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CHARACTERISTICS OF GEM OF THE STOCK
EXCHANGE OF HONG KONG LIMITED (THE
"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 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
Exchange take no responsibility for the contents of
this report, make no representation as to its accuracy
or completeness and expressly disclaim any liability
whatsoever for any loss howsoever arising from or in
reliance upon the whole or any part of the contents of
this report.

This report, for which the directors of Chinese Food
and Beverage Group Limited (the “Company”) (the
“Directors”) collectively and individually accept full
responsibility, includes particulars given in compliance
with the Rules Governing the Listing of Securities on
GEM of the 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.

This report will remain on the “Latest Company
Announcements” page of the GEM website at
www.hkgem.com for at least seven days from the
date of its publication and the Company’'s website at
www.cfbgroup.com.hk.
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FIVE-YEAR FINANCIAL SUMMARY

The financial results of the Group for the financial years 2014 to 2018 and the assets and liabilities of the
Company and its subsidiaries (collectively, the “Group”) as at 31 December 2014, 2015, 2016, 2017 and 2018

4

are as follows:

Year ended Year ended Year ended Year ended Year ended
31 December 31 December 31 December 31 December 31 December
2018 2017 2016 2015 2014
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
(Restated)
Results
Continuing operations
Revenue 23,152 41,673 44,390 62,097 46,771
Gross profit 3,788 13,840 15,073 14,844 6,517
Profit (loss) for the year from
continuing operations 85,043 (24,797) (86,981) (104,101) (180,791)
Discontinued operation
Loss for the year from
discontinued operations = (1,772) (22,886) - -
Profit (loss) for the year 85,043 (26,569) (109,867) (104,101) (180,791)
Profit (loss) for the year
attributable to:
- Owners of the Company 85,041 (25,753) (108,704) (104,086) (180,480)
— Non-controlling interest 2 (816) (1,163) (15) (311
85,043 (26,569) (109,867) (104,101) (180,791)
At At At At At
31 December 31 December 31 December 31 December 31 December
2018 2017 2016 2015 2014
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
Assets and liabilities
Total assets 57,437 268,602 283,191 338,532 343,688
Total liabilities 38,331 289,180 287,555 530,302 431,433
Net assets/(liabilities) 19,106 (20,578) (4,364) (191,770) (87,745)
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MANAGEMENT DISCUSSION AND ANALYSIS

BUSINESS AND FINANCIAL REVIEW
Revenue

During the year ended 31 December 2018 (the "“Reporting Period”), the Group recorded a revenue of
approximately HK$23,152,000 (2017: approximately HK$41,673,000), approximately representing a 44% decrease
as compared with the last corresponding period.

Results for the year

The Group recorded a profit of approximately HK$85,043,000 for the Reporting Period, as compared with a
loss of approximately HK$26,569,000 of the last corresponding period. The profit for the Reporting Period was
mainly due to dividend from financial assets at fair value through other comprehensive income, reimbursement
of interest on convertible bonds, gain on disposal of a joint venture, share of profit of joint ventures, decrease
in finance costs and share of loss of associates and these were compensated by decrease in revenue and gain
on disposal of a subsidiary.

Catering Business

The segmental revenue of the catering business for the Reporting Period was approximately HK$23,152,000
(2017: approximately HK$41,673,000), representing a decrease of approximately 44% as compared with the last
corresponding period. The revenue decreased in this business was due to the renovation of the restaurant
operated by the Group in Wanchai during the period from April to July of 2018. The restaurant has resumed
operation in early July 2018 under the new brand named Fooklore (£4&) (formerly known as Guo Fu Lou (B

®12)).

After the renovation, the revenue of the restaurant has been steadily recovering. The Company believes that
the restaurant’s performance will continuously improve by providing a new dining experience for customers.
Meanwhile, other factors from the economy and markets have brought negative impact to the catering industry
in Hong Kong, such as the deflation of the RMB have affected the willingness of spending of the customers,
especially the Mainland Chinese travelers.

In order to improve the Group's performance amidst of external uncertainties, the Company is taking strategic
steps to improve brand recognition by broadening the promotion of the brand image and market recognition.
It is also expected that the new dining experience and the new menu items of the restaurant would able to

attract both local and Mainland Chinese customers among different age groups so that the customer base
would be expanded.

Securities Trading

There was no gross proceeds from disposal of held-for-trading investments for the Reporting Period (2017:
approximately HK$357,000).

CAPITAL STRUCTURE
There was no change in the Company’s capital structure during the Reporting Period.

As at 31 December 2018, the Company's issued share capital was HK$63,403,200 and the number of its issued
ordinary shares was 3,170,160,000 shares of HK$0.02 each (the “Shares”).
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MANAGEMENT DISCUSSION AND ANALYSIS

SIGNIFICANT INVESTMENTS

As at 31 December 2018, the Group has 19% equity interest in Flame Soar Limited (2017: Nil)

ADVANCE TO ENTITY
Advance to entity in the amount of HK$44,000,000

Details of advance to entity in the amount of HK$44,000,000 paid to Key Ally Limited were set out under the
section of "Advance to Entity” on pages 13 to 14 of the Company’s quarterly report for the three months
ended 31 March 2014. The Directors considered that the likelihood of recovery of the outstanding principal
and accrued interest amount was very remote and the impairment loss of loan receivables of HK$28,225,000
was recognised during the eight months ended 31 December 2013. During the Reporting Period, the Group
totally received approximately HK$1,405,000. The Group will proceed to recover the outstanding amount in
reliance on legal advice.

LIQUIDITY AND FINANCIAL RESOURCES

The Group has principally financed its operations by internal resources and debt financing. The Reporting
Period ended with the net current liabilities of approximately HK$31,229,000 (2017: approximately
HK$93,529,000) including the bank balances and cash of approximately HK$1,294,000 (2017: approximately
HK$2,870,000).

As at 31 December 2018, the Group had other borrowings amounted to approximately HK$2,095,000 (2017:
approximately HK$70,000,000) and obligations under finance leases of approximately HK$285,000 (2017:
approximately HK$870,000). The gearing ratio, computed as total liabilities to total assets, is 0.67 at the end
of the Reporting Period (2017: 1.08).

FOREIGN CURRENCY EXPOSURE

Most of the transactions of the Group are denominated in Hong Kong dollars and the Group’s major foreign
currency exposure is in United States dollar which Hong Kong dollar has been pegged. The Group does not
have a foreign currency hedging policy as the Board considers that such risk is low. However, the management
will monitor foreign exchange position and will consider appropriate action should the circumstances change.

CHARGE ON GROUP’S ASSETS
As at 31 December 2018, the Company has pledged 70% equity interests of Able Wind Limited to secure

an other borrowing of HK$1,000,000 (2017: approximately HK$226,843,000 certain assets with fair value were
pledged for convertible bonds).

CAPITAL COMMITMENTS
As at 31 December 2018, the Group did not have any capital commitment (2017: Nil).

CONTINGENT LIABILITIES

As at 31 December 2018, the Group did not have any material contingent liability (2017: Nil).
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MANAGEMENT DISCUSSION AND ANALYSIS

MATERIAL ACQUISITIONS AND DISPOSALS OF SUBSIDIARIES AND AFFILIATED
COMPANIES

Disposal of Flame Soar Limited

On 11 December 2017, the Company entered into the sale and purchase agreement, in relation to, among
other things, the Restructuring and the Disposal (as defined in the Company's circular dated 28 February
2018), to dispose of 31% equity interest in Flame Soar Limited, being the holding company of Fook Lam Moon
Restaurant Limited, Fook Lam Moon (Kowloon) Restaurant Limited and Fook Lam Moon F&B Management
Limited at a consideration of HK$173,920,000 (“Possible Disposal”), in which constituted a very substantial
disposal and connected transaction of the Company. A circular setting out, among other things, details of the
above matters was published on 28 February 2018.

An extraordinary general meeting of the Company was held on 19 March 2018, the Possible Disposal has been
approved by the shareholders of the Company and subsequently, completed on 25 October 2018.

For details, please refer to the announcements of the Company dated 12 July 2017, 1 September 2017,
29 September 2017, 7 November 2017, 11 December 2017, 2 January 2018, 1 March 2018, 19 March 2018,
29 March 2018, 31 May 2018, 15 June 2018, 16 July 2018, 18 July 2018, 20 July 2018, 31 July 2018, 20 August
2018, 11 September 2018, 3 October 2018, 12 October 2018 and 25 October 2018; and the circular of the
Company dated 28 February 2018.

Save as disclosed in this report, the Group did not have any other material acquisition and disposal of
subsidiaries and affiliated companies for the year ended 31 December 2018 and up to the date of this report.

PROSPECT AND OUTLOOK

The Group has been principally engaged in the local catering business. It is the Group's corporate strategy
to explore other industries with good business potential and growth prospects, including but not limited to,
the food and beverage industry in the PRC. Subject to the approval by the shareholders of the Company, the
Group may proceed a potential capital reorganization and may have a potential fund raising exercise shortly
after the publication of the annual results announcement of the Group for the year ended 31 December 2018.

Fooklore (Z18)

One of the current key businesses of the Group is the catering business. The Group operated its catering
business in the name of Fooklore (£4&) (formerly known as Guo Fu Lou (Elf&#£)), a renowned Michelin One
Star restaurant) tailored to provide premium Chinese banqueting services for corporate and family gatherings as
part of its development in the industry. The restaurant had been renovated in early April of 2018 and resumed
the business in early July of 2018, therefore, the revenue of the Group in the second quarter was temporarily
affected. After the renovation, the revenue contributed by Fooklore has been steadily recovering. The Company
believes that Fooklore will continuously improve its performance by providing a new dining experience for
customers. In order to improve the Group's performance, the Company is taking strategic steps to broaden
the promotion of the brand image and market recognition. It is also expected that the new dining experience
and the new menu items of Fooklore would able to attract both local and Mainland Chinese customers among
different age groups so that the customer base would be expanded.
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MANAGEMENT DISCUSSION AND ANALYSIS

Other catering business

The Company has, from time to time, reviewed business projects and looking for other investment opportunities
in the catering and food processing industry in Hong Kong, aiming at exploring the feasibility of further
expansion in the catering business, including but not limited to opening up new restaurants and food-related
business.

LITIGATIONS

Reference is made to the claim by Megamillion Asia Limited (“Megamillion”), an indirect wholly-owned
subsidiary of the Company, against Cheong Tat International Development Limited (“Cheong Tat”) the
particulars of which have been disclosed at pages 9 to 10 of the annual report of the Company for the financial
year ended 30 April 2013. Megamillion had obtained judgment against Cheong Tat on (i) principal amount
of the loan and interest accrued thereon (the “Loan Amount”), and (i) the amount for redemption of the
convertible bond (the “Redemption Amount”).

Cheong Tat and Megamillion entered into a deed of settlement dated 31 December 2013 (the “Deed of
Settlement”) under and pursuant to which Cheong Tat transferred certain portfolio of shares in a Hong Kong
listed company for full and final settlement of the Loan Amount.

Subject to legal advice and pending ascertainment that Cheong Tat has assets available for execution,
Megamillion will proceed to recover the Redemption Amount.

Save as disclosed above, as at the date of this report, no member of the Group was engaged in any litigation
or claim of material importance and, so far as the Directors are aware, no litigation or claim of material
importance is pending or threatened against any member of the Group and that the Company will disclose
any Megamillion’s recovery action and other litigation matters of material importance wherever appropriate
or necessary.

On 11 May 2018, the Company received a statutory demand issued by the legal representative of China
Merchants Securities Investment Management (HK) Co., Limited (the “Creditor”) demanding the Company to
pay the outstanding debt in the principal amount of US$7,044,967.19 and interest in the sum of US$1,181,475.95.
The Creditor has not taken any further action since then and the amount due to the Creditor has been fully
repaid and discharged on 25 October 2018.

EMPLOYEES AND REMUNERATION POLICIES

As at 31 December 2018, for the continuing operations the Group employed a total of 60 employees (2017:
62). Staff costs for the Reporting Period, including Directors’ emoluments, were approximately HK$14,428,000
(2017: approximately HK$21,668,000).

The Group decided the remuneration and compensation payable to its staff based on individual performance
and expertise. Apart from basic remuneration, share options may be granted to eligible employees by reference
to the Group's performance as well as individual contribution.

Chinese Food and Beverage Group Limited



MANAGEMENT DISCUSSION AND ANALYSIS

DIVIDEND
The Board does not recommend the payment of dividend for the year ended 31 December 2018 (2017: Nil).

COMPETING INTERESTS

For the year ended 31 December 2018, the Directors are not aware of any business or interest of the Directors,
the substantial shareholders of the Company or any of their respective associates (as defined in the GEM
Listing Rules) that compete or may compete with the business of the Group and any other conflicts of interest
which any such person has or may have with the Group.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities transaction by the Directors on terms no
less exacting than the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules.
The Company had also made specific enquiry to all the Directors and the Company was not aware of any non-
compliance with the required standard of dealings regarding securities transactions by the Directors during
the year ended 31 December 2018.

AUDIT COMMITTEE

The Company established an Audit Committee on 10 June 2003 with latest written terms of reference adopted
on 31 December 2018 in compliance with the GEM Listing Rules. The full terms of reference setting out details
of duties of the Audit Committee is available on the websites of the Exchange and the Company.

The Audit Committee currently consists of three independent non-executive Directors namely Mr. Lau Man
Tak, Mr. Yeung Wai Hung, Peter and Mr. Ma Stephen Tsz On. The chairman of the Audit Committee is Mr. Lau
Man Tak, who has appropriate professional qualifications and experience in accounting matters.

The Group's audited consolidated financial statements for the year ended 31 December 2018 including
the accounting principles and practices adopted have been reviewed by the Audit Committee. The Audit
Committee considers that the preparation of such results complied with the applicable accounting standards,
the GEM Listing Rules and other legal requirements, and that adequate disclosures have been made.

Annual Report 2018
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DIRECTORS’ PROFILE

EXECUTIVE DIRECTORS

Mr. Chow Cheuk Hang (“Mr. Chow"”), aged 35, joined the Group on 22 December 2016 as an independent
non-executive Director, a member of each of the audit committee (the "Audit Committee”), the remuneration
committee (“Remuneration Committee”) and the nomination committee (“Nomination Committee”) of the
Company. He has been re-designated from an independent non-executive Director to an executive Director
and has simultaneously ceased to be a member of the Audit Committee, the Remuneration Committee and the
Nomination Committee with effect from 13 January 2017. He holds a degree of Bachelor of Civil Engineering
from the University of Hong Kong. Mr. Chow currently serves as Chief Operating Officer at both HMV Digital
China Group Limited (stock code: 8078) and Easy Repay Finance & Investment Limited (stock code: 8079),
both companies are listed on GEM of the Exchange. Mr. Chow has over 10 years of experience in finance and
accounting. He was a director in charge of Business Development at a venture capital with numerous successful
cases in Asia.

Ms. Wong Hei Man (“Ms. Wong"”), aged 36, joined the Group on 30 January 2019 as executive Director.
She holds a double degree of Bachelor of Applied Finance and Bachelor of Commerce — Accounting from
Macquarie University. She is also a member of the CPA Australia and has worked for an international accounting
firm and financial institutions in Hong Kong. Ms. Wong has over 10 years of professional experience in
accounting and finance.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Mr. Yeung Wai Hung, Peter (“Mr. Yeung”), aged 61, joined the Group on 1 December 2013 as an independent
non-executive Director, a member of the Audit Committee and the chairman of each of the Remuneration
Committee and the Nomination Committee. He holds a bachelor of laws degree from the University of London
and a postgraduate certificate in laws from the University of Hong Kong. He possesses experience in the areas
of mergers and acquisitions and commercial contracts. He is a solicitor of High Court of Hong Kong. Mr. Yeung
has been a practising solicitor for over 29 years and a partner of Messrs. Hau, Lau, Li & Yeung, Solicitors &
Notaries since 1992.

Mr. Yeung is currently an independent non-executive director of CircuTech International Holdings Limited (stock
code: 8051) a company listed on GEM of the Exchange.

Mr. Yeung was an independent non-executive director of The Hong Kong Building and Loan Agency Limited
(stock code: 145), a company listed on the Main Board of the Exchange, from 1 February 2011 to 2 June 2018.

Chinese Food and Beverage Group Limited



DIRECTORS’ PROFILE

Mr. Lau Man Tak (“Mr. Lau”), aged 49, joined the Group on 19 February 2019 as an independent non-executive
Director, the chairman of the Audit Committee, and a member of each of the Remuneration Committee and
Nomination Committee of the Company. He graduated from The Hong Kong Polytechnic University with a
bachelor's degree of arts in accountancy in November 1991. Mr. Lau has more than 18 years of experience
in finance and accounting. He has been an associate member of the Hong Kong Institute of Certified Public
Accountants since September 1997, a fellow member of The Association of Chartered Certified Accountants
since July 2002, a fellow member of The Hong Kong Institute of Directors since August 2012 and a member
and a fellow member of the Hong Kong Securities and Investment Institute since April 2000 and November
2015, respectively.

Mr. Lau is currently the chairman and an executive director of TEM Holdings Limited (stock code: 8346), a
company listed on GEM of the Exchange, and an independent non-executive director of each of Kingston
Financial Group Limited (“Kingston Group”) (stock code: 1031) and Synergis Holdings Limited (stock code:
2340), both listed on the Main Board of the Exchange. He is also a non-executive director and chairman of
REF Holdings Limited (stock code: 1631), a company listed on the Main Board of the Exchange. Mr. Lau was
an independent non-executive director of Sincere Watch (Hong Kong) Limited (stock code: 444) from June
2012 to December 2016, a company listed on the Main Board of the Exchange.

Mr. Ma Stephen Tsz On (“Mr. Ma"), aged 40, joined the Group on 16 February 2017 as an independent
non-executive Director, a member of each of the Audit Committee, the Remuneration Committee and the
Nomination Committee of the Company. He is a barrister-at-law at Wellington Chambers. He was admitted to
practice law as a barrister in the High Court of Hong Kong in 2006. Mr. Ma holds a Postgraduate Certificate
in Laws from The University of Hong Kong, a Graduate Diploma in Law from The Nottingham Trent University
and a Bachelor’s degree in Business Administration from Simon Fraser University.

Annual Report 2018
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REPORT OF DIRECTORS

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

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. The principal activities of the subsidiaries are set
out in note 43 to the consolidated financial statements.

RESULTS AND APPROPRIATIONS

The results of the Group for the year ended 31 December 2018 are set out in the consolidated statement of
profit or loss and other comprehensive income on pages 93 and 94 of this annual report.

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

OPERATING SEGMENTS

An analysis of the Group's performance by the principal activities and geographical locations of operations
for the year ended 31 December 2018 is set out in note 9 to the consolidated financial statements.

PLANT AND EQUIPMENT

Details of movements in plant and equipment during the year ended 31 December 2018 are set out in note
21 to the consolidated financial statements.

BUSINESS REVIEW AND COMMENTARY
Financial Results

The financial results and business review of the Group for the year ended 31 December 2018 is set out in this
annual report on the section of “Management Discussion and Analysis” from pages 5 to 9.

Environmental protection framework and its performance

The Group recognises its corporate responsibilities to protect the environment to fulfill sustainable
development and also consider measures to minimize food wastage.

In order to minimise the impact of its business operation on the environment, the office and restaurants of the
Group has implemented measures for environmental protection, including using energy efficient appliances
and equipment to reduce energy consumption and gas emissions.

Lighting appliances in office and restaurants is gradually replaced by LED (Light Emitting Diode) lighting
appliances. Regional lighting control and air-conditioning systems are programmed to turn off illumination
and air-conditioning respectively for certain unoccupied areas of office and restaurants based on the actual
operational need.

Chinese Food and Beverage Group Limited



REPORT OF DIRECTORS

Brooms and mops are used to clean floor in the kitchen, dining area and outdoor areas to avoid spraying
water.

For details, please refer to the section of “Environmental, Social and Governance Report” from pages 36 to
43 of this annual report.

Compliance with laws and regulations

Intellectual property rights of the Group mainly consist of information management systems and secret
recipes. To enhance the employees’ awareness of preserving such intellectual property rights, the Group has
implemented rules in the employees’ manual regulating the usage of the Group's intellectual property. Only
a minimum number of employee on a “need-to-know” basis would have access to the recipes. The Group's
employment contracts also contains confidentiality provisions with respect to handling of its confidential
information.

The Group also complies with the provisions of the Personal Data (Privacy) Ordinance to ensure that the
personal data collected will be treated confidentially and for specific purposes only.

To ensure the safety of employees, the Group has also observed the Occupational Safety and Health Ordinance.
Staff manual includes guidance and practices for operational staff to follow to create a hazard-free environment.

For details, please refer to the section of “Environmental, Social and Governance Report” from pages 36 to
43 of this annual report.

Relationships with major stakeholders

As an equal opportunity employer, the Group evaluate employees during recruitment, retention and promotion
process irrespective of their race, gender, culture or physical condition. Staff is the most important asset and
resource of the Group as they help sustain its core values and culture. The Group offered on-job training and
encouraged its staff to attend external training courses to develop personal skills.

The Group has always strived to provide quality gourmet and premium dining experience and environment to
the customers.

Goods received from suppliers are required to comply with the current food labeling and relevant hygiene
and sanitary regulations. Spontaneous review and survey will be conducted by the Group on suppliers on an
on-going basis to monitor the product quality and service level. If there are any supplier fails to meet the
required quality standard, notice would be sent to the suppliers demanding for improvements so as to ensure
the Group's product quality and protect the interests of consumers.

For details, please refer to the section of “Environmental, Social and Governance Report” from pages 36 to
43 of this annual report.

Annual Report 2018
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REPORT OF DIRECTORS

Principal risks and uncertainties

The Group realised the importance of sufficient financial funding, and will keep on to monitor and measure the
liquidity and funding risk on an on-going basis, and ensure a sufficient cash flow for the business operations.

In the food and beverage industry, food safety is one of the major operational risk factor. Operational risk
is resulting from inadequate or failed internal processes, people and systems or from external events. It can
arise from day to day operations or external events, and is relevant to every aspect of the Group's business.
The operational risk is monitored by key indicator and other internal control activities. Risks are identified
and assessed, which then report to the Directors to implement controls to manage the risk and monitor the
effectiveness of these controls.

