppliers. As such, the Directors believe that
the Group has developed a trustworthy and reliable reputation as
well as a strong partnership with its customers and suppliers.
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Management Discussion and Analysis (Continued)
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USE OF PROCEEDS

As disclosed in the Prospectus, the net proceeds from the Share
Offer were approximately HK$40.7 million, after deducting
commission and expenses borne by the Company in connection
with the Share Offer (the "Net Proceeds”). As at 31 December
2018, the unutilised Net Proceeds amounted to approximately
HK$29.1 million.

As at 31 December 2018, the Net Proceeds had been applied and
utilised as follows:

FRERERZE

BANBRERAMEE - NIRRT FIRGD %
EMAENBE ASE - RDBEMSHE
SFEEHY 540,700,000 T ([ FRBRIBEZREE]) ©
RIB—NFE+-A=+—8  ABHENFE
B FEE#) 29,100,000 7T °

RZZB-N\F+ZA=+—H  FEFIEFHE
EEAREBAMNT

Net Proceeds

available Utilised Unutilised
ATE A
RS RIRFE 28A RENA
HK$ million HKS$ million HK$ million
BEET AEBT AEBTT
Upgrading the Group’s machinery  F+ARAREE T2 100%
for the production of 100% R EES
spun polyester sewing threads
for industrial use 20.3 3.1 17.2
Upgrading the Group’s machinery FRAEERA100%
for the production of 100% LR AN AR A EE M B2
spun polyester sewing threads
for domestic use 7.7 2.2 H9)
Acquiring new cone winding BEMETHROHE
machines 4.1 0.5 3.6
Acquiring new machinery BEFEEREERSS
for the production of nylon threads 3.7 1.3 2.4
Setting up a sales office in EMIARTHERER
Zhejiang province 1.2 0.8 0.4
Working capital and other general AEEMZEES M HEAM
corporate purposes of the Group —RiERAR 3.7 3.7 =
40.7 11.6 29.1
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Below is an analysis comparing the future plans and use of
proceeds contained in the Prospectus from the Listing Date up to

31 December 2018:

Business strategy

E3C

BLEtTREPEREE_E—NFT+_HA=+—
B - BERERAEAR S KA EHRIERERR

ST

Implementation plan

i3 &

Actual progress as at

31 December 2018
R-B-NF+t=A=+-8
WEBRER

Upgrading the Group's machinery for

the production of 100% spun
polyester sewing threads for
industrial use

FHRARE B T2 100% Kim i
A RS

Upgrading our machinery for the

production of 100% spun polyester

sewing threads for domestic use

T AEE AR 100% &R

RS

Acquiring new machinery for the
production of nylon threads

BEFERGEERS

— Purchase eight waxing and

winding machines for the
production of 100% spun
polyester sewing threads for
industrial use

— BB\ & LEMGOK - AR4E
7E T 100% HKimiR

— Purchase two machines for the
production of 100% spun
polyester sewing threads for
domestic use

— REmAHES - ARNEERA

100% Miém AR

— Purchase five machines for the
production of nylon threads

— RELA#E  AREERER

The Group has purchased and is
operating two waxing and winding
machines for the production of
100% spun polyester sewing
threads for industrial use.

AEEDREBYEEAME LE

Mo AREETIER
100% f&émAR ©

The Group has purchased and is
operating one machine for the
production of 100% spun
polyester sewing threads for
domestic use.

AEEDEBIEFER—a#es -

AR EER A 100% M5G4R

The Group has purchased and is
operating two machines for the
production of nylon threads.

AEEDEBIEFERAMAHES -

AREERRER -
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Management Discussion and Analysis (Continued)
BEEN AT (E)

Business strategy

E3C

Setting up a sales office in Zhejiang
province

AT AR E M EER

Acquiring new cone winding machines

BENETROK

Implementation plan

Bitsta

— Lease suitable premises for the
Group's sales office

— Renovate the sales office

— Purchase office equipment

— MHAEES - RIEAEEHE
HER

— REBHEENFR

— HERARE

— Order two cone winding
machines to facilitate our
production lines for 100% spun
polyester sewing threads and
paying the balance for two cone
winding machines

— (TR AETROBMREARE

BIH100% KGR EERBEIT Y

T & 8 F AR EE RIBRERER
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Actual progress as at

31 December 2018
R-®-—N\E+=A=+-8
WERER

The Group has leased premises in
Zhejiang Province for its sales
office and the renovation has
been completed.

REBOIIEHREDEES

HIFEMER - MZEEHFE

ERETTREKLE -

The Group has ordered one cone
winding machine.

AEECTTB - am FRY%-



Management Discussion and Analysis (Continued)
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FUTURE PLANS AND PROSPECTS

The future plans and use of proceeds schedule disclosed in the
Prospectus were formulated based on the best estimation of the
market conditions after the Listing. The discrepancy between the
planned use of the Net Proceeds and the actual use mainly arose
as a result of the actual market conditions affecting the Group after
the Listing. In light of the protectionist trade measures
implemented by the United States and the recent economic
downturn, the Directors believe that by strictly adhering to the
implementation plan set out in the Prospectus, the production
capacity of the Group will be unnecessarily enhanced, while the
additional machinery may lead to a provision for impairment for
such machinery to be made in the future.

The Group places much emphasis on satisfying customers’ needs
in respect of high quality and product differentiation and thus has
been maintaining long-term business relationships with its
customers. Further, the Directors believe that there are
considerable business opportunities in the sewing threads industry
in the long term. To satisfy its customers’ potential demands and
to take advantage of the business opportunities in the sewing
threads industry, the Group will not deviate from the expansion
plans set out in the section headed “Future Plans and Use of
Proceeds” in the Prospectus. The Directors intend for the
expansion plans to be implemented in a prudent and conservative
manner with consideration of the market conditions at the time.

The Directors will continue to carefully monitor and assess the
situation and, if the expansion plans no longer become feasible for
the operation of the Group, the plans may be evaluated and
modified so as to ensure that the Group's business strategies are
in the best interests of the Company and the Shareholders as a
whole.

RRFEREE

HBIRE R EE A R R 8 R PSSR MR
IR ARIE LT R E T ISR A R E G T 5
E o EAMERIEFEN S RERERZH
MERTERAN LMRZEAKENERS
e BEREEERNE HRELTREEIOS
MEEBERER  EFRA - BRETHEREREMN
HHEMRTE T L EMENANRENE
Bt - MERIMIM RS ] REE B R AN R B ZA $ 7%
EHES LR E R o

AEESEZERNmEEPHEEMNSCER
MFER  EMEEFRFRENEBHERE - 5
Sh BEMRE  BARTEREMSNAKRE
MK - SmREFPNEEENR - RIEEEA
RITENEBEE  AREB TS RERRE
B[RRI MPASFRIAERE ] —EIFEME
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Biographical Details of Directors and Senior Management

=
B

HE LS REEENEEY

EXECUTIVE DIRECTORS

Mr. Wong Kwok Wai, Albert (= B &), aged 59, was appointed
as a Director and the chairman of the Board on 18 August 2016 and
re-designated as an executive Director on 23 June 2017. He is also
the chief executive officer, the chairman of the nomination
committee of the Company, one of the Group’s controlling
shareholders, as well as a director of each of the Group’s
subsidiaries. Mr. Wong is primarily responsible for the
management and overall strategic planning and development of the
Group. Mr. Wong has over 30 years of experience in accounting
and assurances.

Mr. Wong has been an honorary life member of the Hong Kong
Institute of Accredited Accounting Technicians Limited since June
1999 and was its president during the period from May 1995 to
June 1998. Mr. Wong obtained his higher diploma in accountancy
from the Hong Kong Polytechnic (now known as the Hong Kong
Polytechnic University) in November 1982. Mr. Wong was admitted
as a fellow of the Hong Kong Institute of Certified Public
Accountants and as an associate of the Institute of Chartered
Accountants in England and Wales in November 1992 and February
2008, respectively.

Mr. Wong did not hold other directorship in any other listed or
public companies, of which the securities are listed on any
securities market in Hong Kong or overseas in the three preceding
years.
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Biographical Details of Directors and Senior Management (Continued)
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Mr. Yu Miaogen (81 % R), aged 57, was appointed as an
executive Director on 26 June 2018 and has extensive experience
in the finance industry. Mr. Yu obtained an executive master’'s
degree in business administration from China Europe International
Business School and served as a business manager as well as a
general manager and a direotor of Shanghai International Trust Co.,
Ltd.* (/BB AR A A]) from 1983 to 1991 and from 1992
to 2006, respectively. From November 2006 to September 2011,
Mr. Yu served as a chief executive officer and a chairman of Huaan
Funds Management Co., Ltd.* (2 & &£ & EE B R 2 7). From
September 2011 to July 2012, Mr. Yu served as a general manager
of each of Shanghai Realharmany Equity Investment Management
Co,Ltd* (LB & I # & & B B & R 2 7)), Shanghai
Reallharmany Venture Investment Center (Limited Partnership)* (=
BIHEBIEREFRL(BRA ) and Shanghai Xinxin Investment
Co., Ltd.* (LB ZBIE IR EFR A R]). Since July 2012, Mr. Yu
has served as a chief executive officer and a chairman of Fullway
Financial Services (Shanghai) Co., Ltd* (& #[E @B < &8 R ( E8)
BFRA7]) and since April 2013, Mr. Yu has served as a chairman of
Shanghai Fullway Finance Leasing Co., Ltd* ( F /& ZEREHEK
MBRAR])

Mr. Yu did not hold other directorship in any other listed or public
companies, of which the securities are listed on any securities
market in Hong Kong or overseas in the three preceding years.

* English translations of Chinese names herein are for identification purposes
only. Shall there be any inconsistencies, the Chinese name prevails.
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Biographical Details of Directors and Senior Management (Continued)
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NON-EXECUTIVE DIRECTORS

Mr. Gao Biao (%), aged 28, was appointed as a non-executive
Director on 26 June 2018. He obtained his bachelor’'s degree in
transportation management from the Xiamen University in China
and a bachelor’s degree in economics from The University of
Sheffield in England both in 2012. In November 2014, Mr. Gao
obtained his first master’s degree in east Asian business from The
University of Sheffield in England. Mr. Gao later obtained his
second master’s degree in December 2015 in international shipping
and finance from the University of Reading in England. Mr. Gao
passed two fund practitioner qualification examinations* (&t
ABEHKZH) of the Asset Management Association of China*
(FERBHEEESEBE), namely, (i) the examination on
fundamental knowledge in private equity funds* (FLEREIEIE EE S

maEEH), and (i) examination on fundamental knowledge in
investment funds* (BEHREE S EMANHEH) in September 2017
and has obtained the Chartered Financial Analyst Level 1
qualification. Further, Mr. Gao also obtained a certificate in marine
claims in July 2015 from Lloyd’s Maritime Academy. Mr. Gao has
been a project manager of Shanghai Ruili Investment Management
Center (Limited Partnership)* (BRI ERREEF LNBRE
%)) since 2017, responsible for rlsk analysis, fund structure analysis
and fund project management.

Mr. Gao did not hold other directorship in any other listed or public
companies, of which the securities are listed on any securities
market in Hong Kong or overseas in the three preceding years.

* English translations of Chinese names herein are for identification purposes
only. Shall there be any inconsistencies, the Chinese name prevails.
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Biographical Details of Directors and Senior Management (Continued)

SR EIE MR

Shi Guixiang (A #%), aged 53, was appointed as a non-executive
Director on 24 August 2018. He has been accredited as an
economist by the Shenzhen City Job Title Reform Leadership Unit*
ORISR 2B /M) and graduated from Nanking University
with a bachelor’'s degree in economics in July 1985 and Lingnan
(University) College of Sun Yat-Sen University with an executive
master’'s degree in business administration in June 2010,
respectively. Mr. Shi also has extensive experience in the finance
industry as he served as a business manager of Shenzhen Union
Textile Group Limited* (7 JI1 2 B 47 4% 5 B B BR 22 =]) from July
1985 to February 1990 and Shenzhen Development Bank from
February 1990 to June 1992, respectively. He also served in various
positions in Hengtong Group* (12 #® % [E) from June 1992 to
December 1999. Mr. Shi acted as the managing director of
Shenzhen Tianwei Industrial Company Limited* (FIIKETE XA R
A A)) from January 2000 to June 2003, and general manager of
China Railway Real Estate (Beijing) Company Limited* (P& % (3t
) AR AF]) from August 2003 to March 2005. From May 2005 to
June 2010, Mr. Shi was the managing director of Guangzhou
Fengshen Auto and Real Estate Development Company Limited*
(EME S THEEHEFI S A F)). Mr. Shi then served as a director
at Shanghai Molyneux Nutrition Health Food Company Limited* (
BES 1B % E R MmAR A A, Shanghai Zaiziyuan Agricultural
Development Company Limited* ( /8B EREEZERABR A R)
from September 2012 to January 2015 and from February 2015 to
July 2018, respectively. Since April 2016, Mr. Shi has been a
director of Jetway Information Security Industry Company Limited*
mEEELREEROBRIA]).

Mr. Shi did not hold other directorship in any other listed or public
companies, of which the securities are listed on any securities
market in Hong Kong or overseas in the three preceding years.

* English translations of Chinese names herein are for identification purposes
only. Shall there be any inconsistencies, the Chinese name prevails.
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Biographical Details of Directors and Senior Management (Continued)
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INDEPENDENT NON-EXECUTIVE DIRECTORS

Dr. Yeung Ngai Man, John (#3#), aged 53, was appointed as
an independent non-executive Director on 24 November 2017. Mr.
Yeung is also the chairman of the remuneration committee and a
member of the audit committee of the Group. Dr. Yeung graduated
from the University of Edinburgh in July 1988 with a bachelor’s
degree in medicine and a bachelor’'s degree in surgery. Dr. Yeung
also obtained a diploma in geriatric medicine from the Royal
College of Physicians of London, a diploma in Child Health from the
Royal Colleges of Physicians & Surgeons of Ireland, a diploma in
genitourinary medicine from the Society of Apothecaries of London
in July 1993, September 1993 and December 1999, respectively.
Dr. Yeung was elected to the membership of the Royal College of
Physicians of the United Kingdom as well as the Hong Kong
College of Physicians in July 1992 and January 1996, respectively.
Dr. Yeung commenced his own medical practice in July 2005. Prior
to this, he served as a medical officer at Hong Kong Sanatorium &
Hospital during the period from November 1993 to June 2005. To
enhance his skills in business management, he obtained a diploma
marketing from the Chartered Institute of Marketing in June 1990
and received a master’'s degree in business and administration
from Warwick Business School in September 1990.

Dr. Yeung did not hold other directorship in any other listed or
public companies, of which the securities are listed on any
securities market in Hong Kong or overseas in the three preceding
years.
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Biographical Details of Directors and Senior Management (Continued)

SR EIE MR

Mr. Sung Alfred Lee Ming (R¥ ), aged 61, was appointed as
an independent non-executive director on 24 November 2017. Mr.
Sung is also the chairman of the audit committee, a member of
each of the remuneration committee and the nomination
committee of the Group. Mr. Sung has over 30 years of experience
in accounting and assurances. Mr. Sung graduated from La Trobe
University in Australia in March 1984 with a bachelor’'s degree in
economics. Mr. Sung was admitted as a fellow of the Taxation
Institute of Australia and a member and fellow of the Hong Kong
Institute of Certified Public Accountants in November 1987,
December 1987 and February 1995, respectively. He was also
admitted as an associate of CPA Australia and Chartered
Accountants Australia and New Zealand in March 1986 and April
1989, respectively. Mr. Sung has been the sole proprietor of Alfred
Sung & Co. since 1999 and he is primarily responsible for
overseeing audit and taxation works. Currently, Mr. Sung serves as
an executive director of Modern Living Investments Holdings
Limited (stock code: 8426), a company listed on GEM. From April
2012 to October 2014, Mr. Sung served as an independent non-
executive director of TC Orient Lighting Holdings Limited (stock
code: 515), a company listed on the Main Board of the Stock
Exchange.

Save as disclosed above, Mr. Sung did not hold other directorship
in any other listed or public companies, of which the securities are
listed on any securities market in Hong Kong or overseas in the
three preceding years.
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Biographical Details of Directors and Senior Management (Continued)

HE LSRG R ENEEY

Mr. Zhang Guofu (EEE), aged 61, was appointed as an
independent non-executive Director on 24 September 2018. Mr.
Zhang is also a member of the audit committee, remuneration
committee and the nomination committee of the Group. He
graduated from the Shanghai University of Finance & Economics in
January 1983 with a bachelor’'s degree in economics and obtained
a master’s degree and doctorate degree in economics from the
Shanghai University of Finance & Economics in January 1988 and
January 1998, respectively. From January 1988 to September
1998, Mr. Zhang served in various teaching positions at the
Shanghai University of Finance & Economics. From October 1998
to October 2000, Mr. Zhang served as the deputy section chief of
the finance department of Shanghai Huahong (Group) Co., Ltd* (=
YBEEYT (£ @) AR A R]) and was a general manager of Shanghai
Xinhong Investment Management Co., Ltd* (/B {ZH R EERH
R~ a]) from October 2000 to June 2004. Mr. Zhang was an
inspector general of Huaan Funds Management Co., Ltd.* (FEZLHE
£ ERAR AT from July 2004 to August 2012 and a deputy
general manager of the same from September 2012.

Mr. Zhang did not hold other directorship in any other listed or
public companies, of which the securities are listed on any
securities market in Hong Kong or overseas in the three preceding
years.

X English translations of Chinese names herein are for identification purposes
only. Shall there be any inconsistencies, the Chinese name prevails.
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Biographical Details of Directors and Senior Management (Continued)
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SENIOR MANAGEMENT

Mr. She Siu Ming (52 2 B8), aged 60, is the director and deputy
general manager of Guangzhou Xinhua Thread Co., Ltd., an indirect
wholly-owned subsidiary of the Company (“Guangzhou Xinhua").
Mr. She is primarily responsible for the management of business
operations of Guangzhou Xinhua as well as the internal control of
the Group. Mr. She joined the Group in March 2002. Mr. She
graduated from the Chinese University of Hong Kong in December
1983 with a bachelor’s degree in business administration. Mr. She
was admitted as a fellow of the Hong Kong Institute of Certified
Public Accountants (formerly known as Hong Kong Society of
Accountants) in February 1997.

Ms. Liu Jinghui (2] & £), aged 45, is the financial controller of
Guangzhou Xinhua. Ms. Liu is primarily responsible for the financial
control of Guangzhou Xinhua. Ms. Liu joined the Group in August
1994. Ms. Liu received her associate degree in polymer chemical
engineering from the South China University of Technology (£ &
BT KE) in the PRC in July 1994. She also obtained qualifications
as a registered tax adviser from the Department of Personnel of
the Guangdong Province (EE % A%EE) in October 2004.

Mr. Lui Hak Kong ( & 52 [l ), aged 54, is the production manager of
Guangzhou Xinhua. Mr. Lui is primarily responsible for the
production management as well as quality control of Guangzhou
Xinhua. Mr. Lui joined the Group in June 1996. Prior to joining the
Group, Mr. Lui worked for Dik Sun Dyeing Factory Ltd. as a person-
in-charge for its laboratory and quality control from June 1990 to
April 1996. From June 1983 to March 1990, Mr. Lui worked as a
merchandiser and site leader of Fang Brothers Knitting Limited,
which was a knitting company.

Mr. Wong Pak Yip (2 B #), aged 52, is the sales manager of
Guangzhou Xinhua. Mr. Wong is primarily responsible for the sales
and marketing of the Group. Mr. Wong joined the Group in July
1990. Mr. Wong completed a post-secondary five course at Sha Tin
Technical Institute (now known as Hong Kong Institute of
Vocational Education (Sha Tin)), majoring in retail supervision, in
July 1997. Prior to joining the Group, Mr. Wong worked for Unimix
Limited, a garment manufacturing and trading company, as a sales
assistant from August 1988 to May 1990. From August 1986 to
July 1988, Mr. Wong worked for Sun Hop Kee Garment Factory, a
garment production company, as a merchandiser.
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Biographical Details of Directors and Senior Management (Continued)

HE LSRG R ENEEY

None of the members of the senior management of the Group has
been a director of any listed or public companies, of which the
securities are listed on any securities market in Hong Kong or
overseas in the three preceding years.

COMPANY SECRETARY

Mr. Chan Yiu Tung, Enoch (PR3 ), aged 52, was appointed as
the company secretary and compliance officer of the Company on
18 August 2016 and 23 June 2017, respectively. Mr. Chan obtained
his bachelor’s degree of art in accountancy from City University of
Hong Kong in November 1992 and was admitted as a member of
the Hong Kong Institute of Certified Public Accountants in February
1997 and a fellow of the Association of Chartered Certified
Accountants in April 2001. From June 2006 to December 2011, Mr.
Chan served as an executive director of the tax department of
Ernst & Young, an international accounting firm. Further, Mr. Chan
served as a partner in the tax department of the Guangzhou Branch
of Grant Thornton, an international accounting firm, from October
2012 to October 2015 where he was primarily responsible for
developing the tax practice in Guangzhou. Mr. Chan has also been
serving as an independent director of Natural Health Trends Corp.
(Stock Code: NHTC), an international direct-selling and e-commerce
company listed on the NASDAQ Stock Market LLC, since
December 2015 and is responsible for supervising and providing
independent advice to the board of this Company.
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Corporate Governance Report
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CORPORATE GOVERNANCE PRACTICES

The Board believes that cultivating and maintaining a culture
focused on good corporate governance is essential to effect strong
business growth and continue the efficient management of the
Company. The Directors are of the view that strong corporate
governance practices can safeguard the interests of and ensure
accountability to the Shareholders as a whole.

The corporate governance code (the “CG Code"”) as set out in
Appendix 15 to the GEM Listing Rules has been adopted by the
Board. Nevertheless, the Directors of the Company are committed
to regularly reviewing its corporate governance practices to ensure
conformity with the standard set out in the CG Code, as well as
meeting the rising expectation of the Shareholders and other
stakeholders of the Company.

Except for the deviation from code provision A.2.1 of the CG Code,
details of which are set out in the section headed “Chairman and
Chief Executive Officer” in this corporate governance report, the
Board is of the view that the Company has complied with the code
provisions for the year ended 31 December 2018.

MODEL CODE FOR DIRECTORS’ SECURITIES
TRANSACTIONS

The Company has adopted the standard of dealings regarding
securities transactions by the Directors equivalent to the required
standard of dealings as set out in rules 5.48 to 5.67 of the GEM
Listing Rules. The Directors have all confirmed, having been made
specific enquiry by the Company, that they have complied with the
required standard of dealings and the required standard concerning
securities transactions by the Directors during the year ended 31
December 2018.
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BOARD OF DIRECTORS
Composition of the Board
The Board currently comprises:

Executive Directors
HITES
Mr. Wong Kwok Wai, Albert
(Chairman and chief executive officer)

BRERE (TERITTEE)

Mr. Lee Wing Hong
KRS A

Mr. Yu Miaogen
PR L L

Non-executive Directors
FHITES

Mr. Ng Chan Lam
MM E

Mr. Gao Biao

Skt

Mr. Shi Guixiang
BHEELE

Independent non-executive Directors
BIUkHITES

Mr. To King Yan, Adam

HECEE

Dr. Yeung Ngai Man, John

(e

Mr. Sung Alfred Lee Ming

RIERAEE

Mr. Zhang Guofu

BEEESE

The biographical details of the Directors are set out in the section
headed "“Biographical Details of Directors and Senior

Management” of this annual report.

Except as disclosed in the section headed “Biographical Details of
, there has been no financial,
business, family or other material relationship among the Directors.

Directors and Senior Management”

Exg
Exemdam

EEeRREE

(appointed as a Director on 18 August 2016 and re-designated as
an executive Director on 23 June 2017)

(RZFE-—ANENATNAEZEREFR
REZE—FFENAZF=ZHFHFRTESE)

(resigned as a Director on 14 September 2018)

(RZBE—NFAHTHEFTESE)

(appointed as a Director on 26 June 2018)

(RZE-—NENAZFANAEZFRESE)

(resigned as a Director on 24 August 2018)
(R=F—-NFNA=-FHAFITESE)
(appointed as a Director on 26 June 2018)
(RZFE—NENAZFANAEZFRESE)
(appointed as a Director on 24 August 2018)
(R=ZF—NGFENA+HAEZITREE)

(resigned as a Director on 14 September 2018)
(R=ZFE-NENATHAFTFESE)

(appointed as a Director on 24 November 2017)
(R=FE—+F+— A=W EZFRESE)
(appointed as a Director on 24 November 2017)
(RZFB—tF+—HZ AL HERESE)
(appointed as a Director on 14 September 2018)
(RZB-—NFAATHEEZLIREE)

EEREHBUNAFERE [ EFRBAE
BB — 8 -

RIEEMEREEBNEESB] &K
BEI EEZRABMENS X5 SERHE
B AR -
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Corporate Governance Report (Continued)

TERERRE (B)

Each of the independent non-executive Directors has provided a
written confirmation of his independence and the Company regards
them as independent pursuant to rule 5.09 of the GEM Listing
Rules.

The Board will hold regular board meetings at least four times a
year at approximately quarterly intervals. Such meetings are
expected to involve active participation, either in person or through
electronic means of communication, of a majority of the Directors
entitled to be present.

Below is the attendance record of each Director at the Board
meetings held during the year ended 31 December 2018:

BEBINTEEDIREEABLIERER
£ . RAATIREGEM iR AIE5.09 &8
HIBABYIFHITES -

ExeKEBFEAREIORES
FE—R - BEIARRLE 2 KEB7
RO EBEFRANA2EEAR

o

A e
S@E A
B
7
2

£ R °

EEEE
i

ATREE—FE-—N\F+_A=+—HLFE
BEREFHEEFSEHMTHE

Attendance/

number of

meetings held

Name of Directors EEHS HERE, EFBRE

. ___________________________________________________________________

Mr. Wong Kwok Wai, Albert ERELE 4/4
Mr. Lee Wing Hong KRS AE 3/3
Mr. Yu Miaogen B IRSo & 2/2
Mr. Ng Chan Lam R A 3/3
Mr. Gao Biao Sy 2/2
Mr. Shi Guixiang AEFELEE 0/1
Mr. To King Yan, Adam HECEE 3/3
Dr. Yeung Ngai Man, John BRHEE 4/4
Mr. Sung Alfred Lee Ming RIBAASE A4 4/4
Mr. Zhang Guofu EEELE 0/1
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Below is the attendance record of each Director at the annual U TNASZEER-_E— N\ERA+—HET
general meeting of the Company held on 11 May 2018: BN IR EIAE XS EERREE -
Attendance/
number of
meetings held
Name of Directors EEHS HERE 2FBXE
. ________________________________________________________________
Mr. Wong Kwok Wai, Albert HEE LA 11
Mr. Lee Wing Hong KRR AE 1/
Mr. Yu Miaogen B IRSo & 0/0
Mr. Ng Chan Lam MBS E ”n
Mr. Gao Biao =REE 0/0
Mr. Shi Guixiang AEFLEAE 0/0
Mr. To King Yan, Adam HECEE A
Dr. Yeung Ngai Man, John HRBEE 1/
Mr. Sung Alfred Lee Ming RIZRBE A 1/1
Mr. Zhang Guofu EHELE 0/0

RESPONSIBILITIES OF THE BOARD

The Board is primarily responsible for the overall management and
strategic planning and development of the Group, which may
involve convening general meetings and reporting the Board's work
at a shareholders’ meeting, determining business and investment
plans, preparing annual financial budgets and final reports and
formulating proposals for profit distributions. Day-to-day
management is alternatively delegated to the executive Directors
and senior management. The functions delegated to senior
management are regularly reviewed by the Board to ensure that
they are appropriately aligned with the Group's needs.

During the year ended 31 December 2018, the Company had three
independent non-executive Directors and was at all times in
compliance with the requirements of the GEM Listing Rules, which
specifies that the independent non-executive Directors must
represent at least one third of the Board members with at least one
of them possessing appropriate professional qualifications or
accounting or related financial management expertise.

The Company has arranged appropriate insurance policies to cover
the Directors’ risk exposure/liabilities with respect to any legal
actions against the Directors arising from corporate activities of the
Company. Such insurance coverage was reviewed by the Board
and shall continue to be reviewed annually.
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Corporate Governance Report (Continued)

TERER®RE (B)

CORPORATE GOVERNANCE FUNCTIONS

During the year ended 31 December 2018, no committee for
corporate governance was established and the Board is thus
responsible for performing the corporate governance functions
outlined in code provision D.3.1 of the CG Code.

The Directors may hold Board meetings when necessary and
include any relevant matters for discussion in the agenda as they
see fit. A minimum of 14 days' notice of such Board meetings is
given to all Directors. A draft agenda for each Board meeting
typically accompanies the notice to give the Directors an
opportunity to raise any other relevant issues for discussion in the
meeting. Board papers and related materials to the meeting are
circulated to each Director before each meeting for their perusal to
ensure that they can make an informed decision to discharge their
duty as a Director.

Draft minutes are also circulated to the Directors for their comment
and review after each Board meeting is held, and the minutes of
the Board and the Company’'s committees are kept by the
company secretary of the Company. Each Board member and
Director has access to the advice and service of the company
secretary of the Company in order to comply with relevant
procedures and applicable rules and regulations.
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Corporate Governance Report (Continued)

TEERRE (B)

CHAIRMAN AND CHIEF EXECUTIVE OFFICER

The Directors recognise the importance of incorporating elements
of good corporate governance in management structures and internal
control procedures in order to achieve effective accountability.

During the year ended 31 December 2018, the Group has complied
with the CG Code as set out in Appendix 15 to the GEM Listing
Rules, except for the deviation from the code provision A.2.1 of the
CG Code, which stipulates that the roles of chairman and chief
executive officer should be separate and should not be performed
by the same individual.