Loyalty of customers has always been a treasure of the Group. The Group always values the comments and
opinions from the customers. When feedbacks were received from the customers, we handled immediately
and review the customers’ expectation on an on-going basis.

For details, please refer to the section of “Environmental, Social and Governance Report” from pages 36 to
43 and notes 5-7 to the consolidated financial statements of this annual report.

SHARE CAPITAL

Details of movements in the Company’s share capital during the Reporting Period, together with the reasons
thereof, are set out in note 35 to the consolidated financial statements.

SHARE OPTION SCHEME

The share option scheme of the Company was adopted on 31 October 2013 (the “Share Option Scheme”).
During the year ended 31 December 2018, there was no share option granted, exercised, cancelled or lapsed
under the share option schemes and no share option remained outstanding at the beginning and at the end
of the Reporting Period under the Share Option Scheme of the Company.

The purpose of the Share Option Scheme is to provide the people and the parties working for the interests
of the Group with an opportunity to obtain an equity interest in the Company, thus linking their interests with
the interests of the Group and thereby providing them with an incentive to work better for the interests of
the Group.

Chinese Food and Beverage Group Limited



REPORT OF DIRECTORS

Pursuant to the Share Option Scheme, the Board may, at its discretion, invite (i) employees of the Company
(whether full-time or part-time) or any of its subsidiaries or any entity (“Invested Entity”) in which the Group
holds an equity interest; (i) Directors (whether executive directors, non-executive directors or independent
non-executive directors) or directors of any of the subsidiaries or Invested Entity; (iii) any supplier of goods or
services to any member of the Group or any Invested Entity; (iv) any customer of any member of the Group or
any Invested Entity; (v) any person or entity that provides research, development or other technological support
to any member of the Group or any Invested Entity; (vi) any shareholder of any member of the Group or any
Invested Entity or any holder of any securities issued by any member of the Group or any Invested Entity; (vii)
any adviser (professional or otherwise) or consultant to any area of business or business development of the
Group or any Invested Entity; and (viii) any other group or classes of participants who have contributed or
may contribute by way of joint venture, business alliance or other business arrangement to the development
and growth of the Group.

The scheme mandate limit was refreshed at the Company’s annual general meeting held on 27 June 2018. The
total number of Shares which may be issued upon exercise of all options to be granted was 317,016,000 Shares,
representing 10% of the total number of the Shares in issue as at the date of this report. The maximum 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 shall not exceed 30% of the
total number of Shares in issue from time to time.

Pursuant to the Share Option Scheme, the total number of Shares issued and to be issued upon exercise of the
options granted and to be granted pursuant to the Share Option Scheme and any other share option schemes
of the Company to each participant (including both exercised and outstanding options) in any 12-month period
shall not exceed 1% of the total number of shares of the Company in issue.

An option may be exercised in accordance with the terms of the Share Option Scheme at any time during a
period to be determined and notified by the Directors to each grantee, which period may commence on the
date upon which the offer for the grant of options is made but shall end in any event not later than ten years
from the date of grant of the option subject to the provisions for early termination thereof. Unless otherwise
determined by the Directors and stated in the offer of the grant of options to a grantee, there is no minimum
period required under the Share Option Scheme for the holding of an option before it can be exercised.

Pursuant to the Share Option Scheme, HK$1.00 per offer of grant is payable by the grantee to the Company
on acceptance of the option offer as consideration for the grant. The option must be accepted within 28 days
from the date on which an offer of option is made to a grantee.

The exercise price per option shall be determined by the Board at its absolute discretion and notified to each
grantee and shall be no less than the highest of: (i) the closing price of the Shares as stated in the Exchange's
daily quotation sheets on the date on which an offer of the option is made, which must be a Business Day (as
defined in the Share Option Scheme); (ii) the average closing price of the Shares as stated in the Exchange's
daily quotation sheets for the five consecutive trading days immediately preceding the date on which an offer
of the option is made; and (iii) the nominal value of the Share.

The Share Option Scheme will remain valid for a period of 10 years commencing on 31 October 2013.
RESERVES

Details of movements in the reserves of the Group during the year ended 31 December 2018 are set out in
the consolidated statement of changes in equity on page 97 of this annual report.
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DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company had no reserve available for distribution to the Shareholders (2017:
Nil).

DIVIDEND POLICY

The Company has adopted a dividend policy that aims to enhance the Shareholders’ value. The following
parameters/factors shall be considered by the Board for declaration of dividend:

= Circumstances under which the Shareholders may or may not expect dividend;

= Financial Parameters/factors that shall be considered for declaration of dividend;
= Internal and external factors that shall be considered for declaration of dividend;
= Utilization of retained earnings; and

= Multiple classes of Shares.

The payment of dividend is also subject to any restrictions under the applicable laws, the Company's
Memorandum and Articles of Associations.

The policy shall be reviewed periodically and submitted to the Board for approval if amendments are required.

FIVE-YEAR FINANCIAL SUMMARY

A summary of the results and of the assets and liabilities of the Group for the last five financial years ended
31 December 2018 is set out on page 4 of this annual report.

DIRECTORS

The Directors who held office during the Reporting Period and up to the date of this report were:
Executive Directors

Mr. Chow Cheuk Hang

Ms. Wong Hei Man (appointed on 30 January 2019)

Mr. Yuen Koon Tung (resigned on 30 January 2019)

Mr. Lam Raymond Shiu Cheung (resigned on 30 January 2019)

Independent Non-executive Directors

Mr. Yeung Wai Hung, Peter

Mr. Lau Man Tak (appointed on 19 February 2019)

Mr. Ma Stephen Tsz On

Mr. Kam Tik Lun (resigned on 19 February 2019)

Mr. Ho Siu King Stanley (resigned on 19 February 2019)
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Pursuant to Article 86(3) of the Articles, the Directors shall have the power from time to time and at any time to
appoint any person as a Director either to fill a casual vacancy on the Board or as an addition to the existing
Board. Any Director so appointed by the Board shall hold office only until the next following general meeting
of the Company and shall then be eligible for re-election.

Pursuant to Article 87(1) of the Articles, at each annual general meeting one-third of the Directors for the time
being (or, if their number is not a multiple of three (3), 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 at least once every three years.

BIOGRAPHICAL DETAILS OF DIRECTORS
Brief biographical details of the Directors of the Group are set out on pages 10 to 11 of this annual report.

DIRECTORS’ SERVICE CONTRACTS

All existing executive Directors, namely Mr. Chow Cheuk Hang and Ms. Wong Hei Man, have each entered into
a service contract with the Company and may be terminated by not less than one-month’s notice in writing
served by either party to the other in accordance with the provisions set out in the respective service contract.
Each of them is entitled to a monthly salary on a 13-month basis and a discretionary bonus, the amount of
which will be determined by the Board at its absolute discretion having regard to the operation results of the
Company and their performance.

All existing independent non-executive Directors, namely Mr. Yeung Wai Hung, Peter, Mr. Lau Man Tak and
Mr. Ma Stephen Tsz On, have each renewed or entered into a letter of appointment with the Company for a
fixed term of one year and may be terminated by not less than one-month’s notice in writing served by either
party to the other in accordance with the provisions set out in the respective letter of appointment.

None of the Directors has entered into any service contracts with the Company or any of its subsidiaries which

is not determinable by the Group within one year without payment compensation other than the statutory
compensation.

DIRECTORS’ AND THE FIVE HIGHEST PAID INDIVIDUAL EMOLUMENTS

Details of the emoluments of the Directors and of the five highest paid individuals of the Group are set out
in notes 17 and 18 to the consolidated financial statements respectively.
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DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS IN
THE SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY OR
ANY ASSOCIATED CORPORATION

As at 31 December 2018, the interests and short positions of the Directors and the chief executive of the
Company and their respective associates in the shares, underlying shares and debentures of the Company and/
or any of its associated corporations (within the meaning of Part XV of the Securities and Futures Ordinance,
Chapter 571 of the Laws of Hong Kong (the “SFO")), as recorded in the register required to be kept under
Section 352 of the SFO; or as otherwise notified to the Company and the Exchange pursuant to Rule 5.46 to
5.67 of the GEM Listing Rules, were as follows:

Long positions in the ordinary shares and underlying shares of HK$0.02 each in the capital
of the Company

Approximate

percentage

Total number  of interests in

Number of of Shares and the Company’s

Nature of interests/ underlying underlying issued share

Name of Director holding capacity Shares Shares Shares capital
Mr. Yeung Wai Hung, Peter Personal 137,500 - 137,500 0.004%

Save as disclosed above, as at 31 December 2018, none of the Directors and the chief executive of the
Company and their respective associates had any interests or short positions in the shares, underlying shares
and debentures of the Company or any of its associated corporation (within the meaning of the SFO), as
recorded in the register required to be kept under Section 352 of the SFO; or as notified to the Company
and the Exchange pursuant to Rule 5.46 to 5.67 of the GEM Listing Rules.

DIRECTORS" AND CHIEF EXECUTIVE'S RIGHT TO ACQUIRE SHARES OR
DEBENTURES

Save as disclosed under section "“DIRECTORS’ AND CHIEF EXECUTIVE'S INTERESTS AND SHORT POSITIONS
IN THE SHARES, UNDERLYING SHARES AND DEBENTURES OF THE COMPANY OR ANY ASSOCIATED
CORPORATION" above, as at 31 December 2018, neither the Company nor any of its subsidiaries was a party
to any arrangements whose objects are, or one of whose objects is, to enable the Directors and the chief
executive of the Company to acquire benefits by means of the acquisition of Shares in, or debt securities,
including debentures, of the Company or any other body corporate, or there have, at any time during the
year ended 31 December 2018, subsisted such arrangement(s) as aforesaid and none of the Directors and the
chief executive of the Company or their spouses or children under the age of 18, had any right to subscribe
for the securities of the Company, or had exercised any such rights.
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SUBSTANTIAL SHAREHOLDERS" AND OTHER PERSONS WITH INTERESTS AND
SHORT POSITIONS IN THE SHARES AND UNDERLYING SHARES

As at 31 December 2018, the following parties, other than Directors and the chief executive of the Company,
held interests or short positions (directly or indirectly) in the Company’s Shares or underlying Shares were
recorded in the register kept by the Company pursuant to Section 336 of the SFO:

Name of shareholder

Nature of interests/
holding capacity

Number of Shares/
Underlying Shares

Approximate total
percentage of
interests in the
Company'’s issued
share capital

*

China Merchants Securities Investment
Management (HK) Co., Limited (“CMS")

China Merchants Securities
International Company Limited
("CMS International”)

China Merchants Securities Company Limited

Gothic Global Holding Ltd. (“Gothic"”)

CLJ Investment Partners Company Limited
("CLJ") (now known as CL Investment
Partners Company Limited)

Chailease Holding Company Limited
("Chailease”)

Yellowstone Financial Advisory Corp.
("Yellowstone")

Lii Jiunn-Chang

Pacific Star Universal Group Ltd.

("Pacific Star”)

Huang Cheng Ming (Note 5)

Lai Shu-Mei (Note 5)

Long Positions

Beneficial owner

Interest through
controlled corporation

Interest through
controlled corporation

Beneficial owner

Interest through
controlled corporation

Interest through
controlled corporation

Interest through
controlled corporation

Interest through
controlled corporation

Beneficial owner

Interest through
controlled corporation

Interest of spouse

346,625,000
underlying Shares*
(Notes 2 and 6)

346,625,000
underlying Shares*
(Notes 2 and 6)

346,625,000
underlying Shares*
(Notes 2 and 6)

51,993,750
underlying Shares*
(Notes 3 and 7)

51,993,750
underlying Shares*
(Notes 3 and 7)

51,993,750
underlying Shares*
(Notes 3 and 7)

51,993,750
underlying Shares*
(Notes 3 and 7)

51,993,750
underlying Shares*
(Notes 3 and 7)

34,662,500
underlying Shares*
(Notes 4 and 7)

34,662,500
underlying Shares*
(Notes 4 and 7)

34,662,500
underlying Shares*
(Notes 4 and 7)

65.60%
(Note 1)

65.60%
(Note 1)

65.60%
(Note 1)

9.84%
(Note 1)

9.84%
(Note 1)

9.84%
(Note 1)

9.84%
(Note 1)

9.84%
(Note 1)

6.56%
(Note 1)

6.56%
(Note 1)

6.56%
(Note 1)

Annual Report 2018



20

REPORT OF DIRECTORS

Notes:

Before the share consolidation and issuance of rights issue both effected in November 2016, the former issued
ordinary share capital of the Company was HK$5,283,600 divided into 528,360,000 shares of HK$0.01 each.

These underlying Shares represent a maximum of 346,625,000 new Shares that may be issued upon full conversion of
the Convertible Bonds which are beneficially owned by CMS whose entire issued share capital is beneficially owned
by CMS International which in turn is wholly owned by China Merchants Securities Company Limited. By virtue of
the SFO, each of China Merchants Securities Company Limited and CMS International is deemed to be interested in
the underlying Shares held by CMS. The Company had fully redeemed the Convertible Bonds on 25 October 2018.
In this connection, the interest in the aforesaid underlying Shares had been extinguished.

These underlying Shares represent a maximum of 51,993,750 new Shares that may be issued upon full conversion of
the Convertible Bonds which are beneficially owned by Gothic, a company incorporated in the British Virgin Islands,
whose entire issued share capital is wholly and beneficially owned by CLJ Greater China SME Fund L.P. (now known
as Chailease Great China SME Fund L.P). Each of 37.5% of CLJ was owned by Yellowstone, in which is wholly and
beneficially owned by Lii Jiunn-Chang, and Chailease International (BVI) Corp. The entire issued share capital of
Chailease International (BVI) Corp. is owned by Chailease International Company (Malaysia) Limited which in turn is
wholly owned by Chailease. By virtue of the SFO, each of Lii Jiunn-Chang, Yellowstone, CLJ and Chailease is deemed
to be interested in the underlying Shares held by Gothic. The Company had fully redeemed the Convertible Bonds
on 25 October 2018. In this connection, the interest in the aforesaid underlying Shares had been extinguished.

These underlying Shares represent a maximum of 34,662,500 new Shares that may be issued upon full conversion of
the Convertible Bonds which are beneficially owned by Pacific Star whose entire issued share capital is beneficially
owned by Huang Cheng Ming. By virtue of the SFO, Huang Cheng Ming is deemed to be interested in the underlying
Shares held by Pacific Star. The Company had fully redeemed the Convertible Bonds on 25 October 2018. In this
connection, the interest in the aforesaid underlying Shares had been extinguished.

Lai Shu-Mei is the spouse of Huang Cheng Ming. By virtue of the SFO, Lai Shu-Mei is also deemed to be interested
in the Shares held by Pacific Star in which Huang Cheng Ming is deemed to be interested.

According to the forms of disclosure of interests filed by the shareholders on 31 March 2014.

According to the forms of disclosure of interests filed by the shareholders on 18 December 2014.

Save as disclosed above, the Directors were not aware of any other persons, other than the Directors or the

chief
the C

executive of the Company who held an interest or short position in the shares and underlying shares of
ompany as at 31 December 2018 which is required to be recorded pursuant to Section 336 of SFO.
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RELATED PARTY TRANSACTIONS

Details of the related party transactions undertaken during the year ended 31 December 2018 are provided
under note 42 to the consolidated financial statements. These related party transactions did not fall under the
definition of connected transaction or continuing connected transaction as defined in the GEM Listing Rules.

EQUITY - LINKED ARRANGEMENTS

Except for Share Options Scheme as mentioned above and the convertible bonds issued as disclosed in the
note 34 to the consolidated financial statements of the Company, the Company had no other equity-linked
arrangements entered into during the year and subsisted as at 31 December 2018.

DIRECTORS’ INTERESTS IN CONTRACTS

No transaction, arrangement or contracts of significance in relation to the Group’s business to which the
Company or any of its subsidiaries was a party and in which a Director had a material interest, whether directly
or indirectly, subsisted for the year or at any time during the year except as disclosed under note 17a to the
consolidated financial statements.

MANAGEMENT CONTRACTS

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

MAJOR CUSTOMERS AND SUPPLIERS

For the year ended 31 December 2018, revenue from the five largest customers of the Group's catering
business accounted for was 6% (2017: 7%) of the Group’s total sales and the five largest suppliers in this
segment accounted for 38% (2017: 53%) of the Group's total purchases. In addition, no largest customer of the
Group's total sales in the segment of the catering business can be accounted for the Reporting Period (2017:
Nil) whilst the largest supplier accounted for approximately 9% (2017: approximately 15%) of the Group's total
purchases.

During the year ended 31 December 2018, none of the Directors, their close associates, or any substantial
shareholder of the Company (which to the knowledge of the Directors owns more than 5% of the Company’s
share capital) had an interest in the Group's five largest customers and suppliers.

COMPETING INTERESTS

For the year ended 31 December 2018, the Directors are not aware of any business or interest of the Directors,
the substantial shareholders of the Company or any of their respective associates (as defined in the GEM
Listing Rules) that compete or may compete with the business of the Group and any other conflicts of interest
which any such person has or may have with the Group.

PURCHASE, SALE OR REDEMPTION OF LISTED SECURITIES OF THE COMPANY

During the year under review, neither the Company nor any of its subsidiaries purchased, sold or redeemed
any of the Company’s listed securities.
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PRE-EMPTIVE RIGHTS

There is no provision for pre-emptive rights under the Articles or the laws of the Cayman Islands, which would
oblige the Company to offer new Shares on a pro-rata basis to the existing Shareholders.

SUFFICIENCY OF PUBLIC FLOAT

As at the date of this annual report, the Company has maintained the prescribed public float required under
the GEM Listing Rules, based on the information that is publicly available to the Company and within the
knowledge of the Directors.

CORPORATE GOVERNANCE

A report on the principal corporate governance practices adopted by the Company is set out on pages 23 to
35 of this annual report.

INDEMNITY OF DIRECTORS

A permitted indemnity provision that provides for indemnity against liability incurred by Directors is currently
in force and was in force throughout the year ended 31 December 2018.

AUDITORS

The consolidated financial statements for the years ended 31 December 2016, 2017 and 2018 were audited by
Asian Alliance (HK) CPA Limited (“Asian Alliance”) who will retire and, being eligible, offer themselves for re-
appointment upon conclusion of the forthcoming annual general meeting. A resolution for the re-appointment
of Asian Alliance as auditors of the Company to hold office until conclusion of the next annual general meeting
at a fee to be agreed with the Directors will be proposed at the forthcoming annual general meeting.

APPRECIATION

The Board would like to thank all business partners and Shareholders for their continued support and
confidence in our management and the Company. It is our vision to continue our Group's corporate strategy
to explore other industries with good business potential and growth prospects to gain attractive returns for
our investors.

By order of the Board
Chow Cheuk Hang
Executive Director

Hong Kong, 22 March 2019
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COMPLIANCE OF THE CODE PROVISIONS

Throughout the year ended 31 December 2018, the Company applied the principles and complied with the
code provisions on Corporate Governance Practices as set out in Corporate Governance Code and Corporate
Governance Report (Appendix 15) to the GEM Listing Rules (the “"CG Code"”) except for the following
deviations:

Under code provision A.2.1 of the CG Code, the roles of chairman and chief executive should be separated
and should not be performed by the same individual. The Company did not appoint a chairman or a chief
executive during the year ended 31 December 2018. The functions of the chairman and chief executive are
performed by the executive Directors. The Board is of the view that there existed a balance of power and
authority and will review the current practice from time to time and make appropriate changes if considered
necessary.

Under code provision A.2.7 of the CG Code, the chairman of the board (“Chairman”) should at least annually
hold meetings with the non-executive directors (including independent non-executive directors) without the
executive directors present. As the Company does not have a Chairman, no such meeting was held in this
regard for the year ended 31 December 2018.

DIRECTORS’ SECURITIES TRANSACTIONS

The Company has adopted a code of conduct regarding securities transaction by the Directors on terms no
less exacting than the required standard of dealings set out in Rules 5.48 to 5.67 of the GEM Listing Rules.
The Company had also made specific enquiry to all the Directors and the Company was not aware of any non-
compliance with the required standard of dealings regarding securities transactions by the Directors during
the year ended 31 December 2018.

BOARD OF DIRECTORS

The Board currently comprises five Directors, including two executive Directors, namely Mr. Chow Cheuk Hang
and Ms. Wong Hei Man; and three independent non-executive Directors, namely Mr. Yeung Wai Hung, Peter,
Mr. Lau Man Tak and Mr. Ma Stephen Tsz On.

The overall management of the Company’s business is vested in the Board which assumes the responsibility
for leadership and control of the Company and is collectively responsible for promoting the success of the
Company by directing and supervising its affairs. All the Directors should make decisions objectively in the
interests of the Company. The Board has the full support from the executive Directors.

The day-to-day management, administration and operation of the Company are delegated to the executive
Directors of the Company. The delegated functions and work tasks are periodically reviewed. Approval has to
be obtained from the Board prior to any significant transactions entered into by the executive Directors.

The Board also assumes the responsibilities of maintaining high standard of corporate governance, including,
among others, developing and reviewing the Company’s policies and practices on corporate governance,
reviewing and monitoring the Company’s policies and practices on compliance with legal and regulatory
requirements, and reviewing the Company’s compliance with the CG Code.

All Directors, including independent non-executive Directors, have brought a wide spectrum of valuable
business experience, knowledge and professionalism to the Board for its efficient and effective delivery of the
Board functions. Independent non-executive Directors and non-executive Director are invited to serve on the
Audit Committee, the Remuneration Committee and the Nomination Committee.
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BOARD OF DIRECTORS (Continued)

The Board has adopted a board diversity policy which sets out the approach to achieve diversity on the Board.
Accordingly, selection of candidates to the Board is based on a range of measurable objectives, including but
not limited to skills, knowledge, gender, age, cultural and educational background, or professional experience,
having due regard to the Company’s own business model and specific needs from time to time. With the
existing Board members coming from a variety of business and professional background, the Company
considers that the Board possesses a balance of skills, experience, expertise and diversity of perspectives
appropriate to the requirements of the Company’s business.

Details of backgrounds and qualification of the Directors are set out in the “DIRECTORS' PROFILE" of this
annual report.

The Board members have no financial, business, family or other material or relevant relationships with each
other.