Mr. Wong, who is the chairman of the Board as well as the chief
executive officer of the Company, has been involved in the daily
operations and management of the Group since 2008. The
Directors consider that vesting the roles of the chairman of the
Board and the chief executive officer of the Company in Mr. Wong
will ensure strong and consistent leadership, facilitate the Group's
business strategies and boost the effectiveness of the Company’s
operation. The Board will continue to review this arrangement and
consider splitting the roles of the chairman of the Board and the
chief executive officer of the Company when such role splitting is
beneficial to the Group as a whole.

APPOINTMENT AND RE-ELECTION OF DIRECTORS

The articles of association of the Company (the “Articles”) state
that at each annual general meeting (the “AGM"), one third of the
Directors for the time being shall retire from office by rotation
provided that every Director shall be subject to retirement by
rotation at least once every three years. A Director retiring by
rotation shall be eligible for re-election.

While each of the non-executive Directors and the independent
non-executive Directors has entered into a letter of appointment
with the Company to act as a non-executive Director or
independent non-executive Director for a fixed term of three years,
the non-executive Directors and independent non-executive
Directors appointed are also subject to retirement by rotation and
re-election according to the Articles. Independent non-executive
Directors are required to notify the Company as soon as practicable
if there is any change that may affect their independence and each
of them must provide a written confirmation of his independence
every year.
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Corporate Governance Report (Continued)

TERERRE (B)

CONTINUOUS PROFESSIONAL DEVELOPMENT

To ensure that the Directors’ contribution to the Board remains
relevant and informed, the Directors are to participate in continuous
professional development through which their knowledge and skills
can be refreshed and strengthened. As part of the Directors’
continuous professional development programme, newly appointed
Directors are to receive a comprehensive, formal and tailored
induction upon their appointment as a Director while existing
Directors receive additional training when appropriate to ensure
that they are aware of and are able to comply with the obligations
pursuant to the GEM Listing Rules and any other statutory
requirements. The company secretary of the Company is
responsible for maintaining and updating records for the Directors’
training sessions.

During the year ended 31 December 2018, all the Directors,
namely, Mr. Wong Kwok Wai, Albert, Mr. Lee Wing Hong, Mr. Yu
Miaogen, Mr. Ng Chan Lam, Mr. Gao Biao, Mr. Shi Guixiang, Mr.
To King Yan, Adam, Dr. Yeung Ngai Man, John, Mr. Sung Alfred
Lee Ming and Mr. Zhang Guofu, participated in a training session
and each Director was provided with relevant guidance materials
with respect to the laws applicable to Directors, the roles and
responsibilities of Directors and the Directors’ duty to disclose their
interest.

BOARD COMMITTEES

The Board established the audit committee (the "Audit
Committee”), the remuneration committee (the “Remuneration
Committee"”) and the nomination committee (the “Nomination
Committee”) on 24 November 2017 in order to oversee particular
functions of the Company. These committees of the Board have
been established with written terms of reference that clearly
outline their authorities, powers and duties. These terms of
reference can be found on the websites of the Stock Exchange and
the Company.
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TEERRE (B)

AUDIT COMMITTEE

The Audit Committee was established pursuant to rules 5.28 to
5.33 of the GEM Listing Rules and code provision C.3.3 of the CG
Code. The Audit Committee is mainly responsible for reviewing
financial information, monitoring the Company’s financial reporting
system and internal control procedures and maintaining the
relationship with the Company's auditors.

The Audit Committee consists of three independent non-executive
Directors, namely, Mr. Sung Alfred Lee Ming (the chairman), Mr.
Yeung Ngai Man, John and Mr. Zhang Guofu. No member of the
current Audit Committee is a member of the previous independent
auditor of the Company. The Audit Committee has reviewed this
annual report as well as the consolidated results of the Group for
the year ended 31 December 2018.

The current terms of reference state that the Audit Committee
shall have at least four meetings annually. The Audit Committee
held a meeting on 26 March 2019 to (i) review and approve the
annual financial results in respect of the year ended 31 December
2018; (ii) discuss and consider issues significant to financial
reporting, controls on operations and compliance, the effectiveness
of the risk management and internal control systems; and (iii)
review the appointment of the auditor and its relevant scope of
work.

During the year ended 31 December 2018, the Audit Committee
held four meetings, where the Audit Committee reviewed and
discussed, amongst other matters, (i) the Group’s consolidated
results for the year ended 31 December 2017; (ii) the Group's
consolidated results for the three months ended 31 March 2018;
(iii) the Group's consolidated results for the six months ended 30
June 2018; (iv) the Group's consolidated results for the nine
months ended 30 September 2018; and (v) the financial reporting
system and internal control procedures of the Group.

Below is the attendance record of each member of the Audit
Committee during the year ended 31 December 2018:
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Attendance/

number of

meetings held

Name of Directors EEHR HERE,EERE
Mr. Sung Alfred Lee Ming (chairman) RIBEASE A (F/F) 4/4
Mr. To King Yan, Adam HECEE 3/3
Dr. Yeung Ngai Man, John BRHEE 4/4
Mr. Zhang Guofu EEELAE 0/1
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tEERRE (E)

REMUNERATION COMMITTEE

The Remuneration Committee currently consists of three
independent non-executive Directors, namely, Dr. Yeung Ngai Man,
John (the chairman), Mr. Sung Alfred Lee Ming and Mr. Zhang
Guofu.

The Remuneration Committee is primarily responsible for making
regular recommendations to the Board on the Company’s policy
and structure for the remuneration of all Directors and senior
management of the Company and on the establishment of a formal
and transparent procedure for developing the remuneration policy.

The current terms of reference state that the remuneration
Committee shall have at least one meeting annually. During the
year ended 31 December 2018, the Remuneration Committee held
one meeting, where they reviewed the remuneration packages for
all Directors and senior management of the Company and made
recommendations to the Board.

Below is the attendance record of each member of the
Remuneration Committee during the year ended 31 December
2018:
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Attendance/
number of
meetings held
Name of Directors EEHE HERE,EERE
Dr. Yeung Ngai Man, John (chairman) BREEBE(FE) 1/1
Mr. Sung Alfred Lee Ming RIZRFSE A 1/
Mr. To King Yan, Adam MECEE 1/1
Mr. Zhang Guofu EEELEE 0/0

Details regarding emoluments of the Directors for the year ended
31 December 2018 are outlined in note 8 to the consolidated
financial statements of this annual report.

During the year ended 31 December 2018, the number of senior
management members whose remuneration fell within the
following band is as follows:

EREENEBE—_T—\F+-_A=+—HBL
FEMSHOFE  BUARAFERSHEEUH
WRMIFES ©

BE_Z-/\F+-_A=+—HILFE Bz
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Number of
individuals
Remuneration band & E A
.
Nil to HK$1,000,000 Z % 1,000,000 % 7T 4

HEZERERATF /2018 FEHRE



40

Corporate Governance Report (Continued)

/\—/-r \

oy E/D#&d:(nﬁ)

(=S

NOMINATION COMMITTEE

The Nomination Committee currently consists of one executive
Director, namely, Mr. Wong Kwok Wai, Albert (the chairman) and
two independent non-executive Directors, namely, Mr. Sung Alfred
Lee Ming and Mr. Zhang Guofu.

The Nomination Committee is mainly responsible for regularly
reviewing the structure of the Board and making recommendations
to the Board regarding any proposed change to the structure of the
Board. Following the establishment of the Nomination Committee,
the Company has adopted a board diversity policy in order to
achieve diversity on the Board. As such, Board members are
selected based on a range of diverse perspectives, including but
not limited to, gender, age, cultural and educational background,
professional experience, skills, knowledge and length of service.

The current terms of reference state that the Nomination
Committee shall have at least one meeting annually. During the
year ended 31 December 2018, the Nomination Committee held
one meeting, where they assessed the independence of the
independent non-executive Directors and recommended to the
Board for the re-appointment of all the retiring Directors at the
annual general meeting.
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Below is the attendance record of each member of the Nomination L/{T,t'g,%ti_ - N\F+_A=+—HIFE
Committee during the year ended 31 December 2018: IEZLEeRKEYFEeEM6

Attendance/

number of
meetings held

Name of Directors EEHS HERE, EERE
Mr. Wong Kwok Wai, Albert (chairman) BREEE(EE) /1
Mr. Sung Alfred Lee Ming RIS A 1/1
Mr. To King Yan, Adam HECEE 1/1
Mr. Zhang Guofu ERELE 0/0
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TERERRE (B)

ACCOUNTABILITY AND AUDIT
Financial reporting

The Directors understand and recognise their responsibility to (i)
prepare the consolidated financial statements of the Group; and (ii)
ensure that such financial statements are prepared to give a true
and accurate view of the state of affairs, results and cash flows of
the Group in accordance with the Hong Kong Financial Reporting
Standards issued by the Hong Kong Institute of Certified Public
Accountants, the disclosure requirements of the Hong Kong
Companies Ordinance as well as any internal standards deemed
appropriate and necessary by the Directors in order to prepare the
Group's consolidated financial statements. Further, the Directors
also strive to offer a fair and comprehensive assessment of the
Group’s financial position and prospects and ensure timely
publication of the financial statements of the Group. The Directors
confirm that as at 31 December 2018, to the best of their
knowledge, information and belief, having made all reasonable
enquiries, they were not aware of any material uncertainties
relating to events or conditions that may cast significant doubt
upon the Company’s ability to continue as a going concern.

The responsibility of the independent auditor of the Company is to
form its independent opinion based on its audit on those
consolidated financial statements prepared by the Board, and to
report its opinion to the Shareholders. Further details of their
reporting responsibility are set out in the independent auditor’s
report of this annual report.
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RISK MANAGEMENT AND INTERNAL CONTROL

The Board recognises its responsibility to ensure the effectiveness
of the Group’s risk management and internal control systems. As
such, the Directors are committed to reviewing such systems
regularly. The Board, the Company’s internal audit division and the
Audit Committee conducted a review of the Group’s risk
management and internal control systems during the year ended
31 December 2018 and were satisfied with their adequacy and
effectiveness. Similarly, the Board also examined the Group's
internal control systems in terms of financial, operational,
compliance, procedural and risk management functions and were
generally satisfied with the effectiveness of the current systems in
place.

The Directors understand that the enforcement of risk
management and internal control systems is essential to the
Group's ability to manage and minimise risks that may affect the
Group's efficiency and effectiveness, or inhibit it from achieving
the business objectives.

In relation to the undertakings provided by the controlling
Shareholders in respect of the deed of non-competition, the details
of which are outlined in the Prospectus, the independent non-
executive Directors confirm that they have reviewed the
enforcement of such undertakings and conclude that there are no
outstanding issues regarding the undertakings that need to be
raised with the Shareholders and the Company.

AUDITOR’S REMUNERATION

For the year ended 31 December 2018, the fees paid or payable to
the Company’s independent external auditor, Ernst & Young, for
the audit services and non-audit services for the Group are
approximately as follows:

Type of service RIS EE R

TR B 3R 2 P9 P 42

EE AR EERANKE R ETE N A B S
RGBRMENEE - lﬁt EEHNEHEN
ZERG - MNBE_FT-\Ft+_-_A=1+—H
HFE - EFg. Zli GBS = USIE2 A
i‘\%@vﬁ$%lﬂ’]ﬂ|§ﬁﬁ£¥&ﬂq*m S
I;TE}EEE&%AII&WE'J% ° A
i@ BExe iM% 28 648 &V&J—L
(B TR EE%EKEIE’JW*N GBS
WERBHRA RGN ARERENE

EEEME - REBTRREIE KA EBES R85
UAEBEERE MR AREREAEERERLE
MUERABREEREFBENENEREE -

HIERBRS T HF R (FERARNBRE

B)RMNEAENS - BUENTESER

HE BHZFAERNREIFIT - W5 HE®R

ﬁﬂﬁéﬁiﬁk &8 B R BRI BRI B IR AR
RAENEE °

1 B B 2 B

HE-ZT—)\F+ZA=1+—HILFE ik
T ARR BN ERIRES M IR LIRS 2 3k
FERT AR R BB SNz BR A & ok ) B A 49 4n
T

Amount
&8
HK$'000
FH&T

EZIRTE
IEBEIZ R

Audit services
Non-audit services

1,300
480

1,780
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COMPANY SECRETARY

Mr. Chan Yiu Tung, Enoch was appointed as the company secretary
of the Company (the “Company Secretary”) on 18 August 2016.
The biographical details of Mr. Chan are set out in the section
headed “Biographical Details of Directors and Senior Management”
of this annual report. Pursuant to rule 5.15 of the GEM Listing
Rules, Mr. Chan has undertaken no less than 15 hours of relevant
professional training for the year ended 31 December 2018.

SHAREHOLDERS’ RIGHTS

In order to protect their own rights and interests, Shareholders may
propose separate resolutions in regard to substantial issues at
Shareholders’ meetings for consideration and voting. According to
the GEM Listing Rules, all resolutions presented at Shareholders’
meetings will be voted by poll, and after the relevant Shareholders’
meeting, the results of such a poll will be published on the
websites of the Stock Exchange and the Company. Pursuant to the
Articles, an AGM will be held annually in the relevant territory
where the Shares are listed, or elsewhere as may be determined
by the Board. Any meeting other than an AGM is deemed an
extraordinary general meeting (“EGM").

PROCEDURES FOR SHAREHOLDERS TO CONVENE
EXTRAORDINARY GENERAL MEETINGS

Extraordinary general meetings can be convened on the requisition
of one or more Shareholders holding, at the date of the deposit of
the requisition, not less than one tenth of the paid-up capital of the
Company having the right of voting at the general meetings. Such
requisition must be made in writing to the Board or the company
secretary of the Company for the purpose of requiring an
extraordinary general meeting to be called by the Board for the
transaction of any business specified in such requisition.
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Shareholders must send their written resolutions, together with
their full name, contact details and identification, by post to the
principal place of business of the Company in Hong Kong or by
email for the attention of the company secretary of the Company,
details of which are set out below:

Units 2005-06, 20/F
Enterprise Square two
No. 3 Sheung Yuet Road
Kowloon Bay

Kowloon, Hong Kong

Principal place of business
of the Company in
Hong Kong

Email address info@shenyouholdings.com

An extraordinary general meeting must be within two months after
the deposit of the requisition. If, within 21 days after the deposit of
the requisition, the Board fails to proceed to convene such
meeting, the requisitionist(s) himself/herself/themselves may do so
in the same manner, and all reasonable expenses incurred by the
requisitionist(s) as a result of the failure of the Board shall be
reimbursed to the requisitionist(s) by the Company.

RIGHT OF RAISING ENQUIRIES

For queries about shareholdings, share transfers, registrations and
dividend payments, Shareholders should contact the Company’s
Hong Kong branch share registrar, whose details are set out in the
section headed “Corporate Information” of this annual report.

PROCEDURES FOR SHAREHOLDERS TO PUT
FORWARD PROPOSALS AT SHAREHOLDERS'’
MEETINGS

The Articles provide that Shareholders who wish to put a resolution
to a vote may convene an EGM by means of requisition using the
procedure set out above.

INVESTOR RELATIONS

The Company utilises various channels to communicate with its
shareholders and investors, including (i) the AGM or EGM, which
allows Shareholders to comment and exchange views with the
Board; (ii) the publication of interim, quarterly and annual reports;
(iii) notices, announcements and circulars; and (iv) the Company’s
website at www.shenyouholdings.com.
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Report of the Directors
EEEWE

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

CORPORATE REORGANISATION

The Company was incorporated in the Cayman Islands as an
exempted company with limited liability on 18 August 2016. On 22
June 2017, the Group completed a group reorganisation (the
“Reorganisation”), details of which are set out in the section
headed "History, Reorganisation and Corporate Structure” in the
Prospectus. Through various reorganisation procedures, the
Company became the holding company of the Group upon
completion of the Reorganisation.

PRINCIPAL ACTIVITIES

The Company is an investment holding company and the primary
activities of its principal subsidiaries are the sale and manufacture
of sewing threads. Details of the Group's principal activities are set
out in note 1 of the consolidated financial statements of the Group.
For the year ended 31 December 2018, there were no significant
changes in the nature of the Group's principal activities.

RESULTS AND APPROPRIATIONS

The results for the year ended 31 December 2018 are set out in
the consolidated statement of profit or loss and the consolidated
statement of comprehensive income of this annual report. The
Board does not recommend the payment of a final dividend for the
year ended 31 December 2018 (2017: Nil).

PROPERTY, PLANT AND EQUIPMENT

Details of the movements in the Group's property, plant and
equipment for the year ended 31 December 2018 are set out in
note 13 to the consolidated financial statements of this annual
report.
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BUSINESS REVIEW

A business review of the Group's performance for the year ended
31 December 2018, the main issues impacting its results and
financial position are set out in the section headed “Management
Discussion and Analysis” of this annual report. In addition, a
discussion of the likely future development of the Group’s business
is set out in the section headed “Chairman’s Statement” of this
annual report.

PRINCIPAL RISKS AND UNCERTAINTIES

The Group’s profitability, financial position, results of operations,
business operations and prospects may be affected by a variety of
risks including foreign currency risk, interest rate risk, credit risk and
liquidity risk. The Group’s risk management system and policies are
shown in note 34 to the consolidated financial statements.

Further, the Group may also be exposed to other risks that may be
beyond its control. In particular, the Group may experience material
price fluctuations of fibre and yarn, both being raw materials
principally used in the manufacturing process of sewing threads.
The Group also faces business risks, including (i) failure to secure a
supply as the Group does not enter into long-term supply contracts
with its suppliers; (i) any unexpected disruption in the Guangzhou
Production Facilities; and (iii) any labour shortage, increase in labour
costs or other factors affecting labour supply in the PRC, each of
which may materially and adversely affect the Group’s operations,
financial condition, results of operations and prospects.

FINANCIAL SUMMARY

A summary of the results, assets and liabilities of the Group for the
four years ended 31 December 2018 is set out in the section
headed “Four Year Financial Summary” of this annual report.

SHARE CAPITAL
Details of the movements of the issued share capital of the

Company for the year ended 31 December 2018 are set out in note
23 to the consolidated financial statements of the Group.
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PRE-EMPTIVE RIGHTS

There are no provisions for pre-emptive rights pursuant to the
Articles or the laws of the Cayman Islands, being the jurisdiction in
which the Company was incorporated, which would require the
Company to offer new shares on a pro-rata basis to its existing
Shareholders.

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

Neither the Company nor its subsidiaries purchased, sold or
redeemed any of the Company's listed securities during the year
ended 31 December 2018 and up to the date of this annual report.

RESERVES

Details of the movements in the reserves of the Group during the
year ended 31 December 2018 are set out in note 24 to the
consolidated financial statements of the Group and in the
consolidated statement of changes in equity of this annual report.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company's reserves available for
distribution to Shareholders, calculated according to Companies
Law, Cap. 22 (Law 3 of 1961, as consolidated and revised) of the
Cayman Islands, amounted to approximately HK$46.9 million (2017:
HK$53.0 million).

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2018, sales to the Group's largest
customer and five largest customers represented approximately
29.5% (2017: approximately 28.1%) and 45.1% (2017: approximately
46.5%) of the Group’s total revenue, respectively. The Group’s
suppliers include suppliers of raw materials and processing works.
For the year ended 31 December 2018, supplies attributable to the
Group's largest supplier and five largest suppliers represented
approximately 20.4% (2017: approximately 25.5)% and 69.2% (2017:
approximately 78.5%) of the Group's total supplies, respectively.

To the Directors’ best knowledge, none of the Directors or any of
close associates (as defined in the GEM Listing Rules) or any
Shareholder who or which own more than 5% of the Company’s
issued share capital had any beneficial interest in any of the five
largest customers and/or five largest suppliers of the Group during
the year.
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DIRECTORS

The Directors for the year ended 31 December 2018 and up to the

date of this annual report are as follows:

Executive Directors
HITES
Mr. Wong Kwok Wai, Albert
(Chairman and chief executive officer)

BRERE (TERITEE)

Mr. Lee Wing Hong
FXERE

Mr. Yu Miaogen
AR EL

Non-executive Directors
FHITES

Mr. Ng Chan Lam
RS E

Mr. Gao Biao

aREE

Mr. Shi Guixiang
AEEEE

Independent non-executive Directors
BYFHITES

Mr. To King Yan, Adam

ME{CAE

Dr. Yeung Ngai Man, John

BREEE

Mr. Sung Alfred Lee Ming

REREE

Mr. Zhang Guofu

BEEERE

=

RBE_Z-—N\FT+_A=t—HILFEKRE
EARFEREAY EFWUTHT:

(appointed as a Director on 18 August 2016 and re-designated as an
executive Director on 23 June 2017)

(RZFE-—ANE/ATN\BEZEREF -
RZF—+FENHAZ=HAFHTESE)

(resigned as a Director on 14 September 2018)

(RZBE—NFAHTHAFTEE)

(appointed as a Director on 26 June 2018)

(RZFE—NFENAZFT A NBEZFRESE)

(resigned as a Director on 24 August 2018)
(R=ZF—NFNA-FUHABGTESE)
(appointed as a Director on 26 June 2018)
(R=ZF—-—NFNAZF N NHEZHEEEE)
(appointed as a Director on 24 August 2018)
(R=ZFE-—NENA=ZF+HAEZFRESE)

(resigned as a Director on 14 September 2018)
(RZE-NEFENATHEFTFESE)
(appointed as a Director on 24 November 2017)
(R-FE—+F+—A-+NAEZITREE)
(appointed as a Director on 24 November 2017)
(R=F—+F+— A=+ HAEZIEEE)
(appointed as a Director on 14 September 2018)
(RZE-NEFENATHAEZFRESE)
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Pursuant to Article 112 of the Articles, the Directors shall have
power from time to time and at any time to appoint any person as
a Director either to fill a casual vacancy or as an additional Director
but the number of Directors so appointed shall not exceed the
maximum number determined from time to time by the
Shareholders in a general meeting. Any Director appointed by the
Board to fill a casual vacancy shall hold office only until the first
general meeting of the Company after his appointment and be
subject to re-election at such meeting and any Director appointed
by the Board as an addition to the existing Board shall hold office
only until the next following annual general meeting of the
Company and shall then be eligible for re-election.

Pursuant to Article 108(a) of the Articles, notwithstanding any other
provisions in the Articles, at each annual general meeting, one third
of the Directors for the time being, or, if their number is not three
or a multiple of three, then the number nearest to but not less than
one third, shall retire from office by rotation provided that every
Director (including those appointed for a specific term) shall be
subject to retirement by rotation at least once every three years.

BIOGRAPHICAL DETAILS OF DIRECTORS

For biographical details of the Directors, please refer to the section
headed “Biographical Details of Directors and Senior Management”
of this annual report.

DIRECTORS’ SERVICE CONTRACTS

Each of the executive Directors has entered into a service
agreement with the Company pursuant to which he has agreed to
act as an executive Director for an initial term of three years, which
shall be renewed as determined by the Board or the Shareholders.
Either party is entitled to give not less than one month’s notice to
terminate the service agreement.

Each of the non-executive Directors and the independent non-
executive Directors has entered into a letter of appointment with
the Company to which he has agreed to act as a non-executive
Director or an independent non-executive Director for a fixed term
of three years, which shall be renewed as determined by the Board
or the Shareholders. Except for the Director’s fees, no independent
non-executive Director is to receive any other emolument for acting
as an independent non-executive Director.
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Save as disclosed above, none of the Directors has proposed or
entered into any service agreement or letter of appointment with
the Company or any of its subsidiaries which is not determinable
by the Group within one year without payment of compensation
other than the statutory compensation.

CONFIRMATION OF INDEPENDENCY OF
INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive Directors has provided the
Company with a confirmation of independence pursuant to rule
5.09 of the GEM Listing Rules. As such, the Company considers all
the independent non-executive Directors to be independent as at
the date of this annual report.

PERMITTED INDEMNITY PROVISIONS

Pursuant to the Articles, a Director shall be entitled to be
indemnified out of the assets of the Company against all losses or
liabilities which he may incur or sustain in or about the execution of
the duties of his office or otherwise in relation thereto.

Appropriate directors’ and officers’ liability insurance coverage has
been arranged for the Directors and officers of the Company.

EMOLUMENTS OF THE DIRECTORS AND THE FIVE
HIGHEST PAID INDIVIDUALS

Details of the emoluments of the Directors and the five highest
paid individuals are set out in notes 8 and 9 to the consolidated
financial statements of this annual report.
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EMOLUMENT POLICY

The Directors receive compensation in the form of an annual
director’s fee while members of the senior management receive
compensation in the form of salaries, discretionary bonuses and
other allowances. The Group also reimburses the Directors and
senior management for expenses which are necessarily and
reasonably incurred in relation to the Group’s operations or in the
course of discharging their duties to the Group. The Remuneration
Committee regularly reviews and determines the remuneration
packages of the Directors and the senior management, taking into
account factors including, salaries payable by comparable
companies, employment conditions, responsibilities and the
individual performance of the Directors and senior management.

INTERESTS AND SHORT POSITIONS OF
DIRECTORS AND CHIEF EXECUTIVE IN THE
SHARES, UNDERLYING SHARES AND
DEBENTURES OF THE COMPANY AND ANY
ASSOCIATED CORPORATION

As at 31 December 2018, the interests or short positions of each
of the Directors and the chief executive of the Company in the
shares, underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (Chapter 571 of the laws of Hong
Kong) (the “SFQO"), which were (a) required to be notified to the
Company and the Stock Exchange pursuant to Divisions 7 and 8 of
Part XV of the SFO (including interests and short positions which
they were taken or deemed to have under such provisions of the
SFO); or (b) required to be recorded in the register required to be
kept under section 352 of the SFO; or (c) as otherwise notified to
the Company and the Stock Exchange pursuant to rules 5.46 to
5.67 of the GEM Listing Rules, were as follows:
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Percentage of
issued share

Number of capital of
Nature of interest/ ordinary shares the Company
Name of Director Holding capacity held (Note 1)
AR ARE
ERITRANE DL
E=pnA BEMEE HRED FiEEERHEE (M¥=E1)
Mr. Wong Kwok Wai, Albert  Interest of a controlled corporation 600,000,000 (L) 75%
(Notes 2, 3)
wEEEEE XEHDEE S 600,000,000 (L) 75%
(M¥zE2 - 3)
Notes: izt -
1. As at the date of the annual report, the Company’s issued ordinary share capital 1. NAFEEREFH  ARANERTERBBRAS

was HK$8,000,000 divided into 800,000,000 Shares of HK$0.01 each.

2. Three Gates Investment Limited (“Three Gates Investment”), a company
incorporated in the British Virgin Islands on 15 August 2016 is wholly and
beneficially owned by Mr. Wong, who is the chairman and an executive
director of the Company. Therefore, Mr. Wong is deemed to be interested in
600,000,000 Shares held by Three Gates Investment by virtue of the SFO.

3. The letter “L" denote the person’s long position in the Shares.

Except as disclosed above, as at 31 December 2018, none of the
Directors or the chief executive of the Company had any other
interests or short positions in the shares, underlying shares or
debentures of the Company or any of its associated corporations
(within the meaning of Part XV of the SFO), which were required to
be recorded in the register kept by the Company pursuant to
section 352 of the SFO, or as otherwise notified to the Company
and the Stock Exchange according to rules 5.46 to 5.67 of the GEM
Listing Rules.
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INTERESTS AND SHORT POSITIONS OF
SUBSTANTIAL SHAREHOLDERS IN THE SHARES
AND UNDERLYING SHARES OF THE COMPANY

To the best knowledge of the Directors, as at 31 December 2018,
the following persons or corporations (other than the Directors and
the chief executive of the Company) who had interests and/or short
positions in the shares or underlying shares of the Company which
would be disclosed to the Company under the provisions of
Divisions 2 and 3 of Part XV of the SFO, or which were recorded in
the register required to be kept under section 336 of the SFO were
as follows:

FERRRAR®S - MBERO P HER
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il

NN

Percentage of
issued share

Number of capital of

Name of Substantial Nature of interest/ ordinary shares the Company

Shareholder Holding capacity held (Note 1)

HAERTEBIT

BANE DL

TERRHE EEME BREH FEEEREA (BFEE1)

Three Gates Investment Beneficial owner 600,000,000 (L) 75%
(Notes 2, 3)

Three Gates Investment EnHEBA 600,000,000 (L) 75%
(Mt3E2 - 3)

Qianhai Health Holdings Limited  Person having a security interest 120,000,000 (L) 15%
in Shares (Notes 3, 4, 5)

ABREIERBR AR BEREROERHAL 120,000,000 (L) 15%
(zE3+-4+5)

Golden Ball Holdings Limited Person having a security interest 120,000,000 (L) 15%
in Shares (Notes 3, 4, 5)

Golden Ball Holdings Limited BERMOERNAL 120,000,000 (L) 15%
(MI5E3 -4+ 5)

QHH Limited Person having a security interest 120,000,000 (L) 15%
in Shares (Notes 3, 4, b)

QHH Limited BEEROERHAL 120,000,000 (L) 15%

Notes:

1. As at the date of the annual report, the Company’s issued ordinary share capital
was HK$8,000,000 divided into 800,000,000 Shares of HK$0.01 each.

(Biz£3-4-5)
Bt
1. RAEEEEEE AATNEETERRERAS
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: Three Gates Investment Limited is wholly and beneficially owned by Mr.
Wong, who is the chairman and an executive director of the Company.
Therefore, Mr. Wong is deemed to be interested in 600,000,000 Shares held
by Three Gates Investment by virtue of the SFO.

3. The letter “L" denote the person’s long position in the Shares.

4. 120,000,000 Shares held by Three Gates Investment have been charged in
favour of Qianhai Health Holdings Limited (“Qianhai Health"”) as security for a
loan granted in favour of Mr. Wong Kwok Wai, Albert, the chairman, executive
director and controlling shareholder of the Company. On 3 January 2019, the
loan was repaid and the charge over the 120,000,000 Shares in favour of
Qianhai Health was discharged.

b As Qianhai Health is wholly-owned by Golden Ball Holdings Limited, which in
turn is wholly-owned by QHH Limited, both Golden Ball Holdings Limited and
QHH Limited are deemed to be interested in the security interest in the
120,000,000 Shares charged in favour of Qianhai Health by virtue of the SFO.

Except as disclosed above, as at 31 December 2018, the Directors
are not aware of any interests and short positions owned by any
other parties, other than a Director or the chief executive of the
Company who held interests or short positions in the shares and
the underlying shares of the Company, which were required to be
recorded under the provisions of Divisions 2 and 3 of Part XV of the
SFO, or, who was interested, directly or indirectly, in 10% or more
of the nominal value of any class of share capital carrying rights to
vote in all circumstances at general meetings of the Company.

SHARE OPTION SCHEME

Eligible participants may be granted share options in line with the
Share Option Scheme. The following is a summary of the major
terms of the Share Option Scheme:

(a) Purpose

The purpose of the Share Option Scheme is to attract and
retain the best available personnel of the Group, to provide
additional incentive for employees working full-time and part-
time as well as other eligible personnel under the Share
Option Scheme and to promote the success of the business
of the Group.
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(b)

(c)

(d)

(e)

Eligible participants

Eligible participants under the Share Option Scheme include (i)
any full-time and part-time employee of any member of the
Group; (i) any consultant or adviser of any member of the
Group; (i) any director (including executive, non-executive or
independent non-executive directors) of any member of the
Group; (iv) any substantial shareholder of any member of the
Group; and (v) any distributor, contractor, supplier, agent,
customer, business partner or service provider of any
member of the Group.

Subscription price

The subscription price shall be determined solely by the
Board and notified to a participant of the Share Option
Scheme and shall be at least the higher of: (i) the closing
price of the Shares as stated in the Stock Exchange’s daily
quotations sheet on the date of grant of the option, which
must be a business day; (i) the average of the closing prices
of the Shares as stated in the Stock Exchange’s daily
quotation sheets for the five business days immediately
preceding the date of grant of the option; and (iii) the nominal
value of a Share on the date of grant of the option, provided
that in the event of fractional prices, the subscription price
per Share shall be rounded upwards to the nearest whole
cent.

Time of exercise of options

An option may be exercised in accordance with the terms of
the Share Option Scheme at any time during a period as the
Board may determine which shall not exceed 10 years from
the date of grant subject to the provisions of early termination
thereof.

Grant of options

An offer for the grant of options shall remain open for
acceptance for a period of seven days, including the day in
which the offer was made. The amount payable by the
grantee of an option to the Company on acceptance of the
offer for the grant of the option is HK$1.0.
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(e)
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Report of the Directors (Continued)
EEgWmE(E)

(f)

Maximum number of shares available for
subscription

(i)

(iif)

The aggregate number of shares which may be issued
upon exercise of all outstanding options granted and yet
to be exercised under the Share Option Scheme and
any other share option schemes of the Company must
not exceed 30% of the Shares in issue from time to
time. No options may be granted under the share option
schemes of the Company if this will result in the limit
being exceeded.

Subject to sub-paragraphs (iii) and (iv) below, the
maximum number of Shares issuable upon the exercise
of all options to be granted under the Share Option
Scheme and any other share option schemes of the
Company as from the date of adoption of the Share
Option Scheme (excluding, for this purpose, Shares
insurable upon the exercise of options which have been
granted but have lapsed in accordance with the Share
Option Scheme or any other share option schemes of
the Company) must not in aggregate exceed 10% of all
the Shares in issue upon the Listing Date.

The 10% limit as mentioned in sub-paragraph (ii) above
may be refreshed at any time by approval of the
Shareholders in a general meeting, provided that the
total number of Shares which may be issued upon
exercise of all options to be granted under the Share
Option Scheme and any other share option schemes of
the Company (including those outstanding, cancelled or
lapsed in accordance with the terms of the Share
Option Scheme and other share option schemes of the
Company) will not be counted for the purpose of
calculating the limit as “refreshed”. A circular must be
sent to the Shareholders containing the information as
required pursuant to the relevant GEM Listing Rules.
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Report of the Directors (Continued)
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(9)

(h)

(i)

(iv)  Subject to sub-paragraph (i) above, the Company may
seek separate approval from the Shareholders in
general meeting for granting any option under the Share
Option Scheme beyond the 10% limit under sub-
paragraph (i) and (iii) above, provided that the options
under the Share Option Scheme in excess of the limit
are granted only to participants specifically identified by
the Company before such approval is sought. In such
event, the Company must send a circular to the
Shareholders containing a generic description of the
specified persons who may be granted and the purpose
of granting such options to the specified persons with
an explanation of how the terms of the options will
serve the purpose and all other information required
under the GEM Listing Rules.

Maximum entitlement of each participant

The total number of shares issued and to be issued upon the
exercise of the options granted to each participant (including
both exercised and outstanding options) under the Share
Option Scheme or any other option schemes of the Company
in any 12-month period must not exceed 1% of the total
number of shares of the Company in issue, unless approved
by the Shareholders in the manner stipulated in the Share
Option Scheme.

Duration of the Share Option Scheme

The Share Option Scheme will remain in force for a period of
ten years commencing from the date on which the scheme is
adopted and will expire on 24 November 2027.

Termination of the Share Option Scheme

The Company, by resolution in general meeting or the Board
may at any time terminate the operation of the Share Option
Scheme and in such event no further options of the Share
Option Scheme will be offered. However, those options
granted prior to such termination shall continue to be valid
and exercisable in accordance with the previous provisions of
the Share Option Scheme.

No Share option has been granted since the adoption of the Share
Option Scheme.
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DIRECTORS’ INTERESTS IN TRANSACTIONS,
ARRANGEMENTS OR CONTRACTS

During the year ended 31 December 2018, no Director or
connected entity of a Director had any material interest, either
directly or indirectly, in any transactions, arrangements or contracts
of significance to the business of the Group, to which the Company
or any of its subsidiaries was a party.

DIRECTORS’ AND CONTROLLING SHAREHOLDERS’
INTERESTS IN COMPETING BUSINESSES

The Directors and the controlling shareholders of the Company
have confirmed that for the year ended 31 December 2018 and up
to the date of this annual report, none of the Directors, controlling
Shareholders or any of their respective close associates (as defined
in the GEM Listing Rules), engaged in any businesses that
competes or may compete with the business of the Group, or had
any other conflict of interest with the Group.

On 24 November 2017, each of Mr. Wong Kwok Wai, Albert and
Three Gates Investment, being the controlling Shareholders,
entered into a non-competition undertaking in favour of the
Company, details of which were set out in the section headed
“Relationship with our Controlling Shareholders — Non-competition
Undertaking” in the Prospectus. Such undertakings have been fully
complied with and enforced during the year ended 31 December
2018 and up to the date of this annual report.

The Board confirms that as at the date of this annual report, no
other matters are required to be brought to the attention of the
Shareholders and the potential investors.

Further, the independent non-executive Directors confirm that they
have reviewed the enforcement of such undertakings and conclude
that there are no outstanding issues regarding the undertakings
that need to be raised with the Shareholders and the Company.
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Report of the Directors (Continued)
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SANCTIONS UNDERTAKING

As disclosed in the Prospectus, the Company provided an
undertaking to the Stock Exchange that it would not use the
proceeds from the Share Offer or any funds raised through the
Stock Exchange to finance or facilitate, directly or indirectly,
activities or business with, or for the benefit of, countries that are
sanctions under international sanction laws, or any sanctioned
government, entity or individual.

To ensure its compliance with this undertaking and to further
enhance its risk management, the Group will continue to evaluate
any business opportunities with those countries sanctioned under
international sanction laws and will have delegated members of the
senior management of the Company review the transaction
documents from customers or potential customers from countries
sanctioned under international sanctions laws.

RESIGNATION OF THE COMPLIANCE ADVISER

In compliance with rule 6A.19 of the GEM Listing Rules, the
Company had appointed Huabang Corporate Finance Limited
("Huabang"”) to be the compliance adviser. On 28 February 2019,
Huabang and the Company mutually agreed to terminate the
aforesaid appointment. As at the date of this report, the Company
is searching for a replacement compliance adviser pursuant to rule
B6A.27 of the GEM Listing Rules and will make the appropriate
announcement as soon as the replacement compliance adviser has
been appointed. In any event, the appointment of a replacement
compliance adviser will occur within three months of the date of
termination of Huabang as the Company’s compliance adviser.

RELATED PARTY TRANSACTIONS

The Group has not entered into any related party transactions
during the year ended 31 December 2018 which were required to
be disclosed according to the requirements under the GEM Listing
Rules.
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CONTINUING CONNECTED TRANSACTIONS

The Group has not entered into any connected transactions or
continuing connected transactions during the year ended 31
December 2018 which are required to be disclosed according to
the requirements under the GEM Listing Rules.

MANAGEMENT CONTRACTS

For the year ended 31 December 2018, no contracts concerning
the management and administration of the whole or any substantial
part of the business of the Group were entered into or existed.

SUFFICIENCY OF PUBLIC FLOAT

The Directors confirm that during the year ended 31 December
2018 and up to the date of this annual report, based on the
information that is publicly available to the Company and within the
knowledge of the Directors, the Company has complied with the
minimum public float as required under the GEM Listing Rules.

EVENTS AFTER THE YEAR ENDED 31 DECEMBER
2018

The Board is not aware of any material event requiring disclosure
that had taken place subsequent to 31 December 2018 and up to
the date of this annual report.

AUDITOR

Ernst & Young was appointed by the Board as the auditor of the
Company. A resolution for the reappointment of Ernst & Young as
the auditor of the Company will be proposed at the forthcoming
annual general meeting.

Shen You Holdings Limited
Wong Kwok Wai, Albert
Chairman, chief executive officer and executive Director

Hong Kong, 26 March 2019

SHEN YOU HOLDINGS LIMITED / 2018 ANNUAL REPORT

FERERS

AEEREBE_FT—/\Ft_A=1T—HLF
B W AR AERMRIEGEM LT RAIEREAT
BRENBERXFRHFEEERS -

BEEEH

REBE-Z—)/\E+-A=T—HLFE &
SEYEIVXFEARAEEZREME
REBHEBHERRITHZEH

ERLARERE

EEHR #HE_FT-N\F+-_A=+—HL
FEMEEAFERSAY  REARFTRRD
FEIEHBMEN MBEEMA  ARFEE
SFGEM EMRAIFMRENREARFTHE -

REBZ-_ZEZ—-N\E+=ZA=+—AH1L
FE®EHE

EEeY THER _ZE—/\F+_-_A=+—H
BREREEAFEREAHELETAATREN
EXER-

3 4

B AL KEFMEBRAERRTRK
fh - KARHREERFBFAE LIZE 1A
REBERBRARELKEAMEFTMEEIART
T2 EED -

HEZERERAA

TE TTHBRFHTESE
=HEHE

BB —T-hAhE=ZA-+,H



Independent Auditor’'s Report
PRV R (e ey

Ernst & Young LK SRR BISAT
EY§ i 22/F, CITIC Tower BRFRAEELR
?, 1 Tim Mei Avenue RiEKE221E

Building a better
working world

Central, Hong Kong
To the shareholders of Shen You Holdings Limited
(Incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of Shen
You Holdings Limited (the “Company”) and its subsidiaries (the
“Group”) set out on pages 70 to 182, which comprise the
consolidated statement of financial position as at 31 December
2018, and the consolidated statement of profit or loss, the
consolidated statement of comprehensive income, the
consolidated statement of changes in equity and the consolidated
statement of cash flows for the year then ended, and notes to the
consolidated financial statements, including a summary of
significant accounting policies.

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

BASIS FOR OPINION

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

KEY AUDIT MATTERS

Key audit matters are those matters that, in our professional
judgement, were of most significance in our audit of the
consolidated financial statements of the current period. These
matters were addressed in the context of our audit of the
consolidated financial statements as a whole, and in forming our
opinion thereon, and we do not provide a separate opinion on these
matters. For each matter below, our description of how our audit
addressed the matter is provided in that context.

We have fulfilled the responsibilities described in the Auditor’s
responsibilities for the audit of the consolidated financial
statements section of our report, including in relation to these
matters. Accordingly, our audit included the performance of
procedures designed to respond to our assessment of the risks of
material misstatement of the consolidated financial statements.
The results of our audit procedures, including the procedures
performed to address the matters below, provide the basis for our
audit opinion on the accompanying consolidated financial
statements.
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KEY AUDIT MATTERS (Continued)

Key audit matter
HARELBE

REEXEER (R)

How our audit addressed the key audit matter

RRELSENERS R

Impairment of trade receivables

B 5 5 E R E

As at 31 December 2018, the Group had trade
receivables of HK$17,441,000, after making loss
allowance of HK$711,000. The Group uses a provision
matrix to calculate expected credit losses (“ECLs") for
trade receivables. The provision rates are based on days
past due for groupings of various customer segments
that have similar loss patterns. The provision matrix is
initially based on the Group's historical observed default
rates. The Group will calibrate the matrix to adjust the
historical credit loss experience with forward-looking
information. We focused on this area because it requires
a high level of management estimation and due to the
materiality of the amounts involved.
RZBE-NFFTZA=+T—10  E5EEHBBERE
711,000 7T 12 &) FE WX 32 5 5/ 18 & %8 /317,441,000 7%
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FER BEEEBRTIHERMBENXNET - BEEE
TR AR - FELURATE BN AR RTEEEELR -
EEZFNEFE—FE  DEREFSESKTNER
Bt RATSBEERX -

The significant accounting estimates and disclosures
about the provision for impairment of trade receivables
are included in notes 3 and 16 to the consolidated
financial statements.

R ERR 5 RIERERENEAG A5 REEHN
e BmKRMTIRI6 -

We assessed the Group’s internal controls over the
credit control of trade receivables and recalculated the
provision matrix of ECLs to ensure mathematic accuracy.
We evaluated the assumptions used in the ECL model
by (1) reviewing the credit terms and historical payment
patterns of different categories of customers to assess
the grouping of customer segments; (2) examining the
underlying data used in the model by checking the
corresponding ageing and historical repayment records
on a sampling basis; and (3) assessing the forward-
looking adjustments by analysing the deviation between
forward-looking factors and the Group's historical default
rates.
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KEY AUDIT MATTERS (Continued)

Key audit matter

BRELEE

REEXER (R)

How our audit addressed the key audit matter

RRELSENERS A

Deferred tax assets

As at 31 December 2018, the Group has recorded
deferred tax assets of HK$2,648,000, which are resulted
from tax losses and deductible temporary differences
mainly arising from the deferred rental expenses. The
Group recognises these deferred tax assets to the
extent that it is probable that future taxable profits will
allow the deferred tax assets to be recovered. The
probability of recovery is impacted by uncertainties
regarding the likely timing and level of future taxable
profits, together with tax planning strategies. Significant
management judgements and estimates are involved in
the process.

RZZ-N\F+ZA=+—H  BE5EE 52,648,000
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HEROK MR GT BRI HREARTE - ZiB
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The significant judgements and estimates and related
disclosures on deferred tax asset are included in notes 3
and 22 to the consolidated financial statements.
BREER IR & B K B A A 6T A 5T AR B BB E A Ar
BB ARMEIR22 -
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Our audit procedures included evaluating assumptions
and methodologies used by the Company to determine
the recoverable amount per tax jurisdiction.
EENEZRFEEN T EATREENBEEEN
A E & EATERA M RER R ITE °

We have reviewed the profit forecast prepared by
management by checking to the arithmetical accuracy of
the calculations and assessing the significant
assumptions and judgements by comparing the input
data of forecasted growth rates, gross profit margin and
material expense items with the business development
plan approved by the board of directors of the Company
and historical financial performance of the Group.
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KEY AUDIT MATTERS (Continued)

Key audit matter

BRELEE

BEEXEE(R)

How our audit addressed the key audit matter

RREBELSENERL A

Impairment of non-financial assets

FEHEERE

The carrying value of the Group’s property, plant and
equipment and prepaid lease payments for buildings as
at 31 December 2018 amounted to HK$10,685,000 and
HK$1,608,000, after making a provision of HK$830,000
and HK$83,000, respectively. The carrying values of
these assets are reviewed annually by management for
potential indicators of impairment. For assets where
such indicators exist, management engaged an
independent external valuer to assist them to perform
detailed impairment review of the recoverable amount
of these non-financial assets.

RZZE—\F+_A=+—H E£EVE BEILRX
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7T X 83,0008 A E1E - £ ¥ D R4 10,685,000 7T
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We identified the impairment of non-financial assets as a
key audit matter because the assessment involves a
significant degree of management judgements and
estimates in determining the key assumptions.
EERFEREERERNAFAREXZETHEIBENEH
FHENER] F 2 REF RIS A S B IEE HE R A5t -

The significant judgements and estimates and related
disclosures on the movements of these non-financial
assets are included in notes 3, 13 and 17 to the
consolidated financial statements.
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Our audit procedures included, among others, involving
our internal valuation specialists to assist us in evaluating
the methodologies used by the independent external
valuer for determining the recoverable amount, and
assessing the discount rate and market data used in the
assessment of the recoverable amount of the non-
financial assets.
EENERREFBEESENANGEZERHEEZNE
B HNEB A B AP A 7 T R R Bl & R RS PR AR B B 5 0% -
WeHE AR A EERMEEN AT RO EEREIR K LT
S8R -

We also examined the underlying data used such as
management projection on the future revenues and
operating results by comparing with the financial
performance of each cash-generating unit ("CGU")
during the year 2018 and examining the business
development plans and historical annual growth of each
CGU to evaluate the growth rate of each CGU used in
the projection.
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Independent Auditor’'s Report (Continued)

BN AZ B (48)

OTHER INFORMATION INCLUDED IN THE ANNUAL
REPORT

The directors of the Company are responsible for the other
information. The other information comprises the information
included in the Annual Report, other than the consolidated financial
statements and our auditor’s report thereon.

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

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

RESPONSIBILITIES OF THE DIRECTORS FOR THE
CONSOLIDATED FINANCIAL STATEMENTS

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

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

The directors of the Company are assisted by the Audit Committee

in discharging their responsibilities for overseeing the Group's
financial reporting process.
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Independent Auditor’'s Report (Continued)

BN A Z B AR (48)

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

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue
an auditor’s report that includes our opinion. We do not assume
responsibility towards or accept liability to any other person for the
contents of this report.

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

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

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

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

° Evaluate the appropriateness of accounting policies used and
the reasonableness of accounting estimates and related
disclosures made by the directors.
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Independent Auditor’'s Report (Continued)

BN AZ B (48)

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

° Conclude on the appropriateness of the directors’ use of the
going concern basis of accounting and, based on the audit
evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt
on the Group’s ability to continue as a going concern. If we
conclude that a material uncertainty exists, we are required to
draw attention in our auditor’'s report to the related
disclosures in the consolidated financial statements or, if
such disclosures are inadequate, to modify our opinion. Our
conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or
conditions may cause the Group to cease to continue as a
going concern.

o Evaluate the overall presentation, structure and content of
the consolidated financial statements, including the
disclosures, and whether the consolidated financial
statements represent the underlying transactions and events
in a manner that achieves fair presentation.

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

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

We also provide the Audit Committee with a statement that we
have complied with relevant ethical requirements regarding
independence and to communicate with them all relationships and
other matters that may reasonably be thought to bear on our
independence, and where applicable, related safeguards.
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Independent Auditor’'s Report (Continued)

BN A RS ()

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

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

The engagement partner on the audit resulting in this independent
auditor’s report is Hui Kin Fai Stephen.

Ernst & Young

Certified Public Accountants
Hong Kong

26 March 2019
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Consolidated Statement of Profit or Loss

== =7

AN
YA A . Ej/ﬁ_

Year ended 31 December 2018 #HZE_—F—\F+_-_A=+—HILFE

2018 2017
—E-N\EF —EFE—+F
Notes HK$'000 HK$'000
B et TET FETT
REVENUE I &5 5] 64,510 74,371
Cost of sales §HE KA (51,232) (48,853)
Gross profit ESV 13,278 25,518
Other income and gains H g A RIS 5 2,037 642
Selling and distribution expenses HERSHEMAY (7,579) (6,408)
Administrative expenses ITEFAY (16,456) (9,831)
Impairment losses on financial assets 4 g4 27 (B &8 (499) -
Other expenses HEfAx (2,301) (20,108)
Finance costs BhE B A 7 (886) (2,291)
LOSS BEFORE TAX RRBLATE B 6 (12,406) (12,478)
Income tax credit/(expense) Figgige, (Ax) 10 1,551 (712)
LOSS FOR THE YEAR 2EHEB (10,855) (13,190)
ATTRIBUTABLE TO OWNERS BATHEEAERN
OF THE PARENT (10,855) (13,190)
LOSS PER SHARE ATTRIBUTABLE & ARAEEHERIEFEA
TO ORDINARY EQUITY HOLDERS  FE{tERER
OF THE PARENT 12
Basic and diluted (expressed in HAR R E#E (AEFRBI5R)
HK cents per share) (1.36) (2.16)
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Consolidated Statement of Comprehensive Income

/\\/ \ IZI é\ﬁl‘lyki%

Year ended 31 December 2018 EZ—F

= NaEr =A== Bl 5EEE

2018 2017
—E-N\F =&l
Note HK$’000 HK$'000
BtaF F#&xT T
LOSS FOR THE YEAR 2FEE (10,855) (13,190)
OTHER COMPREHENSIVE Hit2m (&8 kA
(LOSS)/INCOME
Other comprehensive income that REZBREH»EZ
may be reclassified to profit EREmEmRA
or loss in subsequent periods:
Available-for-sale investment: AIHEHERE :
Change in fair value AR{EZE - 169
Income tax effect Fristis & 22 - (28)
- 141
Exchange differences on translation — #aE G E 5 =58
of foreign operations (3,838) 4,997
OTHER COMPREHENSIVE (LOSS)/ 2FH2E (F8), WA
INCOME FOR THE YEAR, (BB E)
NET OF TAX (3,838) 5,138
TOTAL COMPREHENSIVE LOSS 2FE2HEEEAHE
FOR THE YEAR (14,693) (8,052)
ATTRIBUTABLE TO OWNERS OF ISENGIE: Z= PN
THE PARENT (14,693) (8,052)
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Consolidated Statement of Financial Position

are MR

31 Deeemlocr 2008 === /N\ér=/5=7—/5

2018 2017
—E-N\F —E—+F
Notes HK$'000 HK$'000
BtaF F#&xT FHET
NON-CURRENT ASSETS FREBEE
Property, plant and equipment M BE NERE 153 10,685 6,902
Financial asset at fair value through  ZARETAER ([IZARE
profit or loss (“FVPL") FFABRDNSREE 14 4,632 =
Available-for-sale investment AHHERE 14 = 4,474
Prepayments, other receivables and A58 - Eofth fE W R 1E 12
other assets HEmEE 17 5,971 2,165
Deferred tax assets REFITEEE 22 2,648 1,338
Total non-current assets RBEEMLE 23,936 14,879
CURRENT ASSETS REBEE
Inventories FE 15 14,761 9,995
Trade receivables FEZE 5 I 16 17,441 24,900
Prepayments, other receivables TERTFRIE « H R YRRIE K
and other assets HihEE 17 5,426 12,665
Pledged deposits IR 18 = 9,000
Tax recoverable AJ LA [B1 % 78 129 -
Cash and cash equivalents BeMREEEY 18 30,938 57,920
Total current assets MBEELE 68,695 114,480
CURRENT LIABILITIES REBEE
Trade payables JER R S FIR 19 5,122 9,269
Other payables and accruals HibE N RE N ESTER 20 6,729 15,709
Interest-bearing bank borrowings SHERITER 21 15,217 22,627
Tax payable ANEAE] 1,234 1,943
Total current liabilities MENE EBRE 28,302 49,548
NET CURRENT ASSETS REBEEZE 40,393 64,932
TOTAL ASSETS LESS CURRENT EELERRBARS
LIABILITIES 64,329 79,811
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Consolidated Statement of Financial Position (Continued)

A MBINAR (8)

31 December 2018 —ZE—)\FE+_-_H=1+—H

2018 2017
—E-N\F —EFE—+F
Notes HK$'000 HK$'000
BtaF F#&xT T
NON-CURRENT LIABILITIES FRBEE
Deferred tax liabilities FEFIEEE 22 = 215
Other payables and accruals H b fET T8 M FEET & 20 1,223 1,612
Total non-current liabilities R B ERRE 1,223 1.727
Net assets BEFE 63,106 78,084
EQUITY =
Share capital A% 23 8,000 8,000
Reserves s 24 55,106 70,084
Total equity Rl 63,106 78,084
Wong Kwok Wai, Albert Yu Miao Gen
EEE AR
Director Director
g EF
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Consolidated Statement of Changes in Equity

GAEREBE

Year ended 31 December 2018

HE-F-N\F+=A=+—ALFE

Available-for-
sale Retained
Statutory investment  Exchange profits/
Share Share Merger surplus  revaluation  fluctuation (Accumulated Total
capital premium reserve reserve reserve reserve losses) equity
QS
T MERE X REEH/
kx  RGAEE  AHfEE RBEE ERERE  RIRE (RHER)  ExEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FiEx TiEr THEL Tian THEL FiEr FHET FiEx
(note 23) {note 23) (note 24) (note 24)
(hr#23)  (B##23)  (W#24)  (Wa24)
At 1 January 2017 RZZE—+F-f—H - - 40,000 5,670 (966) 6,293 10,388 61,385
Loss for the year KEER - - - - - - (13,190) (13,190)
Other comprehensive income AEEBRERA
for the year:
Change in fair value of an HHEREALER
available-for-sale investment, (EMBRBE)
net of tax - - - - 141 - - 141
Exchange differences on BEBINEBRNELZS
translation of foreign operations - - - - - 4,997 - 4,997
Total comprehensive loss TEREFELE
for the year - - - - 14 4,997 (13,190) (8,052)
Issue of shares Bin%eT 2,000 73,000 = = = = = 75,000
Share issue expenses R EITHS - (9,249) - - - - - (9,249)
Capitalisation issue BARILET 6,000 (6,000) - - - - _ _
Acquisition of equity interests WER M A RIRE
in subsidiaries - - (41,000) - - - - (41,000)
At 31 December 2017 R-Z—+F+-f=1-H 8,000 57,751 (1,000) 5,670 (825) 11,290 (2,802) 78,084

SHEN YOU HOLDINGS LIMITED / 2018 ANNUAL REPORT



Consolidated Statement of Changes in Equity (Continued)
REakmEEk (8

Year ended 31 December 2018

HE-F-N\F+=A=+—ALFE

Available-for
-sale
Statutory investment  Exchange
Share Share Merger surplus revaluation fluctuation Accumulated Total
capital  premium reserve reserve reserve reserve losses equity
it
AE  HERE B
RE  ROEE AHRE RREE  ERRE  KBRRE  RHEE  ERAE
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000
TARL TARL TARL TARL THARL TARL ThRL TARL
fnote23)  [note23)  (note24)  (note 24)
(Wit23)  (Wit23)  (Wi24)  (Kzt24)
At 31 December 2017 RZE—tF+ZA=1-H 8,000 57,751 (1,000) 5,670 (825) 11,290 (2,802) 78,084
Effect of adoption of HKFRS 9 BB RS ER
(note 2.2) FORMTE (HE22) - = - - 825 - (1,110) (285)
At 1 January 2018 (restated) R=E-N\E-A—-A
(&E31) 8,000 57,751 (1,000) 5,670 - 11,290 (3912) 71,799
Loss for the year AEER - - - - - - (10,855)  (10,855)
Other comprehensive loss AFEEHPEER
for the year:
Exchange differences on HEBNEBNELZS
translation of foreign
operations - - - - - (3,838) - (3,838)
Total comprehensive loss TEREBELE
for the year - - - - - (3,838) (10,855) (14,693)
At 31 December 2018 RZE-\$+-A=+-H 8000 57,751 (1,000¢  5,670% -+ 7452¢  (14,767)* 63,106
* These reserve accounts comprise the consolidated reserves of HK$55,106,000 * ZERBEREREN-_ZE—N\F+-A=1+—HH

(2017: HK$70,084,000) in the consolidated statement of financial position as at

31 December 2018.

iR e IR R WK 4R & (%1% 55,106,000 8 T (= F
—-+4 : 70,084,000 7T) °
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Consolidated Statement of Cash Flows

/\\/\ Eﬁ,\/;}zﬁ,%%

Year ended 31 December 2018 EZ—F

=NEEr= A= —(EleSTEE

2018 2017
—E-N\F —E—+F
Notes HK$'000 HK$'000
k=3 F#&T FHET
CASH FLOWS FROM OPERATING RESTEFTE e
ACTIVIMIES!
Loss before tax BT A& R (12,406) (12,478)
Adjustments for: FHE
Finance costs BbE A A 7 886 2,291
Bank interest income RITHBUA 5 (12) =
Fair value gains, net: AAEEE  JFR
Financial asset at FVPL BASERABRR
TREE 5 (158) =
Depreciation E 13 668 307
Recognition of prepaid lease BREFENEERIE
payments for buildings 17 486 330
Losses/(gains) on disposal of items HEWE - BE REEHEE
of property, plant and equipment ZEE () 6 603 (20)
Impairment of trade receivables B B TERE 16 499 130
Impairment of non-financial assets FemEERE 13,17 913 =
(8,521) (9,440)
(Increase)/decrease in inventories FE i‘)]l])/ﬁc/]\ (5,423) 516
Decrease/(increase) in trade JEWRZZ Sk iEm (18 n)
receivables 6,289 (10,207)
Decrease/(increase) in prepayments, TEFOE « EfbENEIE R
other receivables and other assets E{ﬁzéé}}i/l > /(3 40) 6,816 (3,077)
(Decrease)/increase in trade payables  FE{S 32 52018 G 4>) /10 (3,863) 39
(Decreasel)/increase in other payables E{@}fjﬁ IR EAER
and accruals CRi) /1 (8,905) 6,874
Cash used in operations KRR S (13,607) (15,295)
Interest received BUF B 12 -
Hong Kong profits tax paid ERBEAFEH (988) =
PRC taxes paid BT BRI (21) (74)
Net cash flows used in KEEBFAERSRE TR
operating activities (14,604) (15,369)
CASH FLOWS FROM INVESTING RETHFEBRESRE
ACTIVITIES
Purchases of items of property, BEVE  BENMXREHEB
plant and equipment (7,543) (1,253)
Addition to prepaid lease payments EFRMNEEE A
for buildings (382) (679)
Proceeds from disposal of items of HEWE  BENMKEER
property, plant and equipment REEIeE 192 77
Advance to a related company b i) /N - (36,608)
Repayments from a related company BBt A TEX - 61,740
Decrease in pledged deposits EIRTF O™ 9,000 -
Loans to a vendor mEEEER (4,630) S
Net cash flows (used in)/from BEZE (TR Bz
investing activities REREFRE (3,363) 23,277
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Consolidated Statement of Cash Flows (Continued)

ERTRERE

Year ended 31 December 2018 #HZE_—F—/\FE+_A=+—HILFZF

2018 20007/
—E-N\F —ET—+F
Note HK$'000 HK$'000
k3 F#&T FHET
Net cash flows (used in)/from e EE RIREES (FTA),/
operating and investing activities FrisR&meEF8 (17,967) 7,908
CASH FLOWS FROM FINANCING RETBHIERERE
ACTIVITIES
Proceeds from issue of shares R&AD BE1TRT 1S 318 - 75,000
Share issue expenses IR BEITHRX = (9,249)
New bank loans FIBIRITE R 49,240 62,054
Repayments of bank loans EEFTER (56,650) (71,379)
Interest paid AR (886) (2,291)
Net cash flows (used in)/from financing BIE/EE (FTA)  FiEIRERE
activities FEE (8,296) 54,135
NET (DECREASE)/INCREASE INCASH BE&RREZEY (BL)
AND CASH EQUIVALENTS bioyiipeeEc] (26,263) 62,043
Cash and cash equivalents at FYRE MRS EEY
beginning of year 57,920 (4,218)
Effect of foreign exchange rate EXRSEHHTE TR
changes, net (719) 95
CASH AND CASH EQUIVALENTS FRBEERBESEEY
AT END OF YEAR 30,938 57,920
ANALYSIS OF BALANCES OF CASH ReRBESEEYERZIWN
AND CASH EQUIVALENTS
Cash and bank balances e RIRTTHES 18 30,938 57,920
Cash and cash equivalents HIA ZV?AEM‘XHK/R%%&
as stated in the consolidated meEReRERZBER
statement of financial position and BEEEY
consolidated statement of cash flows 30,938 57,920
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Notes to Financial Statements
B SRR B R

31 Deeemlocr 2008 === /N\ér=/5=7—/5

1. CORPORATE AND GROUP INFORMATION

The Company was incorporated as an exempted company
with limited liability in the Cayman Islands under the
Companies Law (as revised) of the Cayman Islands on 18
August 2016. The registered office address of the Company
is Clifton House, 75 Fort Street, P.O. Box 1350, Grand
Cayman KY1-1108, Cayman Islands.