The Board meets regularly discuss the Company’s affairs and operations. During the year ended 31 December
2018, the Board passed several written resolutions and held 6 Board meetings which were convened when
board-level decisions on particular matters were required in person, by phone or through other electronic
means of communication. In addition, one annual general meeting and 2 extraordinary general meetings were
held. Details of the attendance record of these meetings of each member of the Board are as follows:

Attendance/Number of
Name of Directors Board meetings General meeting

Executive Directors

Mr. Chow Cheuk Hang 6/6 3/3
Ms. Wong Hei Man (appointed on 30 January 2019) N/A N/A
Mr. Yuen Koon Tung (resigned on 30 January 2019) 6/6 3/3
Mr. Lam Raymond Shiu Cheung (resigned on 30 January 2019) 6/6 3/3

Independent Non-executive Directors

Mr. Yeung Wai Hung, Peter 6/6 3/3
Mr. Lau Man Tak (appointed on 19 February 2019) N/A N/A
Mr. Ma Stephen Tsz On 5/6 3/3
Mr. Kam Tik Lun (resigned on 19 February 2019) 6/6 3/3
Mr. Ho Siu King Stanley (resigned on 19 February 2019) 5/6 3/3

During the regular meetings of the Board, the Directors discussed and formulated the overall strategies of
the Group, reviewed and monitored the business and financial performances and discuss the quarterly, half-
yearly and annual results, as well as discussed and decided on other significant matters.

INDEPENDENT NON-EXECUTIVE DIRECTORS

Each of the independent non-executive Director has confirmed in writing his annual confirmation on
independence as required by Rule 509 of the GEM Listing Rules. The Company considers all of the
independent non-executive Directors to be independent. Each of the independent non-executive Director has
a fixed term of one year appointment with the Company.
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APPOINTMENT AND RE-ELECTION OF DIRECTORS

In accordance with the Articles of Association of the Company (the “Articles”), (i) all Directors will be subject
to retirement by rotation once every three years and the new Directors appointed by the Board to fill a causal
vacancy during the year shall be subject to re-election by the Shareholders at the next following general
meeting after appointment; and (i) 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 one-third but not less than one-third), shall retire
from office by rotation and being eligible, offer themselves for re-election at each annual general meeting
and that any new Director appointed by the Board during the year shall hold office until the next following
general meeting after appointment, and he or she shall be eligible for re-election at that meeting.

CONTINUOUS PROFESSIONAL DEVELOPMENT

All Directors have been given relevant guideline materials regarding the relevant laws and regulations
applicable to the Directors and such induction materials will also be provided to newly appointed Directors
shortly upon their appointment as Directors of the Company. All Directors have been updated on the latest
developments regarding the GEM Listing Rules and other applicable regulatory requirement to ensure
compliance and enhance their awareness of good corporate governance practices. Continuing briefings and
professional development to Directors will be arranged whenever necessary.

The Company provides regular updates on changes and developments relating to the Group's business and
the legislative and regulatory environments to the Directors at the Board meetings.

During the year ended 31 December 2018, all relevant Directors had participated in continuous professional
development in the following manner:

Type of continuous
professional development
Name of Directors programmes

Executive Directors

Mr. Chow Cheuk Hang B
Ms. Wong Hei Man (appointed on 30 January 2019) N/A
Mr. Yuen Koon Tung (resigned on 30 January 2019) B
Mr. Lam Raymond Shiu Cheung (resigned on 30 January 2019) B

Independent Non-executive Directors

Mr. Yeung Wai Hung, Peter A
Mr. Lau Man Tak (appointed on 19 February 2019) N/A
Mr. Ma Stephen Tsz On B
Mr. Kam Tik Lun (resigned on 19 February 2019) A,B
Mr. Ho Siu King Stanley (resigned on 19 February 2019) B

Notes:

A attending seminars/forums/workshops/conferences relevant to the business on directors’ duties

B: reading regulatory updates

Annual Report 2018

25



26

CORPORATE GOVERNANCE REPORT

AUDIT COMMITTEE

The Company established an Audit Committee on 10 June 2003 with latest written terms of reference adopted
on 31 December 2018 in compliance with the GEM Listing Rules. In accordance with provisions set out in the
CG Code which are available on the websites of the Exchange and the Company.

The Audit Committee currently consists of three independent non-executive Directors namely Mr. Lau Man
Tak, Mr. Yeung Wai Hung, Peter and Mr. Ma Stephen Tsz On. The chairman of the Audit Committee is Mr. Lau
Man Tak, who has appropriate professional qualifications and experience in accounting matters.

The Audit Committee is mainly responsible for the followings:

(i)  to make recommendations to the Board on the appointment, reappointment and removal of the external
auditor, and to approve the remuneration and terms of engagement of the external auditor, and any
questions of its resignation or dismissal;

(i)  to review and monitor the external auditor’s independence and objectivity and the effectiveness of the
audit process in accordance with applicable standards. The Committee should discuss with the auditor
the nature and scope of the audit and reporting obligations before the audit commences;

(iii)  to monitor integrity of the Company’s financial statements and the annual report and accounts, half-year
report and quarterly reports, and to review significant financial reporting judgments contained in them;

(iv)  to review the Group's financial controls, internal control and risk management systems;

(v)  to discuss the risk management and internal control systems, with management to ensure that
management has performed its duty with effective systems. This discussion should include the adequacy
of resources, staff qualifications and experience, training programmes and budget of the Group's
accounting and financial reporting function;

(vi) to review arrangements employees of the Company can use, in confidence, to raise concerns about
possible improprieties in financial reporting, internal control or other matters and ensure that proper
arrangements are in place for fair and independent investigation of these matters and for appropriate
follow-up action; and

(vii) to act as the key representative body for overseeing the Company's relations with the external auditor.

During the year ended 31 December 2018, the Audit Committee held 5 meetings and passed several written
resolutions to consider and approve the following:

(i) to review of the quarterly, half-year and annual financial statements before submission to the Board,

with a focus on compliance with accounting standards, the GEM Listing Rules and other requirements
in relation to financial reporting of the Audit Committee;
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AUDIT COMMITTEE (Continued)

(i) to discuss the effectiveness of the corporate governance, internal control and risk management systems
throughout the Group, including financial, operational and compliance controls, and the preparation for
environmental, social and governance reporting;

(i)  to scrutinise the Company's performance in achieving agreed corporate goals and objectives;

(iv)  to review the accounting principles and practices adopted by the Group and other financial reporting
matters;

(v)  to address the audit issues raised by the external auditors of the Group; and
(vi) to update the terms of reference of the Audit Committee.
Review of Risk Management and Internal Control Systems

The Audit Committee is delegated by the Board with the responsibility to provide independent oversight of
the Group's financial reporting and internal control systems, and the adequacy of the external and internal
audits. The Audit Committee reviewed the effectiveness of the Group's risk management and internal control
systems by reviewing the reports (including the internal audit workplan) issued by the independent external
assurance provider.

The Audit Committee reviewed and concurred with the management’s confirmation that for the year ended
31 December 2018: (i) the Group's risk management and internal control systems were effective and adequate;
and (i) the Group had complied satisfactorily with the requirements of the CG Code in respect of risk
management and internal control systems.

Review of Accounting, Financial Reporting and Internal Audit Functions

The Audit Committee reviewed and was satisfied with the adequacy of the resources, staff qualifications and
experience, training programmes, on the Group's accounting, financial reporting and internal audit functions.

The individual attendance record of each member of the Audit Committee is as follows:

Name of Directors Attended/Eligible to attend
Mr. Lau Man Tak (appointed on 19 February 2019) N/A
Mr. Yeung Wai Hung, Peter 5/5
Mr. Ma Stephen Tsz On 5/5
Mr. Kam Tik Lun (resigned on 19 February 2019) 5/5
Mr. Ho Siu King Stanley (resigned on 19 February 2019) 4/5

The Group's unaudited quarterly and interim results and audited annual results in respect of the year ended
31 December 2018 have been reviewed by the Audit Committee.

There was no disagreement between the Board and the Audit Committee on the selection, appointment of
the external auditors during the year ended 31 December 2018.
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REMUNERATION COMMITTEE

The Company established a Remuneration Committee on 10 September 2004 with latest revised written terms
of reference adopted on 26 July 2013 which deal clearly with its authority and duties, in accordance with the
requirement of the CG Code. In accordance with provisions set out in the CG Code which are available on
the websites of the Exchange and the Company.

The Remuneration Committee currently consists of three independent non-executive Directors namely Mr.
Yeung Wai Hung, Peter (chairman), Mr. Lau Man Tak and Mr. Ma Stephen Tsz On.

The role and function of the Remuneration Committee includes:

(i)

(i)

(iif)

(iv)

(vi)

(vii)

to make recommendations to the Board on the Company's policy and structure for all Directors’
remuneration and on the establishment of a formal and transparent procedure for developing
remuneration policy;

to review and recommend the management’s remuneration proposals with reference to the Board's
corporate goals and objectives;

to make recommendations to the Board on the remuneration packages of individual executive Directors.
This should include benefits in kind, pension rights and compensation payments, including any
compensation payable for loss or termination of their office or appointment;

to make recommendations to the Board on the remuneration of non-executive Directors;

to consider salaries paid by comparable companies, time commitment and responsibilities, and
employment conditions elsewhere in the Group;

to review and recommend compensation payable to executive Directors for any loss or termination of
office or appointment to ensure that it is consistent with contractual terms and otherwise fair and not
excessive;

to review and recommend compensation arrangements relating to dismissal or removal of Directors for
misconduct to ensure that they are consistent with contractual terms and are otherwise reasonable and
appropriate; and

(viii) to ensure that no Director or any of his associates is involved in deciding his own remuneration.

During the year ended 31 December 2018, the Remuneration Committee held 2 meetings to consider and
approve the following:

(i)

(i)

(iif)

(iv)

determining the policy for the remuneration of executive Directors, assessing the performance of
executive Directors and approving the terms of executive directors’ service contracts;

to review the current remuneration policies and appraisal system;
to recommend to the Board the Directors’ remuneration; and

to recommend to the Board the remuneration proposals for the newly appointed Directors.
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REMUNERATION COMMITTEE (Continued)

The individual attendance record of each member of the Remuneration Committee is as follows:

Attended/
Name of Directors Eligible to attend
Mr. Yeung Wai Hung, Peter (Chairman) 2/2
Mr. Lau Man Tak (appointed on 19 February 2019) N/A
Mr. Ma Stephen Tsz On 2/2
Mr. Kam Tik Lun (resigned on 19 February 2019) 2/2
Mr. Ho Siu King Stanley (resigned on 19 February 2019) 2/2

The emolument payable to Directors depends on their respective contractual terms under service contract/
letter of appointment, if any, and as recommended by the Remuneration Committee and approved by the
Board.

NOMINATION COMMITTEE

The Company established a Nomination Committee on 15 March 2012 with latest written terms of reference
adopted on 31 December 2018 which deal clearly with its authority and duties, in accordance with the
requirement of the CG Code. In accordance with provisions set out in the CG Code which are available on
the websites of the Exchange and the Company.

The Nomination Committee currently consists of three independent non-executive Directors namely Mr. Yeung
Wai Hung, Peter (chairman), Mr. Lau Man Tak and Mr. Ma Stephen Tsz On.

The role and function of the Nomination Committee includes:

(i) to review the structure, size, composition and diversity (including but not limited to skills, knowledge,
gender, age, cultural and educational background, or professional experience) of the Board at least
annually and make recommendations on any proposed changes to the Board to complement the
Company’'s corporate strategy;

(i)  to identify suitably qualified individuals to become members of the Board and select or make
recommendations to the Board on the selection of individuals nominated for directorships on merits and
against objective criteria, with due regard on the benefits of diversity on the Board,;

(i)  to assess the independence of independent non-executive Directors;

(iv) to make recommendations to the Board on the appointment or re-appointment of Directors and
succession planning for Directors, in particular the chairman of the Board and the chief executive of
the Company, taking into account the Company’s corporate strategy and the mix of skills, knowledge,
experience and diversity needed in the future; and

(v)  to review the Board Diversity Policy and nomination policy, as appropriate, and the measurable
objectives that the Board has set for implementing the Board Diversity Policy and nomination policy,
and the progress on achieving the objectives; and make disclosure of its review results in the Corporate
Governance Report annually.
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NOMINATION COMMITTEE (Continued)

During the year ended 31 December 2018, the Nomination Committee held 2 meetings and passed several
written resolutions to consider and approve the following:

(i) to review the structure, size, diversity and composition of the Board and the independence of
independent non-executive Directors;

(i) to make recommendation to the Board on the appointment and re-appointments of independent non-
executive Directors; and

(il)  to update the terms of reference of the Nomination Committee.

The individual attendance record of each member of the Nomination Committee is as follows:

Attended/
Name of Directors Eligible to attend
Mr. Yeung Wai Hung, Peter (Chairman) 2/2
Mr. Lau Man Tak (appointed on 19 February 2019) N/A
Mr. Ma Stephen Tsz On 2/2
Mr. Kam Tik Lun (resigned on 19 February 2019) 2/2
Mr. Ho Siu King Stanley (resigned on 19 February 2019) 2/2

DIRECTOR NOMINATION POLICY

Director Nomination Policy of the Group (“Nomination Policy”) is in place and was adopted in writing in the
Year taking into consideration the revised Listing Rules effective from 1 January 2019. The Nomination Policy
sets out the procedures, process and criteria for identifying and recommending candidates for election to the
Board.

CORPORATE GOVERNANCE FUNCTION

The Company’s corporate governance function is carried out by the Board pursuant to a set of written terms
of reference adopted by the Board in compliance with code provision D.3.1 of the CG Code, which include:

(i)  to develop and review the Company’s policies and practices on corporate governance and make
recommendations to the Board;

(i)  to review and monitor the training and continuous professional development of Directors;

(iii)  to review and monitor the Company’s policies and practices on compliance with legal and regulatory
requirements;

(iv) to develop, review and monitor the code of conduct and compliance manual (if any) applicable to
employees and Directors; and

(v)  to review the Company's compliance with the CG Code and disclosure in the Corporate Governance
Report.

During the year ended 31 December 2018, the Board has reviewed the policy of the corporate governance
and the corporate governance report of the Company.
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COMMUNICATION WITH SHAREHOLDERS

The Company established a shareholders’ communication policy and review it on a regular basis to ensure its
effectiveness. The Company communicates with the Shareholders and the potential investors (the “Investors”)
of the Company mainly in the following ways:

(i)  the holding of annual general meetings and extraordinary general meetings ("EGM”), if any, which
may be convened for specific purpose and provide opportunities for the Shareholders and Investors to
communicate directly with the Board;

(i)  the publication of quarterly, half-yearly and annual reports, announcements and/or circulars as required
under the GEM Listing Rules and/or press releases of the Company providing updated information of
the Group; and

(i) the latest information of the Group will be available on the websites of the Exchange and the Company.

The notice of annual general meetings and any EGM at which the passing a special resolution is to be
considered shall be called by not less than 21 clear days’ notice prior to the date of meetings. All other EGM
maybe called by not less than 14 clear days’ notice prior to the date of meetings.

Procedures for Shareholders to convene an Extraordinary General Meeting

The following procedures for Shareholders to convene an EGM are subject to the Articles (as amended from
time to time), and the applicable legislation and regulation, in particular the GEM Listing Rules (as amended
from time to time):

(i)  any one or more Shareholders holding at the date of deposit of the requisition not less than one-tenth
of the paid up capital of the Company (the “Eligible Shareholder(s)”) carrying the right of voting at
general meetings of the Company shall at all times have the right, by written requisition to the Board
or the company secretary of the Company (the “Company Secretary”), to require an EGM to be called
by the Board for the transaction of any business specified in such requisition;

(i)  Eligible Shareholders who wish to convene an EGM must deposit a written requisition (the “Requisition”)
signed by the Eligible Shareholder(s) concerned to the head office and principal place of business of the
Company in Hong Kong at Room 2101, Yue Xiu Building, No. 160-174 Lockhart Road, Wan Chai, Hong
Kong, or the Hong Kong branch share registrar and transfer office of the Company, Union Registrars
Limited, Suites 3301-04, 33/F, Two Chinachem Exchange Square, 338 King's Road, North Point, Hong
Kong for the attention of the Board and/or the Company Secretary;

(i)  the Requisition must state clearly the name of the Eligible Shareholder(s) concerned, his/her/their
shareholding, the reason(s) to convene an EGM and the details of the business(es) proposed to be
transacted in the EGM, and must be signed by the Eligible Shareholder(s) concerned together with a
deposit of a sum of money reasonable sufficient to meet the Company’s expenses in serving the notice
of the resolution and circulating the statement submitted by the shareholders concerned in accordance
with the statutory requirements to all the registered Shareholders;
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COMMUNICATION WITH SHAREHOLDERS (Continued)

(iv)  the Requisition will be verified with Hong Kong branch share registrar and transfer office of the Company
and upon their confirmation that the Requisition is proper and in order, the Board will convene an EGM
by serving sufficient notice in accordance with the requirements under the Articles to all the registered
Shareholders. On the contrary, if the Requisition has been verified as not in order or the Shareholders
concerned have failed to deposit sufficient money to meet the Company’s expenses for the said purposes,
the Eligible Shareholder(s) concerned will be advised of this outcome and accordingly, the Board will not
call for an EGM; and

(v) if within 21 days of the deposit of the Requisition, the Board fails to proceed to convene such EGM, the
Eligible Shareholder(s) himself/herself/themselves may do so, and all reasonable expenses incurred by
the Eligible Shareholder(s) concerned as a result of the failure of the Board shall be reimbursed to the
Eligible Shareholder(s) concerned by the Company.

Procedures for Shareholders to put forward proposals at Shareholders’ meetings

There are no provisions allowing Shareholders to move new resolutions at the general meetings under the
Companies Law (Revised) of the Cayman Islands. However, pursuant to the Articles, Shareholders who wish to
move a resolution may by means of Requisition convene an EGM following the procedures set out above.

Procedures for sending enquiries to the Board

Shareholders may send their enquiries and concerns to the Board by addressing them to the head office and
principal place of business of the Company in Hong Kong at Room 2101, Yue Xiu Building, No. 160-174 Lockhart
Road, Wan Chai, Hong Kong by post or by fax to (852) 3106 3281 for the attention of the Board and/or the
Company Secretary.

COMPANY SECRETARY

Mr. Cheung Yuk Chuen (“Mr. Cheung”) has been appointed as the Company Secretary since 1 May 2015. Mr.
Cheung has taken no less than 15 hours of relevant professional training for the year ended 31 December
2018. Mr. Cheung is delegated by an external service provider and the primary corporate contact person in
the Company is Mr. Chow Cheuk Hang, the executive Director and compliance officer of the Company.

DIRECTORS’ RESPONSIBILITIES FOR THE FINANCIAL STATEMENTS

The Directors acknowledge their responsibilities for preparing the financial statements which give a true and fair
view of the state of affairs of the Group and in presenting the quarterly, interim and annual financial statements,
and announcements to the Shareholders. The Directors aim to present a balanced and understandable
assessment of the Group's position and prospects with timely publication of the financial statements of the
Group. Except from the issues discussed under paragraph “Material fundamental uncertainties relating to
going concern basis” in the Independent Auditor’s Report, as at 31 December 2018, the Directors were not
aware of any material uncertainties relating to events or conditions which may cast significant doubt upon the
Group's ability to continue as a going concern.

The statements of the external auditor of the Company, Asian Alliance (HK) CPA Limited, about their reporting

responsibilities on the financial statements of the Group are set out in the Independent Auditor’s Report from
pages 87 to 92 of this annual report.
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DIRECTORS’" AND OFFICERS’ LIABILITIES INSURANCE AND INDEMNITY

To indemnify Directors and officers of the Company against all costs, charges, losses, expenses and liabilities
incurred by them in the executive of and discharge of their duties or in relation thereto, the Company has
arranged insurance cover for this purpose.

AUDITOR’S REMUNERATION

The auditor’s remuneration in respect of the Group's audit services and non-audit services for the Company
are as follows:

2018 2017

HK$'000 HK$'000

Audit services 1,252 1,036
Non-audit services 450 -

INVESTORS RELATIONS

The Company’s website offers communication channel between the Company and the Shareholders and
the Investors. Apart from disclosure of all necessary information to the Shareholders in compliance with the
GEM Listing Rules, news update of the Company’s business development and operation are available on the
Company's website.

There was no significant change in the Company’s constitutional documents for the year ended 31 December
2018.

RISK MANAGEMENT AND INTERNAL CONTROL

The Board acknowledges its responsibility for evaluating and determining the nature and extent of the
risks it is willing to take in achieving the Group's strategic objectives, and maintaining sound and effective
risk management and internal control systems to safeguard the interests of Shareholders and the Group's
assets. The Board also acknowledges its responsibility for overseeing the Group's risk management, financing
reporting, and internal control systems on an ongoing basis and reviewing their effectiveness at least annually
through the Audit Committee. The Audit Committee assists the Board in fulfilling its oversight and corporate
governance roles in the Group's financial, operational, compliance, risk management and internal controls, and
the resourcing of the finance and internal audit functions.

To this end, appropriate controls have been designed and established to ensure that assets are safeguarded
against improper use or disposal, relevant rules and regulations are adhered to and complied with, reliable
financial and accounting records are maintained in accordance with relevant accounting standards and
regulatory reporting requirements, and key risks that may impact on the Group's performance are appropriately
identified and managed. Besides, management continues to allocate resources for the risk management and
internal control systems to provide reasonable, though not absolute, assurance against material misstatement
or loss and to manage rather than eliminate the risk of failure to achieve business objectives.
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RISK. MANAGEMENT AND INTERNAL CONTROL (Continued)

The Board, through the Audit Committee, has delegated the internal audit function to an independent
external assurance provider, who has conducted a review on the adequacy and effectiveness of the Group's
risk management and internal control systems for the year 2018. The Board considers that the Group's
risk management and internal control systems are effective and adequate. The Board, through the Audit
Committee, leads and provides direction to management by laying down strategies and overseeing their
implementation by management, monitors the Group's operational and financial performance, and ensure that
sound risk management and internal control systems are in place.

The Board reviewed and was satisfied with the adequacy of the resources, staff qualifications and experience,
training programmes, on the Group’s accounting, financial reporting and internal audit functions.

The Board, through delegation of its authority to an environmental, social and governance working group, is
also responsible for reviewing the Company’s corporate social responsibility strategy, principles and policies;
setting guidances, direction and overseeing practices and procedures; and monitoring progress on the
Company's corporate social responsibility and related activities.

The following highlights the key risk management measures under the Group’s “Three Lines of Defence” model
and enhancements made by the Group for the year 2018.

1st line of defence — Risk management

J An Enterprise Risk Management (“ERM") Policy is in place with defined authority for risk management,
and they are subject to regular review.

o The Group's anti-bribery and anti-corruption guidelines are in place to set out minimum standards in
recognizing circumstances which may lead to or give the appearance of involving corruption or unethical
business conduct, to help avoid conduct which is clearly prohibited, and to encourage everyone in the
Group to seek appropriate guidance promptly when needed. Training programmes were arranged for
the Group's employees.

o The Group's whistleblowing policy is in place to facilitate internal reporting of any malpractice and
unethical conduct within the Group without fear of reprisal and victimization.

2nd line of defence — Risk oversight

o The Group's ERM Policy is developed and endorsed by the Audit Committee to outline the principles,
governance, roles and responsibilities, and approach within a coherent risk management framework that
addresses and prioritizes risks that are material and relevant to the Group's corporate goals.

] The Group’'s ERM Framework aims to help management assess and manage risks arising from and
associated with new business activities and environments, including emerging risks. An integrated risk
assessment approach was adopted to address risks across various subsidiaries of the Group, to assess
those risks on an integrated group-wide basis.
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RISK MANAGEMENT AND INTERNAL CONTROL (Continued)
3rd line of defence — Independent assurance

o The external assurance provider takes up the internal audit function, who is responsible for conducting
independent reviews of the adequacy and effectiveness of the Group's internal control systems and
reporting the review results regularly to the Board through the Audit Committee.

Enterprise Risk Management Policy

The Group's ERM Policy is established by the Board as an effective and adequate approach to be applied
across the Group to manage the risks associated with its business and operations. This policy is designed
to enhance enterprise risk management of the Group through a holistic and integrated framework so that all
material risks faced by the Group are identified and appropriately managed to:

(i)  promote consistent risk identification, measurement, reporting and mitigation;
(i)  set a common risk language to avoid any conflicting terminology or confusion in risk reporting;

(i)  develop and communicate policies on enterprise risk management and controls aligned with the business
strategy; and

(iv)  enhance reporting to provide transparency of risks across the Group.

For internal audit, a risk-based approach is adopted. The three years’ work plan of external assurance provider
for internal audit, is subject to review annually, covers major activities and processes of the Group's operations,
businesses and service units. The results of these audit activities are communicated to the Audit Committee
and key members of senior management of the Group. Audit issues are tracked, followed up for proper
implementation, and their progress are reported to the Audit Committee and senior management of the Group
(as the case may be) periodically. The external assurance provider for internal audit provides independent
assurance to the Board, the Audit Committee and the senior management of the Group on the adequacy and
effectiveness of internal controls for the Group.

The Company regulates the handling and dissemination of inside information as set out in the Code of Conduct

to ensure inside information remains confidential until the disclosure of such information is appropriately
approved, and the dissemination of such information is efficiently and consistently made.
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FOREWORDS

Chinese Food and Beverage Group Limited (the “Company”), together with its subsidiaries (referred to as
the "Group”) regards corporate social responsibilities as one of the core values of its business operations for
sustainable development.

This report has been prepared in accordance with the Environmental, Social and Governance Reporting Guide
as set out in Appendix 20 to the Rules Governing the Listing of Securities on the GEM of the Exchange and
covers the Group's operations in Hong Kong which mainly comprise its headquarter office and restaurant
business for the year ended 31 December 2018. There are no significant changes in the scope of this report
from that of the environment, social and governance report for the year ended 31 December 2017.

SUSTAINABILITY

The Group persistently strives to operate its business in an economic, environmentally, and socially sustainable
manner. Making every effort to provide quality products and services, the Group is keenly aware of the
importance of balancing its business needs with the stewardship of the natural environment, the need to meet
market demand for resources, and the need to achieve a harmonious development of society.

Stakeholders Engagement

The Group endeavours to create sustainable growth and long-term value for its stakeholders, who comprise
the Group’s employees, investors, customers and the wider community. We continue to interact with our
stakeholders on an ongoing basis in order to understand their views and collect their feedback. We have also
established effective communication channels with our stakeholders through company website, annual general
meeting and staff meetings. The opinions of stakeholders are vastly beneficial to formulating and implementing
sustainable development strategies whereby we can improve our ESG performance.

Environmental Protection

Environmental protection is of particular concern to the Group and we are committed to contribute through
more efficient use of resources and implement waste management into all areas of our business, where
possible.

As the Group specializes in food and beverage industry, we take various means to eliminate air, water, and
land pollutions in every business unit. The Group has installed filtration systems for its exhaust and waste water
produced from the restaurant outlets, aiming to reduce air and water pollutions to the ambient environment.
Cleaning agents used in the restaurant outlets for cleaning purpose are labeled, managed and stored properly.
Used detergents and cleaners are discharged into drains only after proper filtration and preliminary purification.
On the food production front, the Group strives to streamline its restaurant operation process to use energy
and resources in the most efficient manner.
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Emissions

The major sources of emission of the Group's pollutions include
and mobile fuel for the Group’s operations in Hong Kong.

Overview of carbon footprint for Group’s operations

consumption of town gas, water, electricity

Variance
2017 2018 Increase/
Green House Gas ("“GHG") emissions tCO,e tCO.e (decrease)
Scope 1: Direct emissions?®
— Carbon dioxide 21 9 (57%)
Scope 2: Indirect emissions*
— Carbon dioxide 202 154 (24%)
Total GHG emissions (Scope 1+2) 223 163 (27%)
tCOze/ tCOZG/
HK$'m HK$'m
GHG emissions intensity® 5.3 7.1 34%
Notes:
1. The above calculation is based on the reference and tools provided by Environmental Protection Department. https://
www.carbon-footprint.hk/node/52.
2. The reported GHG emissions excluded emissions arising from fugitive emissions as we consider they do not have a
significant impact on the Group's overall emissions performance.
3 Scope 1 refers to direct GHG emissions such as fuel consumption.
4. Scope 2 refers to indirect GHG emissions from consumption of purchased electricity and town gas.
5. GHG emissions intensity is calculated by dividing the total GHG emissions by the total revenue of catering business.

The Group's total revenue from its catering business for 2017 and 2018 is approximately HK$42 million and HK$23

million, respectively.

The Group's GHG emissions are mainly produced from indirect emissions due to electricity purchased from The
Hong Kong Electric Company Limited and town gas purchased from The Hong Kong and China Gas Company
Limited. The Group's indirect GHG emissions decreased by 24% from 202 tonnes of CO, equivalent in 2017
to 154 tonnes of CO, equivalent in 2018 which is mainly due to the renovation of the restaurant operated
by the Group in Wanchai during the period from April to July 2018. The direct GHG emissions of the Group
mainly represent fuel used for its motor vehicles, therefore as a means to reduce such emissions, the Group

has encouraged staff to use environmentally-friendly public transportation, hence, the direct GHG emissions
of the Group decreased by 57% from 21 tonnes of CO, equivalent in 2017 to 9 tonnes of CO, equivalent in
2018. The Group's total GHG emissions also decreased by 27% to approximately 163 tonnes of CO, equivalent
in 2018. No hazardous waste produced by the Group has been observed in the reporting period.
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Resources Utilization

Overview of water consumption for Group's operations

Variance
2017 2018 Increase/
tonne tonne (decrease)
Total water consumption 30,319 16,301 (46%)
tonne/ tonne/
HK$'m HK$'m
Water consumption intensity' 722 709 (2%)
Note:
1. Water consumption intensity is calculated by dividing the total water consumption by the total revenue of catering
business.

Water is mainly consumed in the cleaning process of the Group's restaurant business, hence the Group does
not have any concern in sourcing water that is fit for such purpose. The Group encourages employees to use
scrapers or brushes to remove residuals before cleaning with water and prompt for water-saving habits through
posting green messages in the workplace to remind employees to use water effectively.

Overview of energy consumption for Group's operations

Variance
2017 2018 Increase/
kWh kWh (decrease)
Town gas 936,761 559,267 (40%)
Electricity 295,898 252,846 (15%)
Mobile fuel 73,142 35,608 (51%)
Total energy consumption 1,305,801 847,721 (35%)
kWh/ kWh/
HK$'m HK$'m
Energy consumption intensity’ 31,091 36,857 19%
Note:
1. Energy consumption intensity is calculated by dividing the total energy consumption by the total revenue of catering
business.

The Group formulated and educated employees the policies on the efficient use of resources, including energy

and other raw materials in accordance with the relevant environmental laws and regulation.

Chinese Food and Beverage Group Limited



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The restaurant operated by the Group was renovated during the year and the Group took this opportunity to
replace halogen lamps with energy-saving Light Emitting Diode (“LED"”) lightbulbs, a measure that can also
reduce the demand on air-conditioning due to lower calorific value generated by LED lightbulbs. The light
switches are also labeled for identification to reduce the unnecessary wastage of electricity. Moreover, there is

a regional control panel to turn off illumination for the unoccupied areas. Total energy consumption decreased
by 35% from 1,305,801 kWh in 2017 to 847,721 kWh in 2018.

Kitchens contribute the most resources usage, so it is vital to utilize energies effectively in food production
units. The Group regularly checks the cooking, air-conditioning and lighting equipment to assess for
opportunities to take environmentally friendly actions. In addition, the Group encourages our customers to
reduce food waste by ordering smaller portions or taking away leftover food.

The Group currently does not record the volume of non-hazardous waste produced, but a professional food
waste recycling company was appointed to collect and recycle biodegradable wastes, reducing the Group's
greenhouse gas emission indirectly.

The Group strives to formulate concrete short-term, medium, and long-term goals to make progressive
improvement on resources utilization and reduction in compliance with the corporate social responsibility
concept of the Group.

The Group is not aware of any incidents of non-compliance with laws and regulations that have a significant
impact on the Group relating to air and GHG emission, discharges into water and land and generation of
hazardous and non-hazardous wastes.

SOCIAL CONSIDERATIONS

The development and growth of the Group is highly dependent on the efforts and dedication of its members.
To find the right talents, the Group has fully utilized different recruitment channels and provide competitive
salary, training and safe workplace to enhance their work experience and work-life balance.

Employment

The Group is predominantly engaged in the operation of food catering. Therefore, a strong and stable
workforce is imperative for its business operations.

Labour shortage has been a common issue in the food and beverage industry. Hence, the Group places a
significant emphasis on developing human capital and a people-oriented approach is adopted in recruitment,
development, and promotion opportunities. The Group assesses the competitiveness of existing remuneration
package against other market leaders on a regular basis so as to attract and retain the best talent. Within the
Group, promotion opportunities and salary adjustments are bench marked against individual performance, job
nature, qualifications and experience. Annual performance appraisals are conducted in early January annually,
which provides employees opportunities to formally discuss their performances and individual progress with
their supervisors, in addition to on-going face-to-face discussion between supervisors and employees.

In order to succeed in the long run, the Group implemented a series of long-term promotion and succession
programs to ensure knowledge and experience from the predecessor are transferred to newcomers seamlessly.
In the fiscal year of 2018, the Group has rewarded at least 50% of employees, excluding executives, with
bonuses which represented more than 6% of the company’s salary base.
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Other competitive benefit packages are listed as follows:

o maternity leave o paternity leave

o compensation leave o sick leave

° marriage leave ° jury service leave

o Mandatory Provident Fund o annual leave

° compassionate leave ° over-time transportation allowance
o disability coverages o private pensions/retirement plans
o free or subsidized meals o accident insurances

In case employees wish to resign from their employment, they have the right to do so given that written notices
are presented in advanced. Also, the company cannot terminate the employment at will unless the employees
are guilty of any act of dishonesty, serous misconduct or negligence of duty stated in the staff handbook.

With the well-established benefit systems and support made to our staff, the Group strives to retain talent
and envision the development of our people.

During the year, the Group is not aware of any material non-compliance with relevant laws and regulations
in relation to compensation and dismissal, recruitment and promotion, working hours, rest periods, equal
opportunity, diversity, anti-discrimination, welfare and other benefits that have a significant impact on the
Group.

Health and Safety

As employees are the most important asset and resource of the Group, the primary goal is to provide a
safe and healthy working environment for the employees under reasonable and practicable conditions. The
Group is determined to achieving this goal by implementing various occupational health and safety measures.
Guidelines on Employees Health and Safety and Occupational Health & Food Safety Operation Procedure
are developed to enhance a healthy and safe working environment for employees, and to comply with the
Occupational Safety and Health Ordinance. All newly hired operational workers undergo safety training and
receive guidance of acceptable personal hygiene measures. Training buddies are assigned to encourage and
support newly joined employees to follow safety measures and to ensure that they are able to adapt to the
new working environment smoothly.

The Group values in promoting high safety standards for the workplace, so it has stipulated effective health
and safety written policies and practices to strive to achieve ‘zero accidents and injuries’ in the workplace.
Safety standards and internal controls are in place to ensure strict compliance with safety regulations.

As mentioned above, all permanent employees are eligible for accident and medical insurance and Mandatory
Provident Fund. As such, employees are safe economically in case of injuries or retirement.

The Group also invests personal protective equipment for all business units especially for the food production
unit. Encourage employees to identify, report, and take preventive and corrective measures to mitigate any
potential hazards.

During the year, the Group is not aware of any material non-compliance with the relevant laws and regulations

in relation to providing a safe working environment and protecting the employees from occupational hazards
that have a significant impact on the Group.
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Development and Training

It has always been the Group's belief that people development plays the most pivotal role in laying a solid
ground for business growth, and it has, over years, pressed ahead with various training programs, internal and
external, to carefully nurture and develop its workforce.

A sophisticated training framework was formulated during the year in accordance with regular training need
analysis conducted on a regular basis.

All new employees of the Group are handed over to the relevant supervisor for a comprehensive briefing to
familiarize him/her with the organization on the first day of their employment. In addition, on-the-job training,
supervisory training, structured training, occupational health and safety management, Hazard Analysis and
Critical Control Points (“HACCP"”) training, whistleblowing policy is provided to front-line, supervisory, and/or
managerial staff.

In the reporting year, more than a half of workers received skills -based training to advance core job
responsibilities, and many of them also received skills-based training on cross-job functions (e.g. public
speaking training or management training) and external professional development opportunities.

These training efforts have borne fruit particularly in recent years, when the Group has been operating in a
challenging business environment.

With a rich pool of loyal, reliable, professional and competent talent, the Group has managed to remain resilient
amid escalating market uncertainties and capture encouraging business growth. By growing together with its
workforce, the Group has accumulated considerable wisdom and strengths for long-term future sustainable
development.

Labor Standard

The Group seeks to provide a work environment with equal opportunities and diversified human resources. The
Groups' guidelines on staff recruitment and avoidance of unlawful employment policy outlines our obligations
as a responsible employer and the procedure necessary to ensure all candidates are treated equally and
employment is complaint with local law and regulations.

The Group also appreciates the importance of cultural diversity, and employs a workforce in a wide range
of age, genders, ethnicities, and education background. By providing on-the-job training, the Group helped
the new recruits to integrate into the team of members successfully, while also providing the opportunity for
work-life balance.

Information such as statement on work hours, pay and performance issues, policies on benefits, training and
leave, and disciplinary procedures and possible sanction is clearly stated on a written employee hand book
provided in the national language of the employees.

There is no child or forced labor in the company as the Group works in compliance with the Employment
Ordinance of the Hong Kong Special Administrative Region in terms of employment management. The right
candidate would be recruited in accordance with the job requirement and talent matching process to build a
happy and sustainable workforce.
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ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group adopts best practice on occupational code to maintain ethical and equitable behavior of employees.
A grievance channel is set for employees’ concern in confidence to ensure an equitable working environment.
In addition, the Group complies with the provisions of the Personal Data (Privacy) Ordinance to ensure that
the personal data collected would be used for designated purposes and be treated confidentially.

During the year, the Group is not aware of any non-compliance with relevant laws and regulations in relation
to the prevention of child and forced labour on the Group.

Supply Chain Management

The Group joins hands with stakeholders along the supply chain on improving sustainability performance
to assure all supply chain management measures are implemented in compliance with Hong Kong laws and
regulation. For example, goods received from suppliers are in compliance with food labeling and relevant
hygiene and sanitary regulations.

Supply chain practices are reviewed in a regular basis by in-house experienced team or professional firms so
as to ensure reliable and constant food delivery regardless of unexpected issues. At the same time, the Group
has developed a food traceability mechanism to manage quality assurance issues and to further delight our
customers.

The Group aims at closely managing supply chain through monitoring the production quality and business
ethics of suppliers. The Group has ready-to-use lists of preferred local suppliers/vendors who are the “best
in class” for specific goods. The list was developed through selecting reliable suppliers based upon criteria
such as business accreditation, reputation, operating efficiency, technical expertise, quality, price, delivery
assurance, and corporate social responsibility. The ingredient and other goods received from suppliers with
health certificates and laboratory tests results are expected to be in compliance with the current food labeling
and relevant hygiene and sanitary regulations.

The Group has been diversifying the geographical source of key ingredients suppliers to ensure a continuous
supply chain regardless of emergency cases. The Group therefore is committed to ensure the efficient
operation of its supply chain and enhance customer experience.

Product and Service Responsibility

With our commitment to deliver high-standard food to customers, the Group values the supply chain
management to ensure food quality and reliability. We closely comply with the applicable laws and regulations,
and our procurement teams keep monitoring and assessing suppliers. Under a comprehensive safety
management system implemented internally, we are partnering with those who share our commitment of
excellence, and partnership with suppliers will be terminated if supplier were found non-compliant.

The Group attempts to maintain full food traceability and safety through outlining the standards and functions
of different production processes and operations under a Group-wide corporate Food Safety Policy.

To fine tune the food safety policy and measures, cross-department meetings are organized periodically. Raw

and cooked food preparation, ingredient room and master cooking area are well separated to avoid cross
contamination.

Chinese Food and Beverage Group Limited



ENVIRONMENTAL, SOCIAL AND GOVERNANCE REPORT

The Group lays stress on maintaining hygiene especially in restaurant kitchen areas so as to guarantee the
food safety. The Group has employed a professional cleaning company to thoroughly clean certain areas of
kitchen where ordinary cleaners may not have the knowledge and equipment to do so. These areas include
Hydro Vent System, burners, pig roasters, air-conditioning diffusers, air-conditioning air filters, and pipes. Pest
controls are conducted by professional pest control service companies every month to eliminate pests in the
entire restaurant.

All laundries are outsourced to a laundry specialized company to ensure sanitation. Tablecloths and table
napkins are washed after each use and chef uniforms are washed on a daily basis.

We carefully examine inventory control to ensure proper quantity of ingredient, preventing food from being
spoiled, and all of the products or services made or sold by the Group are of the highest quality.

In addition, the Group strives to deliver total customer experience through soliciting customer feedback and
conducting mystery shopper program. The Group takes immediate follow-up actions for food quality and
service performance improvement.

During the year, the Group is not aware of any material non-compliance with the relevant laws and regulations
relating to products and services safety that have or may result in significant impact on the Group.

Anti-Corruption

The Group attaches much importance to promoting integrity and honesty across all business units. The integral
and ethical business conduct is maintained and encouraged by complying with the anti-corruption rules and
regulations. It is mandatory for the employees to report any action or behavior of bribery or misconduct, so a
grievance channel is well-developed. During the year, no violation of related rules and regulations on bribery,
fraud and money laundering was identified.

Community Investment
The Group believes the importance of a well-manage relationship with community for facilitating the growth

and progress of business operations. The Group will continue to organize and participate in a variety of
charitable events in the coming future.
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INDEPENDENT AUDITOR'S REPORT

B AR E

/ HE(EE) ST EEFAEREATE
Asian Alliance (HK) CPA Limited

TO THE MEMBERS OF

CHINESE FOOD AND BEVERAGE GROUP LIMITED
EARREERARLAA

(incorporated in the Cayman Islands with limited liability)

OPINION

We have audited the consolidated financial statements of
Chinese Food and Beverage Group Limited (the “Company”) and
its subsidiaries (collectively referred to as the “Group”) set out on
pages 93 to 252, which comprise the consolidated statement of
financial position as at 31 December 2018, and the consolidated
statement of profit or loss and other comprehensive income,
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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INDEPENDENT AUDITOR'S REPORT

B AR E

MATERIAL UNCERTAINTY RELATED TO
GOING CONCERN

We draw attention to Note 2 to the consolidated financial
statements which indicates that as at 31 December 2018,
the Group's current liabilities exceeded its current assets by
approximately of HK$31,229,000. This condition, along with
other matters as set forth in Note 2, indicate the existence of
a material uncertainty which may cast significant doubt on the
Group's ability to continue as a going concern. Our opinion is
not modified in respect of this matter.

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. In addition to the matter described in the
Material Uncertainty Related to Going Concern section, we
have determined the matters described below to be the key
audit matters to be communicated in our report.

Valuation of unlisted equity instrument at fair value
through other comprehensive income (“FVTOCI”)

As disclosed in Note 22 to the consolidated financial
statements, the Group held 19% unlisted equity interests in
company which is principally engaged in operation of Chinese
restaurants, which has been classified as equity instrument at
FVTOCI and was carried at approximately HK$39,801,000 as
at 31 December 2018 and a fair value loss of approximately
HK$45,359,000 was recognised in other comprehensive
income.

The unlisted equity instrument was stated at its fair value,
classified under level three in the fair value hierarchy.

The fair value of the unlisted equity instrument was derived
using the asset approach by applying a portfolio discount to
the net asset values of the company. Independent qualified
valuer was engaged by management to support management's
estimates. The valuation is dependent on certain key
assumptions that require significant management judgement,
including financial position of the investee with adjusted fair
value of the properties and lack of control and marketability
discount.
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INDEPENDENT AUDITOR'S REPORT

B AR E

We identified the estimation of the valuation of unlisted
equity instrument at FVTOCI as a key audit matter due to the
significance of unlisted equity instrument to the consolidated
financial statements as a whole and because management’s
assessment on the valuation of the unlisted equity instrument
involved making significant judgement and estimates on the
selection of valuation methodology and determination of key
valuation assumptions.