The Company is an investment holding company. During the
year, the Company’s subsidiaries were principally engaged in
the manufacture and trading of high performance sewing
threads and broad categories of garment accessories.

In the opinion of the directors, the ultimate holding company
of the Group is Three Gates Investment Limited, which was
incorporated in the British Virgin Islands (“BVI") with limited
liability and is controlled by Mr. Wong Kwok Wai, Albert (“Mr.
Wong").

As at the date of this report, the Company has direct and
indirect interests in its subsidiaries, all of which are private
limited liability companies (or, if incorporated outside Hong
Kong, have substantially similar characteristics to a private
company incorporated in Hong Kong), the particulars of which
are set out below:

Place of

Nominal value of

ARREEER

RABRZZE—ARENATN\BIREHA
SHEREDE(RIER]) ERS ST
i BERRER AR - M SEE
HAClifton House, 75 Fort Street, P.O.Box
1350, Grand Cayman KY1-1108,
Cayman Islands °

ARFARERBAT - ARFHER
AENEERFEEENRTEABE
WRAEERES -

EERBAKSERKIERRF BAThree
Gates Investment Limited * Ty R B ER
ZHE(EBRZHS D EMKINE
RAR) - AERELEE(ELEDES -

RAREAH  ARBHEBEMB AT
MBERSHEZED  REHNBRARHEA
FLEBR DB (SR EERINE M A
M EERBEEMALAERF ZK
BURLUEE) - BT

Percentage of
equity attributable

to th
incorporation/ issued ordinary/ o the Company
registration paid-up/registered FARBERBEDL o .
Name and operations share capital Direct Indirect Principal activities
FEM AR S BRITEE/
8 RSE BR/EmBRAEE HE B FEER
Strat Tech Holdings Limited * BVI US$1 100% - Investment holding
RBRELES 1%7T KEER
Shen You (China) Limited Hong Kong HK$10,000,000 100% - Investment holding
BE(RE)ERAE o 10,000,000 % 7T REER
Tseyu International Trading Hong Kong HK$5,000,000 - 100% Trading of sewing threads
Company Limited ** and broad categories of
(“Tseyu") garment accessories
EHERESHERAF ** o 5,000,000/ 7T BEA AR AR PR R

(T=#])
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Notes to Financial Statements (Continued)

M Hs R T ()

31 December 2018 —ZE—)\FE+_-_H=1+—H

1. CORPORATE AND GROUP INFORMATION 1. QARAREEEH (&)

(Continued)

Percentage of
Place of Nominal value of eg:ntt:ea::t‘:lr:u;ble
incorporation/ issued ordinary/ .
registration paid-up/registered FRARGREEDL o .
Name and operations share capital Direct Indirect Principal activities
EMRYL, BRITEE/
8 RSE B/ EmEAREE HE Mg FEEH
Newchamp Industries Limited ** Hong Kong HK$30,000,000 - 100% Trading of sewing threads
("Newchamp”)
HREERRAR &t 30,000,000 7T BOBRES
([#rp% D)

Cheerful Keen Limited * BVI US$1 - 100% Trading of sewing threads
and broad categories of
garment accessories

EERBRAA REERES (B HAENEERE
HWHES

Guangzhou Xinhua Thread People's Republic of HK$56,250,000 - 100% Manufacture and trading

Company Limited***

China (the “PRC")/

("Guangzhou Xinhua") Mainland China
BINFERERRAR *** HEARKEME 56,250,000 7 7T
(TEMEE]) (TwElD,/
HEI A3
ROREME(LE)BRAF *** PRC/Mainland China HK$5,000,000
(“Shen You Chenxin”)
RERSCE(LE)BRAR > RE /HENH 5,000,000 7T
([AERZE])
MMFTIR R EER A A PRC/Mainland China RMB500,000
R E, R E A ARH500,0007T
* No audited financial statements have been prepared for the companies

since the dates of their respective incorporation as these companies are

either not subject to statutory audit requirements under the relevant

rules and regulations in their jurisdictions of incorporation or have not

been involved in any significant business transactions.

*x The statutory financial statements of these entities prepared under
HKFRSs were audited by Ernst & Young, certified public accountants

registered in Hong Kong.

***  Registered as wholly-foreign-owned enterprises under PRC law.

of sewing threads and
broad categories of
garment accessories

BYBAMEERE

- 100% Investment holding
REZR

- 100% Trading of sewing threads

and broad categories of
garment accessories

BOSNEERESHHES

REZERBBRETEMRLAEREE
[ BB AR B BOR R M E DA EBRRE
MARGLEERMBRERR S WAL M Z
SR AR EGTMAR L B BAR TR 75
B o

i

H?&ﬁE}

#H

o ZEERRBETENBMS ERRRNETE
Bp ez e R R S T
PrEEt% o

o RETREREMANMEBEERE -
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31 December 2018
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2.1 BASIS OF PREPARATION

These 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 disclosure
requirements of the Hong Kong Companies Ordinance. They
have been prepared under the historical cost convention,
except for financial asset at FVPL which has been measured
at fair value. These financial statements are presented in
Hong Kong dollars and all values are rounded to the nearest
thousand except when otherwise indicated.

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2018. A subsidiary is an entity (including a structured entity),
directly or indirectly, controlled by the Company. Control is
achieved when the Group is exposed, or has rights, to
variable returns from its involvement with the investee and
has the ability to affect those returns through its power over
the investee (i.e., existing rights that give the Group the
current ability to direct the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in

assessing whether it has power over an investee, including:

(@) the contractual arrangement with the other vote holders
of the investee;

(b)  rights arising from other contractual arrangements; and

(c)  the Group’s voting rights and potential voting rights.
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Notes to Financial Statements (Continued)
ISR R MR (48)
& DEEEr A8 == NeE = =r—8

2.1 BASIS OF PREPARATION (Continued) 2.1 mBEE(E)

Basis of consolidation (Continued)

The financial statements of the subsidiaries are prepared for
the same reporting period as the Company, using consistent
accounting policies. The results of subsidiaries are
consolidated from the date on which the Group obtains
control, and continue to be consolidated until the date that
such control ceases.

Profit or loss and each component of other comprehensive
income are attributed to the owners of the parent of the
Group and to the non-controlling interests, even if this results
in the non-controlling interests having a deficit balance. All
intra-group assets and liabilities, equity, income, expenses
and cash flows relating to transactions between members of
the Group are eliminated in full on consolidation.

The Group reassesses whether or not it controls an investee
if facts and circumstances indicate that there are changes to
one or more of the three elements of control described
above. A change in the ownership interest of a subsidiary,
without a loss of control, is accounted for as an equity
transaction.

If the Group loses control over a subsidiary, it derecognises (i)
the assets (including goodwill) and liabilities of the subsidiary,
(ii) the carrying amount of any non-controlling interest and (iii)
the cumulative translation differences recorded in equity; and
recognises (i) the fair value of the consideration received, (ii)
the fair value of any investment retained and (iii) any resulting
surplus or deficit in profit or loss. The Group's share of
components previously recognised in other comprehensive
income is reclassified to profit or loss or retained profits, as
appropriate, on the same basis as would be required if the
Group had directly disposed of the related assets or liabilities.

REEE (H)

BB~ Bl AR B AR A B — B & AT BRER
REFA - RERENMBEREK - HBQ
AR A B AR BIRGEHHE 2 B LR
BAR URHESREARESHRESE
RIFEHEABIE -

BakEte2mEANSEXLLEH
BRASEG QA EA A RIFERE
% BESSRICFERESEHRIES
Bt - BEAAKBEK B ARIBER S M
BEERNEERARE #xE KA H
SARBRERENGFA ARRRBIEH -

MEENMERBER L =AEHE =N
—HEHZELRE  AEEGEMT
[BAGEEEFREHR - WERKEE
HENMEARRARERE S AES
L UN:

MAEBREMB AR EGE  BlE
BILHER : (1 ZHBRARNEE (BES
B)RAME - () EFFHERE R ARE(E
Ko (i) st A O RETIE N Z5R - W HER
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Notes to Financial Statements (Continued)
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2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES

22 EBEERRRESS

ZN QLI PN ER R E St 2 U
Ha] MR BB BRELER -

The Group has adopted the following new and revised
HKFRSs for the first time for the current year’'s financial

statements.

Amendments to

Classification and Measurement of Share-

BRMBREEN RONVAXZH7ER

HKFRS 2 based Payment Transactions F2RUETTR) FHE
Amendments to Applying HKFRS 9 Financial Instruments EBUBEHREED EHD B FHEER
HKFRS 4 with HKFRS 4 Insurance Contracts FARERTIR) FIREMIAR
BB B HEER
FaHREEA
HKFRS 9 Financial Instruments BB HEED 2HTA
F95
HKFRS 15 Revenue from Contracts with Customers EBUBHREED KEEFAAMNZE

Amendments to

Clarifications to HKFRS 15 Revenue from

1558
BEUBIRE R BEGFHEESR
FIHUBRIAN) FI5HFKEEF

HKFRS 15 Contracts with Customers
BRI a2 0)FE
Amendments to Transfers of Investment Property En e EL| BEREYE
HKAS 40 £ 405 (BRI )
HK(IFRIC)-Int 22 Foreign Currency Transactions and 5 (BEBRMERE INEXZRAENTHE
Advance Consideration REBZEY)
—REE225%
Annual Improvements  Amendments to HKFRS 1 and HKAS 28 —EFER BB RS ER
2014-2016 Cycle —T-NF F1RRFEST
BEF RN R 28 R IER]

Other than as explained below regarding the impact of
HKFRS 9, HKFRS 15 and Amendments to HKFRS 15, the
adoption of the above new and revised standards has had no
significant financial effect on the financial statements of the
Group.

(a) HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and Measurement
for annual periods beginning on or after 1 January 2018,
bringing together all three aspects of the accounting for
financial instruments: classification and measurement,
impairment and hedge accounting. The adoption of the
hedge accounting requirements of HKFRS 9 has had no
impact on the Group's financial statements as the
Group does not have any hedging instruments.
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Notes to Financial Statements (Continued)

B 5 2= P T (48 )
31 December 2018 =—ZF—/\F+=A=+—H

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(a) (continued)

The Group has recognised the transition adjustments
against the applicable opening balances in equity at 1
January 2018. Therefore, the comparative information
was not restated and continues to be reported under
HKAS 39.

Classification and measurement

The following information sets out the impacts of
adopting HKFRS 9 on the statement of financial
position, including the effect of replacing HKAS 39's
incurred credit loss calculations with HKFRS 9's
expected credit losses ("ECLs").

Upon the adoption of HKFRS 9, the Group reclassified
its available-for-sale investment to financial asset at
FVPL and reclassified the cumulative unrealised loss
arising from the changes in fair value of the available-
for-sale financial asset before the adoption of HKFRS 9
of HK$825,000 from “available-for-sale investment
revaluation reserve” to “accumulated losses”. Financial
assets classified as loans and receivables under HKAS
39 were reclassified as financial assets at amortised
cost under HKFRS 9. No impact of classification and
measurement of financial liabilities was noted as at 1
January 2018.

Impairment

The Group has re-measured its opening impairment
allowances for trade receivables under HKAS 39 from
HK$112,000 to HK$427,000 of ECL allowances under
HKFRS 9 as at 1 January 2018, which resulted in an
increase of HK$285,000 in accumulated losses and an
increase of HK$30,000 in deferred tax assets.

22 EBERRBESS (F)

(a)

()

AEEERR _F—N\F—HA—H
2R s A R R B
B AW ESINLERER Wi
BIREEBEFERFIRER -

DEREE

I TEMBIIRABT BT EREZE
AFIRMHPUBRARNTE - &
AT B B S RIS 9FRATE
HEEBR(AHREEEED IR
ZEEERERNTELE
EEBRENTE -

RERMEB AU G RELENFIR
% AEBBATHREEREEN
SEERAAEFABRNERE
E - WHHEAB BT BHREERE
AL ESREENARE
BERELENEGAEZIABA
825,000 A [AIHEERES
HEE ETOEE [ 25EEB] -
BRERESSFEANFEINRHEA
ERRBERZRIENSREEDIRE
BB HREERBIRHEEND
HRIEEEXNATENESREE -
RZFBE—N\F—AF—H A£EL
FIRIEU BB ERFEN

=71
R

A

R-ZZE-NF—HA—R AKED
BERELGTEREIRET
B FE W R 5 5K I8 B 90 R (E B R
112,000 B TEFHERTBYH
BELNESRBETHEBEES
18R B 427,000 7T - BUEL RETE
18 71 285,000 % 7T RIEE T IR E
E - 7+30,000% 7T ©
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Notes to Financial Statements (Continued)
RS m R ()

31 December 2018

=3 esaps Fl=ae =)

2.2 CHANGES IN ACCOUNTING POLICIES AND
DISCLOSURES (Continued)

(b)

HKFRS 15 and its amendments replace HKAS 11
Construction Contracts, HKAS 18 Revenue and related
interpretations and it applies, with limited exceptions, to
all revenue arising from contracts with customers.
HKFRS 15 establishes a new five-step model to account
for revenue arising from contracts with customers.
Under HKFRS 15, revenue is recognised at an amount
that reflects the consideration to which an entity
expects to be entitled in exchange for transferring
goods or services to a customer. The principles in
HKFRS 15 provide a more structured approach for
measuring and recognising revenue. The standard also
introduces extensive qualitative and quantitative
disclosure requirements, including disaggregation of
total revenue, information about performance
obligations, changes in contract asset and liability
account balances between periods and key judgements
and estimates. The disclosures are included in notes 3
and 5 to the financial statements. As a result of the
application of HKFRS 15, the Group has changed the
accounting policy with respect to revenue recognition in
note 2.4 to the financial statements.

The Group has adopted HKFRS 15 using the modified
retrospective method of adoption. Under this method,
the standard can be applied either to all contracts at the
date of initial application or only to contracts that are not
completed at this date. The Group has elected to apply
the standard to contracts that are not completed as at 1
January 2018. Upon the adoption of HKFRS 15, the
Group reclassified the advanced payments from
customers to “Contract liabilities” within the account
“Other payables and accruals”, which were reclassified
as "Advances from customers” within the account
“Other payables and accruals”. The amendments have
had no other impact on the financial position or
performance of the Group.
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Notes to Financial Statements (Continued)
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31 December 2018
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG
KONG FINANCIAL REPORTING STANDARDS

The Group has not applied the following new and revised
HKFRSs that have been issued but are not yet effective, in
these financial statements.

Amendments to
HKFRS 3

Amendments to
HKFRS 9

Amendments to
HKFRS 10 and
HKAS 28 (2011)

HKFRS 16

HKFRS 17

Amendments to

HKAS 1 and HKAS 8

Amendments to
HKAS 19

Amendments to
HKAS 28

HK(IFRIC)-Int 23

Annual Improvements
2015-2017 Cycle

Definition of a Business?

Prepayment Features with Negative
Compensation’

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

Leases’

Insurance Contracts®

Definition of MateriaF

Plan Amendment, Curtailment or
Settlement’

Long-term Interests in Associates and Joint

Ventures’
Uncertainty over Income Tax Treatments’

Amendments to HKFRS 3, HKFRS 11,
HKAS 12 and HKAS 23"

! Effective for annual periods beginning on or after 1 January 2019

g Effective for annual periods beginning on or after 1 January 2020
s Effective for annual periods beginning on or after 1 January 2021
4 No mandatory effective date yet determined but available for adoption

Other than explained below regarding the impact of HKFRS
16, the Group expects that the adoption of the above new
and revised standards will have no significant impact on these

financial statements.
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Notes to Financial Statements (Continued)
RS m R ()
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG 23 EEMEERERZERTBR

KONG FINANCIAL REPORTING STANDARDS
(Continued)

HKFRS 16 replaces HKAS 17 Leases, HK(IFRIC)-Int 4
Determining whether an Arrangement contains a Lease,
HK(SIC)-Int 15 Operating Leases — Incentives and HK(SIC)-
Int 27 Evaluating the Substance of Transactions Involving the
Legal Form of a Lease. The standard sets out the principles
for the recognition, measurement, presentation and
disclosure of leases and requires lessees to recognise assets
and liabilities for most leases. The standard includes two
elective recognition exemptions for lessees — leases of low-
value assets and short-term leases. At the commencement
date of a lease, a lessee will recognise a liability to make
lease payments (i.e., the lease liability) and an asset
representing the right to use the underlying asset during the
lease term (i.e., the right-of-use asset). The right-of-use asset
is subsequently measured at cost less accumulated
depreciation and any impairment losses unless the right-of-
use asset meets the definition of investment property in
HKAS 40, or relates to a class of property, plant and
equipment to which the revaluation model is applied. The
lease liability is subsequently increased to reflect the interest
on the lease liability and reduced for the lease payments.
Lessees will be required to separately recognise the interest
expense on the lease liability and the depreciation expense
on the right-of-use asset. Lessees will also be required to
remeasure the lease liability upon the occurrence of certain
events, such as change in the lease term and change in
future lease payments resulting from a change in an index or
rate used to determine those payments. Lessees will
generally recognise the amount of the remeasurement of the
lease liability as an adjustment to the right-of-use asset.
Lessor accounting under HKFRS 16 is substantially
unchanged from the accounting under HKAS 17. Lessors will
continue to classify all leases using the same classification
principle as in HKAS 17 and distinguish between operating
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Notes to Financial Statements (Continued)
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2.3 ISSUED BUT NOT YET EFFECTIVE HONG 23 EHEMEERERZERTBR

KONG FINANCIAL REPORTING STANDARDS
(Continued)

leases and finance leases. HKFRS 16 requires lessees and
lessors to make more extensive disclosures than under HKAS
17. Lessees can choose to apply the standard using either a
full retrospective or a modified retrospective approach. The
Group will adopt HKFRS 16 from 1 January 2019. The Group
plans to adopt the transitional provisions in HKFRS 16 to
recognise the cumulative effect of initial adoption as an
adjustment to the opening balance of retained earnings at 1
January 2019 and will not restate the comparatives. In
addition, the Group plans to apply the new requirements to
contracts that were previously identified as leases applying
HKAS 17 and measure the lease liability at the present value
of the remaining lease payments, discounted using the
Group’s incremental borrowing rate at the date of initial
application. The right-of-use asset will be measured at the
amount of the lease liability, adjusted by the amount of any
prepaid or accrued lease payments relating to the lease
recognised in the statement of financial position immediately
before the date of initial application. The Group plans to use
the exemptions allowed by the standard on lease contracts
whose lease terms end within 12 months as of the date of
initial application. During 2018, the Group has performed a
detailed assessment on the impact of adoption of HKFRS 16.
The Group has estimated that right-of-use assets of
HK$4,384,000 and lease liabilities of HK$5,827,000 will be
recognised at 1 January 2019.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES
Business combinations and goodwill

Business combinations are accounted for using the
acquisition method. The consideration transferred is
measured at the acquisition date fair value which is the sum
of the acquisition date fair values of assets transferred by the
Group, liabilities assumed by the Group to the former owners
of the acquiree and the equity interests issued by the Group
in exchange for control of the acquiree. For each business
combination, the Group elects whether to measure the non-
controlling interests in the acquiree that are present
ownership interests and entitle their holders to a
proportionate share of net assets in the event of liquidation at
fair value or at the proportionate share of the acquiree’s
identifiable net assets. All other components of non-
controlling interests are measured at fair value. Acquisition-
related costs are expensed as incurred.

When the Group acquires a business, it assesses the financial
assets and liabilities assumed for appropriate classification
and designation in accordance with the contractual terms,
economic circumstances and pertinent conditions as at the
acquisition date. This includes the separation of embedded
derivatives in host contracts of the acquiree.

If the business combination is achieved in stages, the
previously held equity interest is remeasured at its acquisition
date fair value and any resulting gain or loss is recognised in
profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Business combinations and goodwill (Continued)

Any contingent consideration to be transferred by the acquirer
is recognised at fair value at the acquisition date. Contingent
consideration classified as an asset or liability is measured at
fair value with changes in fair value recognised in profit or
loss. Contingent consideration that is classified as equity is
not remeasured and subsequent settlement is accounted for
within equity.

Goodwill is initially measured at cost, being the excess of the
aggregate of the consideration transferred, the amount
recognised for non-controlling interests and any fair value of
the Group's previously held equity interests in the acquiree
over the identifiable net assets acquired and liabilities
assumed. If the sum of this consideration and other items is
lower than the fair value of the net assets acquired, the
difference is, after reassessment, recognised in profit or loss
as a gain on bargain purchase.

After initial recognition, goodwill is measured at cost less any
accumulated impairment losses. Goodwill is tested for
impairment annually or more frequently if events or changes
in circumstances indicate that the carrying value may be
impaired. The Group performs its annual impairment test of
goodwill as at 31 December. For the purpose of impairment
testing, goodwill acquired in a business combination is, from
the acquisition date, allocated to each of the Group’s cash-
generating units, or groups of cash-generating units, that are
expected to benefit from the synergies of the combination,
irrespective of whether other assets or liabilities of the Group
are assigned to those units or groups of units.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Business combinations and goodwill (Continued)

Impairment is determined by assessing the recoverable
amount of the cash-generating unit (group of cash-generating
units) to which the goodwill relates. \Where the recoverable
amount of the cash-generating unit (group of cash-generating
units) is less than the carrying amount, an impairment loss is
recognised. An impairment loss recognised for goodwill is not
reversed in a subsequent period.

Where goodwill has been allocated to a cash-generating unit
(or group of cash-generating units) and part of the operation
within that unit is disposed of, the goodwill associated with
the operation disposed of is included in the carrying amount
of the operation when determining the gain or loss on the
disposal. Goodwill disposed of in these circumstances is
measured based on the relative value of the operation
disposed of and the portion of the cash-generating unit
retained.

Fair value measurement

The Group measures its financial asset at FVPL at fair value at
the end of each reporting period. Fair value is the price that
would be received to sell an asset or paid to transfer a liability
in an orderly transaction between market participants at the
measurement date. The fair value measurement is based on
the presumption that the transaction to sell the asset or
transfer the liability takes place either in the principal market
for the asset or liability, or in the absence of a principal
market, in the most advantageous market for the asset or
liability. The principal or the most advantageous market must
be accessible by the Group. The fair value of an asset or a
liability is measured using the assumptions that market
participants would use when pricing the asset or liability,
assuming that market participants act in their economic best
interest.
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Notes to Financial Statements (Continued)

B 5 2= P T (48 )
31 December 2018 =—ZF—/\F+=A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Fair value measurement (Continued)

The Group uses valuation techniques that are appropriate in
the circumstances and for which sufficient data are available
to measure fair value, maximising the use of relevant
observable inputs and minimising the use of unobservable
inputs.

All assets and liabilities for which fair value is measured or
disclosed in the financial statements are categorised within
the fair value hierarchy, described as follows, based on the
lowest level input that is significant to the fair value
measurement as a whole:

Level 1 —  based on quoted prices (unadjusted) in active
markets for identical assets or liabilities

Level 2 —  based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is observable, either
directly or indirectly

Level 3 —  based on valuation techniques for which the
lowest level input that is significant to the fair
value measurement is unobservable

For assets and liabilities that are recognised in the financial
statements on a recurring basis, the Group determines
whether transfers have occurred between levels in the
hierarchy by reassessing categorisation (based on the lowest
level input that is significant to the fair value measurement as
a whole) at the end of each reporting period.
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Notes to Financial Statements (Continued)

B 5= P T (A8 )
31 December 2018 —F—/\F+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of non-financial assets

Where an indication of impairment exists, or when annual
impairment testing for an asset is required (other than
inventories and financial assets), the asset’s recoverable
amount is estimated. An asset’s recoverable amount is the
higher of the asset’'s or cash-generating unit’s value in use
and its fair value less costs of disposal, and is determined for
an individual asset, unless the asset does not generate cash
inflows that are largely independent of those from other
assets or groups of assets, in which case the recoverable
amount is determined for the cash-generating unit to which
the asset belongs.

An impairment loss is recognised only if the carrying amount
of an asset exceeds its recoverable amount. In assessing
value in use, the estimated future cash flows are discounted
to their present value using a pre-tax discount rate that
reflects current market assessments of the time value of
money and the risks specific to the asset. An impairment loss
is charged to profit or loss in the period in which it arises in
those expense categories consistent with the function of the
impaired asset.

An assessment is made at the end of each reporting period
as to whether there is an indication that previously recognised
impairment losses may no longer exist or may have
decreased. If such an indication exists, the recoverable
amount is estimated. A previously recognised impairment
loss of an asset other than goodwill is reversed only if there
has been a change in the estimates used to determine the
recoverable amount of that asset, but not to an amount
higher than the carrying amount that would have been
determined (net of any depreciation/amortisation) had no
impairment loss been recognised for the asset in prior years.
A reversal of such an impairment loss is credited to the
statement of profit or loss in the period in which it arises.
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Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018 —ZE—)\FE+_-_H=1+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties

A party is considered to be related to the Group if:

(a)

or

(b)

the party is a person or a close member of that person’s
family and that person

(i)

(ii)

(iif)

has control or joint control over the Group;

has significant influence over the Group; or

is a member of the key management personnel of
the Group or of a parent of the Group;

the party is an entity where any of the following
conditions applies:

(i)

(iif)

(iv)

(vi)

the entity and the Group are members of the
same group;

one entity is an associate or joint venture of the
other entity (or of a parent, subsidiary or fellow
subsidiary of the other entity);

the entity and the Group are joint ventures of the
same third party;

one entity is a joint venture of a third entity and
the other entity is an associate of the third entity;

the entity is a post-employment benefit plan for
the benefit of employees of either the Group or an
entity related to the Group;

the entity is controlled or jointly controlled by a
person identified in (a);
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Notes to Financial Statements (Continued)

B 5= P T (A8 )
31 December 2018 —F—/\F+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Related parties (Continued)
(b)  (Continued)

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

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

Property, plant and equipment and depreciation

Property, plant and equipment, other than construction in
progress, are stated at cost less accumulated depreciation
and any impairment losses. The cost of an item of property,
plant and equipment comprises its purchase price and any
directly attributable costs of bringing the asset to its working
condition and location for its intended use.

Expenditure incurred after items of property, plant and
equipment have been put into operation, such as repairs and
maintenance, is normally charged to the statement of profit
or loss in the period in which it is incurred. In situations
where the recognition criteria are satisfied, the expenditure
for a major inspection is capitalised in the carrying amount of
the asset as a replacement. Where significant parts of
property, plant and equipment are required to be replaced at
intervals, the Group recognises such parts as individual
assets with specific useful lives and depreciates them
accordingly.
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Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018 —ZE—)\FE+_-_H=1+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Property, plant and equipment and depreciation
(continued)

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to

MK - BERRERTE (&)

WEDRBRME - BB MRE 2G5
AERER  MEREASERAMEE

its residual value over its estimated useful life. The principal FABESE - EFERAZETEFEFX
annual rates used for this purpose are as follows: W s 8

Production machinery 10% to 20% A E R, 10% £20%
Office equipment 20% to 30% RN 20% = 30%
Leasehold improvements 20% HENER 20%
Vehicles 20% to 30% JAE 20% Z30%
Where parts of an item of property, plant and equipment have HM%E - - MELZEBE XL BT E

different useful lives, the cost of that item is allocated on a
reasonable basis among the parts and each part is
depreciated separately. Residual values, useful lives and the
depreciation method are reviewed, and adjusted if
appropriate, at least at each financial year end.

An item of property, plant and equipment including any
significant part initially recognised is derecognised upon
disposal or when no future economic benefits are expected
from its use or disposal. Any gain or loss on disposal or
retirement recognised in the statement of profit or loss in the
year the asset is derecognised is the difference between the
net sales proceeds and the carrying amount of the relevant
asset.

Construction in progress represents plants and machinery
under construction, which are stated at cost less any
impairment losses, and are not depreciated. Cost comprises
the direct costs of construction. Construction in progress is
reclassified to the appropriate category of property, plant and
equipment when completed and ready for use.
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Notes to Financial Statements (Continued)

B 5= P T (A8 )
31 December 2018 —F—/\F+=-A=+—H

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Operating leases

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted for
as operating leases. Where the Group is the lessor, assets
leased by the Group under operating leases are credited to
the statement of profit or loss on the straight line basis over
the lease term. Where the Group is the lessee, rentals
payable under operating leases net of any incentives received
from the lessor are charged to the statement of profit or loss
on the straight-line basis over the lease terms. Prepaid lease
payments for buildings under operating leases are initially
stated at cost and subsequently recognised on the straight-
line basis over the lease terms.

Finance leases

Leases that transfer substantially all the rewards and risks of
ownership of assets to the Group, other than legal title, are
accounted for as finance leases. At the inception of a finance
lease, the cost of the leased asset is capitalised at the
present value of the minimum lease payments and recorded
together with the obligation, excluding the interest element,
to reflect the purchase and financing. Assets held under
capitalised finance leases, including prepaid land lease
payments under finance leases, are included in property,
plant and equipment, and depreciated over the shorter of the
lease terms and the estimated useful lives of the assets. The
finance costs of such leases are charged to the statement of
profit or loss so as to provide a constant periodic rate of
charge over the lease terms.
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Notes to Financial Statements (Continued)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as
subsequently measured at amortised cost, fair value through
other comprehensive income, and fair value through profit or
loss. The Group's financial assets include trade receivables,
financial assets included in prepayments, other receivables
and other assets, financial asset at FVPL and cash and cash
equivalents.

The classification of financial assets at initial recognition
depends on the financial asset’'s contractual cash flow
characteristics and the Group’s business model for managing
them. With the exception of trade receivables that do not
contain a significant financing component or for which the
Group has applied the practical expedient of not adjusting the
effect of a significant financing component, the Group initially
measures a financial asset at its fair value, plus in the case of
a financial asset not at fair value through profit or loss,
transaction costs. Trade receivables that do not contain a
significant financing component or for which the Group has
applied the practical expedient are measured at the
transaction price determined under HKFRS 15 in accordance
with the policies set out for “Revenue recognition (applicable
from 1 January 2018)" below.

In order for a financial asset to be classified and measured at
amortised cost or fair value through other comprehensive
income, it needs to give rise to cash flows that are solely
payments of principal and interest (“SPPI"”) on the principal
amount outstanding.

The Group's business model for managing financial assets
refers to how it manages its financial assets in order to
generate cash flows. The business model determines
whether cash flows will result from collecting contractual
cash flows, selling the financial assets, or both.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(Continued)

Initial recognition and measurement (Continued)

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

Subsequent measurement

The subsequent measurement of financial assets depends on
their classification as follows:

Financial assets at amortised cost

The Group measures financial assets at amortised cost if both
of the following conditions are met:

o The financial asset is held within a business model with
the objective to hold financial assets in order to collect
contractual cash flows.

o The contractual terms of the financial asset give rise on
specified dates to cash flows that are solely payments
of principal and interest on the principal amount
outstanding.

Financial assets at amortised cost are subsequently measured
using the effective interest method and are subject to
impairment. Gains and losses are recognised in the statement
of profit or loss when the asset is derecognised, modified or
impaired.
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Notes to Financial Statements (Continued)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Investments and other financial assets (policies
under HKFRS 9 applicable from 1 January 2018)
(continued)

Subsequent measurement (continued)
Financial assets at FVPL

Financial assets at FVPL include financial assets held for
trading, financial assets designated upon initial recognition at
fair value through profit or loss, or financial assets mandatorily
required to be measured at fair value. Financial assets are
classified as held for trading if they are acquired for the
purpose of selling or repurchasing in the near term.
Derivatives, including separated embedded derivatives, are
also classified as held for trading unless they are designated
as effective hedging instruments. Financial assets with cash
flows that are not solely payments of principal and interest
are classified and measured at fair value through profit or
loss, irrespective of the business model.

Financial assets at fair value through profit or loss are carried
in the statement of financial position at fair value with net
changes in fair value recognised in the statement of profit or
loss.

This category includes a life insurance policy which the Group
had not irrevocably elected to classify at fair value through
other comprehensive income.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)

Initial recognition and measurement

Financial assets are classified, at initial recognition, as loans
and receivables and available-for-sale financial investments,
as appropriate. When financial assets are recognised initially,
they are measured at fair value plus transaction costs that are
attributable to the acquisition of the financial assets.

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

Subsequent measurement

The subsequent measurement of financial assets depends on
their classification as follows:

Loans and receivables

Loans and receivables are non-derivative financial assets with
fixed or determinable payments that are not quoted in an
active market. After initial measurement, such assets are
subsequently measured at amortised cost using the effective
interest rate method less any allowance for impairment.
Amortised cost is calculated by taking into account any
discount or premium on acquisition and includes fees or costs
that are an integral part of the effective interest rate. The
effective interest rate amortisation is included in other income
and gains in the consolidated statement of profit or loss. The
loss arising from impairment is recognised in the statement
of profit or loss in other expenses.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Investments and other financial assets (policies
under HKAS 39 applicable before 1 January 2018)
(continued)

Subsequent measurement (continued)
Available-for-sale financial investments

The Group’s available-for-sale financial investment is a non-
derivative financial asset in a life insurance policy.

After initial recognition, available-for-sale financial investments
are subsequently measured at fair value, with unrealised
gains or losses recognised as other comprehensive income in
the available-for-sale investment revaluation reserve until the
investment is derecognised, at which time the cumulative
gain or loss is recognised in the statement of profit or loss in
other income or other expenses, or until the investment is
determined to be impaired, when the cumulative gain or loss
is reclassified from the available-for-sale investment
revaluation reserve to the statement of profit or loss in other
gains or other losses. Interest earned whilst holding the
available-for-sale financial investments is reported as interest
income and is recognised in the statement of profit or loss as
other income in accordance with the policies set out for
“Revenue recognition (applicable before 1 January 2018)"
below.

The Group evaluates whether the ability and intention to sell
its available-for-sale financial assets in the near term are still
appropriate. When, in rare circumstances, the Group is unable
to trade these financial assets due to inactive markets, the
Group may elect to reclassify these financial assets if
management has the ability and intention to hold the assets
for the foreseeable future or until maturity.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Investments and other financial assets (policies

under HKAS 39 applicable before 1 January 2018)

(continued)
Subsequent measurement (continued)

Available-for-sale financial investments (continued)

For a financial asset reclassified from the available-for-sale
category, the fair value carrying amount at the date of
reclassification becomes its new amortised cost and any
previous gain or loss on that asset that has been recognised
in equity is amortised to profit or loss over the remaining life
of the investment using the effective interest rate. Any
difference between the new amortised cost and the maturity
amount is also amortised over the remaining life of the asset
using the effective interest rate. If the asset is subsequently
determined to be impaired, then the amount recorded in

equity is reclassified to the statement of profit or loss.

Derecognition of financial assets (policies under
HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 before 1 January 2018)

A financial asset (or, where applicable, a part of a financial
asset or part of a group of similar financial assets) is primarily
derecognised (i.e., removed from the Group’s consolidated

statement of financial position) when:

° the rights to receive cash flows from the asset have

expired; or

o the Group has transferred its rights to receive cash
flows from the asset or has assumed an obligation to
pay the received cash flows in full without material
delay to a third party under a “pass-through”
arrangement; and either (a) the Group has transferred
substantially all the risks and rewards of the asset, or (b)
the Group has neither transferred nor retained
substantially all the risks and rewards of the asset, but

has transferred control of the asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Derecognition of financial assets (policies under
HKFRS 9 applicable from 1 January 2018 and
policies under HKAS 39 before 1 January 2018)
(Continued)

When the Group has transferred its rights to receive cash
flows from an asset or has entered into a pass-through
arrangement, it evaluates if, and to what extent, it has
retained the risk and rewards of ownership of the asset.
When it has neither transferred nor retained substantially all
the risks and rewards of the asset nor transferred control of
the asset, the Group continues to recognise the transferred
asset to the extent of the Group’s continuing involvement. In
that case, the Group also recognises an associated liability.
The transferred asset and the associated liability are
measured on a basis that reflects the rights and obligations
that the Group has retained.

Continuing involvement that takes the form of a guarantee
over the transferred asset is measured at the lower of the
original carrying amount of the asset and the maximum
amount of consideration that the Group could be required to

repay.

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

The Group recognises an allowance for ECLs for all debt
instruments not held at fair value through profit or loss. ECLs
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

General approach

ECLs are recognised in two stages. For credit exposures for
which there has not been a significant increase in credit risk
since initial recognition, ECLs are provided for credit losses
that result from default events that are possible within the
next 12 months (a 12-month ECL). For those credit exposures
for which there has been a significant increase in credit risk
since initial recognition, a loss allowance is required for credit
losses expected over the remaining life of the exposure,
irrespective of the timing of the default (a lifetime ECL).

At each reporting date, the Group assesses whether the
credit risk on a financial instrument has increased significantly
since initial recognition. When making the assessment, the
Group compares the risk of a default occurring on the
financial instrument as at the reporting date with the risk of a
default occurring on the financial instrument as at the date of
initial recognition and considers reasonable and supportable
information that is available without undue cost or effort,
including historical and forward-looking information.

1 04 SHEN YOU HOLDINGS LIMITED / 2018 ANNUAL REPORT

Notes to Financial Statements (Continued)
RS m R ()

31 Deeemlocr 2008 === /N\ér=/5=7—/5

24 TERETHEMEHE)

THEERE(BE-E—N\F—-A—
ARERANEEMBREENFIN
BN HBGR) ()

—R7AE

BEHEEBRENMERBETER -3
B R @:Iﬂa@ﬁ%igﬂﬂﬁ'ﬂZfﬂfﬂA
s BHMEEEEMRATERARKI12ME
AR2EABREEER) HRAEY
SHETIREE HRNBVISHRBRER
ZRNNEERR  BEEEEBERR
BEHORSRERHEEERE M H
BROEMNIREL (2HEREES
18) -

REREBH - KEERNFGE B NntE
RESBRTANGEERREESREEMN
B - KE.HQIEAi&d:EHH%HEI/E:%Xi
ZEHNRREIEERD LS T A
EZRORBETLE ZIK%%I;T%)?E
BFENH L ENKALL T Al RIF
ZEEAXFHNER  BEBELAE
EEH -



Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018

e\ B =e—[F]

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)

(Continued)

General approach (Continued)

The Group considers a financial asset in default when
contractual payments are 365 days past due. However, in
certain cases, the Group may also consider a financial asset
to be in default when internal or external information indicates
that the Group is unlikely to receive the outstanding
contractual amounts in full before taking into account any
credit enhancements held by the Group. A financial asset is
written off when there is no reasonable expectation of
recovering the contractual cash flows.

Stage 1 —

Stage2 —

Stage3 —

Financial instruments for which credit risk
has not increased significantly since initial
recognition and for which the loss
allowance is measured at an amount equal
to 12-month ECLs

Financial instruments for which credit risk
has increased significantly since initial
recognition but that are not credit-impaired
financial assets and for which the loss
allowance is measured at an amount equal
to lifetime ECLs

Financial assets that are credit-impaired at
the reporting date (but that are not
purchased or originated credit-impaired) and
for which the loss allowance is measured at
an amount equal to lifetime ECLs
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of financial assets (policies under
HKFRS 9 applicable from 1 January 2018)
(Continued)

Simplified approach

For trade receivables and contract assets that do not contain
a significant financing component or when the Group applies
the practical expedient of not adjusting the effect of a
significant financing component, the Group applies the
simplified approach in calculating ECLs. Under the simplified
approach, the Group does not track changes in credit risk, but
instead recognises a loss allowance based on lifetime ECLs
at each reporting date. The Group has established a provision
matrix that is based on its historical credit loss experience,
adjusted for forward-looking factors specific to the debtors
and the economic environment.

For trade receivables and contract assets that contain a
significant financing component and lease receivables, the
Group chooses as its accounting policy to adopt the simplified
approach in calculating ECLs with policies as described
above.

Impairment of financial assets (policies under HKAS
39 applicable before 1 January 2018)

The Group assesses at the end of each reporting period
whether there is objective evidence that a financial asset or a
group of financial assets is impaired. An impairment exists if
one or more events that occurred after the initial recognition
of the asset have an impact on the estimated future cash
flows of the financial asset or the group of financial assets
that can be reliably estimated. Evidence of impairment may
include indications that a debtor or a group of debtors is
experiencing significant financial difficulty, default or
delinquency in interest or principal payments, the probability
that they will enter bankruptcy or other financial
reorganisation and observable data indicating that there is a
measurable decrease in the estimated future cash flows,
such as changes in arrears or economic conditions that
correlate with defaults.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Impairment of financial assets (policies under HKAS
39 applicable before 1 January 2018) (Continued)

Financial assets carried at amortised cost

For financial assets carried at amortised cost, the Group first
assesses whether impairment exists individually for financial
assets that are individually significant, or collectively for
financial assets that are not individually significant. If the
Group determines that no objective evidence of impairment
exists for an individually assessed financial asset, whether
significant or not, it includes the asset in a group of financial
assets with similar credit risk characteristics and collectively
assesses them for impairment. Assets that are individually
assessed for impairment and for which an impairment loss is,
or continues to be, recognised are not included in a collective
assessment of impairment.

The amount of any impairment loss identified is measured as
the difference between the asset’s carrying amount and the
present value of estimated future cash flows (excluding
future credit losses that have not yet been incurred). The
present value of the estimated future cash flows is
discounted at the financial asset’s original effective interest
rate (i.e., the effective interest rate computed at initial
recognition).

The carrying amount of the asset is reduced through the use
of an allowance account and the loss is recognised in the
statement of profit or loss. Interest income continues to be
accrued on the reduced carrying amount using the rate of
interest used to discount the future cash flows for the
purpose of measuring the impairment loss. Loans and
receivables together with any associated allowance are
written off when there is no realistic prospect of future
recovery and all collateral has been realised or has been
transferred to the Group.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Impairment of financial assets (policies under HKAS
39 applicable before 1 January 2018) (Continued)

Financial assets carried at amortised cost (Continued)

If, in a subsequent period, the amount of the estimated
impairment loss increases or decreases because of an event
occurring after the impairment was recognised, the previously
recognised impairment loss is increased or reduced by
adjusting the allowance account. If a write-off is later
recovered, the recovery is credited to other expenses in the
statement of profit or loss.

Available-for-sale financial investments

For available-for-sale financial investments, the Group
assesses at the end of each reporting period whether there is
objective evidence that an investment or a group of
investments is impaired.

If an available-for-sale asset is impaired, an amount
comprising the difference between its cost (net of any
principal payment and amortisation) and its current fair value,
less any impairment loss previously recognised in the
statement of profit or loss, is removed from other
comprehensive income and recognised in the statement of
profit or loss.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Financial liabilities (policies under HKFRS 9
applicable from 1 January 2018 and HKAS 39
applicable before 1 January 2018)

Initial recognition and measurement

The Group's financial liabilities are classified, at initial
recognition, as loans and borrowings or payables, as
appropriate.

All the Group's financial liabilities are recognised initially at fair
value and net of directly attributable transaction costs.

The Group's financial liabilities include trade payables,
financial liabilities included in other payables and accruals and
interest-bearing bank borrowings.

Subsequent measurement

The subsequent measurement of financial liabilities depends
on their classification as follows:

Loans and borrowings

After initial recognition, interest-bearing loans and borrowings
are subsequently measured at amortised cost, using the
effective interest rate method unless the effect of discounting
would be immaterial, in which case they are stated at cost.
Gains and losses are recognised in profit or loss when the
liabilities are derecognised as well as through the effective
interest rate amortisation process.

Amortised cost is calculated by taking into account any
discount or premium on acquisition and fees or costs that are
an integral part of the effective interest rate. The effective
interest rate amortisation is included in finance costs in the
statement of profit or loss.
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Notes to Financial Statements (Continued)
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Derecognition of financial liabilities (policies under
HKFRS 9 applicable from 1 January 2018 and HKAS
39 applicable before 1 January 2018)

A financial liability is derecognised when the obligation under
the liability is discharged or cancelled, or expires.

When an existing financial liability is replaced by another from
the same lender on substantially different terms, or the terms
of an existing liability are substantially modified, such an
exchange or modification is treated as a derecognition of the
original liability and a recognition of a new liability, and the
difference between the respective carrying amounts is
recognised in the statement of profit or loss.

Offsetting of financial instruments (policies under
HKFRS 9 applicable from 1 January 2018 and HKAS
39 applicable before 1 January 2018)

Financial assets and financial liabilities are offset and the net
amount is reported in the statement of financial position if
there is a currently enforceable legal right to offset the
recognised amounts and there is an intention to settle on a
net basis, or to realise the assets and settle the liabilities
simultaneously.

Inventories

Inventories are stated at the lower of cost and net realisable
value. Cost is determined on the weighted average basis and,
in the case of work in progress and finished goods, comprises
direct materials, direct labour and an appropriate proportion of
overheads. Net realisable value is based on estimated selling
prices less any estimated costs to be incurred to completion
and disposal.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (Continued)

Cash and cash equivalents

Cash and cash equivalents For the purpose of the
consolidated statement of cash flows, cash and cash
equivalents comprise cash on hand and demand deposits,
and short term highly liquid investments that are readily
convertible into known amounts of cash, are subject to an
insignificant risk of changes in value, and have a short
maturity of generally within three months when acquired,
less bank overdrafts which are repayable on demand and
form an integral part of the Group’s cash management.

For the purpose of the consolidated statement of financial
position, cash and cash equivalents comprise cash on hand
and at banks, including term deposits, and assets similar in
nature to cash, which are not restricted as to use.

Income tax

Income tax comprises current and deferred tax. Income tax
relating to items recognised outside profit or loss is
recognised outside profit or loss, either in other
comprehensive income or directly in equity.

Current tax assets and liabilities are measured at the amount
expected to be recovered from or paid to the taxation
authorities, based on tax rates (and tax laws) that have been
enacted or substantively enacted by the end of the reporting
period, taking into consideration interpretations and practices
prevailing in the countries/jurisdictions in which the Group
operates.

Deferred tax is provided, using the liability method, on all
temporary differences at the end of the reporting period
between the tax bases of assets and liabilities and their
carrying amounts for financial reporting purposes.

24 TERETHEMEHE)

RERBRESEEY

mAatfRERERME  RelkHAeE
EVERFERSEEHER - URA
EEIRSEESERE AP EESE
BRI B —RERGEF=EA
NEBANEHRRBERE  BHKA
REREEEBRAEERSERTA
RAOFDERITEX °

REAMBIMARME  RELREE
EBYEREREIZREINFERETR
2 (BREREFER) REERRSRUN

Frig®

RS e B IR E R 18 - B pA B e
HNFERR AV TE B AR ET 1S L A FE 2 AN RE
#o R EMEE WA S EEN RSP
TR °

AMBEEERABEDASREHARE
EmAEE LEBORR (LR &
ARAEREERERER RIEEER
MIRITRBRIES - REMAIAREE
R E kA E T R B E

BELERBEAREE R EHREHRD
EEMBEORELEMERRAEN
FREEZMHMA TR ZRA RS -

HEZERERATF /2018 FEHRE

111



Notes to Financial Statements (Continued)

SRR T ()

31 Deeemlocr 2008 === /N\ér=/5=7—/5

2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Income tax (Continued)

Deferred tax liabilities are recognised for all taxable temporary
differences, except:

° when the deferred tax liability arises from the initial
recognition of goodwill or an asset or liability in a
transaction that is not a business combination and, at
the time of the transaction, affects neither the
accounting profit nor taxable profit or loss; and

° in respect of taxable temporary differences associated
with investments in subsidiaries, when the timing of
the reversal of the temporary differences can be
controlled and it is probable that the temporary
differences will not reverse in the foreseeable future.

Deferred tax assets are recognised for all deductible
temporary differences, the carryforward of unused tax credits
and any unused tax losses. Deferred tax assets are
recognised to the extent that it is probable that taxable profit
will be available against which the deductible temporary
differences, the carryforward of unused tax credits and
unused tax losses can be utilised, except:

° when the deferred tax asset relating to the deductible
temporary differences arises from the initial recognition
of an asset or liability in a transaction that is not a
business combination and, at the time of the
transaction, affects neither the accounting profit nor
taxable profit or loss; and

o in respect of deductible temporary differences
associated with investments in subsidiaries, deferred
tax assets are only recognised to the extent that it is
probable that the temporary differences will reverse in
the foreseeable future and taxable profit will be available
against which the temporary differences can be utilised.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Income tax (Continued)

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

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

Deferred tax assets and deferred tax liabilities are offset if
and only if the Group has a legally enforceable right to set off
current tax assets and current tax liabilities and the deferred
tax assets and deferred tax liabilities relate to income taxes
levied by the same taxation authority on either the same
taxable entity or different taxable entities which intend either
to settle current tax liabilities and assets on a net basis, or to
realise the assets and settle the liabilities simultaneously, in
each future period in which significant amounts of deferred
tax liabilities or assets are expected to be settled or
recovered.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Revenue recognition (applicable from 1 January
2018)

Revenue from contracts with customers

Revenue from contracts with customers is recognised when
control of goods or services is transferred to the customers
at an amount that reflects the consideration to which the
Group expects to be entitled in exchange for those goods or
services.

When the consideration in a contract includes a variable
amount, the amount of consideration is estimated to which
the Group will be entitled in exchange for transferring the
goods or services to the customer. The variable consideration
is estimated at contract inception and constrained until it is
highly probable that a significant revenue reversal in the
amount of cumulative revenue recognised will not occur
when the associated uncertainty with the variable
consideration is subsequently resolved.

When the contract contains a financing component which
provides the customer a significant benefit of financing the
transfer of goods or services to the customer for more than
one year, revenue is measured at the present value of the
amount receivable, discounted using the discount rate that
would be reflected in a separate financing transaction
between the Group and the customer at contract inception.
When the contract contains a financing component which
provides the Group a significant financial benefit for more
than one year, revenue recognised under the contract
includes the interest expense accreted on the contract liability
under the effective interest method. For a contract where the
period between the payment by the customer and the
transfer of the promised goods or services is one year or less,
the transaction price is not adjusted for the effects of a
significant financing component, using the practical expedient
in HKFRS 15.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Revenue recognition (applicable from 1 January
2018) (Continued)

Sale of industrial products

Revenue from the sale of industrial products is recognised at
the point in time when control of the asset is transferred to
the customer, generally on delivery of the industrial products.

Revenue from other sources

Rental income is recognised on a time proportion basis over
the lease terms.

Other income

Interest income is recognised on an accrual basis using the
effective interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter period,
when appropriate, to the net carrying amount of the financial
asset.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)

Revenue recognition (applicable before 1 January
2018)

Revenue is recognised when it is probable that the economic
benefits will flow to the Group and when the revenue can be
measured reliably, on the following bases:

(@) from the sale of goods, when the significant risks and
rewards of ownership have been transferred to the
buyer, provided that the Group maintains neither
managerial involvement to the degree usually
associated with ownership, nor effective control over
the goods sold;

(b)  Rental income, on a time proportion basis over the
lease terms; and

(c) interest income, on an accrual basis using the effective
interest method by applying the rate that exactly
discounts the estimated future cash receipts over the
expected life of the financial instrument or a shorter
period, when appropriate, to the net carrying amount of
the financial asset.

Contract assets (applicable from 1 January 2018)

A contract asset is the right to consideration in exchange for
goods or services transferred to the customer. If the Group
performs by transferring goods or services to a customer
before the customer pays consideration or before payment is
due, a contract asset is recognised for the earned
consideration that is conditional.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)

Contract liabilities (applicable from 1 January 2018)

A contract liability is the obligation to transfer goods or
services to a customer for which the Group has received a
consideration (or an amount of consideration that is due) from
the customer. If a customer pays the consideration before
the Group transfers goods or services to the customer, a
contract liability is recognised when the payment is made or
the payment is due (whichever is earlier). Contract liabilities
are recognised as revenue when the Group performs under
the contract.

Employee benefits
Pension schemes

The Group operates a defined contribution Mandatory
Provident Fund retirement benefit scheme (the “MPF
Scheme”) under the Mandatory Provident Fund Schemes
Ordinance for those employees who are eligible to participate
in the MPF Scheme. Contributions are made based on a
percentage of the employees’ basic salaries and are charged
to profit or loss as they become payable in accordance with
the rules of the MPF Scheme. The assets of the MPF
Scheme are held separately from those of the Group in an
independently administered fund. The Group’'s employer
contributions vest fully with the employees when contributed
into the MPF Scheme.

The employees of the Group's subsidiaries which operate in
Mainland China are required to participate in a central pension
scheme operated by the local municipal government. These
subsidiaries are required to contribute a certain percentage of
their payroll costs to the central pension scheme. The
contributions are charged to profit or loss as they become
payable in accordance with the rules of the central pension
scheme.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Borrowing costs

Borrowing costs are expensed in the period in which they are
incurred. Borrowing costs consist of interest and other costs
that the Group incurs in connection with the borrowing of
funds.

Dividends

Final dividends are recognised as a liability when they are
approved by the shareholders in a general meeting. Proposed
final dividends are disclosed in the notes to the financial
statements.

Interim dividends are simultaneously proposed and declared,
because the Company’'s memorandum and articles of
association grant the directors the authority to declare interim
dividends. Consequently, interim dividends are recognised
immediately as a liability when they are proposed and
declared.

Share-based payments

The Company operates a share option scheme for the
purpose of providing incentives and rewards to eligible
participants who contribute to the success of the Group's
operations. Employees (including directors) of the Group
receive remuneration in the form of share-based payments,
whereby employees render services as consideration for
equity instruments (“equity-settled transactions”).

The cost of equity-settled transactions with employees for
grants after 7 November 2002 is measured by reference to
the fair value at the date at which they are granted.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)
Share-based payments (Continued)

The cost of equity-settled transactions is recognised in
employee benefit expense, together with a corresponding
increase in equity, over the period in which the performance
and/or service conditions are fulfilled. The cumulative
expense recognised for equity-settled transactions at the end
of each reporting period until the vesting date reflects the
extent to which the vesting period has expired and the
Group's best estimate of the number of equity instruments
that will ultimately vest. The charge or credit to the statement
of profit or loss for a period represents the movement in the
cumulative expense recognised as at the beginning and end
of that period.

Service and non-market performance conditions are not taken
into account when determining the grant date fair value of
awards, but the likelihood of the conditions being met is
assessed as part of the Group’s best estimate of the number
of equity instruments that will ultimately vest. Market
performance conditions are reflected within the grant date
fair value. Any other conditions attached to an award, but
without an associated service requirement, are considered to
be non-vesting conditions. Non-vesting conditions are
reflected in the fair value of an award and lead to an
immediate expensing of an award unless there are also
service and/or performance conditions.

For awards that do not ultimately vest because non-market
performance and/or service conditions have not been met, no
expense is recognised. Where awards include a market or
non-vesting condition, the transactions are treated as vesting
irrespective of whether the market or non-vesting condition is
satisfied, provided that all other performance and/or service
conditions are satisfied.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Share-based payments (Continued)

Where the terms of an equity-settled award are modified, as
a minimum an expense is recognised as if the terms had not
been modified, if the original terms of the award are met. In
addition, an expense is recognised for any modification that
increases the total fair value of the share-based payments, or
is otherwise beneficial to the employee as measured at the
date of modification.

Where an equity-settled award is cancelled, it is treated as if
it had vested on the date of cancellation, and any expense
not yet recognised for the award is recognised immediately.
This includes any award where non-vesting conditions within
the control of either the Group or the employee are not met.
However, if a new award is substituted for the cancelled
award, and is designated as a replacement award on the date
that it is granted, the cancelled and new awards are treated
as if they were a modification of the original award, as
described in the previous paragraph.

The dilutive effect of outstanding options is reflected as
additional share dilution in the computation of earnings per
share.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING 24 TESTHBERBE (&)

POLICIES (Continued)
Foreign currencies

These financial statements are presented in HK$, which is
the Company’s functional currency. Each entity in the Group
determines its own functional currency and items included in
the financial statements of each entity are measured using
that functional currency. Foreign currency transactions
recorded by the entities in the Group are initially recorded
using their respective functional currency rates prevailing at
the dates of the transactions. Monetary assets and liabilities
denominated in foreign currencies are translated at the
functional currency rates of exchange ruling at the end of the
reporting period. Differences arising on settlement or
translation of monetary items are recognised in the statement
of profit or loss.

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non-monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was measured. The gain or loss arising on translation of
a non-monetary item measured at fair value is treated in line
with the recognition of the gain or loss on change in fair value
of the item (i.e., translation difference on the item whose fair
value gain or loss is recognised in other comprehensive
income or profit or loss is also recognised in other
comprehensive income or profit or loss, respectively).