How our audit addressed the key audit matter:

We assessed the competency, capability and objectivity of the
independent qualified valuer by considering its qualifications,
relevant experience and relationship with the Group.

We also discussed with the independent qualified valuer to
understand the rationale, and assessed the appropriateness
and the consistency, of the methodologies used and the key
assumptions and estimates applied.

We also assessed the reasonableness and accuracy of the
input data adopted by the management and the independent
qualified valuer by comparing to entity specific information
and market data and also the lack of control and marketability
discount.

OTHER INFORMATION

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

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

The directors of the Company are responsible for the
preparation of the consolidated financial statements that give
a true and fair view in accordance with HKFRSs issued by the
HKICPA and the disclosure requirements of the Hong Kong
Companies Ordinance, and for such internal control as the
directors of the Company 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.

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

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

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

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

o 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.

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

o Conclude on the appropriateness of the Company's
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.

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

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

From the matters communicated with those charged with
governance, we determine those matters that were of
most significance in the audit of the consolidated financial
statements of the current period and are therefore the key
audit matter. 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.

Asian Alliance (HK) CPA Limited
Certified Public Accountants (Practising)
Chan Mei Mei

Practising Certificate Number: P05256

Suites 313-316, 3/F
Shui On Centre
6-8 Harbour Road
Wan Chai

Hong Kong

22 March 2019
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CONSOLIDATED STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME

GeBRaREMEZEKRER

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

Notes

Y &

Continuing operations
Revenue - catering services
Cost of sales

Gross profit

Other operating income

Other gains and losses

Impairment losses reversed, net of impairment
losses recognised

Selling and distribution expenses

Administrative and other operating expenses

Finance costs

Share of loss of associates

Share of profit (loss) of joint ventures

Profit (loss) before tax
Income tax expense

Profit (loss) for the year from continuing
operations

Discontinued operation
Loss for the year from discontinued operation

Profit (loss) for the year

Other comprehensive (expense) income
[tems that will not be reclassified to profit or
loss:
Fair value loss on:
Investment in equity instrument at fair value
through other comprehensive income

Items that may be reclassified subsequently to
profit or loss:

Share of translation reserve of associates

Release of translation reserve of associates

Other comprehensive (expense) income for the
year, net of income tax

Total comprehensive income (expense) for the
year

BEEEEY
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HERR
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REBBERD  MREEERAE
Bia

HERDHAX

THRREBEERX

AN

BEBERABER

BHEAELFEEMN(BR)

BR B AT R (55 38)
FrEmAx

FARBRASERHNERN
(B1])

BREREEY
FRRACKRIEEEXRBNER

FREN(BR)

Hitt 2@ (Fx) W
TEEHIBERBZER

ATEEZRVEEBE:

REAFEREGLZERESS
ReBRABETAZRE

AR A E IR E R 2 RE

AMEBERRELREE
REBENAELREE

FREM2ERER)
Wik - MERAAEH

FrRzENS(AX)EH

10
11

12
24
25

24
37(a)

2018
—E-N\F
HK$'000
TR

Annual Report 2018

2017
Tt
HK$'000
FhET

4,673
(27,833)

13,840
1143
12,077

610
(7,610)
(20,553)
(16,187)
(1,941)
(6,176)

(24,797)

(24,797)

(1,772)

(26,569)

1,009
227
1,236

1,236

(25,333)
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CONSOLIDATED STATEMENT OF PROFIT OR

AND OTHER COMPREHENSIVE INCOME
mEBaRkAMEE K S

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

LOSS

«

2018 2017
—E-N\E —Z—t%
Notes HK$'000 HK$'000
M = TAT TET
Profit (loss) for the year attributable to owners ~ AAFEE A B FEREF
of the Company: (B#) :
- from continuing operations - REFELEEH 85,041 (24,438)
- from discontinued operation - REBRILBEER - (1,315)
85,041 (25,753)
Profit (loss) for the year attributable to non- FEREZEEERER
controlling interests: (B1#)
- from continuing operations - REFELEEH 2 (359)
- from discontinued operation - REBRILBLER - (457)
2 (816)
85,043 (26,569)
Total comprehensive income (expense) for the ~ THALEEFRZE NS (AX)
year attributable to: B
- Owners of the Company - RRAEAA 39,682 (24,517)
- Non-controlling interests - EERESR 2 (816)
39,684 (25,333)
Earnings (loss) per share BREFN(EE)
From continuing and discontinued operations RABELEREREEEER HK2.68 cents (HK0.91 cent)
- Basic and diluted -EALEE 20 2.687E 4l (0.91784L)
From continuing operations REFELEEH HK2.68 cents (HKO.86 cent)
- Basic and diluted -EAREFE 20 2.68 %Al (0.867% L)

Chinese Food and Beverage Group Limited

EARREEERAR



CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B IR &

At 31 December 2018 R=T—N\F+=-A=+—H
Notes
Bt =

Non-current assets IRBEE
Plant and equipment B & & 21
Interests in joint ventures ReaghtERR 25
Equity instrument at fair value BAFEREMEERK

through other comprehensive = 5l BR 2 B AR

income B TH 22
Contingent consideration receivable &Y sk A KB

— non-current portion -FERBIBH 26
Current assets REBEE
Inventories rE& 27
Trade and other receivables B 5 Kk EAh W FRIAE 28
Deposits paid EffEe 23
Contingent consideration receivable &Y 3k AR B

— current portion - mEBE S 26
Bank balances and cash RITHEBRRES 29
Assets classified as held for sale DHERFIELECZEE 30
Current liabilities mEEE
Trade and other payables Bk EH M ENKIE 31
Other borrowings HEE 32
Obligations under finance leases A& M E A E

- current portion - BIEREE 33
Convertible bonds A # AR & 5 34
Net current liabilities REBEEFH
Total assets less current liabilites #REERRBEE

2018
—E-NF
HK$'000
FTER

2017
—E—+tF
HK$'000
TET

2,016
71,220

73,236

966
36,401
20,000

2,870

60,237
135,129

195,366

126,521
70,000

585
91,789

288,895

(93,529)

(20,293)
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION

e B AR R R

At 31 December 2018 R—ZE—N\E+=-_A=+—H

2018 2017
—E-NF —E—LF
Notes HK$'000 HK$'000
Bt 5% FET FET
Non-current liabilities FRBEE
Obligations under finance leases BhE T A
- non-current portion —- JERIERER 33 51 285
Net assets (liabilities) EE(EE)FE 19,106 (20,578)
Capital and reserves BEXRFE
Share capital % 25 35 63,403 63,403
Reserves ERE (40,925) (80,607)
Equity attributable to owners of the ZARAT A AEGER
Company 22,478 (17,204)
Non-controlling interests JEIERRE R (3,372) (3,374)
Total equity (deficits) RS (B 19,106 (20,578)

The consolidated financial statements on pages 93 to 252 were
approved and authorised for issue by the board of directors
on 22 March 2019 and are signed on its behalf by:

FEREAZFEAMBHRREN_F—NF
“ACH-HESSERHEREENE I
HTIIAERERZE:

Chow Cheuk Hang
Bie1T

Director

EF

Chinese Food and Beverage Group Limited EARREEER AR

Wong Hei Man
BERE

Director

EF



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
mEEREER

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

Attributable to owners of the Company

ARTREARE
Fair value
through other Non-
Convertible  comprehensive Translation  Accumulated controlling
Share capital ~ Share premium  bonds reserve income reserve reserve losses Total interests Total
RAVE
REHZE
T8k WEike 2R
B& R EE EHEH L] EiGf 2itER &t £ @it
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HKS'000
T Ti#n Tin Ti#n TR T#n T Ti#n Tin
At 1 January 2017 RZ-t5-A-H 52,836 498,210 94 - (1,236) (552,530) (1,808) (2,558) (4,364)
Loss for the year ERER - - - - - (25793) (25,793) (816) (26,569)
Other comprehensive income for the ~ EREB2ERE - NEHFEHR
year, net of income tax
Item that may be reclassified EREEN BEER 2 BE
subsequently to profit or loss:
Share of translation reserve of AEBERTELRE
assoclates - - - - 1,009 - 1,009 - 1,009
Release of translation reserve of BREENIELRE
associates (Note 37(2) (W 37() - - - - 27 - 2 - 0
- - - - 1236 - 1236 - 1,23
Total comprehensive income EncENE (R 28
(expense) for the year - - - - 1236 (25,753) (24,517) (816) (25,333)
Cancellation of convertible bond HETARES (FiE)
(Note 34) - - (914) - - - (914) - (914)
Ordinary shares issued ARERTERR
in respect of placing (as defined (7% R M3
in Note 35) 10,567 - - - - - 10,567 - 10,567
Transaction costs attributable to RERERARE
placing (as defined in Note 35) (B& K3 - (534) - - - - (534) - (534)
At 31 December 2017 RIE-+F+Zf=+-8 63403 497,676 - - - (578,283) (17,204) (3.374) (20,578)

Profit for the year

Other comprehensive expense for
the year, net of income tax

ftem that will not be reclassified to
profit or foss:

Fair value loss on investment in
equity instrument at fair value
through other comprehensive
income

Total comprehensive (expense)
income for the year

At 31 December 2018

EREH

ENEBRARRT ABAER
TEEHTREEE2RE
ROTERELRELE

Sz REFEEIAZ
REZLTERE

ER2ERX)NELE

R-Z-NE1tZA=t-A
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CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
TH&E T FA T
OPERATING ACTIVITIES KETEH
Profit (loss) for the year F RN (EE)
— from continuing operations - REBBEREED 85,043 (24,797)
— from discontinued operation - REERIEKREER - (1,772)
Adjustments for: RIS RS
Reversal of impairment loss recognised 1 [ B B b & R IE
in respect of other receivable ERZBEEBRE (1,405) (673)
Change in fair value of contingent FEM K AREZ
consideration receivable NFEE 1,165 -
Loss on disposal of held-for-trading LEREEEREZ
investments &5 18 - 54
Written-off of trade receivables W E 5 W FUR = 16
Written-off of other receivables 88 B Ath /B U RIB - 75
Impairment loss recognised in respect  EZEWFKIE 2 EMHR
of trade receivables BEEIE = 337
Gain on disposal of a joint venture HE—MaehzE 2 lzE (56,781) -
Gain on disposal of a subsidiary HE—RWB AR ZWEH (1,620) (12,011)
Provision for (reversal of) annual leave FAFBIELEE (D) 158 (136)
Share of loss of associates JE (R & N A B 1B = 1,941
Share of (profit) loss of joint ventures JE(EE&ERZECEM)
&5 18 (203) 6,176
Depreciation of plant and equipment WERFZETE 2,484 1,990
Gain on disposal of plant and LERERER KA
equipment = (370)
Loss on written-off of plant and W E R EE BB
equipment 73 392
Dividend received from equity ERIEATFEREMEE
instrument at fair value through W 51 BR 2 AR &
other comprehensive income TAZERE (51,951) -
Reimbursement of interest on ENATBERESTE
convertible bonds (9,000) -
Amortisation of deferred income BRI A 489 -
Finance costs R YN 12,964 16,187
Operating cash flows before movements ®E&XE & B al =z
in working capital KEEESHE (18,584) (12,591)
Decrease in inventories FERD 211 296
Decrease (increase) in trade and other B 5 N E A E W R IE
receivables B (35 n) 6,410 (555)
Decrease in trade and other payables B 5 K E M A IR R (2,237) (5,348)
Decrease in held-for-trading investments £ {EE & 1% & & = 357
NET CASH USED IN OPERATING RETHAEZRSFE
ACTIVITIES (14,200) (17,841)

98 Chinese Food and Beverage Group Limited EARREEER AR



CONSOLIDATED STATEMENT OF CASH FLOWS
RERERER

For the year ended 31 December 2018 #HZ=-ZT—\F+_H=1+—HILtFE

2018 2017
—E-N\F —E—tF
HK$'000 HK$'000
FE T T 7T
INVESTING ACTIVITIES REED
Proceeds from disposal of plant and HERE R &2 518
equipment = 370
Proceeds from disposal of a subsidiary HE—MHEBEAAZ
P 15 30 0R 50 10
Proceeds from disposal of a joint venture tﬂ%—m/\ EhEZ
P15 30 0R 66,787 -
Cash outflow arised from disposal of a HE—FHWEB AT EEN
subsidiary H&m = (3,000)
Purchase of plant and equipment BERERRME (5,292) (7)
Refund of deposit paid for potential REREBEERAKRED
equity investment Effke 20,000 -
Repayment from joint ventures BEPEEN - 468
NET CASH FROM (USED IN) INVESTING REZBFE (i) zRE
ACTIVITIES FE 81,545 (2,159)
FINANCING ACTIVITIES fill & 5E B
(Repayment to) advance from joint (BRTIBRBEBREDLE
ventures (3,529) 16,657
Advance from a director RKE—BEEFHNBR 608 -
Proceeds from other borrowings HiEE 2FAGHRIEA 1,500 -
Repayment of other borrowings BEAMEE (65,485) (500)
Repayments of obligations under finance &% & & H & # ¥
leases (585) (569)
Interest paid on finance leases BMEHEZENTNE (16) (32)
Interest paid on convertible bonds A AR & %Zaﬁﬂ - (3,383)
Interest paid on other borrowings HiEE 22 E (1,661) (1,899)
Proceeds from placing, net of issuance B2 FT158 FIE
expenses (F0BR 1T <) - 10,033
NET CASH (USED IN) FROM MEETH(E)AEZ
FINANCING ACTIVITIES R&EFHE (69,168) 20,307
NET (DECREASE) INCREASE IN BeRkBReEE2Z(ED)
CASH AND CASH EQUIVALENTS B FEE (1,823) 307
CASH AND CASH EQUIVALENTS AT R—BA—HZzHRE&RK
1 JANUARY Re%E 2,870 2,388
Effect of foreign exchange rate changes [EXE & 2 & 247 175
CASH AND CASH EQUIVALENTS RT=ZA=t—-HZHRER
AT 31 DECEMBER, ReE%E
represented by bank balances and cash ~ Bl#R1T&#H KIE S 1,294 2,870
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GENERAL INFORMATION

Chinese Food and Beverage Group Limited (the
"Company”) was incorporated in the Cayman Islands as
an exempted company with limited liability. Its shares
are listed on GEM of The Stock Exchange of Hong Kong
Limited (the “Exchange”). The address of the Company'’s
registered office is Cricket Square, Hutchins Drive, P.O.
Box 2681, Grand Cayman KY1-1111, Cayman Islands and
its principal place of business is located at Room 2101,
Yue Xiu Building, No.160-174 Lockhart Road, Wan Chai,
Hong Kong.

The principal activity of the Company is investment
holding and the principal activities of its subsidiaries
(together with the Company collectively referred to as
the "Group”) are catering business and securities trading
as set out in Note 43 to consolidated financial statement.

The consolidated financial statements are presented in
Hong Kong dollars (“HK$"), which is also the functional
currency of the Company.

BASIS OF PREPARATION

As at 31 December 2018, the Group's current
liabilities exceed its current assets of approximately
HK$31,229,000. Nevertheless, the directors of the
Company (the “Directors”) considered that the
consolidated financial statements of the Group have
been prepared on a going concern basis after taking into
consideration the following measures:

(@) The Group has continued to enforce cost-saving
measures to reduce the operating expenses.
Administrative and other operating expenses
were reduced by 12% and the finance costs were
reduced by 20%, as compared with year ended
31 December 2017;

(b) The convertible bonds payable with carrying
amount of approximately HK$91,789,000 at
31 December 2017 had been fully settled on
25 October 2018 following the completion of
the disposal of 31% equity interest in Flame
Soar Limited (“Flame Soar”) (the “Disposal”).
Accordingly, the finance costs for the year 2019 will
be reduced substantially;

Chinese Food and Beverage Group Limited EARKREEER AR

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

2.

BASIS OF PREPARATION (Continued)

(c)  The Group obtained a term loan of HK$5,000,000
from a financial institution on 22 March 2019 to
meet the payables for operating expenses. The
loan principal is repayable on 20 March 2020 and
carries fixed interest rate of 15% per annum;

(d) The Group has obtained a twelve months loan
facility of HK$56,000,000 from a financial institution
on 22 March 2019 to meet the future funding
requirements. The loan under this facility carries
fixed interest rate of 15% per annum;

(e)  Subject to the approval by the shareholders of
the Company, the Group may proceed a potential
capital reorganisation and may have a potential
fund raising exercise shortly after the publication
of annual results announcement of the Group for
the year ended 31 December 2018; and

(f)  The Group is exploring other fund raising
opportunities including, but not limited to, equity
and debt financing. The Group may proceed fund
raising activities in second half of 2019 given that
the capital market conditions are appropriate.

The Directors are of the opinion that the Group would
be able to have sufficient working capital to finance its
operations and to meet its financial obligations as and
when they fall due for a period of not less than the next
twelve months from 31 December 2018.

Accordingly, the Directors are of the opinion that it
is appropriate to prepare these consolidated financial
statements for the year ended 31 December 2018
on a going concern basis. The consolidated financial
statements do not include any adjustments that would
result from the failure of the Group to obtain sufficient
future funding. Should the Group be unable to continue
to operate as a going concern, adjustments would have
to be made to reduce the carrying amounts of the assets
of the Group to their recoverable amounts, to provide
for further liabilities which might arise and to reclassify
non-current assets and liabilities as current assets and
liabilities, respectively.

2.

fm B E % (IR)

© AEBEBR-_ZE-HAF=ZA_-+
" HEZREREDNSEHER
5,000,000 7T + A EE R
BENRE - EXASAR T
TEZA-THEN LRETEF
M R15%ET S

d AEEBR-_Z—HAE=ZA=-+=H
BESeBREBIE —2£12@AE8XK
Rl &56,000,000/8 7T LAEY HE
BaFEK - ZEREBETHER
% EE FHR15% 5

() FBARABRRAER AEEXE
RABEAEEHZE_Z-N\F+=
A=t —BLEFENFERELM
BIAETEEEAEEANE
KERY N

() AEECEFEEOEKERS 25
BrARAKRERMEBERE - BE
AMGRAEHE  AEEHER—
E-NFTH+FETEERD -

EERE AEEBEERREEES
AHEBREESRBETEAZE N
FE+_A=1+—HBHRITPREREK+=A
R ANEI BN BEEE -

Hilt EER 5 UBELCYAEER
BZEHE_T—)/\F+=_A=1+—H
tFENREVERREBEAE - %%
BAEVBRERITABETMEAREE R
BEERS L R ARE © ATIEEFHZE KA
SEREEERELCE  AELFAEI
BREASEEENEAEZHEAIKES
BoOLBAIREEANE— S AEEDE
HEREERBEERBESRET S
ARBEERAE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

3.

APPLICATION OF
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs")

New and Amendments to HKFRSs that are
mandatorily effective for the current year

The Group has applied the following new and
amendments to HKFRSs issued by the Hong Kong
Institute of Certified Public Accountants (“HKICPA") for

NEW AND 3.

7 5 R 0 A A R 2 T RT RS
AERBMBREER

AEERANEFEERERATHEES
SEAE((EA AR B
AIREETRBM B RELER:

the first time in the current year:

HKFRS 9
BAMGHRERAFIN
HKFRS 15

& 78 W 75 s R 1558

\:

HK(IFRIC) — Interpretation (“Int") 22

HEB(BEEMBEREREEZES) -
ZR(ZE)E225%

Amendments to HKFRS 2

BB E LR E2R 2 EF]

Amendments to HKFRS 4
BE W R S R FA9R 2B E]

Amendments to Hong Kong Accounting
Standard ("HKAS") 28
BReFEAU(EEGEN])
285 Z1EFT
Amendments to HKAS 40
B GETERIEA05 2 EF]

Except as described below, the application of the new

Financial Instruments

SR TE

Revenue from Contracts with Customers and the related
Amendments

REREP & AH WA RBBERT

Foreign Currency Transactions and Advance Consideration

SINER Z RIBMNKE

Classification and Measurement of Share-based Payment
Transactions

ABRDRERINRZGZ D BETE

Applying HKFRS 9 Financial Instruments with HKFRS 4
Insurance Contracts

RABEMBRESLENFSFRBRERS—HEBEE
BBREENEIOREHITA

As part of the Annual Improvements to HKFRSs 2014-2016
Cycle

ERBEEMBREERN _T—NEFE-_T-RFRHAZ
FREBEZ— T2

Transfers of Investment Property

HEREME
BRTIXHMEEN  RAFERBIHR

and amendments to HKFRSs in the current year has had
no material impact on the Group'’s financial performance
and positions for the current and prior years and/or on
the disclosures set out in these consolidated financial
statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

3.

APPLICATION OF NEW AND 3.
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

3.1 HKFRS 15 Revenue from Contracts with
Customers

The Group has applied HKFRS 15 for the first time
in the current year. HKFRS 15 superseded HKAS 18
Revenue, HKAS 11 Construction Contracts and the
related interpretations.

The Group has applied HKFRS 15 retrospectively
with the cumulative effect of initially applying
this standard recognised at the date of initial
application, 1 January 2018. Any difference at
the date of initial application is recognised in the
opening accumulated losses (or other components
of equity, as appropriate) and comparative
information has not been restated. Furthermore, in
accordance with the transition provisions in HKFRS
15, the Group has elected to apply the standard
retrospectively only to contracts that are not
completed at 1 January 2018.

The Group recognises revenue from the
restaurant operation which arise from contracts
with customers. Revenue is recognised when the
catering services is provided to customers.

Information about the Group’'s performance
obligations and the accounting policies resulting
from application of HKFRS 15 are disclosed in the
consolidated financial statements.

The adoption of HKFRS 15 did not have any impact
on the timing and amounts of revenue recognition
as at 1 January 2018.