In determining the exchange rate on initial recognition of the
related asset, expense or income on the derecognition of a
non-monetary asset or non-monetary liability relating to an
advance consideration, the date of initial transaction is the
date on which the Group initially recognises the non-monetary
asset or non-monetary liability arising from the advance
consideration. If there are multiple payments or receipts in
advance, the Group determines the transaction date for each
payment or receipt of the advance consideration.
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2.4 SUMMARY OF SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Foreign currencies (Continued)

The functional currencies of certain overseas subsidiaries are
currencies other than HK$. As at the end of the reporting
period, the assets and liabilities of these entities are
translated into HK$ at the exchange rates prevailing at the
end of the reporting period and their statements of profit or
loss are translated into HK$ at the weighted average
exchange rates for the year.

The resulting exchange differences are recognised in other
comprehensive income and accumulated in the exchange
fluctuation reserve. On disposal of a foreign operation, the
component of other comprehensive income relating to that
particular foreign operation is recognised in the statement of
profit or loss.

For the purpose of the consolidated statement of cash flows,
the cash flows of overseas subsidiaries are translated into
HK$ at the exchange rates ruling at the dates of the cash
flows. Frequently recurring cash flows of overseas
subsidiaries which arise throughout the year are translated
into HK$ at the weighted average exchange rates for the
year.
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Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018

3.

e\ B =e—[F]

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES

The preparation of the Group's financial statements requires
management to make judgements, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and their accompanying
disclosures, and the disclosure of contingent liabilities.
Uncertainty about these assumptions and estimates could
result in outcomes that could require a material adjustment to
the carrying amounts of the assets or liabilities affected in the
future.

Judgements

In the process of applying the Group’s accounting policies,
management has made the following judgements, apart from
those involving estimations, which have the most significant
effect on the amounts recognised in the financial statements:

Withholding taxes arising from the distribution of
dividends

The Group’s determination as to whether to accrue for
withholding taxes arising from the distribution of dividends
from a subsidiary according to the relevant tax jurisdictions is
subject to judgement on the timing of the payment of the
dividends or on whether the subsidiary of the Group is
determined to be a Chinese resident enterprise by the PRC
governing tax authorities in the future. Management
considered that it was probable that the Group’s subsidiary in
Mainland China would distribute retained profits in the
foreseeable future, and accordingly a provision of nil (2017:
HK$215,000) for withholding tax was made as at 31
December 2018. Where the final outcome of these matters
is different from the amounts originally rewarded, the
difference will impact the deferred tax provision in the period
in which the difference arises.
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3.

SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty

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

Provision for expected credit losses on trade receivables

The Group uses a provision matrix to calculate ECLs for trade
receivables. The provision rates are based on days past due
for groupings of various customer segments that have similar
loss patterns (i.e., by geography and customer type).

The provision matrix is initially based on the Group's historical
observed default rates. The Group will calibrate the matrix to
adjust the historical credit loss experience with forward-
looking information. For instance, if forecast economic
conditions (i.e., gross domestic products) are expected to
deteriorate over the next year which can lead to an increased
number of defaults in the manufacturing sector, the historical
default rates are adjusted. At each reporting date, the
historical observed default rates are updated and changes in
the forward-looking estimates are analysed.

The assessment of the correlation among historical observed
default rates, forecast economic conditions and ECLs is a
significant estimate. The amount of ECLs is sensitive to
changes in circumstances and forecast economic conditions.
The Group's historical credit loss experience and forecast of
economic conditions may also not be representative of
customer’s actual default in the future. The information about
the ECLs on the Group's trade receivables is disclosed in
note 16 to the financial statements.
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Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018

3.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty (Continued)
Impairment of non-financial assets

The Group assesses whether there are any indicators of
impairment for all non-financial assets at the end of each
reporting period. Non-financial assets are tested for
impairment when there are indicators that the carrying
amounts may not be recoverable. Impairment exists when
the carrying value of an asset or a cash-generating unit
exceeds its recoverable amount, which is the higher of its fair
value less costs of disposal and its value in use. The
calculation of the fair value less costs of disposal is based on
available data from binding sales transactions in an arm'’s
length transaction of similar assets or observable market
prices less incremental costs for disposing of the asset.
When value in use calculations are undertaken, management
must estimate the expected future cash flows from the asset
or cash-generating unit by applying key assumptions such as
growth rate and gross profit margin and choose a suitable
discount rate in order to calculate the present value of those
cash flows. Further details are contained in notes 13 and 17
to the financial statements.

Deferred tax assets

Deferred tax assets are recognised for certain deductible
temporary differences and unused tax losses to the extent
that it is probable that future taxable profit will be available
against which the deductible temporary differences or unused
tax losses can be utilised. Significant management judgement
is required to determine the amount of deferred tax assets
that can be recognised, based upon the likely timing and level
of future taxable profits together with future tax planning
strategies. Further details are contained in note 22 to the
financial statements.
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SIGNIFICANT ACCOUNTING JUDGEMENTS
AND ESTIMATES (Continued)

Estimation uncertainty (Continued)
Write-down of inventories to net realisable value

Write-down of inventories to net realisable value is made
based on the estimated net realisable value of the inventories.
The assessment of the provision requires management'’s
judgement and estimates on market conditions based on
latest selling price and recent orders received. Where the
actual outcome or expectation in future is different from the
original estimate, such differences will have an impact on the
carrying amounts of inventories and the write-down charge/
write-back of inventories in the period in which such estimate
has been changed. No impairment provision has been
recognised for inventories as at the end of each reporting
period. Further details are contained in note 15 to the financial
statements.

OPERATING SEGMENT INFORMATION

The Group is principally engaged in the manufacture and
trading of high performance sewing threads and broad
categories of garment accessories. For management
purposes, the Group operates in one business unit and has
one reportable operating segment, which is the thread
segment that manufactures and sells sewing threads and
garment accessories. Accordingly, no further operating
segment information is presented.
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31 December 2018 —ZE—\E+=-A=+—H

4,

OPERATING SEGMENT INFORMATION
(Continued)

Geographical information

(a)

(b)

Revenue from external customers

i & & ¥

(a) REIIEREFH YRGS

2018 2017

—E-N\F —F—+F

HK$'000 HK$'000

FET FET

Mainland China FR R g 39,056 36,995
Overseas NEZd 21,995 27,759
Hong Kong BB 3,459 9,617
64,510 744371

The revenue information is based on the locations of
the customers.

Non-current assets

W EMEREPMERED -

(b) FERBEE

2018 2017

—E-N\F —E—+F

HK$’000 HK$'000

FHET FET

Mainland China A [ A 3t 11,782 8,671
Hong Kong B 230 396
12,012 9,067

The non-current asset information is based on the
locations of the assets and excludes deferred tax
assets, financial asset at FVPL, long-term rental
deposits and loans to a vendor included in the
prepayments, other receivables and other assets.

Information about a major customer

Revenue of approximately HK$19,043,000 (2017:
HK$20,932,000) was derived from sales to a single customer.

BSERBEEERNEREEME
WwEn  TRBREEHRBAEE &
AREFABENERMEE - AR
FEATEMRUR - B EUGRIA R
fhEENRAE S MAHER

IFREFEH

Uy % #919,043,00058 T (=T — L 4

20,932,000 T ) K B M B — & P &9 4
EO
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5. REVENUE, OTHER INCOME AND GAINS 5. Iz - HWW A RIE &
An analysis of revenue is as follows: WESH DTN ¢
2018 2017
=E-N\F —E—tF
HK$’000 HK$'000
F#&xT FHT
Revenue from contracts with KEEF AR 7%
customers
Sales of goods HEE R 64,510 74,371
Revenue from contracts with customers REEFEHHKE
(i) Disaggregated revenue information (i) WETHFER
For the year ended 31 December 2018 BE-T-/\F+ZA=1T—H8L
FZ
Industrial
products
I¥Em
HK$'000
FET
Type of goods ERES
Sewing threads and garment accessories A E R REER 64,510
Geographical markets B %
Mainland China AR g 39,056
Overseas NEB 21,995
Hong Kong BH 3,459
Total revenue from contracts with customers KA & & Q&I 64,510
Timing of revenue recognition TR U & B B R
Goods transferred at a point in time RE—HHEEZENEY 64,510
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5.

REVENUE, OTHER INCOME AND GAINS
(Continued)

Revenue from contracts with customers
(Continued)

(i)

(ii)

Disaggregated revenue information (Continued)

The following table shows the amounts of revenue

Wz -

HeW A K5 (F)

REFEFEHHKE (&)

(i)

s FER ()

TREFINA TR E HIAFERU LA

recognised in the current reporting period that were R4 BaEss
included in the contract liabilities at the beginning of the
reporting period:
2018
—B-NF
HK$’000
F#& T
Sales of goods HESm 39
Performance obligations (i) BITERE

Information about the Group's performance obligations
is summarised below:

Sale of industrial products

The performance obligation is satisfied upon delivery of
the sewing threads and garment accessories and
payment is generally due within 30 to 90 days from
delivery, except for certain customers where payment
in advance is required.

FRREERETREENER M0
T

FHETREm
BITEER XN BDR N REHF
®EK - MAFBE B30

E0RNEH - AFREMNFIENE
TEPERIN o
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5. REVENUE, OTHER INCOME AND GAINS 5. Uz - Htt A R ()
(Continued)
2018 2017
—ZE-N\F —E—+F
Note HK$'000 HK$'000
et FHxT FET
Other income and gains Hahg A &g+
Gross rental income e WAL Ly 622
Fair value gains, net: NI EER - F5E
Financial asset at FVPL BAREFABEN 14
CREE 158 -
Exchange gains, net JE NG 55 FRE 1,126 -
Bank interest income |RITHF B WA 12 -
Gains on disposal of items of HEWME R NRE
property, plant and equipment BB 2 = 20
2,037 642
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6. LOSS BEFORE TAX 6. KBRBAIEE
The Group's loss before tax is arrived at after charging/ AEBOBRBAIBERENR GTA)T
(crediting): HIBIE
2018 2017
—E-N\E =E o dat
Notes HK$°000 HK$'000
Kita FERT FH&T
Cost of inventories sold EERFERA 51,232 48,853
Depreciation e 13 668 307
Recognition of prepaid lease EREFEMNAERE 17
payments for buildings 486 330
Minimum lease payments under K& E 2 HIEHAER K ¢
operating leases:
Land and buildings and T REF R AZE
office equipment 2,019 1,872
Auditor's remuneration ZE RN & 1,780 1,280
Employee benefit expense EERARAXZ
(excluding directors’ and (T BIEMEsFT
chief executive's remuneration WENEER
as disclosed in note 8): TTEAREEB)
Wages and salaries TENRE® 14,926 13,283
Pension scheme contributions RIRE IR 3,541 1,217
Severance payments*** BRI ** 234 663
18,701 15,163
Listing expenses* Bl - 18,547
Fair value gains, net: NABEREEE  FHE
Financial asset at FVPL RAREFAERZD 14
TRVEE (158) =
Foreign exchange (gains)/losses, 4N (3%25) 518 -
net** FER *x (1,126) 1,419
Losses/(gains) on disposal of HEME - BENERE
items of property, plant and BB ZEB/
equipment** (H25) ** 603 (20)
Bank interest income RITHBHA 5 (12) =
Impairment of trade receivables FEW R 5 IBE R A 16 499 130
Impairment of non-financial FESBEERME** 13,17
assets** 913 _
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6. LOSS BEFORE TAX (Continued) 6. BRFIATEE (&)
- The listing expenses are included in “Other expenses” in the v tHRAXGAGEBRRO [HmAXL] -
consolidated statement of profit or loss.
e The losses and gains are included in “Other expenses” and “Other *% EEEERORFAGEEBRIZRO [ EMEE
income and gains” in the consolidated statement of profit or loss, Y RTEMARIESS] -
respectively.
***  The severance payments are included in “Administrative expenses” in ¥x BHBHAGABRIRN[THRAS] -
the consolidated statement of profit or loss.
7. FINANCE COSTS 7. BERK
An analysis of finance costs is as follows: BERADITWT -
2018 2017
—EB-N\F =
HK$°000 HK$'000
THET T
Interest on bank loans and overdrafts $R{TEHF 8 RiEX 886 2,291
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8.

DIRECTORS’ AND CHIEF EXECUTIVE'S
REMUNERATION

Directors’ and chief executive's remuneration for the year,
disclosed pursuant to the Listing Rules, section 383(1)(a), (b),
(c) and (f) of the Hong Kong Companies Ordinance and Part 2
of the Companies (Disclosure of Information about Benefits
of Directors) Regulation, is as follows:

EERITHARTH

AFEEESRMITHAEGRE ETR
Al « & A A& 5 383(1)(@) * (b) * (c)
MOBEEAR(HEEZFEER) B
F2 PR ¢

2018 2017

—E-N\F —E—+fF

HK$'000 HK$'000

T FHTT

Fees we 885 34

Other emoluments: B

Salaries, allowances and e ERREWER

benefits in kind 2,352 1,008

Pension scheme contributions RINEETEIER 88 16

2,440 1,024

3,325 1,058
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8. DIRECTORS’' AND CHIEF EXECUTIVE'S 8. EEBERTHAIFTM
REMUNERATION (Continued)
(a) Independent non-executive directors: (a) BYFHITES:
The fees paid to independent non-executive directors FRIMFBILIERNTEEZNESR
during the year were as follows: NN INE
2018 2017
—E-N\F —E—t5F
HK$’000 HK$'000
FHET FAT
Mr. To King Yan, Adam** BT e x> 120 8
Dr. Yeung Ngai Man, John GRHEE 180 8
Mr. Sung Alfred Lee Ming RIBRP A& 180 8
Mr. Zhang Guofu* ERESE 45 =
525 24
There were no other emoluments payable to the EREER B EHTE SN
independent non-executive directors during the year e (—E—+F: T) o
(2017: Nil).
* Mr. Zhang Guofu was appointed as an independent non- * EEEEER - N \FALATTAE
executive director of the Group on 14 September 2018. EZTAREBB I IFNTES -
il Mr. To King Yan, Adam resigned as an independent non- *% HeCtseRmn—E— N\ENA+D
executive director of the Group on 14 September 2018. HEERNEB B IEHITES

1 34 SHEN YOU HOLDINGS LIMITED / 2018 ANNUAL REPORT



Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018 —ZE—\E+=-A=+—H

8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERITHAREM(E)
REMUNERATION (Continued)
(b) Executive directors, non-executive directors (b) BITESE AHTEERITH
and the chief executive: M
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind contributions remuneration
F2 -1 Eik&
ik REMER BE B
HK$'000 HK$'000 HK$'000 HK$'000
TER TET TET TET
|
2018 —E-N\E
Chief executive and THABRBTES
executive director
Mr. Wong -yt - 1,812 69 1,881
Executive directors HTES
Mr. Lee Wing Hong*** KRR *rx - 360 19 379
Mr. Yu Miaogen* PR IE* - 180 - 180
- 540 19 559
Non-executive directors *HTES
Mr. Ng Chan Lam**** RIBIRID A **x* 160 - - 160
Mr. Gao Biao** BRI 120 = - 120
Mr. Shi Guixiang** B A ** 80 - - 80
360 - - 360
360 2,352 88 2,800
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8. DIRECTORS’ AND CHIEF EXECUTIVE'S 8. EERTHATFM(E)
REMUNERATION (Continued)
(b) Executive directors, non-executive directors (b) HITEE: FHTEERITH
and the chief executive: (Continued) By (&)
Salaries,
allowances Pension
and benefits scheme Total
Fees inkind  contributions  remuneration
e ER RBike
ik REYEH FTEIfER okl
HK$'000 HK$'000 HK$'000 HK$'000
FHT FTET THT THT
. ________________________________________________________________________________________________________________________________|
2017 =
Chief executive and THARRUTES
executive director
Mr. Wong 'L - 946 62 1,008
Executive director BITES
Mr. Lee Wing Hong*** BB * ¥ - 15 1 16
Non-executive director FHTES
Mr. Ng Chan Lam***# (RIBIRIL A % e+ 10 - - 10
10 961 63 1,034
e Mr. Yu Miaogen was appointed as an executive director of the e AYREERZZ-NERAZTA
Group on 26 June 2018. ARZEAAEENTES -
e Mr. Shi Guixiang and Mr. Gao Biao were appointed as non- > AREHEEREREREESRR-F
executive directors of the Group on 24 August 2018 and 26 June —NEFENAZFTUERZZE—-NFX
2018, respectively. A+ "BEZEAREEIERNITE
=3
***  Mr. Lee Wing Hong resigned as an executive director of the e BXREAEDRZZT-NA\FILATM
Group on 14 September 2018. HEEREBRITES -
**** Mr. Ng Chan Lam resigned as a non-executive director of the o FRMEEERZZ—NFENA
Group on 24 August 2018. AT ASEFERTES -
There was no arrangement under which a director or FAMEBEEE LI TRBRNELFA
the chief executive waived or agreed to waive any EMETMHHOLHE -

remuneration during the year.
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9.

FIVE HIGHEST PAID EMPLOYEES

One (2017: one) of the five highest paid individuals was a
director for the year ended 31 December 2018, details of
whose remuneration are set out in note 8 above. Details of
the remuneration for the year of the remaining four (2017:
four) highest paid employees who are neither a director nor
chief executive of the Company are as follows:

EEEEEHHES

hEmaRTMEERHN —R(ZE—+
F: —F)REE=_Z—N\E+=A
=+ HIEFECZES  HEMFBEH
R EXHES s FRHBTHH(ZZT—+
F R EeyMES (WIEAQAE
B ITEBE) WFH BT ¢

2018 2017
—E-N\F =ed—-pt=
HK$'000 HK$'000
THET FET

Salaries, allowances and e ERREWER
benefits in kind 1,681 1,652
Pension scheme contributions RIKESEHEIH I 100 150
1,781 1,702

The number of non-director and non-chief executive highest
paid employees whose remuneration fell within the following
band is as follows:

e F TIHRENIFES RIFTTHRAE
BERFHEEHABLT

2018 20]1¥7,
—2-N\f —F+%F
Nil to HK$1,000,000 £ % 1,000,000 7T 4 4
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10. INCOME TAX

The Group is subject to income tax on an entity basis on
profits arising in or derived from the jurisdictions in which
subsidiaries of the Group are domiciled and operate. Pursuant
to the rules and regulations of the Cayman Islands and BVI,
the Group is not subject to any income tax in the Cayman
Islands and BVI.

Hong Kong profits tax has been provided at the rate of 16.5%
on the estimated assessable profits arising in Hong Kong
during the years ended 31 December 2018 and 2017.

Pursuant to the PRC Income Tax Law and the respective
regulations, the subsidiaries which operate in Mainland China
are subject to corporate income tax at a rate of 25% on the
taxable income.

10. Fi8%H

AEEBAREREERELSRNAE
BB AREMEEEMERZERER
MBS - REMEFHSRR
BRLZEBEESNARUNIOER  AEEHE
BMHERENRBRE LS EMAA
BH® -

ERNERIRBEE T N\FR_
E—tHF+_A=t—HLFEREE
AR ERTE IR X 16.5% 1F
HBHE

RIFPBEMMERARERER - R
MR & 2 i B A B 7R R FE "R B LA Y
25% BANBEFRFH ©

2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
T FHEIT

Current — Hong Kong and BNER — BB KRB A
Mainland China 209 396
Deferred (note 22) B (HaE22) (1,760) 316
(1,551) 712
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10. INCOME TAX (CONTINUED)

A reconciliation of the tax expense applicable to profit/(loss)
before tax at the statutory rates for the jurisdictions in which
the Company and the majority of its subsidiaries are
domiciled to the tax expense at the effective tax rates, and a
reconciliation of the applicable rates (i.e. the statutory tax
rates) to the effective tax rates, are as follows:

Year ended 31 December 2018

10.

Frig%t (&)

BARB R EE ZH B A R M AR
FEBERETEREFENERRERA
A (B1R) TR H IR E R R
ATEMBIRS HZ $8R - RERBE (A
REMEK) BB EAHIROT

BE_F-N\F+-A=t+t—-HAILEE

Hong Kong Mainland China Elsewhere Total
&8 HERL HirhE @t
HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
TEx TER TER TER
. _____________________________________________________
Loss before tax BB ATE R (783) (5,490) (6,133) (12,406)
Tax at the statutory tax rate REERRAENTE (129) 165 (1,373) 25.0 - - (1,502) 121
Effect of withholding tax at 5% 5% EMHEALEE
on the distributable profits FEFBAF
of the Group's PRC subsidiaries A2 k& FIH & £ (215) 214 - - - - (215) 1.7
Expenses not deductible for tax ~ RA[FIFI X 9 (1.1) 264 (4.8) = = 273 (2.2)
Adjustments in respect of current 1% Al E RS AN 3% 18
tax of previous periods ZHE (107) 13.7 - - - - (107) 09
Tax credit at the Group's BAEEERHRHEN
effective rate HIBEES (442) 56.5 (1,109) 20.2 - - (1,551) 125
Year ended 31 December 2017 BE-Z—+tHE+-HA=+—HLEE
Hong Kong Mainland China Elsewhere Total
BE FE A HispR )
HK$'000 %  HK$'000 %  HK$'000 %  HK$'000 %
THEL AT THEL AT
Profit/(loss) before tax BERARH/ (EB) (8,350) 735 (4,869) (12,478)
Tax at the statutory tax rate REER R ENHE (1,378) 16.5 184 25.0 = = (1,194) 96
Effect of withholding tax at 5% on 5% It 4 ALE
the distributable profits of the REREAR
Group's PRC subsidiaries ADRREFNTE 80 (1.0 - - - - 80 (0.6)
Expenses not deductible for tax ARG 1,791 (21.4) 55 75 S = 1,846 (14.8)
Tax deduction TIEHE (20) 0.2 - - - - (20) 0.2
Tax charge at the Group’s BASEERHRHEN
effective rate A% 473 (5.7) 239 325 - = 712 5.6)
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12.

140

=3 esaps Fl=ae =)

DIVIDENDS 11. RE
No dividend was proposed by the Group for the years ended B =B = \43 R et ss =]
31 December 2018 and 2017. =+ —HIEFE AEBIWEEZKRN
R, o
LOSS PER SHARE ATTRIBUTABLE TO 12. BRAREEREEEAELER
ORDINARY EQUITY HOLDERS OF THE PARENT BE
2018 2017
—E-NF —+tF
HK cents HK cents
AL AL
Loss per share attributable to HREEBEREE ARG
ordinary equity holders of the parent &A% &8
— Basic and diluted — EAREE 1.36 2.16
The calculation of the basic and diluted loss per share is FRER L EER VRS AT T iEE

based on the loss for the year attributable to ordinary equity
holders of the parent and the weighted average number of
shares in issue during the year.

The calculation of basic and diluted loss per share is based

aRAAREFABBERFASETR
0 IR BRET & -

=)

BEREAREEERERENAT

on: HIA
2018 2017
—E-N\F —tF
HK$'000 HK$'000
FHET FET
Loss attributable to ordinary equity ~ SFA R EEEREFE ARGEE
holders of the parent, used in the AU ESRERREEEE
basic and diluted loss per
share calculation 10,855 13,190
2018 2017
—E-N\F —E—+F
Number of shares BRAEE
Weighted average number of ordinary A B 31T @A hNMEF & -
shares in issue during the year BAUGTESREAR LB EEE
used in the basic and diluted loss
per share calculation 800,000,000 609,315,068
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12. LOSS PER SHARE ATTRIBUTABLE TO 12. BRAREEEEEEAELGER
ORDINARY EQUITY HOLDERS OF THE PARENT BE ZE)
(Continued)
The calculation of the weighted average number of ordinary TR I BT E AR
shares is as follows:
2018 2017
—E2-N\F —E—+F
Issue of shares on 1 January RN—A—BETKH 800,000,000 1
Effect of capitalisation issue éfﬁﬁ?*ﬁﬁ’]??; - 599,999,999
Effect of initial public offering RETHHEERAAREENTE
on the Listing Date - 9,315,068
Weighted average number of =gl RSl
ordinary shares 800,000,000 609,315,068
No adjustment has been made to the basic loss per share ARAEERNZEFRTEC BTN
amounts presented for the years ended 31 December 2018 FHELTBER BHUEHEE_ZT—N
and 2017 in respect of a dilution as the Group had no FR-IZE—+HE+_A=+—BIEEE
potential dilutive ordinary shares in issue during those years. FrERNERERNGESBIIELEEHA
P
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Notes to Financial Statements (Continued)

B 5= P T (A8 )
31 December 2018 —F—/\F+=-A=+—H

13. PROPERTY, PLANT AND EQUIPMENT

13. Y%  BEKRRZRE

Production Office Leasehold
machinery equipment improvements Vehicles Total
EEHEW WARE HEHR "E oy
HK$’000 HK$'000 HK$'000 HK$'000 HK$'000
TER TERT TER TET TER
31 December 2018 —E-\f+=A=+—H
At 31 December 2017 and =Rl = ==
at 1 January 2018: k=F-N\&—H—8:
Cost B 53,318 1,796 185 2,978 58,277
Accumulated depreciation ZEHIE (47,755) (1,574) (41) (2,005) (51,375)
Net carrying amount REFE 5,563 222 144 973 6,902
At 1 January 2018, net of A e =
accumulated depreciation BBk EINE 5,563 222 144 973 6,902
Additions NE 7,143 501 41 226 7911
Disposal & (1,936) (18) (126) (93) (2,173)
Depreciation provided FRITERRE
during the year (395) (52) (28) (193) (668)
Impairment E (751) (43) = (36) (830)
Exchange realignment i 5 A% (406) (17) - (34) (457)
At 31 December 2018, netof —ZE—N\F+_A=+—H"
accumulated depreciation BB AT E KA E
and impairment 9,218 593 il 843 10,685
At 31 December 2018: —E-\E+-A=+—-8:
Cost (%N 39,389 2,036 41 2,174 43,640
Accumulated depreciation BiTERRE
and impairment (30,171) (1,443) (10) (1,331) (32,955)
Net carrying amount REFE 9,218 593 31 843 10,685
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Notes to Financial Statements (Continued)
ISR R MR (48)
& DEEEr A8 == NeE = =r—8

13. PROPERTY, PLANT AND EQUIPMENT 13. Y% - BMERRE (&)

(Continued)
Production Office Leasehold
machinery equipment  improvements Vehicles Total
HEER EINS G HERR "E Bt
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FAT THET AT
31 December 2017 —E-t§+=-HA=1+-H
At 31 December 2016 and R-ZZ—X "E+-F=+—8
at 1 January 2017: k=F—+&—H—8:
Cost R 49,825 2,260 678 2,742 55,505
Accumulated depreciation Rt E (44,461) (2,046) (518) (2,309) (49,334)
Net carrying amount REFE 5,364 214 160 433 6,171
At 1 January 2017, net of S e hl =
accumulated depreciation OB 2:inE 5,364 214 160 433 6,171
Additions NE - 29 26 617 672
Disposal & - - - (57) (57)
Depreciation provided AEFERE
during the year (171) (33) (42) 61) (307)
Exchange realignment [EH % 370 12 = 41 423
At 31 December 2017, netof —Z—+&+-A=+—81 -
accumulated depreciation BB ERNE 5,563 222 144 973 6,902
At 31 December 2017: —E—+&+-A=+—8:
Cost AR 53,318 1,796 185 2,978 58,277
Accumulated depreciation BiinE (47,755) (1,574) (41) (2,005) (51,375)
Net carrying amount REFE 5,563 222 144 973 6,902

FR - HETYWE - BEMARBUAREF
T8 15 10 & FIE A9 BR E B #fUR 913,000 7
TTEHA W E 4 -

During the year, the carrying amounts of certain property,
plant and equipment and prepaid lease payments for buildings
have been written down by HK$913,000 to their recoverable
amounts.
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Notes to Financial Statements (Continued)

SRR T ()

31 December 2018

=3 esaps Fl=ae =)

13. PROPERTY, PLANT AND EQUIPMENT

(Continued)

Following a review of the business, which takes into account
the outlook for the textile industry and the Group's
consequent operating plans, management has reassessed
the carrying values for all the property, plant and equipment
and prepaid lease payments for buildings as at 31 December
2018. An impairment provision of HK$913,000 has been
recorded to reduce the carrying value of the Group’'s non-
financial assets to their estimated recoverable value, which is
the higher of fair value less costs of disposal, and value in use

13. ¥ - BEKR&E (&)

AEBEDREBRETRN - EEEHE
¥R AEEBENEES B8
EBEEFHTMAEME  BEIEENU
FEFEMNEERBER_ZE—N\F+=
A=+—H®MEKRM@EE - B£13913,000
BILRERE  BAREEIECHMEER
HERI>EEBFJKESEE - 7] lkE
THRAARBEREENAEFEHEE
([FRABE]MEZRESE -

("VIU”).
Carrying Recoverable
amount value Net
before  determined Exchange carrying
provision atVIU Impairment realignment amount
BEREE
B BEN
REE  AKESH A EHAR BREFE
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B et FET FET FET FET FET
CGU1 BeELBM a 7,661 7,314 362 (15) 7,314
Recoverable
value
Carrying  determined
amount at fair value Net
before less costs of Exchange carrying
provision disposal Impairment realignment amount
BRAAER
HE A
BEa EEH
REE  AKESH A EHAR IREFE
Note HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
B et FET FET FET FET FET
CGU2 ReELBM2 b 5,510 4,979 551 (20) 4,979

(a)

Value in use is determined using cash flow projections based on
financial budgets prepared by management. The key assumptions
include growth rates and discount rates applied to future cash flows.
The discount rate used at 31 December 2018 was 17.3%. Changes in
any or all of the key assumptions could result in a material change in the
recoverable value of the Group's property, plant and equipment and
prepaid lease payments for buildings.