BRVBRMEERFI5HK
BEF &R KA

AEBEERAEEEREAERE
B R EERIFISH - BAEYK
FEAEISGHEMAET L S E
AISE18TRMA ~ BB GFHEREN
MEELANERRE -

AEECENERBERBUBRSE
ERIE155 - A RERAREER
MREZEREXERBH(ZE
“NEFE-A-R)®ER - REXE
RAEBMEMER TR ENRE
BR (RBHENEM IS (HER))
MR BYEEINLREM - It
Sh - RIBE B R RS ERE15
SAGEEMGR AREDEEE
HBR-F-NF-A—BRRTK
ME KB Y EMAZER -

AEBEHRARBEETFLAONE
BRekam  WEDRATFIR
HERRGE B TIARER

EREREEMH RELEDES
BMo BN AREREONEERE
AAREMERRGER M RERK

= o
R-ZF-\F—A—-BHRATEYH

165 3 & 22 Bl 1555 4 #E 38 W 10
REMERecBYETATE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

3. APPLICATION OF NEW AND 3.
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

3.2 HKFRS 9 Financial Instruments and the
related amendments

In the current year, the Group has applied HKFRS 9
Financial Instruments and the related consequential
amendments to other HKFRSs. HKFRS 9 introduces
new requirements for 1) the classification and
measurement of financial assets and financial
liabilities, 2) expected credit losses (“ECL") for
financial assets and 3) general hedge accounting.

The Group has applied HKFRS 9 in accordance
with the transition provisions set out in HKFRS 9,
i.e. applied the classification and measurement
requirements (including impairment under ECL
model) retrospectively to instruments that have
not been derecognised as at 1 January 2018 (date
of initial application) and has not applied the
requirements to instruments that have already been
derecognised as at 1 January 2018. The difference
between carrying amounts as at 31 December 2017
and the carrying amounts as at 1 January 2018
are recognised in the opening accumulated losses
and other components of equity, without restating
comparative information.

Accordingly, certain comparative information may
not be comparable as comparative information was
prepared under HKAS 39 Financial Instruments:
Recognition and Measurement.

Accounting policies resulting from application of
HKFRS 9 are disclosed in the consolidated financial

statements.

Summary of effects arising from initial
application of HKFRS 9

Classification and measurement of financial assets
All financial assets and financial liabilities continue

to be measured on the same bases as were
previously measured under HKAS 39.

Chinese Food and Beverage Group Limited EARKREEER AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

For the year ended 31 December 2018 #HZE_=Z

3.

B 7% ¥R M A

APPLICATION OF NEW AND 3.

AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

3.2 HKFRS 9 Financial Instruments and the
related amendments (Continued)

Summary of effects arising from initial
application of HKFRS 9 (Continued)

Impairment under ECL model

The Group applies HKFRS 9 simplified approach to
measure ECL which uses a lifetime ECL for all trade
receivables. To measure the ECL, trade receivables
have been grouped based on shared credit risk
characteristics and the historical observed default
rates adjusted by forward looking estimates.
The Directors have assessed the additional ECL
allowance on trade receivables and considered
is insignificant based on internal credit rating on
individual assessment and therefore it did not result
in an adjustment of opening accumulated losses.

Loss allowances for financial assets at amortised
cost other than trade receivable mainly comprise of
other receivables, deposit paid, amounts due from
joint ventures and bank balances, are measured on
12-month ECL (“12m ECL") basis as there had been
no significant increase in credit risk since initial
recognition, except for certain other receivables
and deposit paid which are measured on lifetime
ECL basis as those credit risk had increased
significantly since initial recognition. For bank
balances, the Group transacts with reputable banks
with high credit rating assigned by international
credit-rating agencies and consider the risk of
default is low and 12m ECL is insignificant.

Based on the assessment by the management of
the Company, the ECL on other financial assets at
amortised cost is insignificant and therefore it did
not result in an adjustment of opening accumulated
losses.

—NF+-A=1+—HIL=FE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

3.

Chinese Food and Beverage Group Limited

APPLICATION OF NEW AND 3. ERAHIIRKETEBHER
AMENDMENTS TO HONG KONG HFEA(EBHMKREER ]
FINANCIAL REPORTING STANDARDS (&)

("HKFRSs") (Continued)

New and amendments to HKFRSs in issue but C M8 1B = R £ R 2 FET R &R 1&
not yet effective 7] B B B 15 3R 2 A

The Group has not early applied the following new and REEWARREREATIIE BME K
amendments to HKFRSs that have been issued but are ER AT MEIEFT T BT RS E
not yet effective: Al :

HKFRS 16 Leases'

EBTIEREERF165 ma

HKFRS 17 Insurance Contracts?

EBPIBREERF175E 1R A 4

HK(IFRIC)-Int 23
BEEBBEVBRERELE

- R EE235%
Amendments to HKFRS 3
BB REENEIG ZEF]
Amendments to HKFRS 9
BB IR EENEI ZEF]
Amendments to HKFRS 10 and HKAS 28
A B B 5 S B 1058 &

BB G TR E285 2 18F]
Amendments to HKAS 1 and HKAS 8
BB ETERFEIRRE LG ER

85k 2 1EF]
Amendments to HKAS 19
BB G ERAFE195% 2B
Amendments to HKAS 28
BB GRS 2858 2 EF]
Amendments to HKFRSs
BB EER BT

i

‘)
=

’

! Effective for annual periods beginning on or after

1 January 2019.

2 Effective for business combinations and asset
acquisitions for which the acquisition date is on or after
the beginning of the first annual period beginning on or

after 1 January 2020.

g Effective for annual periods beginning on or after

1 January 2020.

4 Effective for annual periods beginning on or after

1 January 2021.

g Effective for annual periods beginning on or after a date 5

to be determined.

Uncertainty over Income Tax Treatments'

ISHEENTRERR

Definition of Business?

X2 EE?

Prepayment Features with Negative Compensation'

REREEFFUERBMHE

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

KREEHEHABENANaEREZHREEL ST A

Definition of Material®

BERERS

Plan Amendment, Curtailment or Settlement'

FTEIEE] - MR R A IE

Long-term Interests in Associates and Joint Ventures'

REtE AR ReEbE RS

Annual Improvements to HKFRSs 2015-2017 Cycle'

ERUBREEN T —RAFE_T—tFHEBPZ
F G S

FEHREAER -

FHZEXBAHREERBEM -

FEHREAER -
FEHREAER -

H R £ -

EARREEERAR

! R-ZF-NFE—A- AL 2EHBHD

2 HEBABA-T-TE-—A-—AX

2R ZEEFEHRERR 2K

: R-ZE_ZEF-—HA-HIZBRABH

‘ R-E-_—F A B Z2ERABD
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

3.

APPLICATION OF
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

Except for the new and amendments to HKFRSs and
interpretations mentioned below, the Directors anticipate
that the application of all other new and amendments
to HKFRSs and interpretations will have no material
impact on the consolidated financial statements in the
foreseeable future.

HKFRS 16 Leases

HKFRS 16 introduces a comprehensive model for the
identification of lease arrangements and accounting
treatments for both lessors and lessees. HKFRS
16 will supersede HKAS 17 Leases and the related
interpretations when it becomes effective.

HKFRS 16 distinguishes lease and service contracts on
the basis of whether an identified asset is controlled by
a customer. In addition, HKFRS 16 requires sales and
leaseback transactions to be determined based on the
requirements of HKFRS 15 as to whether the transfer of
the relevant asset should be accounted as a sale. HKFRS
16 also includes requirements relating to subleases and
lease modifications.

Distinctions of operating leases and finance leases are
removed for lessee accounting, and is replaced by a
model where a right-of-use asset and a corresponding
liability have to be recognised for all leases by lessees,
except for short-term leases and leases of low value
assets.

NEW AND 3.

C 8 fin 1B 1] R A& 2 #E] R4S
AERBMBE®REERNGE)

BRI Pt #h 5] RIQ BT BB MBS
EANREI  EFREARAMEEHM
A RRETEAMBRERALZE
R BRI AG & 4R S B 75 R & X
EAFE-

BEBUBHEERFI6HHE

ERMBRMEER B BBA L EA
REBANBEE LR G EEIIALK
BENA - REEVHREERE 165K E
MR BB E B G ERETRA
ERHEERE -

EREMBHREENFIREZELPEEE
HABNEEARSEERREEL
LS - BEP B R EEAF16HRE S
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mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

3.

APPLICATION OF
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 16 Leases (Continued)

The right-of-use asset is initially measured at cost
and subsequently measured at cost (subject to
certain exceptions) less accumulated depreciation and
impairment losses, adjusted for any remeasurement of
the lease liability. The lease liability is initially measured
at the present value of the lease payments that are not
paid at that date. Subsequently, the lease liability is
adjusted for interest and lease payments, as well as the
impact of lease modifications, amongst others. For the
classification of cash flows, the Group currently presents
upfront prepaid lease payments as investing cash flows
in relation to leasehold lands for owned use and those
classified as investment properties while other operating
lease payments are presented as operating cash flows.
Upon application of HKFRS 16, lease payments in relation
to lease liability will be allocated into a principal and an
interest portion which will be presented as financing cash
flows by the Group.

Under HKAS 17, the Group has already recognised an
asset and a related finance lease liability for finance lease
arrangement and prepaid lease payments for leasehold
lands where the Group is a lessee. The application of
HKFRS 16 may result in potential changes in classification
of these assets depending on whether the Group
presents right-of-use assets separately or within the same
line item at which the corresponding underlying assets
would be presented if they were owned.

Other than certain requirements which are also
applicable to lessor, HKFRS 16 substantially carries
forward the lessor accounting requirements in HKAS 17,
and continues to require a lessor to classify a lease either
as an operating lease or a finance lease.

Chinese Food and Beverage Group Limited EARKREEER AR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

3.

APPLICATION OF
AMENDMENTS TO HONG KONG
FINANCIAL REPORTING STANDARDS
("HKFRSs"”) (Continued)

New and amendments to HKFRSs in issue but
not yet effective (Continued)

HKFRS 16 Leases (Continued)

Furthermore, extensive disclosures are required by
HKFRS 16.

As at 31 December 2018, the Group has non-
cancellable operating lease commitments of
approximately HK$9,860,000 as disclosed in Note 40
to the consolidated financial statements. A preliminary
assessment indicates that these arrangements will meet
the definition of a lease. Upon application of HKFRS
16, the Group will recognise a right-of-use asset and
a corresponding liability in respect of all these leases
unless they qualify for low value or short-term leases.

In addition, the Group currently considers refundable
rental deposits paid of HK$1,920,000 as rights under
leases to which HKAS 17 applies. Based on the definition
of lease payments under HKFRS 16, such deposits
are not payments relating to the right to use the
underlying assets, accordingly, the carrying amounts
of such deposits may be adjusted to amortised cost.
Adjustments to refundable rental deposits paid would be
considered as additional lease payments and included in
the carrying amount of right-of-use assets.

The application of new requirements may result in
changes in measurement, presentation and disclosure as
indicated above.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B R AR B A

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

4.

SIGNIFICANT ACCOUNTING POLICIES

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

The consolidated financial statements have been
prepared on the historical cost basis except for certain
financial instruments that are measured at fair value at
the end of each reporting period, as explained in the
accounting policies set out below.

Historical cost is generally based on the fair value of the
consideration given in exchange for goods and services.

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

For financial instruments which are transacted at fair
value and a valuation technique that unobservable inputs
is to be used to measure fair value in subsequent periods,
the valuation technique is calibrated so that at initial
recognition the results of the valuation technique equals
the transaction price.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

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

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

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

o Level 3 inputs are unobservable inputs for the asset
or liability.

The principal accounting policies are set out below.
Basis of consolidation

The consolidated financial statements incorporate
the financial statements of the Company and entities

(including structured entities) controlled by the Company
and its subsidiaries. Control is achieved when the

Company:
° has power over the investee;
o is exposed, or has rights, to variable returns from

its involvement with the investee; and
o has the ability to use its power to affect its returns.

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

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Basis of consolidation (Continued)

Consolidation of a subsidiary begins when the Group
obtains control over the subsidiary and ceases when the
Group loses control of the subsidiary. Specifically, income
and expenses of a subsidiary acquired or disposed
of during the year are included in the consolidated
statement of profit or loss and other comprehensive
income from the date the Group gains control until the
date when the Group ceases to control the subsidiary.

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

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

All intragroup assets and liabilities, equity, income,
expenses and cash flows relating to transactions
between members of the Group are eliminated in full on
consolidation.

Non-controlling interests in subsidiaries are presented
separately from the Group’s equity therein, which
represent present ownership interests entitling their
holders to a proportionate share of net assets of the
relevant subsidiaries upon liquidation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Basis of consolidation (Continued)

Changes in the Group’s interests in existing
subsidiaries

When the Group loses control of a subsidiary, the assets
and liabilities of that subsidiary and non-controlling
interests (if any) are derecognised. A gain or loss is
recognised in profit or loss and is calculated as the
difference between (i) the aggregate of the fair value
of the consideration received and the fair value of
any retained interest and (i) the carrying amount of
the assets (including goodwill), and liabilities of the
subsidiary attributable to the owners of the Company. All
amounts previously recognised in other comprehensive
income in relation to that subsidiary are accounted for as
if the Group had directly disposed of the related assets
or liabilities of the subsidiary (i.e. reclassified to profit
or loss or transferred to another category of equity as
specified/permitted by applicable HKFRSs). The fair value
of any investment retained in the former subsidiary at
the date when control is lost is regarded as the fair value
on initial recognition for subsequent accounting under
HKFRS 9/HKAS 39 or, when applicable, the cost on initial
recognition of an investment in an associate or a joint
venture.

Business combinations

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

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Business combinations (Continued)

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

o deferred tax assets or liabilities, and assets or
liabilities related to employee benefit arrangements
are recognised and measured in accordance with
HKAS 12 /ncome Taxes and HKAS 19 Employee
Benefits respectively;

o liabilities or equity instruments related to share-
based payment arrangements of the acquiree or
share-based payment arrangements of the Group
entered into to replace share-based payment
arrangements of the acquiree are measured in
accordance with HKFRS 2 Share-based Payment at
the acquisition date; and

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

Goodwill is measured as the excess of the sum of the
consideration transferred, the amount of any non-
controlling interests in the acquiree, and the fair value
of the acquirer’s previously held equity interest in the
acquiree (if any) over the net amount of the identifiable
assets acquired and the liabilities assumed as at
acquisition date. If, after re-assessment, the net amount
of the identifiable assets acquired and liabilities assumed
exceeds the sum of the consideration transferred, the
amount of any non-controlling interests in the acquiree
and the fair value of the acquirer's previously held
interest in the acquiree (if any), the excess is recognised
immediately in profit or loss as a bargain purchase gain.

Non-controlling interests that are present ownership
interests and entitle their holders to a proportionate
share of the relevant subsidiary’s net assets in the event
of liquidation are initially measured at the non-controlling
interests’ proportionate share of the recognised amounts
of the acquiree’s identifiable net assets or at fair value.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

For the year ended 31 December 2018 #HZE_=Z

4.

B 7% ¥R M A

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Business combinations (Continued)

When the consideration transferred by the Group
in a business combination includes a contingent
consideration arrangement, the contingent consideration
is measured at its acquisition-date fair value and
included as part of the consideration transferred in a
business combination. Changes in the fair value of the
contingent consideration that qualify as measurement
period adjustments are adjusted retrospectively.
Measurement period adjustments are adjustments that
arise from additional information obtained during the
"measurement period” (which cannot exceed one year
from the acquisition date) about facts and circumstances
that existed at the acquisition date.

The subsequent accounting for the contingent
consideration that do not qualify as measurement
period adjustments depends on how the contingent
consideration is classified. Contingent consideration that
is classified as equity is not remeasured at subsequent
reporting dates and its subsequent settlement is
accounted for within equity. Contingent consideration
that is classified as an asset or a liability is remeasured
to fair value at subsequent reporting dates, with the
corresponding gain or loss being recognised in profit or
loss.

Investments in associates and joint ventures

An associate is an entity over which the Group has
significant influence. Significant influence is the power to
participate in the financial and operating policy decisions
of the investee but is not control or joint control over
those policies.

A joint venture is a joint arrangement whereby the
parties that have joint control of the arrangement have
rights to the net assets of the joint arrangement. Joint
control is the contractually agreed sharing of control of
an arrangement, which exists only when decisions about
the relevant activities require unanimous consent of the
parties sharing control.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates and joint ventures
(Continued)

The results and assets and liabilities of associates and
joint ventures are incorporated in these consolidated
financial statements using the equity method of
accounting, except when the investment, or a portion
thereof, is classified as held for sale, in which case it is or
the portion so classified is accounted for in accordance
with HKFRS 5 Non-current Assets Held for Sale and
Discontinued Operations. Any retained portion of an
investment in an associate or a joint venture that has
not been classified as held for sale continues to be
accounted for using the equity method. The financial
statements of associates and joint ventures used for
equity accounting purposes are prepared using uniform
accounting policies as those of the Group for like
transactions and events in similar circumstances. Under
the equity method, an investment in an associate or a
joint venture is initially recognised in the consolidated
statement of financial position at cost and adjusted
thereafter to recognise the Group's share of the profit or
loss and other comprehensive income of the associate
or joint venture. Changes in net assets of the associate
or joint venture other than profit or loss and other
comprehensive income are not accounted for unless such
changes resulted in changes in ownership interest held
by the Group. When the Group's share of losses of an
associate or joint venture exceeds the Group's interest
in that associate or joint venture (which includes any
long-term interests that, in substance, form part of the
Group's net investment in the associate or joint venture),
the Group discontinues recognising its share of further
losses. Additional losses are recognised only to the
extent that the Group has incurred legal or constructive
obligations or made payments on behalf of the associate
or joint venture.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)

Investments in associates and joint ventures
(Continued)

An investment in an associate or a joint venture is
accounted for using the equity method from the date
on which the investee becomes an associate or a
joint venture. On acquisition of the investment in an
associate or a joint venture, any excess of the cost of the
investment over the Group's share of the net fair value
of the identifiable assets and liabilities of the investee
is recognised as goodwill, which is included within the
carrying amount of the investment. Any excess of the
Group's share of the net fair value of the identifiable
assets and liabilities over the cost of the investment, after
reassessment, is recognised immediately in profit or loss
in the period in which the investment is acquired.

The Group assesses whether there is an objective
evidence that the interest in an associate or a joint
venture may be impaired. When any objective evidence
exists, the entire carrying amount of the investment
(including goodwill) is tested for impairment in
accordance with HKAS 36 as a single asset by comparing
its recoverable amount (higher of value in use and fair
value less costs of disposal) with its carrying amount.
Any impairment loss recognised forms part of the
carrying amount of the investment. Any reversal of that
impairment loss is recognised in accordance with HKAS
36 to the extent that the recoverable amount of the
investment subsequently increases.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Investments in associates and joint ventures
(Continued)

When the Group ceases to have significant influence over
an associate or joint control over a joint venture, it is
accounted for as a disposal of the entire interest in the
investee with a resulting gain or loss being recognised
in profit or loss. When the Group retains an interest in
the former associate or joint venture and the retained
interest is a financial asset within the scope of HKFRS 9/
HKAS 39, the Group measures the retained interest at fair
value at that date and the fair value is regarded as its
fair value on initial recognition. The difference between
the carrying amount of the associate or joint venture and
the fair value of any retained interest and any proceeds
from disposing the relevant interest in the associate or
joint venture is included in the determination of the gain
or loss on disposal of the associate or joint venture. In
addition, the Group accounts for all amounts previously
recognised in other comprehensive income in relation
to that associate or joint venture on the same basis
as would be required if that associate or joint venture
had directly disposed of the related assets or liabilities.
Therefore, if a gain or loss previously recognised in
other comprehensive income by that associate or joint
venture would be reclassified to profit or loss on the
disposal of the related assets or liabilities, the Group
reclassifies the gain or loss from equity to profit or loss
(as a reclassification adjustment) upon disposal/partial
disposal of the relevant associate or joint venture.

The Group continues to use the equity method when
an investment in an associate becomes an investment
in a joint venture or an investment in a joint venture
becomes an investment in an associate. There is no
remeasurement to fair value upon such changes in
ownership interests.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)

Investments in associates and joint ventures
(Continued)

When the Group reduces its ownership interest in an
associate or a joint venture but the Group continues to
use the equity method, the Group reclassifies to profit or
loss the proportion of the gain or loss that had previously
been recognised in other comprehensive income relating
to that reduction in ownership interest if that gain or loss
would be reclassified to profit or loss on the disposal of
the related assets or liabilities.

When a group entity transacts with an associate or a
joint venture of the Group, profits and losses resulting
from the transactions with the associate or joint venture
are recognised in the Group's consolidated financial
statements only to the extent of interests in the associate
or joint venture that are not related to the Group.

Non-current assets classified as held for sale

Non-current assets and disposal groups are classified as
held for sale if their carrying amount will be recovered
principally through a sale transaction rather than
through continuing use. This condition is regarded as
met only when the asset (or disposal group) is available
for immediate sale in its present condition subject
only to terms that are usual and customary for sales
of such asset (or disposal group) and its sale is highly
probable. Management must be committed to the sale,
which should be expected to qualify for recognition
as a completed sale within one year from the date of
classification.

When the Group is committed to a sale plan involving
loss of control of a subsidiary, all of the assets and
liabilities of that subsidiary are classified as held for sale
when the criteria described above are met, regardless of
whether the Group will retain a non-controlling interest
in the relevant subsidiary after the sale.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Non-current assets classified as held for sale
(Continued)

When the Group is committed to a sale plan involving
disposal of an investment, or a portion of an investment,
in an associate or joint venture, the investment or the
portion of the investment that will be disposed of is
classified as held for sale when the criteria described
above are met, and the Group discontinues the use of the
equity method in relation to the portion that is classified
as held for sale from the time when the investment (or a
portion of the investment) is classified as held for sale.

Non-current assets (and disposal groups) classified as
held for sale are measured at the lower of their previous
carrying amount and fair value less costs to sell.

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in Note 3)

Under HKFRS 15, the Group recognises revenue when
(or as) a performance obligation is satisfied, i.e. when
“control” of the goods or services underlying the
particular performance obligation is transferred to the
customer.

A performance obligation represents a good or service
(or a bundle of goods or services) that is distinct or a
series of distinct goods or services that are substantially
the same.

Control is transferred over time and revenue is
recognised over time by reference to the progress
towards complete satisfaction of the relevant
performance obligation if one of the following criteria is
met:

o the customer simultaneously receives and
consumes the benefits provided by the Group's
performance as the Group performs;

o the Group's performance creates and enhances
an asset that the customer controls as the Group
performs; or
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

For the year ended 31 December 2018 #HZE_=Z

4.

B 7% ¥R M A

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue from contracts with customers (upon
application of HKFRS 15 in accordance with
transitions in Note 3) (Continued)

o the Group’s performance does not create an asset
with an alternative use to the Group and the
Group has an enforceable right to payment for
performance completed to date.