Fair value less costs of disposal is based on management estimates
having regard to estimated resale values under market approach
provided by an independent external valuer. Fair value less costs of
disposal is categorised within Level 3 of the fair value hierarchy which is
measured based on latest available market data.
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Notes to Financial Statements (Continued)
ISR R MR (48)
31 December 2018 —ZE—N\E+-_HA=+—H

14. FINANCIAL ASSET AT FAIRVALUETHROUGH 14. # X A EfF A EEZNEME

PROFIT OR LOSS/AVAILABLE-FOR-SALE
INVESTMENT

B/ HHERE

2018 2017
—g-N\F -Tt%
HK$’000 HK$'000
FHBxT Tt

Financial asset at FVPL BRARBEGFABRRNEREE
Life insurance policy, at fair value SRRE (RARE) 4,632 —

Available-for-sale investment AHHERE

Life insurance policy, at fair value SRE(RANE) = 4,474

On 25 January 2016, the Group entered into a life insurance
policy with an insurance company to insure an executive
director. Under the policy, the Group is the beneficiary and
the policy holder. The Group paid upfront premiums for the
policy and may surrender the policy any time by making a
written request and receive cash based on the surrender
value of the policy at the date of withdrawal, which is
calculated by the insurer. In the opinion of the directors, the
surrender value of the policy provided by the insurance
company is the best approximation of its fair value, which is
categorised within Level 3 of the fair value hierarchy. The life
insurance policy was mandatorily classified as financial asset
at fair value through profit or loss as its contractual cash flows
are not solely payments of principal and interest.

As at 31 December 2018 and 2017, the Group's life insurance
policy was pledged as security for bank facilities granted to
the Group. Further details are contained in note 21 to the
financial statements.

In the opinion of the directors, the Group’s life insurance
policy would not be surrendered within the next 12 months
and was therefore classified as a non-current asset.

“E-RF-AZTHA AEERE—
RERBR ARG LSRERE  BR—BHT
E=ZRR -RERE  AEEAXHEA
MREBEFREA - AEREBNEKE - 718
BRERXEBFREHER  RRBRE
REE AR RER(BEARATE)
WEHRE  EFRS RRABREN
RERRLBRAQNAERESE  BER
DMREEBENE=E - SREBLARH
DR/BARNBAABRRZEREE -
RRRHAGORSRELIHMERSLAER
MBZRK

RZE-—NFRZZE—+tF+=A
=t+—B AEBEFSHRRE - UE
RAEBERNIRITHE - HMFHBH
RIS HRER M FE21 o

BEERR - AEEARFK12EA SRR
SRRE  AUSERRAFRPEE -
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Notes to Financial Statements (Continued)
RS m R ()

31 December 2018

15.

16.

=3 esaps Fl=ae =)

INVENTORIES 5. &

2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FHET FET
Raw materials RE 6,842 4,586
Work in progress pastCH 2,606 1,663
Finished goods BIAY G 5,313 3,846
14,761 9,995

TRADE RECEIVABLES 16. ERRZRIE
2018 2017
—E-N\F —EF—tF
HK$'000 HK$'000
FET FET
Trade receivables FEIR X S 7R 18,152 25,012
Impairment E (711) (112)
17,441 24,900

The Group's trading terms with its customers are mainly on
credit. The credit period is generally from one to three
months. Each customer has a maximum credit limit. The
Group seeks to maintain strict control over its outstanding
receivables to minimise the credit risk. Overdue balances are
reviewed regularly by senior management. The Group had
significant concentrations of credit risk as 44% (2017: 61%)
of the trade receivables were derived from five customers as
at 31 December 2018. The trade receivables from such
customers were within the credit period. The Group does not
hold any collateral or other credit enhancements over its trade
receivable balances. Trade receivables are non-interest-
bearing.
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Notes to Financial Statements (Continued)

M Hs R T ()

31 December 2018 —ZE—\E+=-A=+—H

16. TRADE RECEIVABLES (Continued) 16.

An ageing analysis of the trade receivables as at the end of
the reporting period, based on the invoice date and net of

loss allowance, is as follows:

ALEEE

RBEHRRER

RIE (48)

S HHI2Y - BB
R (T MEREREE) KRBT

2018 2017

—E—N\F —E—+F

HK$'000 HK$'000

FET FETT

Within 1 month TR—1EA 5,682 16,428
1 to 2 months :Ktﬁlﬂ 7,771 4113
2 to 3 months ={&H 1,624 664
Over 3 months Uﬁ @A 2,364 3,695
17,441 24,900

The movements in the loss allowance for impairment of trade

receivables are as follows:

e 22 5

RIENEBERBEEEIT

2018 2017

—E-N\F =

HK$'000 HK$'000

FET FET

At beginning of year F9] 112 -
Effect of adoption of HKFRS 9 RNBE BB RELRNFE IR

2B 315 _

At beginning of year (restated) FH(LEF)) 427 -

Impairment losses (note 6) BERE (Fite) 499 130

Amount written off as uncollectible WEE A AT e 5RIE (203) (18)

Exchange realignment R (12) -

At end of year FR 711 112
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31 Deeemlocr 2008 === /N\ér=/5=7—/5

16. TRADE RECEIVABLES (Continued)

Impairment under HKFRS 9 for the year ended 31
December 2018

An impairment analysis is performed at each reporting date
using a provision matrix to measure expected credit losses.
The provision rates are based on days past due for groupings
of various customer segments with similar loss patterns (i.e.,
by geographical region and customer type). The calculation
reflects the probability-weighted outcome, the time value of
money and reasonable and supportable information that is
available at the reporting date about past events, current
conditions and forecasts of future economic conditions.
Generally, trade receivables are written off if past due for
more than one year and are not subject to enforcement
activity.

Set out below is the information about the credit risk
exposure on the Group’s trade receivables using a provision

matrix:

As at 31 December 2018

(Continued)

16. B % A (&)

BE-_ZF-N\F+-A=+—HL
FESBUBRELEMNEIREIN
B

RERS AHNRABBEEETRED
o AT EEBEEEE - BEXRHE
REFBBRUBBREANZETF S EE
R0 E A B #E E (MR [& B2 PR
) AETERMAAEMELER &
BREMNBSEHMASNEREES
I/~ BRI R AR KR R FRAN S
BRASER . —BmME  BRIXZHK
TRINA MR A — F R B AX R 98BI
TT/EBDRIT LA -

TR R R B 2 B A
Yz SRR E R AR

R-ZE-NE+=ZA=+—H

Group A 4R
Past due
pofd
Within 3to6 6to9 9to 12
Current 3 months months months  months Total
== RE h&E
N =@AR ~MEA AER +={@A et
Expected credit loss rate  TBHifE B E5IER 0.8% 7.2% 47.9% 85.2% 96.6% 2.6%
Gross carrying amount  BEE#E(E (F57T)
(HK$'000) 9,444 818 192 2 45 10,501
Expected credit losses ~ FEH{ZEER
(HK$'000) (F%xT) 76 59 92 2 43 272

1 48 SHEN YOU HOLDINGS LIMITED / 2018 ANNUAL REPORT



Notes to Financial Statements (Continued)

B 5 2= P T (48 )
31 December 2018 —ZE—)\FE+_-_H=1+—H

16. TRADE RECEIVABLES (Continued)

Impairment under HKFRS 9 for the year ended 31
December 2018 (Continued)

16. B % A (&)

BE_Z2-N\E+-A=1+—HL
FESBUBRELENEIREIN
B ()

GroupB & C ZHERAE
Past due
Within 3to6 6to9 9to 12
Current 3 months months months months Total
hE
e =@AR =ZxEA ~EAEA +T=EA st
Expected credit loss rate FBER(ZEEIBE —* —* —* —* 6.0% 0.3%
Gross carrying amount  BREI#E (T T)
(HK$'000) 5,709 - - - 296 6,005
Expected credit losses ~ TBEA(ZEEIE
(HK$'000) (FA7L) - - - - 18 18
e Less than 0.1% * KR 0.1%
Group D T4
Past due
B
Within 3to6 6to9 9to 12
Current 3 months months months months Total
== hE
B =@EAR ANMEB REABBE +=M@A @st
Expected credit loss rate  FEEiE EEIE X 0.7% 1.0% 4.1% 10.3% 25.6% 25.6%
Gross carrying amount  BEEIZEME (T T)
(HK$'000) - - - - 1,646 1,646
Expected credit losses ~ EH{ZEER
(HK$'000) (F&T) - - - - 421 421
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B 75 = P T (48
31 December 2018 —F—/\F+=-A=+—H

16. TRADE RECEIVABLES (Continued)

Impairment under HKFRS 9 for the year ended 31
December 2018 (Continued)

16. B % A (&)

BE-_ZF-N\F+-A=+—HL
FESBUBRELEMNEIREIN
B ()

Total et
Past due
Within 3 3to6 6to9 9to 12
Current months months months months Total
hz
My =@Am =2AEA REAEA +=fEA et
Gross carrying amount  BEEI4ME (FETT)
(HK$'000) 15,153 818 192 2 1,987 18,152
Expected credit losses EH{EEER
(HK$'000) (FA7T) 76 92 2 482 711

Impairment under HKAS 39 for the year ended 31
December 2017

Included in the above provision for impairment of trade
receivables, which was measured based on incurred credit
losses under HKAS 39, as at 31 December 2017 was a
provision for individually impaired trade receivables of
HK$112,000 with a carrying amount before provision of
HK$112,000.

The individually impaired trade receivables relate to
customers that were in financial difficulties or were in default
in principal payments and none of the receivables is expected
to be recovered.
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31 December 2018 —FE—F+=-H=4—H

16. TRADE RECEIVABLES (Continued)
Impairment under HKAS 39 for the year ended 31
December 2017 (Continued)

The ageing analysis of the trade receivables as at 31
December 2017 that were not individually nor collectively
considered to be impaired under HKAS 39 is as follows:

16. B 5 7R ()

BE_® - &= H=r
FEEBEERNEIRETHRE
18 (%)

R-B—+tF+-_A=+—HREEFE
SETERISE 3957 - I (A Bk KB AR
AREHEIR 2R IRHBRE AT AT

2017

—FT—+tF

HK$'000

T

Neither past due nor impaired RidzS bty RiE) 21,206
Less than 1 month past due wmETAE—EA 3,120
1 to 3 months past due wmE—==EA 574
24,900

Receivables that were neither past due nor impaired related
to a large number of diversified customers for whom there
was no recent history of default.

Receivables that were past due but not impaired related to a
number of independent customers that had a good track
record with the Group. Based on past experience, the
directors of the Company were of the opinion that no
provision for impairment under HKAS 39 was necessary in
respect of these balances as there had not been a significant
change in credit quality and the balances were still considered
fully recoverable.

Trade receivables amounting to HK$7,355,000 (2017:
HK$12,593,000) as at 31 December 2018 were pledged as
security for the Group's bank facilities (note 21).

3 48 780 4 71 45 060 (5 B FE MR TR S R — it
MEAY | R LS TRBREFHR
AR

ERRETERENEEKEIRES
ZEASBERFEENBLEFRPA
e RELR ARNEEERYEER
W& mAARDR B 2E8KE - A
NARPEERRBARETEGTE
A5 39 5 ph % FAE A E LR (BB

—E-N\E+-A=+—0 K&EEE
87,355,000 w( = & — + F:
12,593,000/8 7T ) B FEI X SRR » LAYE
RAEBMRITHE (FFE21) -

EEERARAT /2018 EEgs 157



Notes to Financial Statements (Continued)
ISR R MR (48)
3 Deepiloer 2008 === r=A=5r—/5

17. PREPAYMENTS, OTHER RECEIVABLES AND 17. EARE - BRI RERHE M

OTHER ASSETS EE
2018 2017
—E-N\F —ET—tF
Notes HK$'000 HK$'000
HtaF FE&T FH&TT
Prepaid lease payments for buildings &8 E5%18 a 1,608 1,890
Other prepayments H AR IR 2,066 2,302
Loans to a vendor M EEE R b 4,630 -
Deposits and other receivables e R H b FEWGRIE 3,093 10,638
11,397 14,830
Portion classified as HRIERBEEMNE D
non-current assets (5,971) (2,165)
Current portion included in STATERFIE - HAb
prepayments, other receivables FEUGRIE & B &
and other assets K BNEAER > 5,426 12,665
(@) It represents prepaid lease payments for buildings held (a) HERBBELLHEEFEBFISE204F
under operating leases for 15 to 20 years. It was WIEFENEERE - REEBARE
recognised in profit or loss over the lease term and the RRNER - M—FEABEREHS
portion to be recognised within 1 year is classified as a DERRBEE -
current asset.
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FET FHIT
Carrying amount at 1 January —A—H®EEE 1,890 1,428
Addition to the prepaid lease BB EEKRIEE M
payments for buildings 382 679
Recognised during the year FRNEHER (486) (330)
Disposal during the year FANRE (18) =
Impairment RIE (83) =
Exchange realignment [ 5, 3% (77) 113
Carrying amount at 31 December + - A=+—H8KREE 1,608 1,890
Portion classified as non-current assets?!| & 3ER )& E RS D (1,145) (1,447)
Current portion included in SFATEN A C Hib e FE
prepayments, other receivables K E Ath B EE 5 BN ERER
and other assets 463 443
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17. PREPAYMENTS, OTHER RECEIVABLES AND 17. EAMRE - BRI RERE M

OTHER ASSETS (Continued)

(b) Loans to a vendor were interest-bearing ranging from
4.66% to 5.00% per annum, secured by certain
machinery of the vendor and repayable in four to five
years. The directors of the Company considered that
the fair values of the collaterals were higher than the
carrying amount of outstanding loan balance as at 31
December 2018.

Where applicable, an impairment analysis is performed at
each reporting date by considering the probability of default
and expected credit losses are estimated by applying a loss
rate approach with reference to the historical loss record of
the Group. The loss rate is adjusted to reflect the current
conditions and forecasts of future economic conditions, as
appropriate. The financial assets included in the above
balance were categorised in stage 1 at the year of the
reporting period. In calculating the expected credit loss rate,
the Group considers the historical loss rate and adjusts for
forward looking macroeconomic data. As at 31 December
2018, the Group estimated the expected loss rate for the
receivables was minimal.

None of the above assets is either past due or impaired. The
financial assets included in the above balances relate to
receivables for which there was no recent history of default.

aE (&)

(b) MEEERENERIZSF466E
Z5.00FE5 8 - AR A T #w
EAEE  WEARNERFXE
B ARNBERRA  EEROAQ
MEEIA =R —N\ET = =—
AR REEERGERRDE -

RERBAT  AEEERESHEBEH
BBEREARRETRESN - R
BERERABRE2ZEAKEBREFEIEL
ERHFEHERBHRELMAT - BEXE
REE R AR ARBRE AT &
BRBREERBR RREHEFE -
FRALESHNEREEDBIRE—
(R - ARBRNAEEBEEBBEXRK
SR BEBRR LB ATEERBE R
HBEELAR - RZE-—NF+ZA
=t+—B  AKEREFTREKENES
BREEMARE -

LA BEEMEBRIRIE o 5H A LR
PRV D B E A BT HY R A R AC SR Y R R
HIRERE -
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18. CASH AND CASH EQUIVALENTS AND

PLEDGED DEPOSITS

18. HERBELEEYNEHER

2018 2017
—E-N\F —E—+F
Note HK$'000 HK$'000
HtaF F#ExT FHET
Cash and bank balances B & MIR1THE % 30,938 7,798
Time deposits TE HATE =K = 59,122
30,938 66,920
Less: Y
Pledged time deposits: HARE HATF 5K
Pledged for bank loans and
overdrafts EIFSRITER KBS 21 - (9,000)
Cash and cash equivalents BERREEEY 30,938 57,920

The cash and bank balances of the Group denominated in
Renminbi (“"RMB") amounted to HK$2,230,000 (2017:
HK$2,089,000) as at 31 December 2018. The RMB is not
freely convertible into other currencies, however, under
Mainland China’s Foreign Exchange Control Regulations and
Administration of Settlement, Sale and Payment of Foreign
Exchange Regulations, the Group is permitted to exchange
RMB for other currencies through banks authorised to
conduct foreign exchange business.

Cash at banks earns interest at floating rates based on daily
bank deposit rates. Short term time deposits are made for
varying periods of between one day and three months
depending on the immediate cash requirements of the Group,
and earn interest at the respective short term time deposit
rates. The bank balances and pledged deposits are deposited
with creditworthy banks with no recent history of default.
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31 December 2018 —ZE—\E+=-A=+—H

19. TRADE PAYABLES 19. BNRZFHIE

v

An ageing analysis of the trade payables as at the end of each

REBFEHR  BNRZHBEERR S

reporting period, based on the transaction date, is as follows: HEARBRES AT IO T -
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
T FH&T
Within 1 month TR—EA 1,930 2,620
1 to 2 months —Z=mEA 1,085 1,200
2 to 3 months ME={EA 679 1,045
Over 3 months B yE =& A 1,428 4,404
5,122 9,269
The trade payables are unsecured, non-interest-bearing and AR SHIEERE - T B BER
are normally settled in 30 to 90 days, extending to longer ENAREE REGEHERIZE
periods for those long standing suppliers. REEH -
20. OTHER PAYABLES AND ACCRUALS His B RERETER
2018 2017
—EB-N\F — e
Notes HK$°000 HK$'000
btaF F&T FH&T
Other payables and accruals H M RIBE R ERTER 7,765 17,182
Contract liabilities aHAaE (@) 187 -
Advances from customers BPE#H - 39
7,952 17,221
Portion classified as non-current 3l & 3ER BN E 5 (b) (1,223) (1,512)
Current portion included in other &t A B fth fE {3018 |
payables and accruals fEst & RH BB E () 6,729 15,709
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20. OTHER PAYABLES AND ACCRUALS
(Continued)

Notes:

(a) Details of contract liabilities as at 31 December 2018 and 1 January
2018 are as follows:

20.

HtENRERESERH (&)

Hret -

(a)

R-Z—NF+-_A=+—BR-ZE—N\E
—A—BHENEEFENT -

31 December 1 January
2018 2018
—E-N\F —E-N\F
t=A=+—-H —A—H
HK$'000 HK$'000
THET FHET

Short-term advances received from customers ~ YENE F #) 52 B 7k
Sales of goods HEEmM

187 39

Contract liabilities include short-term advances received to deliver
sewing threads and garment accessories. The increase in contract
liabilities in 2018 was mainly due to the increase in short-term advances
received from customers in relation to the sales of sewing threads and
garment accessories at the end of the year.

(b) The non-current portion of other payables and accruals represents the
differences between contractual minimum lease payments and accrued
minimum lease payments on a straight-line basis for the Group's
leasehold land over the lease term. The non-current portion of other
payables and accruals is unsecured and interest-free and would be
subsequently settled upon the gradual maturity of the lease agreement.

(c) The current portion of other payables and accruals are unsecured,
interest-free and repayable on an average term of three months.
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21.

s leaae= Fl=9r—(5

INTEREST-BEARING BANK BORROWINGS 21. T EHBITER
2018
—E-N\E
Effective
interest
rate (%) Maturity HK$'000
BRA=
(%) 2 HA FHET
Current ENHA
Bank loans — secured RITEZH — HIEH 4.6 t0 6.2 On demand 15,217
46%6.2 RERK
2017
—E—+F
Effective
interest
rate (%) Maturity HK$'000
TR F %=
(%) B Hf FET
Current BN HA
Bank loans — secured IRITER — HHEHF 3.8106.0 On demand 22,627
3.826.0 R ESKEF
Analysed into: DT
2018 2017
—E-N\F —EFE—+F
HK$°000 HK$'000
TET FETT
Bank loans and overdrafts repayable AR BREENRITER N
on demand SRITHE X 15,217 22,627
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21. INTEREST-BEARING BANK BORROWINGS 21. FFERITER(E)

(Continued)

Interest-bearing bank borrowings are denominated in: T BERITIE AT EBEE -

2018 2017

—E-N\F —E—tF

HK$’000 HK$'000

T FHT

HK$ BT 7,000 15,006
United States Dollar (“US$") Ex(ZExl) 8,217 7,621
15,217 22,627

Notes: Hiat -

(a) HK Interpretation 5 Presentation of Financial Statements — (@) BACHMASHEMNEERBESRIE
Classification by the Borrower of a Term Loan that Contains a WMRZEHR — ERFTHEARIRERERKE
Repayment on Demand Clause issued by the HKICPA requires that a RZEHRER 2D ERE - BRTERUE
loan which includes a clause that gives the lender the unconditional MARANERER TFERS BIEHIERE
right to call in the loan at any time (“repayment on demand clause”) KEBEROENNGER(TEERERR
shall be classified in total by the borrower as current in the statement of K2 EFBEHIEAINE - REFHEER
financial position. Interest-bearing bank loans of the Group in the Wik BEREREERIOAEE; SR
amount of HK$15,217,000 (2017: HK$22,627,000) include a repayment TE R A15217,0008 T(ZF —+ F:
on demand clause under the relevant loan agreements, among which 22,627,000 %)  EF =T - N\F+=A
balances amounting to HK$3,190,000 (2017: HK$2,753,000) that are =+— R —FRAEE 2458 3,190,000
repayable after one year from 31 December 2018 have been classified BIL(ZZT—+1F :2,753,000%87L) B9
as current liabilities. For the purpose of the above analysis, such loans ABREEE - RLMSTNE  ZEERG
are included within current secured bank loans and analysed into bank ABEAEEMIBITER D ERBERERE
loans repayable on demand. BRRITER -

(b) As at 31 December 2018, the Group was not in compliance with certain (b) RZZE-—NF+ZA=+—H AEETE
financial loan undertakings and the respective bank loans of BIETREEREAZ  HBERITEX
HK$15,217,000 would become callable on demand. No further 15,217,000 8 T i 12 ZsR(EE - AR FR
reclassification is needed regarding these bank loans since they all TEFABRRERERERGKR BB EX
included the repayment on demand clause and have already been 2@ Tt ERRBEE - WEAREIELE
classified as current liabilities as mentioned in 21(a). —SEHDLE -

(c) The Group's bank facilities (including overdraft facilities) amounted to (c) RZZF—NF+=ZA=+—H "  AEEET
HK$20,445,000 (2017: HK$29,637,000), of which HK$15,217,000 (2017: BME(BIEFERE) £ % /320,445,0008 T
HK$22,627,000) had been utilised as at 31 December 2018. (ZZ—+% :29,637,000/87T) * HA B

F315,217,000 7 0( = F —+4F : 22,627,000
I °
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31 December 2018
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(&

21. INTEREST-BEARING BANK BORROWINGS 21. FFEBRITER(E)
(Continued)
(d  The following assets were pledged as security for interest-bearing bank d  THEBETER A SRITERZE R
borrowings:
Carrying amounts
ERTEE
2018 2017
—EB-N\F —E—+F
Notes HK$°000 HK$'000
Kt FERT FHET
Available-for-sale investment AHEERE 14 - 4,474
Financial asset at FVPL BRARBEFABRNERERE 14 4,632 =
Trade receivables FEW X B3R 16 7,355 12,593
Pledged deposits EIRFER 18 - 9,000
11,987 26,067
22. DEFERRED TAX 22, EFEBIE
The movements in deferred tax assets during the year ended BERBEEERBEZE-_T—N\F+=A
31 December 2018 are as follows: =+—HLEFENEHNAT
Deferred tax assets EEREEE
2018 —EB-N\F
Depreciation
charge in Tax loss
excess of Accrued  available for Available-for
related salary and offsetting Deferred -sale Impairment Impairment
depreciation welfare  against future rental investment of financial  of non-financial
allowance expense  taxable profits expense revaluation assets assets Total
Fefitel ] At
REERN  EiEER  ARERR gl e
bif S0 RiEx  MENREER 53 REEf SHEEME FeREENE it
HK$'000 HKS'000 HK$'000 HKS'000 HK$'000 HK$'000 HK$'000 HK$'000
T TR T TR Tin TR TER ThR

At 1 January 2018 #=%-\¥-5-A 63 108 583 LAl 163 - - 1338
Effect of adoption of HKFRS 9 ROEENRENRORNTE - - - - 30 - 30
At 1 January 2018 (restated) R-E-NE-A-RB (B 63 108 583 o 163 30 - 1,368
Deferred tax (charged) credited to proft ER(NB) /5 AERH

orloss during the year (note 10) EitH (63) (81) 15580 (69) (163) 113 28 1,545
Exchange differences EfZE - 1) (236) (17) - (3) 8 (265)
Gross deferred tax assets RZE-NEtZA=1-BH

at 31 December 2018 ERfEAESE - 26 1921 3% - 140 0 2,648
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22. DEFERRED TAX (Continued) 22. EEHIE (F)
Deferred tax assets (Continued) EEBEEE (&)
2017 —E—tF
Depreciation
charge in Tax loss
excess of available for
related  Accrued salary offsetting Deferred  Available-for-
depreciation and welfare  against future rental  sale investment
allowance expense taxable profits expense revaluation Total
BiHEE B:six
LR EHEF ARERT e
HEXH BiRx MREOHEEE  BURERX REER 85t
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR T T ThT TR TR
e
At1 January 2017 RZE-t5-A-A 62 877 - 43 191 1,563
Deferred tax (charged)/credited to profitor ~— ER (k) /3t ABFHELHE
loss during the year (note 10) (H#10) 1 (770) 562 (29) - (236)
Deferred tax charged to other comprehensive /3t AR 2 AR AHETEHE
income during the year - - - S (28) (28)
Exchange differences EXEE - 1 2 2 - 19
Gross deferred tax assets at 31 December 2017 R=E—+E+=F=1-F#
ERERAARER 63 108 583 01 163 1338

The Group has tax losses arising in Hong Kong of
HK$936,000 (2017: nil) that are available indefinitely for
offsetting against future taxable profits of the companies in

which the losses arose.

The Group has tax losses arising in Mainland China of
HK$7,093,000 (2017: HK$2,321,000) that will expire in one to

five years for offsetting against future taxable profits.
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22. DEFERRED TAX (Continued) 22. REEBIH (&)

Deferred tax liabilities — withholding tax

EEBIRAE — BB

2018 2017

—ZE-N\F —E—+%F

HK$°000 HK$'000

F#&xT T

At 1 January n—HA—H 215 135
Deferred tax (credited)/charged to FERHE (GFA) 1B HIEEF 18

profit or loss during the year (note 10) (&£ 10) (215) 80

Gross deferred tax liabilities at ZERNIELERIB B B
the end of each year - 215

Pursuant to the PRC Corporate Income Tax Law, a 10%
withholding tax is levied on dividends declared to foreign
investors from the foreign investment enterprises established
in Mainland China. The requirement is effective from 1
January 2008 and applies to earnings after 31 December
2007. A lower withholding tax rate may be applied if there is
a tax treaty between Mainland China and the jurisdiction of
the foreign investors. For the Group, the applicable tax rate is
5%. The Group is therefore liable to withholding taxes on
dividends distributed by those subsidiaries established in
Mainland China in respect of earnings generated from 1
January 2008.

The Group has recognised deferred tax liabilities in respect of
temporary differences relating to all the unremitted earnings
of its subsidiaries established in the PRC as at the end of
each reporting period.

There are no income tax consequences attaching to the
payment of dividends by the Company to its shareholders.

RIFPESRAEHE - £ BEAMAK
VYRINERRFANEREETRRES
ARE BB N 10% TR - thiR
EB-_ZTNF—HA - BRRERLE
AR-ZZEZ+F+-_A=+—HZEHX
B o fisi o B 3 B i FSNBI AR B B P
BRVZEERIIATKIHE - BIFENHR
RRBEMAR - AEENEARER
5% ° Ett - AEEE NS B AL
B EE ST N\F—HA—BHA
RRERE BRI AR - REBAR L
BANTRIOM

REBREHR - AEECHEETES

BRI B R BT RIEH B AE
MEREZRERDRETEHARE -

B AR R A E BRI B A R
PSR -
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23. SHARE CAPITAL 23. A
Shares g
2018 2017
—E-N\F —T—+tF
HK$'000 HK$'000
FHET FH&TT
Authorised: %RRE 8
5,000,000,000 (2017: 5,000,000,000) 5,000,000,000 (=& —+4F :
ordinary shares of HK$0.01 each 5,000,000,000) f& & IR EE
(2017: HK$0.01 each) 001 BT(ZE—+F:
FMREEO.01EIT) @R 50,000 50,000
Issued and fully paid: BETWHR -
800,000,000 (2017: 800,000,000) 800,000,000 (=& —+4% :
ordinary shares of HK$0.01 each 800,000,000) f% & & &
(2017: HK$0.01 each) 0.01 BT (ZE—t%F:
FREEO.01B7T) T @EAR 8,000 8,000

A summary of movements in the Company’'s share capital
and share premium account is as follows:

RAFBRARB S ERESBRNT

Number of Share
shares in Share premium
issue capital account Total
28T
KRB E BA&  BROEER st
HK$'000 HK$'000 HK$'000
FHT TFHET FHET
At 1 January 2017 RZE—+4F
—H—H 1 - - -
Capitalisation issue BEAREELT 599,999,999 6,000 (6,000) -
Initial public offering NG = 200,000,000 2,000 73,000 75,000
Share issue expenses RMHEFEITHZ - - (9,249) (9,249)
At 31 December 2017 and RZ-ZZT—+F
31 December 2018 +=-—A=+—H
RZZT—\F
+=-—A=+—8H 800,000,000 8,000 57,751 65,751
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24. RESERVES 24.

The amounts of the Group’s reserves and the movements
therein for the reporting period are presented in the
consolidated statement of changes in equity.

Statutory surplus reserve

Pursuant to the relevant laws and regulations in the PRC, the
companies registered in the PRC shall appropriate a certain
percentage of their net profit after tax (after offsetting any
prior years' losses) calculated under the accounting principles
generally applicable to the PRC enterprises to the reserve
fund. When the balance of this reserve fund reaches 50% of
the entity's capital, any further appropriation is optional. The
statutory surplus reserve can be utilised to offset prior years’
losses or to increase capital. However, the balance of the
statutory surplus reserve must be maintained at a minimum
of 25% of the capital after these usages. After making the
appropriation to the statutory surplus reserve, the companies
may also appropriate their profits for the year to the
discretionary surplus reserve upon approval by the board of
directors or the shareholders in a general meeting.