Otherwise, revenue is recognised at a point in time when
the customer obtains control of the distinct good or
service.

A contract asset represents the Group’s right to
consideration in exchange for goods or services that
the Group has transferred to a customer that is not
yet unconditional. It is assessed for impairment in
accordance with HKFRS 9.
represents the Group’s unconditional right to
consideration, i.e. only the passage of time is required
before payment of that consideration is due.

In contrast, a receivable

A contract liability represents the Group’s obligation
to transfer goods or services to a customer for which
the Group has received consideration (or an amount of
consideration is due) from the customer.

A contract asset and a contract liability relating to a
contract are accounted for and presented on a net basis.

Revenue recognition (prior to 1 January 2018)

Revenue is measured at the fair value of the
consideration received or receivable. Revenue is reduced
for estimated customer returns, rebates and other similar
allowances.

Revenue is recognised when the amount of revenue can
be reliably measured; when it is probable that future
economic benefits will flow to the Group and when
specific criteria have been met for each of the Group's
activities, as described below.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES
(Continued)

Revenue recognition (prior to 1 January 2018)
(Continued)

Revenue from restaurant operation is recognised at a
point in time when the catering services is provided to
customers.

Dividend income from investments is recognised when
the rights to receive payment have been established.

Interest income is accrued on a time basis, by reference
to the principal outstanding and at the effective interest
rate applicable, which is the rate that exactly discounts
the estimated future cash receipts through the expected
life of the financial asset to that asset's net carrying
amount on initial recognition.

Leases

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

The Group as lessor

Rental income from operating leases is recognised in
profit or loss on a straight-line basis over the term of the
relevant lease.

The Group as leasee

Assets held under finance leases are recognised as assets
of the Group at their fair value at the inception of the
lease or, if lower, at the present value of the minimum
lease payments. The corresponding liability to the lessor
is included in the consolidated statement of financial
position as a finance lease obligation.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Leases (Continued)
The Group as leasee (Continued)

Lease payments are apportioned between finance
expenses and reduction of the lease obligation so as
to achieve a constant rate of interest on the remaining
balance of the liability. Finance expenses are recognised
immediately in profit or loss, unless they are directly
attributable to qualifying assets, in which case they are
capitalised in accordance with the Group's general policy
on borrowing costs (see the accounting policy below).
Contingent rentals are recognised as expenses in the
periods in which they are incurred.

Operating lease payments are recognised as an expense
on a straight-line basis over the lease term. Contingent
rentals arising under operating leases are recognised as
an expense in the period in which they are incurred.

In the event that lease incentives are received to enter
into operating leases, such incentives are recognised
as a liability. The aggregate benefit of incentives is
recognised as a reduction of rental expense on a
straight-line basis.

Foreign currencies

In preparing the financial statements of each individual
group entity, transactions in currencies other than the
functional currency of that entity (foreign currencies) are
recognised at the rates of exchanges prevailing on the
dates of the transactions. At the end of the reporting
period, monetary items denominated in foreign currencies
are retranslated at the rates prevailing at that date. Non-
monetary items carried at fair value that are denominated
in foreign currencies are retranslated at the rates
prevailing on the date when the fair value was determined.
Non-monetary items that are measured in terms of
historical cost in a foreign currency are not retranslated.

Exchange differences arising on the settlement of
monetary items, and on the retranslation of monetary
items, are recognised in profit or loss in the period in
which they arise.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Foreign currencies (Continued)

For the purposes of presenting the consolidated financial
statements, the assets and liabilities of the Group's
operations are translated into the presentation currency
of the Group (i.e. HK$) using exchange rates prevailing
at the end of each reporting period. Income and
expenses items are translated at the average exchange
rates for the period. Exchange differences arising, if
any, are recognised in other comprehensive income and
accumulated in equity under the heading of translation
reserve (attributed to non-controlling interests as
appropriate).

On the disposal of a foreign operation (i.e. a disposal
of the Group’s entire interest in a foreign operation,
or a disposal involving loss of control over a subsidiary
that includes a foreign operation, or a partial disposal
of an interest in a joint arrangement or an associate
that includes a foreign operation of which the retained
interest becomes a financial asset), all of the exchange
differences accumulated in equity in respect of that
operation attributable to the owners of the Company are
reclassified to profit or loss.

Goodwill and fair value adjustments on identifiable
assets acquired arising on an acquisition of a foreign
operation are treated as assets and liabilities of
that foreign operation and translated at the rate of
exchange prevailing at the end of each reporting period.
Exchange differences arising are recognised in other
comprehensive income.

Borrowing costs

All borrowing costs are recognised in profit or loss in the
period in which they are incurred.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

For the year ended 31 December 2018 #HZE_=Z

4.

B 7% ¥R M A

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Employee benefits
Retirement benefit costs and termination benefits

Payments to the Mandatory Provident Fund Scheme (the
"MPF Scheme"”) are recognised as an expense when
employees have rendered service entitling them to the
contributions.

The retirement benefit obligation recognised in the
consolidated statement of financial position represents
the actual deficit or surplus in the Group's defined
benefit plans. Any surplus resulting from this calculation
is limited to the present value of any economic benefits
available in the form of refunds from the plans or
reductions in future contributions to the plans.

A liability for a termination benefit is recognised at
the earlier of when the group entity can no longer
withdraw the offer of the termination benefit and when
it recognises any related restructuring costs.

Short-term and other long-term employee
benefits

Short-term employee benefits are recognised at the
undiscounted amount of the benefits expected to be
paid as and when employees rendered the services.
All short-term employee benefits are recognised as an
expense unless another HKFRS requires or permits the
inclusion of the benefit in the cost of an asset.

A liability is recognised for benefits accruing to
employees (such as wages and salaries, annual leave and
sick leave) after deducting any amount already paid.

Liabilities recognised in respect of other long-term
employee benefits are measured at the present value
of the estimated future cash outflows expected to be
made by the Group in respect of services provided by
employees up to the reporting date. Any changes in the
liabilities’ carrying amounts resulting from service cost,
interest and remeasurements are recognised in profit or
loss except to the extent that another HKFRS requires or
permits their inclusion in the cost of an asset.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Taxation

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

The tax currently payable is based on taxable profit for
the year. Taxable profit differs from “profit (loss) before
tax” because of income or expense that are taxable
or deductible in other years and items that are never
taxable or deductible. The Group's liability for current tax
is calculated using tax rates that have been enacted or
substantively enacted by the end of the reporting period.

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

Deferred tax liabilities are recognised for taxable
temporary differences associated with investments
in subsidiaries and associates, and interests in joint
ventures, except where the Group is able to control the
reversal of the temporary difference and it is probable
that the temporary difference will not reverse in the
foreseeable future. Deferred tax assets arising from
deductible temporary differences associated with such
investments and interests are only recognised to the
extent that it is probable that there will be sufficient
taxable profits against which to utilise the benefits of the
temporary differences and they are expected to reverse
in the foreseeable future.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #HZE_=Z
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B 7% ¥R M A

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Taxation (Continued)

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

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

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

Deferred tax assets and liabilities are offset when there
is a legally enforceable right to set off current tax assets
against current tax liabilities and when they relate to
income taxes levied by the same taxation authority and
the Group intends to settle its current tax assets and
liabilities on a net basis.

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

—NF+-A=1+—HIL=FE

Egé—'—ﬁ%(mﬁ)

ﬁIE(Il?E.;)

ERRIAEEZREERS REHREG
R RR T HEAEE R B2 R
i M BT U (3 2 B sk BB 0 & EE B FORK

BERERBEEERBEDRBERANBER
EREREEHRBERAIHERRE
HEARSCERKBEE LD AR IR
K(RBOE))FHE -

ERERERBLREEFERBRAKER
BEMEAERFAIARHY KRB ER
BEMRBEZREENAMEEZHE
BBR -

i 77 F£ & A 7J 38 I 01T 4 7 1 B BA 7% 1R
BEENMHEAERE ARFEL
MEEENMBEIER-HEHERK
ZHEHAR  MAKRBERRFEEE
BEHNHRBEEEIARE  AELER
HEERABAMEERE -

B R EEHR AN R iR - EEHH
REMEZHKREERRERRERER
ZEBMEBRZBERT  HRIET
MENRDHREM 2K m RS E R
REZER)FRN - MAXBE
NE G EMEENMSRELERIEA -
FRARBREESTARBAMNZEN
AR e

Annual Report 2018 =Z —/\FF#§

127



128

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Plant and equipment

Plant and equipment are stated in the consolidated
statement of financial position at cost less subsequent
accumulated depreciation and subsequent accumulated
impairment losses, if any.

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

Assets held under finance leases are depreciated over
their expected useful lives on the same basis as owned
assets. However, when there is no reasonable certainty
that ownership will be obtained by the end of the lease
term, assets are depreciated over the shorter of the lease
term and their useful lives.

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

Impairment on tangible assets

At the end of the reporting period, the Group reviews
the carrying amounts of its tangible assets to determine
whether there is any indication that these assets have
suffered an impairment loss. If any such indication exists,
the recoverable amount of the relevant asset is estimated
in order to determine the extent of the impairment loss,
if any.
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4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Impairment on tangible assets (Continued)

The recoverable amount of tangible assets are estimated
individually, when it is not possible to estimate the
recoverable amount of an asset individually, the Group
estimates the recoverable amount of the cash-generating
unit to which the asset belongs. When a reasonable and
consistent basis of allocation can be identified, corporate
assets are also allocated to individual cash-generating
units, or otherwise they are allocated to the smallest
group of cash-generating units for which a reasonable
and consistent allocation basis can be identified.

Recoverable amount is the higher of fair value less costs
of disposal and value in use. In assessing value in use,
the estimated future cash flows are discounted to their
present value using a pre-tax discount rate that reflects
current market assessments of the time value of money
and the risks specific to the asset (or a cash-generating
unit) for which the estimates of future cash flows have
not been adjusted.

If the recoverable amount of an asset (or a cash-
generating unit) is estimated to be less than its carrying
amount, the carrying amount of the asset (or a cash-
generating unit) is reduced to its recoverable amount.
In allocating the impairment loss, the impairment loss
is allocated first to reduce the carrying amount of any
goodwill (if applicable) and then to the other assets on
a pro-rata basis based on the carrying amount of each
asset in the unit. The carrying amount of an asset is not
reduced below the highest of its fair value less costs of
disposal (if measurable), its value in use (if determinable)
and zero. The amount of the impairment loss that would
otherwise have been allocated to the asset is allocated
pro rata to the other assets of the unit. An impairment
loss is recognised immediately in profit or loss.

Where an impairment loss subsequently reverses, the
carrying amount of the asset (or a cash-generating unit)
is increased to the revised estimate of its recoverable
amount, but so that the increased carrying amount does
not exceed the carrying amount that would have been
determined had no impairment loss been recognised
for the asset (or a cash-generating unit) in prior years. A
reversal of an impairment loss is recognised immediately
in profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Inventories

Inventories are stated at the lower of cost and net
realisable value. Costs of inventories are determined
on a first-in, first-out method. Net realisable value
represents the estimated selling price for inventories less
all estimated costs of completion and costs necessary to
make the sale.

Provisions

Provisions are recognised when the Group has a present
obligation (legal or constructive) as a result of a past
event, it is probable that the Group will be required to
settle that obligation, and a reliable estimate can be
made of the amount of the obligation.

The amount recognised as a provision is the best
estimate of the consideration required to settle
the present obligation at the end of the reporting
period, taking into account the risks and uncertainties
surrounding the obligation. When a provision is
measured using the cash flows estimated to settle the
present obligation, its carrying amount is the present
value of those cash flows (where the effect of the time
value of money is material).

Financial instruments

Financial assets and financial liabilities are recognised
when a group entity becomes a party to the contractual
provisions of the instrument. All regular way purchases or
sales of financial assets are recognised and derecognised
on a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the market place.

Chinese Food and Beverage Group Limited EARKREEER AR

FESEEEA)

K

s A R R 2 BEE A
B o FEBAREALEARE - U2
RRE R 2 b EEINR AR
ERRELZBHRERLEHBRAE
-

B

WARBERBEEHAMAEREEEOX
ERMEE) BARKEE AL A BRZ
BEENERETSRIEL AT SEMERE
AITER R -

BRSBBIFENRNBEHEE
REHBRAEMETHFTRENKER
st Y RBBEEETMSEORAR KR
BERZ - HBEERGITARERE
MEENREREE  MEKEER
ZEReRENBEMESREEY
EBEKN) -

T@MIA

TREERGHRABNEEERATA
BHBXFTNTRER SREEL
PMEEREER RS A MR &K ILE
R EMBARBLEREMIZRENE
BIMERRANETEERIN ZEREE

oo ==

BEHE-



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)

Financial assets and financial liabilities are initially
measured at fair value except for trade receivables
arising from contracts with customers which are initially
measured in accordance with HKFRS 15 since 1 January
2018. Transaction costs that are directly attributable to
the acquisition or issue of financial assets and financial
liabilities (other than financial assets or financial liabilities
at fair value through profit or loss ("FVTPL")) are added to
or deducted from the fair value of the financial assets or
financial liabilities, as appropriate, on initial recognition.
Transaction costs directly attributable to the acquisition
of financial assets or financial liabilities at FVTPL are
recognised immediately in profit or loss.

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

Interest/dividend income which are derived from the
Group's ordinary course of business are presented as
revenue.

Financial assets
Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with

transitions in Note 3)

Financial assets that meet the following conditions are
subsequently measured at amortised cost:

o the financial asset is held within a business model
whose objective is to collect contractual cash flows;
and

o the contractual terms give rise on specified dates

to cash flows that are solely payments of principal
and interest on the principal amount outstanding.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #HZE—

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in Note 3) (Continued)

Financial assets that meet the following conditions
are subsequently measured at fair value through other
comprehensive income ("FVTOCI"):

o the financial asset is held within a business model
whose objective is achieved by both collecting
contractual cash flows and selling; and

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

All other financial assets are subsequently measured
at FVTPL, except that at the date of initial application/
initial recognition of a financial asset the Group may
irrevocably elect to present subsequent changes in fair
value of an equity investment in other comprehensive
income ("OCI") if that equity investment is neither held
for trading nor contingent consideration recognised by
an acquirer in a business combination to which HKFRS 3
Business Combinations applies.

A financial asset is classified as held for trading if:

o it has been acquired principally for the purpose of
selling in the near term; or

o on initial recognition it is a part of a portfolio of
identified financial instruments that the Group
manages together and has a recent actual pattern
of short-term profit-taking; or

o it is a derivative that is not designated and effective
as a hedging instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in Note 3) (Continued)

In addition, the Group may irrevocably designate a
financial asset that are required to be measured at the
amortised cost or FVTOCI as measured at FVTPL if doing
so eliminates or significantly reduces an accounting
mismatch.

(i) Amortised cost and interest income

Interest income is recognised using the effective
interest method for financial assets measured
subsequently at amortised cost. Interest income is
calculated by applying the effective interest rate
to the gross carrying amount of a financial asset,
except for financial assets that have subsequently
become credit-impaired (see below). For financial
assets that have subsequently become credit-
impaired, interest income is recognised by applying
the effective interest rate to the amortised cost
of the financial asset from the next reporting
period. If the credit risk on the credit-impaired
financial instrument improves so that the financial
asset is no longer credit-impaired, interest income
is recognised by applying the effective interest
rate to the gross carrying amount of the financial
asset from the beginning of the reporting period
following the determination that the asset is no
longer credit impaired.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (upon application of HKFRS 9 in accordance with
transitions in Note 3) (Continued)

(i) Equity instruments designated as at FVTOCI

Investments in equity instruments at FVTOCI are
subsequently measured at fair value with gains and
losses arising from changes in fair value recognised
in OCI| and accumulated in the FVTOCI reserve;
and are not subject to impairment assessment. The
cumulative gain or loss will not be reclassified to
profit or loss on disposal of the equity investments,
and will be transferred to accumulated losses.

Dividends from these investments in equity
instruments are recognised in profit or loss when
the Group's right to receive the dividends is
established, unless the dividends clearly represent
a recovery of part of the cost of the investment.
Dividends are included in the “other income” line
item in profit or loss.

(i)  Financial assets at FVTPL

Financial assets that do not meet the criteria for
being measured at amortised cost or FVTOCI or
designated as FVTOCI are measured at FVTPL.

Financial assets at FVTPL are measured at fair value
at the end of each reporting period, with any fair
value gains or losses recognised in profit or loss.
The net gain or loss recognised in profit or loss
excludes any dividend or interest earned on the
financial asset and is included in the “other gains
and losses” line item.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3)

The Group recognises a loss allowance for ECL on
financial assets which are subject to impairment under
HKFRS 9 (including trade receivables, deposit and other
receivables and bank balances and cash). The amount of
ECL is updated at each reporting date to reflect changes
in credit risk since initial recognition.

Lifetime ECL represents the ECL that will result from all
possible default events over the expected life of the
relevant instrument. In contrast, 12m ECL represents the
portion of lifetime ECL that is expected to result from
default events that are possible within 12 months after
the reporting date. Assessment are done based on the
Group's historical credit loss experience, adjusted for
factors that are specific to the debtors, general economic
conditions and an assessment of both the current
conditions at the reporting date as well as the forecast
of future conditions.

The Group always recognises lifetime ECL for trade
receivables. The ECL on these assets are assessed
collectively using a provision matrix with appropriate

groupings.

For all other instruments, the Group measures the
loss allowance equal to 12m ECL, unless when there
has been a significant increase in credit risk since
initial recognition, the Group recognises lifetime ECL.
The assessment of whether lifetime ECL should be
recognised is based on significant increases in the
likelihood or risk of a default occurring since initial
recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(i) Significant increase in credit risk

In assessing whether the credit risk has increased
significantly since initial recognition, 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.
In making this assessment, the Group considers
both quantitative and qualitative information that
is reasonable and supportable, including historical
experience and forward-looking information that is
available without undue cost or effort.

In particular, the following information is taken into
account when assessing whether credit risk has
increased significantly:

o an actual or expected significant
deterioration in the financial instrument'’s
external (if available) or internal credit rating;

o significant deterioration in external market
indicators of credit risk, e.g. a significant
increase in the credit spread, the credit
default swap prices for the debtor;

o existing or forecast adverse changes in
business, financial or economic conditions
that are expected to cause a significant
decrease in the debtor’s ability to meet its
debt obligations;

o an actual or expected significant

deterioration in the operating results of the
debtor; and
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(i) Significant increase in credit risk (Continued)

o an actual or expected significant adverse
change in the regulatory, economic, or
technological environment of the debtor
that results in a significant decrease in the
debtor’s ability to meet its debt obligations.

Irrespective of the outcome of the above
assessment, the Group presumes that the credit
risk has increased significantly since initial
recognition when contractual payments are more
than 30 days past due, unless the Group has
reasonable and supportable information that
demonstrates otherwise.

Despite the aforegoing, the Group assumes that
the credit risk on a debt instrument has not
increased significantly since initial recognition if the
debt instrument is determined to have low credit
risk at the reporting date. A debt instrument is
determined to have low credit risk if i) it has a low
risk of default, ii) the borrower has a strong capacity
to meet its contractual cash flow obligations in the
near term and iii) adverse changes in economic and
business conditions in the longer term may, but will
not necessarily, reduce the ability of the borrower
to fulfil its contractual cash flow obligations. The
Group considers a debt instrument to have low
credit risk when it has an internal or external
credit rating of “investment grade” as per globally
understood definitions.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(i) Significant increase in credit risk (Continued)

For financial guarantee contracts, the date that
the Group becomes a party to the irrevocable
commitment is considered to be the date of initial
recognition for the purposes of assessing the
financial instrument for impairment. In assessing
whether there has been a significant increase in
the credit risk since initial recognition of financial
guarantee contracts, the Group considers the
changes in the risk that the specified debtor will
default on the contract.

The Group regularly monitors the effectiveness
of the criteria used to identify whether there has
been a significant increase in credit risk and revises
them as appropriate to ensure that the criteria are
capable of identifying significant increase in credit
risk before the amount becomes past due.

(i)  Definition of default

For internal credit risk management, the Group
considers an event of default occurs when
information developed internally or obtained from
external sources indicates that the debtor is unlikely
to pay its creditors, including the Group, in full
(without taking into account any collaterals held by
the Group).

Irrespective of the above, the Group considers
that default has occurred when a financial asset
is more than 90 days past due unless the Group
has reasonable and supportable information to
demonstrate that a more lagging default criterion
is more appropriate.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(i) Credit-impaired financial assets

A financial asset is credit-impaired when one or
more events of default that have a detrimental
impact on the estimated future cash flows of
that financial asset have occurred. Evidence
that a financial asset is credit-impaired includes
observable data about the following events:

(@)  significant financial difficulty of the issuer or
the borrower;

(b)  a breach of contract, such as a default or past
due event;

(c)  the lender(s) of the borrower, for economic or
contractual reasons relating to the borrower's
financial difficulty, having granted to the
borrower a concession(s) that the lender(s)
would not otherwise consider;

(d) it is becoming probable that the borrower
will enter bankruptcy or other financial
reorganisation; or

(e) the disappearance of an active market for
that financial asset because of financial
difficulties.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(iv)  Write-off policy

The Group writes off a financial asset when there
is information indicating that the counterparty is in
severe financial difficulty and there is no realistic
prospect of recovery, for example, when the
counterparty has been placed under liquidation or
has entered into bankruptcy proceedings, or in the
case of trade receivables, when the amounts are
over two years past due, whichever occurs sooner.
Financial assets written off may still be subject to
enforcement activities under the Group's recovery
procedures, taking into account legal advice where
appropriate. A write-off constitutes a derecognition
event. Any subsequent recoveries are recognised
in profit or loss.

(v} Measurement and recognition of ECL

The measurement of ECL is a function of the
probability of default, loss given default (i.e. the
magnitude of the loss if there is a default) and
the exposure at default. The assessment of the
probability of default and loss given default is
based on historical data adjusted by forward-
looking information. Estimation of ECL reflects an
unbiased and probability-weighted amount that
is determined with the respective risks of default
occurring as the weights.