Merger reserve

The merger reserve represented the difference between the
Company’s shares of the nominal value of the paid-up capital
of the subsidiaries acquired and the Company's cost of
acquisition of the subsidiaries under common control upon
the reorganisation undergone by the Group.

SERGERENFEEREZEB R

EEBSRFEE

Rz EARBRERER - R BEMA
AAARRETECEEBEANEA
RAGTENRRANETE DL (REH
NEFEERR) RERBES - B

EEMEHRELTERL0% F - Aa]A]
BB AT GBEEELER - ATAH

EHARAREAEFEREENIEE
AW ERRNEERRHBEESRRD
IRIERTE BN 25% © VA E B EREH
EHBRE AR T AIKEESHRR
RERASHER  BARFHBBREME
T AR

R

EHREIDEAKEETEER AR
AIEE T IR T B A AR AN ) B
B KX B YR A B 122 Il ) B B X B B9 K
RZBERZH -
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25.

—F-/\F+=A=1-H

SHARE OPTION SCHEME

The Company operates a share option scheme (the
“Scheme"”) for the purpose of providing incentives and
rewards to eligible participants who contribute to the success
of the Group’s operations. Eligible participants of the Scheme
include the Company’s directors, including independent non-
executive directors, other employees of the Group, suppliers
of goods or services to the Group, customers of the Group
and the Company's shareholders in the Company’s
subsidiaries. The Scheme became effective on 24 November
2017 and, unless otherwise cancelled or amended, will
remain in force for 10 years from that date.

The maximum number of unexercised share options currently
permitted to be granted under the Scheme is an amount
equivalent, upon their exercise, to 10% of the shares of the
Company in issue at any time unless the Company obtains
approval from its shareholders in general meeting and/or
other requirements prescribed under the Listing Rules and
must not exceed 30% of the total number of shares in issue
from time to time. The maximum number of shares issuable
under share options to each eligible participant in the Scheme
within any 12-month period is limited to 1% of the shares of
the Company in issue at any time. Any further grant of share
options in excess of this limit is subject to shareholders’
approval in a general meeting.

The offer of a grant of share options may be accepted within
7 days from the date of offer, upon payment of a nominal
consideration of HK$1 in total by the grantee. The period
within which the shares must be taken up under an option
shall be determined by the Board at its absolute discretion
and in any event, such period shall not be longer than 10
years from the date upon which any particular option is
granted in accordance with the Scheme.
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25.

26.

27.

== eE = =7—1E
SHARE OPTION SCHEME (Continued)

The subscription price shall be determined solely by the
directors, but may not be less than the highest of: (i) the
closing price of the shares of the Company as stated in the
Stock Exchange’s daily quotations sheet on the date of grant
of the option, which must be a business day; (ii) the average
of the closing prices of the shares of the Company as stated
in the Stock Exchange’s daily quotation sheets for the five
business days immediately preceding the date of grant of the
option; and (iii) the nominal value of a Share on the date of
grant of the option, provided that in the event of fractional
prices.

The Company, by resolution in general meeting or the
directors may at any time terminate the operation of the
Share Option Scheme and in such event no further options of
the Scheme wiill be offered but those options granted prior to
such termination shall continue to be valid and exercisable in
accordance with the previous provisions of the Scheme.

No share option has been granted since the adoption of the
Scheme.

CONTINGENT LIABILITIES

The Group had no significant contingent liabilities at the end
of the reporting period.

PLEDGE OF ASSETS

Details of the Group’s bank loans and overdrafts, which are
secured by the assets of the Group, are included in note 21
to the financial statements.

25.

26.

27.

BT 8 (])

REBEEFHEFTEIRET  TFER
TI&EEE (I ARARODRE L BER
BEM(AREXA)EBIMEBA®RE
RITBZWHE : (N RNRARGEEE
BB B A (A& 5 AR A
BRMER 2 FHWRHE - R i) BHR
RHOREEER Bz mE  HEHHIRTE
B -

ARRERRAG LBBRARKES
A BERF AR LB IR AERT S MAEBR T
TRERLFE ZEABRE  EZE
PR RE AR L BT IR H 2 BB A i AR AR AT 81 22 i
XAEEE M ATITE ©

SR BIE - BRI AR -

KRAE
RIS AREREEARARE -

EEEHA

HASEEERANARBRITERR
BEXABENMEHRERME21
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28. OPERATING LEASE ARRANGEMENTS
(a) As lessor

The Group leases its prepaid lease payments for
buildings (note 17 to the financial statements) under
operating lease arrangements, with leases negotiated
for terms of six years. The terms of the leases generally
also require the tenants to pay security deposits and
provide for periodic rent adjustments according to the
then prevailing market conditions.

At 31 December 2018, the Group had total future
minimum lease receivables under operating leases with
its tenants falling due as follows:

28. REBELH

(a)

EHHEA

AEBERBELEHELHHBARR
FRMEERAMBHRRME
17) MHIHE RN F - HEH—
RIMEBXREPXNFRES - WIKE
R EHARES -

A= \Ft+-A=+—B &
EEIRE AP REERENHR
R RSB R B A0
RO

2018 2017

—E-N\EF —EFE—+F

HK$'000 HK$'000

TFET FETT

Within one year —FR 1,258 1,300
In the second to fifth years, EFEZERF(BREEEWE)

inclusive 4,658 5,444

After five years RFE& - 699

5,916 7,443
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28. OPERATING LEASE ARRANGEMENTS 28. REHERH (&)
(Continued)
(b) Aslessee (b) #EREEA
The Group leases certain of its land and buildings and AEBRBESLEHETHHEABET

=5
office equipment under operating lease arrangements, T REF R ARME BT
with leases negotiated for terms ranging from one to R—E = ke o

twenty years.

At 31 December 2018, the Group had total future NR_FE—NE+-_A=+—H' '«
minimum lease payments under operating leases falling SEREBELERENRRFERE
due as follows: NREENEEERAT -
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
FE&T FH&TT
Within one year —F R 2,599 1,930
In the second to fifth years, FFEERAF(BIEEEMTE)
inclusive 5,902 6,485
After five years RFE - 884
8,501 9,299
29. COMMITMENTS 29. &iE
Except for the operating lease commitments detailed in note B £ 2 BT 5 28(b) 7 it A 4% & FH & R IE
28(b) above, the Group had the following capital N REBRHRE BIREA AT E A%
commitments at the end of the reporting period: ¥
2018 2017
—E-N\F T —+t5F
HK$'000 HK$'000
FET FH&T
Within one year —FR 106 6,551
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30. RELATED PARTY TRANSACTIONS 30. EEBARS
In addition to the transactions detailed elsewhere in these MZEVERREMIBOFEMRBNIZTSH
financial statements, the Group had the following transactions Gh s REBRBEZE-_ZEZ—NE+=-HA
with related parties during the year ended 31 December =+ AL FEAEBRFETUTRS
2018:
(a)  Names of the Group's principal related parties and their (a) AEEFTZ@HEHmHILBELHEEARNE
relationship with the Group: EHERE -
Name of related parties Relationship
)yt 2R
Jinxin China Limited (" Jinxin") Company controlled by Mr. Wong
sEPHERAFE(€E)) B EES 2 AR
(b) The outstanding balance with a related party is as (b) MR—BEBSBRENT
follows:
2018 2017
—E-N\F —E—+tF
Maximum Maximum
amount amount
outstanding outstanding
BERMT =R

(c)

HK$'000  HK$'000 HK$'000 HK$'000
TERT TERT THET THAT

Jinxin /ﬁ% = - — 63,087
The above balance is unsecured, interest-free, non- LgREEEE 25 BFES
trade in nature and repayable on demand and has been MERAREREE BRZF
settled in November 2017. —tE+—ARKE -
Compensation of key management personnel of the (c) AEEMBEEEARFTH

Group:

Details of the compensation of key management ARESRATEFNHEREERA
personnel of the Group, who are the executive BHF M ERBENTBRERMES -

directors, are disclosed in note 8 to the financial
statements.
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31. NOTES TO THE CONSOLIDATED STATEMENT  31.

OF CASH FLOWS

Changes in liabilities arising from financing activities:

RERERERME

BELPELNAEE

Non-cash

changes—
As at foreign As at
1 January exchange 31 December
2018 Cashflows movement 2018
—E-N\F FREeEY —EB-N\F
—A—H BenE —NEZH t-A=t-H
HK$’000 HK$'000 HK$'000 HK$'000
THET THER THER THET
Bank loans RITEK 22,627 (7.410) - 15,217

Non-cash

changes—
As at foreign As at
1 January exchange 31 December
2017 Cash flows movement 2017
—T—tF FRe#EH _—T—+F
—A—R Rensg —INEEE T-A=+—H
HK$'000 HK$'000 HK$'000 HK$'000
FAT FAT FET FET

Bank loans RITER 31,913

(9,325) 39 22,627
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32. FINANCIAL INSTRUMENTS BY CATEGORY 32. REEEINESRMIA
The carrying amounts of each of the categories of financial REMEEAKR - BRI TEZER
instruments as at the end of each reporting period are as BT :
follows:
31 December 2018 —E2-N\E+=ZA=+—H
Financial assets EREE
Financial
Financial assets at
asset at amortised
FVPL cost Total
BARE R 8 R AR
sTABEN STEH
TREE SREE st
HK$’000 HK$'000 HK$°000
FET F#ExT FET
Financial asset at FVPL BARERAERD
TREE 4,632 = 4,632
Trade receivables FEW R S FTE - 17,441 17,441
Financial assets included in STATBNFOE -
prepayments, other E At e IR
receivables and other assets HEtEENSRIEE - 7,441 7,441
Cash and cash equivalents He RIS EEY - 30,938 30,938
4,632 55,820 60,452
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Notes to Financial Statements (Continued)
RSB R MEE (8)

31 December 2018 —ZE—\E+=-A=+—H

32. FINANCIAL INSTRUMENTS BY CATEGORY 32. FERES NSRBI A (E)
(Continued)
31 December 2018 (Continued) —B-NEL+=A=1+—H8 ()
Financial liabilities cRAE
Financial
liabilities
at amortised
cost
£77¢: §7-]0%:N
STER
cRMEE
HK$°000
FET
Trade payables JE R SR 5,122
Financial liabilities included in ST AH M FE A5 5008 K FE AT B A Y
other payables and accruals =N 4,501
Interest-bearing bank borrowings FTEIRITER 15,217
24,840
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RS m R ()

31 Decemlocr 2008 ==3=/&E= =75

32. FINANCIAL INSTRUMENTS BY CATEGORY 32. FERES NSRBI A (&)
(Continued)
31 December 2017 —ZB—+t&+=-A=+—H
Financial assets EREE
Available-for-
Loans and sale
receivables investment Total
B K
e GRIE AHEERE 45
HK$'000 HK$'000 HK$'000
FET FET FET
Available-for-sale investment A it HEHE - 4,474 4,474
Trade receivables I ZZ ZFIE 24,900 = 24,900
Financial assets included in STATBNFOE -
prepayments, other E At e IA
receivables and other assets EWEEMNTREE 10,638 - 10,638
Pledged deposits EIRFR 9,000 = 9,000
Cash and cash equivalents e RIESEEY 57,920 = 57,920
102,458 4,474 106,932
Financial liabilities Eot= =R
Financial
liabilities at
amortised cost
R AT E
MemaE
HK$'000
FHETT
Trade payables FERN R 5 RIA 9,269
Financial liabilities included in ETAEAMENRIBERETERN
other payables and accruals TRIBE 12,361
Interest-bearing bank borrowings SHERITER 22,627
44,257
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31 December 2018 —ZE—)\FE+_-_H=1+—H

33. FAIR VALUE AND FAIR VALUE HIERARCHY OF
FINANCIAL INSTRUMENTS

As at 31 December 2018 and 2017, the fair values of the
Group's financial assets or financial liabilities approximated to
their respective carrying amounts.

Management has assessed that the fair values of cash and
cash equivalents, pledged deposits, trade receivables, trade
payables, financial assets included in prepayments, other
receivables and other assets, interest-bearing bank
borrowings and financial liabilities included in other payables
and accruals approximate to their carrying amounts largely
due to the short term maturities of these instruments.

The Group's finance department headed by the finance
manager is responsible for determining the policies and
procedures for the fair value measurement of financial
instruments. At each reporting date, the finance department
analyses the movements in the values of financial
instruments and determines the major inputs applied in the
valuation. The directors review the results of the fair value
measurement of financial instruments periodically for annual
financial reporting.

The fair values of the financial assets and liabilities are
included at the amount at which the instrument could be
exchanged in a current transaction between willing parties,
other than in a forced or liquidation sale.

33.

ERMIANDIAERDABEER

RoF - N F e
= ey = Zli’iir'aﬂé?ji(ﬁ%ﬂ%%\
MAREREBREEES

BREEEENEL ReRkREEFE
W EBRER BRRHRIE - BHR
SFIE ~ FT AT FIE « EAth e IR
MEMEBENEMEE HERTHE
F o AAHMENFIBEREFERNS
MEEZANERSEEREEMRSE
EEHARZETARERARE -

AEEPBHBMBELEETE  AEE
EEMTAARBEFENBRRRER -
RERER  BBHI TSR T AEE
25 BEXUARGENTIZGAR
B -EXTHEMERIAARENE
R HEEMBREER -

ERMEEMNBENAREBENZIARE
X575 (MIERESFRHEE) BRI
HINARZFEERAR -
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33. FAIR VALUE AND FAIR VALUE HIERARCHY OF

FINANCIAL INSTRUMENTS (Continued)

The fair value of the Group's financial asset at FVPL, which
was previously classified as an available-for-sale investment,
is categorised within Level 3 of the fair value hierarchy which
is measured based on significant unobservable inputs and
has been estimated based on the surrender value of the
policy as disclosed in note 14 to the financial statements. The
fair value of the insurance policy is mainly affected by its
surrender value as the directors expected the other
unobservable inputs such as insurance risk would not have
significant impact on the fair value of the insurance policy.
The surrender value of the insurance policy was obtained
from the insurance company without any adjustment. The
directors believe that the estimated fair value and the related
changes in fair values are reasonable, and that they were the
most appropriate values at the end of the reporting period.

There were no transfers of fair value measurements between
Level 1 and Level 2 and no transfers into or out of Level 3
during the year ended 31 December 2018.
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Notes to Financial Statements (Continued)
ISR R MR (48)
& DEEEr A8 == NeE = =r—8

34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. Bi¥EKREEEEREE

AND POLICIES

The Group's principal financial instruments comprise interest-
bearing bank borrowings and cash and cash equivalents. The
main purpose of these financial instruments is to raise finance
for the Group’s operations. The Group has various other
financial assets and liabilities such as trade receivables and
trade payables, which arise directly from its operations.

The main risks arising from the Group's financial instruments
are interest rate risk, foreign currency risk, credit risk and
liquidity risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised below.

Interest rate risk

The Group's exposure to the risk of changes in market
interest rates relates primarily to the Group’s bank borrowings
with a floating interest rate.

The following table demonstrates the sensitivity to a
reasonably possible change in interest rate of 100 basis
points, with all other variables held constant, of the Group's
loss before tax (through the impact on floating rate
borrowings).

AEETIE2CRITABRREABRITER
MRELREFEY RFERIAZ
IZEMNERN/AEELERE - A%
ERAEZERAEMEBEENARE - Hl0
REEREENRERZFTARENR
SR e

FRAEESRIAZ T ERKR AT
Al  EEECERAPETEZER
82 K - BURBEEMT -

MERER

AEBHEEBNMSHN XSGR TR HE
REBUAFENF RETBRIRITIERBR

TREREEMEFOR[AZE ZBER
T MEABEAEEE100EEE &
AEBRRRAEE (BT EERNFE
B) 2D -

(Increase)/decrease in
the Group's loss before tax

FEBBRBATEE (B, B

2018 2017
—E-N\F —EF—+F
HK$'000 HK$'000
T FHET

If interest rates decrease by fis] F1) 2= T B& 100 B E 2
100 basis points 152 226

If interest rates increase by fis F1 == 42 00 100 1EFL2H
100 basis points (152) (226)
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)
Foreign currency risk

The Group has transactional currency exposures. Such
exposures arise from sales or purchases by operating units in
currencies other than the units’ functional currencies.

The following table demonstrates the sensitivity to a
reasonably possible change by 5% in the HK$ exchange rate
against RMB, with all other variables held constant, of the
Group's loss before tax due to changes in the translated
values of monetary assets and liabilities.

MR EEE R R REEEK (&)

SMEE LB

AEEEERZEERER - ZFRRK
BEBEMUINREEENERETE
BATE

TRETEEMEHFARFEIE2E)
T BTRAARBZER EETQE@
5% HAKBE(HRERMUEELAR
MEBEIEY) RNAMER SRS
i

(Increase)/decrease in
the Group's loss before tax

FEBBRBATEE (BB

2018 2017

—E-N\F —E—+F

HK$’000 HK$'000

F#&x FHT

If HK$ strengthens against RMB B THARERE 981 505
If HK$ weakens against RMB B THARKEE (981) (505)

Credit risk

The Group trades only with recognised and creditworthy third
parties. It is the Group's policy that all customers who wish
to trade on credit terms are subject to credit verification
procedures. In addition, receivable balances are monitored on
an ongoing basis and the Group's exposure to bad debts is
not significant.
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Notes to Financial Statements (Continued)
ISR R MR (48)
31 December 2018 —ZE—N\E+-_HA=+—H

34. FINANCIAL RISK MANAGEMENT OBJECTIVES 34. BIEKMEEBEEREKE (&)
AND POLICIES (Continued)

Maximum exposure and year-end staging as at 31 N-ZE—NE+=-B=+—HBHE#
December 2018 A 23R KRR

The table below shows the credit quality and the maximum TRINTUAEEZEBRRAKENE
exposure to credit risk based on the Group's credit policy, EEEZLNEZERE R AEATREE - =
which is mainly based on past due information unless other ZUEAMERBKE  WHBATLED
information is available without undue cost or effort, and year- MBS RS DB ESHH M E R K&
end staging classification as at 31 December 2018. RZE—N\E+_A=+—BUE&ER

2D BRNSE R

12-month ECLs Lifetime ECLs

12 {8 B 78 & 2 HTEH
EEEE FEEE
Simplified
Stage 1 approach Total
F—MEE Bk et
HK$'000 HK$’000 HK$'000
FET FET FET
Trade receivables* FEUI R S FRIA * - 17,441 17,441
Financial assets included in FTATERFIA -
prepayments, other H th i W RRIE %
receivables and other assets ~ Hfh EEN SR EE
— Normal** = T 7,441 - 7,491
Cash and cash equivalents BeRIReEEY
— Not yet past due — WARBEA 30,938 - 30,938
38,379 17,441 55,820
* For trade receivables to which the Group applies the simplified approach * ANE B E AL R WA 5B ETT
for impairment, information based on the provision matrix is disclosed WEME - ABEERBEKIENER DRI
in note 16 to the financial statements, respectively. IS MARM L1645 -
** The credit quality of the financial assets included in prepayments, other LI AFENIE - HitERZEREMEER
receivables and other assets is considered to be “normal” when they SRMEENRIEABHATEERRBAES
are not past due and there is no information indicating that the financial A TR LA R H IR 15 B R b A I8 S 1S N H 15
assets had a significant increase in credit risk since initial recognition. AT EEBEEEWRAIES] T8 &
Otherwise, the credit quality of the financial assets is considered to be RMEENEEGEHR A [AIE] -
“doubtful”.
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34. FINANCIAL RISK MANAGEMENT OBJECTIVES

AND POLICIES (Continued)

Maximum exposure as at 31 December 2017

The credit risk of the Group’s other financial assets, which
comprise cash and bank balances and deposits and other
receivables, arises from default of the counterparty, with a
maximum exposure equal to the carrying amounts of these
financial assets.

As at 31 December 2017, the Group had certain
concentrations of credit risk as 61% of the trade receivables
were due from the Group's five customers. In order to
minimise the credit risk, the financial department has been
delegated by the management of the Group to be responsible
for the determination of credit limits, credit approvals and
other monitoring procedures and the review of the
recoverable amount of each material individual debt at the
end of each reporting period to ensure that adequate
provision for impairment losses is made for irrecoverable
amounts. In addition, the Group continuously monitors its
trade receivable balances so as to ensure that the Group will
not be subject to material bad debt risk. Since the Group only
trades with third parties recognised to be creditworthy,
management considers that the credit risk in respect of the
Group's customers is limited. Further quantitative data in
respect of the Group’s exposure to credit risk arising from
trade receivables are disclosed in note 16 to the financial
statements.
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Notes to Financial Statements
ISR R MR (48)

31 December 2018 —ZE—/\F+=-HA=+—H
34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Liquidity risk

The Group’s policies are to regularly monitor the current and
expected liquidity requirements, and to ensure that it
maintains sufficient reserves of cash and available banking
facilities to meet its liquidity requirements in the short and
longer term.

The maturity profile of the Group’s financial liabilities as at the
end of each reporting period, based on the contractual
undiscounted payments, is as follows:

(Continued)

34. MKEREEBERBEK (&)

RBESRR

AEEBRRREMERENRARRD
Be®k BRECHASHERATD
RRTHEREEANERARDEESS

UTEIIAEERERERRBEEHD
ATBEMNFOTNERMEER AN

31 December 2018
—E-N\E+=-A=+—H

On demand Within 1 year Total
REREE —FR At
HK$’000 HK$°000 HK$°000
FET FET FET
Interest-bearing bank STESRITHER

borrowings 15,217 - 15,217
Trade payables BRI R SFIE - 5,122 5,122

Financial liabilities included in &t A EL b fE (< 2018 [
other payables and accruals EEtEANTGAE - 4,501 4,501
15,217 9,623 24,840

31 December 2017
—E—tF+ZA=+—H
On demand Within 1 year Total
RERER —FA #agt
HK$'000 HK$'000 HK$'000
FHT FHET FH&T
Interest-bearing bank STESRITER

borrowings 22,627 - 22,627
Trade payables N SHIE - 9,269 9,269

Financial liabilities included in 5T A E fib fE {~f 3018 K%
other payables and accruals EstERMIKaE 36 12,325 12,361
22,663 21,594 44,257
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B 5= P T (A8 )
31 December 2018 —ZE—/\#F+=F=+—H

34. FINANCIAL RISK MANAGEMENT OBJECTIVES
AND POLICIES (Continued)

Capital management

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

The Group manages its capital structure and makes
adjustments to it in light of changes in economic conditions
and the risk characteristics of the underlying assets. To
maintain or adjust the capital structure, the Group may adjust
the dividend payment to shareholders, return capital to
shareholders or issue new shares. The Group is not subject
to any externally imposed capital requirements. No changes
were made in the objectives, policies or processes for
managing capital during the year ended 31 December 2018.

The Group monitors capital on the basis of the net cash-to-
capital ratio, which is net cash divided by total equity.

The net cash-to-capital ratio as at the end of the reporting
periods was as follows:

4. BEREEBFRBEK (H)

EXERE

AEBEEAREENTIZENERRESR
BEZYHRPFRBERLE  UAXFHE
BREAEBERER -

AEBRBEESARNEE NEBEEN
R HEELABEANRE - RER
KFBEARE  AEEXNEFHBRRK
KA B9 B B~ AR [ 3 3 3 1T AR
o REETZINRENE AR TEN
BR-BE-_FT-N\F+-_A=t+—H
FE - EBEEANER  BRRAEF
BimI A -

REB AR S FRE WAL R REFER
BRoAfaiges) REEEIRER

BERARNIRSFREBRALLRAT

2018 2017

—E-N\F —E—+F

HK$'000 HK$'000

F#ET FHET

Cash and cash equivalents ReRRSZEY 30,938 57,920
Less: Interest-bearing bank borrowings & : 5H 2 RITE K (15,217) (22,627)
Net cash REFEE 15,721 35,293
Total equity B 63,106 78,084
Net cash-to-capital ratio R FRERA L= 24.9% 45.2%
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31 December 2018 —ZE—)\FE+_-_H=1+—H

35. EVENTS AFTER THE REPORTING PERIOD 35. EMEEE
There is no material subsequent event undertaken by the ASIN F| B AN 2 E R =22 = )\ - = B
Company or the Group after 31 December 2018 and up to the =+ BEREENEZZHHIREB
date of approval of these financial statements. HABf TR E R HA8 518 o

36. STATEMENT OF FINANCIAL POSITION OF THE 36. &2 @B KRR E
COMPANY

Information about the statement of financial position of the RN TRBEH RSB EAEE
Company at the end of the reporting period is as follows: KINTFFR :

31 December 31 December

2018 2017
—E-N\F —EF—+F
t=A=+-B t-A=+-8
HK$’000 HK$'000
FET FET
NON-CURRENT ASSETS ERBEE
Investments in subsidiaries* REHTB AR * 10,000 =
CURRENT ASSETS REBEE
Amounts due from subsidiaries NG 47,197 15,048
Prepayments, other receivables TEfRIE - ﬁﬁﬁﬁﬂ&%ﬁﬁ&
and other assets HEmEE 150 =
Cash and cash equivalents B RIREEEY 1 50,110
Total current assets MBI EEME 47,348 65,158
CURRENT LIABILITIES nREBE
Other payables and accruals H b e IE KR ERT B R 2,489 4,180
Total current liabilities mEBEEE 2,489 4,180
NET CURRENT ASSETS REBEEFE 44,859 60,978
Net assets BEFE 54,859 60,978
EQUITY R
Share capital & 7 8,000 8,000
Reserves (note) & (A a) 46,859 52,978
Total equity Edatr 54,859 60,978
e As at 31 December 2017, the investment in a subsidiary of the e RZFE—+F+ZA=+—H8 '  ARREKE
Company was US$1 (HK$8). WEAREEA1ET(8BT) °
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31 December 2018 —ZE—/\#F+=F=+—H

36. STATEMENT OF FINANCIAL POSITION OF THE

36. R AMBAMRE (K)

COMPANY (Continued)
Note: Biat -
A summary of the Company’s reserves is as follows: RARHEEEE T -
Share Accumulated
premium losses Total
B4R E By i #Et
HK$'000 HK$'000 HK$'000
FAT FHAT FHET
]
Balance at 1 January 2017 R-E—+F—A—HZ&#% - - -
Loss for the year FAERE = (4,773) (4,773)
Issue of shares (note 23) Retn 817 (M7E 23) 73,000 - 73,000
Share issue expenses (note 23) f&tn B 1TR X (M1 23) (9,249) = (9,249)
Capitalisation Issue (note 23) B BT (M3 23) (6,000) - (6,000)
At 31 December 2017 RZF—+tHF+ZA=+—AK
and 1 January 2018 —Z—-N\F—A—H 57,751 (4,773) 52,978
Loss for the year FREE - (6,119) (6,119)
At 31 December 2018 RZZE—-NF+ZA=+—H 57,751 (10,892) 46,859

37. APPROVAL OF THE FINANCIAL STATEMENTS

The financial statements were approved and authorised for
issue by the board of directors on 26 March 2019.
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Four Year Financial Summary
U FE R E

A summary of the results and of the assets and liabilities of the T~ #{%I 2 &= B FA 81 /0 B B E [ 2 245 1A
Group for the last four financial years, as extracted from the REERBEME X DEEEAEBRZE A M
published audited financial statements and restated/reclassified as QT IEHRK - WEBEE S EHHLE -

appropriate, is set out below:

Year ended 31 December

BEt-A=T-HLEE

2018 2017 2016 2015
el =t =T N = R&E
HK$'000 HK$'000 HK$'000 HK$'000
FET FET FHE T FET
RESULTS ]
REVENUE Uk &% 64,510 74,371 72,624 82,829
Cost of sales HEK AR (51,232) (48,853) (45,617) (56,558)
Gross profit EF 13,278 25,518 27,007 26,271
Other income and gains Hib g A K igzs 2,037 642 1,515 678
Selling and distribution expenses $4& & 5 45 = (7,579) (6,408) (6,952) (7,668)
Administrative expenses 1TERSE (16,456) (9,831) (7,752) (8,195)
Impairment losses on TRIEERERRE
financial assets (499) - - -
Other expenses HEmAxs (2,301) (20,108) (10,303) (1,317)
Finance costs BB KR (886) (2,291) (2,892) (3,238)
(LOSS)/PROFIT BEFORE TAX  B&BimI (&), R (12,406) (12,478) 623 6,531
Income tax credit/lexpenses)  FTER (%), (F) 1,551 (712) (1,100) (1,853)
(LOSS)/PROFIT FOR THE YEAR &£ (E518) %% (10,855) (13,190) (477 4,678
ATTRIBUTABLE TO OWNERS & AT#HAE AEL
OF THE PARENT (10,855) (13,190) (477) 4,678
REZERERAT /201845E5s 183



Four Year Financial Summary (Continued)
WERBERE (8

ASSETS AND LIABILITIES BEERERE
As at 31 December
R+=-HA=+-—H
2018 2007 2016 2015

—E-N\E T+ —ZT-—RE —ZT-HE
HK$'000 HK$'000 HK$'000 HK$'000
FHET FET FET FHET

TOTAL ASSETS BAERE 92,631 129,359 118,334 149,743
TOTAL LIABILITIES BERE (29,525) (51,275) (56,949) (82,332)

63,106 78,084 61,385 67,411
goe Hist :

The financial information for the years ended 31 December 2015 and 2016 were  #HE-Z—AFR-_T—XR"F+-_A=+—BHILFEHH
extracted from the prospectus of the Company dated 30 November 2017. No financial BERDRGEEARAARBHA TS —+tFE+—A=1+88
statements of the Group for the year ended 31 December 2014 have been published. BRER AEERENBREZ_T—NF+=_A=1+—
The summary above does not form part of the audited financial statements for the HIEFENMBHRE Ll ESTEREEZE_T—N\F
year ended 31 December 2018. TZA=T—BUEFENEEZMBRE -
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