Generally, the ECL is the difference between all
contractual cash flows that are due to the Group
in accordance with the contract and the cash flows
that the Group expects to receive, discounted at
the effective interest rate determined at initial
recognition.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(v}  Measurement and recognition of ECL (Continued)

For a financial guarantee contract, the Group is
required to make payments only in the event of a
default by the debtor in accordance with the terms
of the instrument that is guaranteed. Accordingly,
the expected losses is the present value of the
expected payments to reimburse the holder for
a credit loss that it incurs less any amounts that
the Group expects to receive from the holder, the
debtor or any other party.

For ECL on financial guarantee contracts for which
the effective interest rate cannot be determined,
the Group will apply a discount rate that reflects
the current market assessment of the time value of
money and the risks that are specific to the cash
flows but only if, and to the extent that, the risks
are taken into account by adjusting the discount
rate instead of adjusting the cash shortfalls being
discounted.

Where ECL is measured on a collective basis or
cater for cases where evidence at the individual
instrument level may not yet be available, the
financial instruments are grouped on the following
basis:

° Nature of financial instruments (i.e. the
Group's trade receivables);

° Past-due status;
° Nature, size and industry of debtors; or
o External credit ratings where available.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (upon application HKFRS 9
with transitions in accordance with Note 3) (Continued)

(v}  Measurement and recognition of ECL (Continued)

The grouping is regularly reviewed by management
to ensure the constituents of each group continue
to share similar credit risk characteristics.

Interest income is calculated based on the gross
carrying amount of the financial asset unless the
financial asset is credit impaired, in which case
interest income is calculated based on amortised
cost of the financial asset.

For financial guarantee contracts, the loss
allowances are recognised at the higher of the
amount of the loss allowance determined in
accordance with HKFRS 9; and the amount initially
recognised less, where appropriate, cumulative
amount of income recognised over the guarantee
period.

Except for financial guarantee contracts, the Group
recognises an impairment gain or loss in profit
or loss for all financial instruments by adjusting
their carrying amount, with the exception of trade
receivables where the corresponding adjustment is
recognised through a loss allowance account.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018)

Financial assets are classified into the following specified
categories: financial assets at FVTPL, available-for-sale
("AFS") financial assets and loans and receivables. The
classification depends on the nature and purpose of
the financial assets and is determined at the time of
initial recognition. All regular way purchases or sales of
financial assets are recognised and derecognised on
a trade date basis. Regular way purchases or sales are
purchases or sales of financial assets that require delivery
of assets within the time frame established by regulation
or convention in the marketplace.

(i) Financial assets at FVTPL

Financial assets are classified as at FVTPL when
the financial asset is (i) held for trading or (ii)
it is designated as at FVTPL or (iii) contingent
consideration that may be received by an acquirer
as part of a business combination.

A financial asset is classified as held for trading if:

o it has been acquired principally for the
purpose of selling in the near term; or

o on initial recognition it is a part of a portfolio
of identified financial instruments that the
Group manages together and has a recent
actual pattern of short-term profit-taking; or

o it is a derivative that is not designated and
effective as a hedging instrument.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4. SIGNIFICANT ACCOUNTING POLICIES 4.
(Continued)

Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018) (Continued)

(i) Financial assets at FVTPL (Continued)

A financial asset other than a financial asset held
for trading (or contingent consideration that may
be received by an acquirer as part of a business
combination) may be designated as at FVTPL upon
initial recognition if:

o such designation eliminates or significantly
reduces a measurement or recognition
inconsistency that would otherwise arise; or

o the financial asset forms part of a group
of financial assets or financial liabilities or
both, which is managed and its performance
is evaluated on a fair value basis, in
accordance with the Group’s documented
risk management or investment strategy, and
information about the grouping is provided
internally on that basis; or

o it forms part of a contract containing one or
more embedded derivatives, and HKAS 39
permits the entire combined contract (asset
or liability) to be designated as at FVTPL.

Financial assets at FVTPL are stated at fair value,
with any gains or losses arising on remeasurement
recognised in profit or loss. The net gain or loss
recognised in profit or loss excludes any dividend
or interest earned on the financial assets and is
included in the “other gains and losses” line item.
Fair value is determined in the manner described in
Note 7(c) to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

For the year ended 31 December 2018 #HZE_=Z

4.

B 7% ¥R M A

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018) (Continued)

(i)  AFS financial assets

AFS financial assets are non-derivatives that are
either designated as available-for-sale or are not
classified as (a) loans and receivables, (b) held-
to-maturity investments or (c) financial assets at
FVTPL. The Group designated unlisted equity
investment as AFS financial assets on initial
recognition.

Equity and debt securities held by the Group that
are classified as AFS financial assets are measured
at fair value at the end of each reporting period
except for unquoted equity investments whose
fair value cannot be reliably measured. Changes
in the carrying amount of AFS debt instruments
relating to interest income calculated using the
effective interest method are recognised in profit
or loss. Dividends on AFS equity instruments are
recognised in profit or loss when the Group's right
to receive the dividends is established. Other
changes in the carrying amount of AFS financial
assets are recognised in other comprehensive
income and accumulated under the heading of
investments revaluation reserve.

AFS equity investments that do not have a quoted
market price in an active market and whose fair
value cannot be reliably measured are measured
at cost less any identified impairment losses at the
end of each reporting period.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Classification and subsequent measurement of financial
assets (before application of HKFRS 9 on 1 January
2018) (Continued)

(i)  Loans and receivables

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

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

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018)

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

For AFS equity investments, a significant or prolonged
decline in the fair value of the security below its cost is
considered to be objective evidence of impairment.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

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

o significant financial difficulty of the issuer or
counterparty; or

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

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

o disappearance of an active market for that financial
asset because of financial difficulties.

Objective evidence of impairment for a portfolio of
receivables could include the Group’s past experience
of collecting payments, an increase in the number of
delayed payments in the portfolio past the credit period
of 30-60 days, observable changes in national or local
economic conditions that correlate with default on
receivables.

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

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

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)
Financial assets (Continued)

Impairment of financial assets (before application of
HKFRS 9 on 1 January 2018) (Continued)

The carrying amount of the financial asset is reduced
by the impairment loss directly for all financial assets
with the exception of trade and other receivables and
deposits paid, where the carrying amount is reduced
through the use of an allowance account. Changes in the
carrying amount of the allowance account are recognised
in profit or loss. When a trade and other receivable or
deposits paid is considered uncollectible, it is written off
against the allowance account. Subsequent recoveries of
amounts previously written off are credited to profit or
loss.

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

For financial assets measured at amortised cost, if, in a
subsequent period, the amount of the impairment loss
decreases and the decrease can be related objectively to
an event occurring after the impairment was recognised,
the previously recognised impairment loss is reversed
through profit or loss to the extent that the carrying
amount of the investment at the date the impairment is
reversed does not exceed what the amortised cost would
have been had the impairment not been recognised.

In respect of AFS equity investments, impairment
losses previously recognised in profit or loss are not
reversed through profit or loss. Any increase in fair
value subsequent to an impairment loss is recognised
in other comprehensive income and accumulated under
the heading of investments revaluation reserve. In
respect of AFS debt investments, impairment losses
are subsequently reversed through profit or loss if
an increase in the fair value of the investment can
be objectively related to an event occurring after the
recognition of the impairment loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)

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

The Group derecognises a financial asset only when the
contractual rights to the cash flows from the asset expire,
or when it transfers the financial asset and substantially
all the risks and rewards of ownership of the asset to
another entity. If the Group neither transfers nor retains
substantially all the risks and rewards of ownership and
continues to control the transferred asset, the Group
recognises its retained interest in the asset and an
associated liability for amounts it may have to pay. If
the Group retains substantially all the risks and rewards
of ownership of a transferred financial asset, the Group
continues to recognise the financial asset and also
recognises a collateralised borrowing for the proceeds
received.

On derecognition of a financial asset measured at
amortised cost, the difference between the asset's
carrying amount and the sum of the consideration
received and receivable is recognised in profit or loss.

On derecognition of an investment in equity instrument
which the Group has elected on initial recognition to
measure at FVTOCI upon application of HKFRS 9, the
cumulative gain or loss previously accumulated in the
investment revaluation reserve is not reclassified to profit
or loss, but is transferred to accumulated losses.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #HZE—

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)

Financial instruments (Continued)
Financial liabilities and equity instruments
Classification as debt or equity

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

Equity instruments

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

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

Financial liabilities

All financial liabilities are subsequently measured at
amortised cost using the effective interest method or at
FVTPL.

Financial liabilities at FVTPL

Financial liabilities are classified as at FVTPL when the
financial liability is (i) contingent consideration of an
acquirer in a business combination to which HKFRS 3
applies, (i) held for trading or (iii) it is designated as at
FVTPL.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities at FVTPL (Continued)

A financial liability other than a financial liability held for
trading or contingent consideration of an acquirer in a
business combination may be designated as at FVTPL
upon initial recognition if:

o such designation eliminates or significantly reduces
a measurement or recognition inconsistency that
would otherwise arise; or

o the financial liability forms part of a group of
financial assets or financial liabilities or both, which
is managed and its performance is evaluated on
a fair value basis, in accordance with the Group's
documented risk management or investment
strategy, and information about the grouping is
provided internally on that basis; or

© it forms part of a contract containing one or
more embedded derivatives, and HKFRS 9/HKAS
39 permits the entire combined contract to be
designated as at FVTPL.

Upon application of HKFRS 9, for financial liabilities that
are designated as at FVTPL, the amount of change in the
fair value of the financial liability that is attributable to
changes in the credit risk of that liability is recognised
in other comprehensive income, unless the recognition
of the effects of changes in the liability’s credit risk in
other comprehensive income would create or enlarge
an accounting mismatch in profit or loss. For financial
liabilities that contain embedded derivatives, such as
convertible bonds, the changes in fair value of the
embedded derivatives are excluded in determining the
amount to be presented in other comprehensive income.
Changes in fair value attributable to a financial liability’s
credit risk that are recognised in other comprehensive
income are not subsequently reclassified to profit or loss;
instead, they are transferred to accumulated losses upon
derecognition of the financial liability.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Financial liabilities at FVTPL (Continued)

Prior to application of HKFRS 9 on 1 January 2018,
financial liabilities at FVTPL are stated at fair value,
with any gains or losses arising on changes in fair
value recognised in profit or loss. The net gain or loss
recognised in profit or loss excludes any interest paid on
the financial liabilities and is included in the “change in
fair value of the derivative financial liability” line item.

Financial liabilities at amortised cost

Financial liabilities including trade and other payables,
other borrowings and obligations under finance leases
are subsequently measured at amortised cost, using the
effective interest method.

Convertible bonds
Convertible bonds contain equity component

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

At the date of issue, the fair value of the liability
component (including any embedded non-equity
derivatives features) is estimated by measuring the fair
value of similar liability that does not have an associated
equity component.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Convertible bonds (Continued)

Convertible bonds contain equity component
(Continued)

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

Transaction costs that relate to the issue of the
convertible bonds are allocated to the liability and
equity components in proportion to the allocation of the
gross proceeds. Transaction costs relating to the equity
component are charged directly to equity. Transaction
costs relating to the liability component are included in
the carrying amount of the liability portion and amortised
over the period of the convertible bonds using the
effective interest method.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_—Z—/\F+_A=+—HILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Convertible bonds (Continued)

Convertible bonds contain debt and derivative
components

A conversion option that will be settled other than by the
exchange of a fixed amount of cash or another financial
asset for a fixed number of the Group’s own equity
instruments is a conversion option derivative.

At the date of issue, both the debt component and
derivative components are recognised at fair value.
In subsequent periods, the debt component of the
convertible bonds is carried at amortised cost using the
effective interest method. The derivative component
is measured at fair value with changes in fair value
recognised in profit or loss.

Transaction costs that relate to the issue of the
convertible bonds are allocated to the debt and
derivative components in proportion to their relative
fair values. Transaction costs relating to the derivative
components are charged to profit or loss immediately.
Transaction costs relating to the debt component are
included in the carrying amount of the debt portion and
amortised over the period of the convertible bonds using
the effective interest method.

Derivative financial instruments

Derivatives are initially recognised at fair value at the
date when derivative contracts are entered into and
are subsequently remeasured to their fair value at the
end of the reporting period. The resulting gain or loss
is recognised in profit or loss immediately unless the
derivative is designated and effective as a hedging
instrument, in which event the timing of the recognition
in profit or loss depends on the nature of the hedge
relationship.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

4.

SIGNIFICANT ACCOUNTING POLICIES 4.

(Continued)
Financial instruments (Continued)

Financial liabilities and equity instruments
(Continued)

Financial guarantee contracts

A financial guarantee contract is a contract that requires
the issuer to make specified payments to reimburse the
holder in accordance with the terms and conditions.
Financial guarantee contracts liabilities are measured
initially at their fair values. It is subsequently measured
at the higher of:

o the amount of the loss allowance determined in
accordance with HKFRS 9 (since 1 January 2018)/
HKAS 37 Provisions, Contingent Liabilities and
Contingent Assets (before application of HKFRS 9
on 1 January 2018); and

o the amount initially recognised less, where
appropriate, cumulative amortisation recognised
over the guarantee period.

Derecognition of financial liabilities

The Group derecognises financial liabilities when, and
only when, the Group's obligations are discharged,
cancelled or have expired. The difference between the
carrying amount of the financial liability derecognised
and the consideration paid and payable is recognised in
profit or loss.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

5.

CRITICAL ACCOUNTING JUDGEMENTS
AND KEY SOURCES OF ESTIMATION
UNCERTAINTY

In the application of the Group’s accounting policies,
which are described in Note 4, the Directors are required
to make judgements, estimates and assumptions about
the carrying amounts of assets and liabilities that are
not readily apparent from other sources. The estimates
and associated assumptions are based on historical
experience and other factors that are considered to be
relevant. Actual results may differ from these estimates.

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

Critical judgements in applying accounting
policies

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

Going concern and liquidity

As explained in Note 2 to the consolidated financial
statements, the financial position of the Group indicates
the existence of a material uncertainty which may cast
significant doubt on the Group's ability to continue
as a going concern. The assessment of the going
concern assumptions involves making judgement by
the management, at a particular point of time, about
the future outcome of events or conditions which are
inherently uncertain. The management considers that the
Group has ability to continue as a going concern and the
major conditions that may cast significant doubt about
the going concern assumptions are set out in Note 2 to
the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

5.

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

Critical judgements in applying accounting
policies (Continued)

Classification of Professional Guide Enterprise
Limited (the ”“Professional Guide”) and
its subsidiaries (collectively known as the
“Professional Guide Group”) as joint ventures

As explained in Note 25 to the consolidated financial
statements, according to the Shareholders’ Agreement
(as defined in Note 25 to the consolidated financial
statements), the Directors considered that the control
of relevant activities of Professional Guide Group was
jointly held by the board of Professional Guide and
the management committee of Professional Guide (the
"Management Committee”). Although the Company
is entitled to appoint three out of five directors for
the board of Professional Guide, the Company is not
entitled to nominate any members in the Management
Committee. Hence, given that the shareholding of
Professional Guide held by the Group is 50% and
according to the relevant facts and contractual terms
of the Shareholders’ Agreement and HKFRS 11 Joint
Arrangements, the Directors are of the opinion that
Professional Guide Group is a joint venture of the Group.

Classification of Leading Win Development
Limited (“Leading Win”) and Great Way Investing
Company Limited (“Great Way”) as joint ventures

The Group has 50% equity interests in both Leading
Win and Great Way since their establishment during
the year ended 31 December 2014. Leading Win and
Great Way are limited liability companies whose legal
form confers separation between the parties to the
joint arrangements and the companies themselves.
Furthermore, there are no contractual arrangements or
any other facts and circumstances that specify the parties
to the joint arrangements have rights to the assets and
obligations for the liabilities of the joint arrangements.
Accordingly, Leading Win and Great Way are classified
as joint ventures of the Group. Details of the interests in
Leading Win and Great Way has been stated in Note 25
to the consolidated financial statements.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

5.

CRITICAL ACCOUNTING JUDGEMENTS 5.

AND KEY SOURCES OF ESTIMATION
UNCERTAINTY (Continued)

Key sources of estimation uncertainty

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

Fair value measurement of financial instrument

The Group's unquoted equity instrument amounting
to approximately HK$39,801,000 as at 31 December
2018 (HK$Nil as at 31 December 2017) are measured
at fair values with fair values being determined based
on unobserved inputs using valuation techniques.
Judgement and estimation are required in establishing
the relevant valuation techniques and the relevant inputs
thereof. Changes in assumptions relating to these factors
could affect the reported fair values of the instrument.
See Notes 7(c) and 22 to the consolidated financial
statements.

Provision of ECL for trade receivables

The Group uses provision matrix to calculate ECL for
the trade receivables. The provision rates are based on
internal credit ratings as groupings of various debtors
that have similar loss patterns. The provision matrix is
based on the Group's historical default rates taking
into consideration forward-looking information that is
reasonable and supportable available without undue
costs or effort. At every reporting date, the historical
observed default rates are reassessed and changes in the
forward-looking information are considered. In addition,
trade receivables with significant balances and credit
impaired are assessed for ECL individually.

The provision of ECL is sensitive to changes in estimates.
The information about the ECL and the Group's trade
receivables are disclosed in Notes 7(b) and 28.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

5.

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

Key sources of estimation uncertainty
(Continued)

Net realisable value of inventories

Net realisable value of inventories is the estimated selling
price in the ordinary course of business less estimated
costs of completion and the estimated costs necessary to
make the sale. These estimates are based on the current
market condition and the historical experience of selling
products of similar nature. It could change significantly
as a result of changes in customer taste or competitor
actions. Management reassesses these estimates at each
reporting date. No inventories are stated at net realise
value as at 31 December 2018 and 31 December 2017.

CAPITAL RISK MANAGEMENT

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

The capital structure of the Group consists of net debts
(which include amount due to a director/joint ventures,
other borrowings, obligations under finance leases
and convertible bonds), net of bank balances and cash
and equity attributable to owners of the Company,
comprising issued share capital and reserves. Details of
which are disclosed in respective notes.

The Directors review the capital structure on a regular
basis. As part of this review, the Directors consider the
cost of capital and the risks associated with each class of
capital. Based on the recommendations of the Directors,
the Group will balance its overall capital structure
through new share issues as well as issue of new debt or
redemption of the existing debts.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

6.

Chinese Food and Beverage Group Limited

CAPITAL
(Continued)

RISK MANAGEMENT 6.

The Group monitors capital using a gearing ratio,
calculated as net debt divided by total equity
attributable to owners of the Company. Net debt is

calculated as amount due to a director/joint ventures,

other borrowings, obligations under finance leases,
convertible bonds less bank balances and cash. The

gearing ratios at the end of the reporting periods were

as follows:

EXEkEER)

AEBENERABHREEEAN

&t

EAEHFEBUADREE A BER
i ERFERENES A4 %
ROE - HfpfEE  MEAREAE TR

BEFRBRITERMBESHE -

HRZEERBHLERMT:

2018 2017

—E-N\E —E—+tF

HK$'000 HK$'000

FET FAT

Amount due to a director (Note 31) P&~ 2 = 30 (i 7£31) 608 -
Amounts due to joint ventures ERE & ERE

(Note 31) (M 7E31) 7,353 98,511
Other borrowings (Note 32) H & & (Mt 5£32) 2,095 70,000
Obligations under finance leases B & M S A (P 5E33)

(Note 33) 285 870
Convertible bonds (Note 34) A] 2 % & % (M 5E34) = 91,789
Less: Bank balances and cash BT ESR KRS (1,294) (2,870)
Net debt BHHEE 9,047 258,300
Total equity attributable to the RRTEB AEN

owners of the Company 1B FE 2R 22,478 (17,204)
Gearing ratio BERMELE
(net debt to total equity attributable  (ET%/FERAARRQ G

to owners of the Company) BARLEER 40% (1,501%)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRERME

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

7.

FINANCIAL INSTRUMENTS 7. &®mIA
(a) Categories of financial instruments @) @I EEH
2018 2017
—E-N\F —T—+F
HK$'000 HK$'000
FTERT FHBT

Financial assets
FVTPL:
Mandatory measured at FVTPL
- Contingent consideration
receivable
Equity instrument at FVTOCI

Loan and receivables (including cash
and cash equivalents):
- Trade receivables
- Deposits and other receivables
- Amounts due from joint ventures
- Bank balances and cash

Financial liabilities
At amortised cost:
- Trade payables
— Other payables and accruals

- Amount due to a director

- Amounts due to joint ventures
— Other borrowings

- Obligations under finance leases
- Convertible bonds

THEE

BRRAFERERTIR:
BHEAFERNRRI R
- BB HAKE

BROFEREM
2HRETIKZ
BARED TA

ERREAERE(BRE
RAekBReFE):
- BHREWHIR
- Re R EMRER
- WA EDENR
-RITEHRRRE

TRAs
RBHAA -
- BHRNHEA
- B A SR R
fEst & A
-EN—REEHA
-ENAERENR
- EMEE
-BREREAE
- AR E S

4,804
23,113
26,678

2,870

57,465

57,465

3,924

24,086
98,511
70,000

870
91,789

289,180
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7. FINANCIAL INSTRUMENTS (Continued)

(b)

Chinese Food and Beverage Group Limited

7. TR IAE)

Financial risk management objectives and b) BBEEREEEERBE
policies
The Group's major financial instruments include AEBZFZSRTABREER
contingent consideration receivable, equity LARE - BAFERERT K
investment at FVTOCI, trade and other receivables, ZRARE - BH N H M E KK
deposits paid, amounts due from (to) joint ventures, B Efftke BRI aERE
bank balances and cash, trade and other payables, HIE - RITEKRERE BEHR
amount due to a director, other borrowings, HihfERNRIE BN —BEENR
obligations under finances leases and convertible B EMEE - BEHEAEKA
bonds. Details of the financial instruments are BRESF - eRMIAZHBRS
disclosed in respective notes. The risks associated BZMEhER - FEZEeR
with these financial instruments include market TEZ REeET SRR (SN
risk (currency risk and interest rate risk), credit risk BEFERRERR)  EERRBRERD
and liquidity risk. The policies on how to mitigate B R o BIEZERRZ BR
these risks are set out below. The management FENTX - EREEERERZ
manages and monitors these exposures to ensure ERk NEREEEREAX
appropriate measures are implemented on a timely BT EE M
and effective manner.
Market risk 5 & B
(i) Currency risk (i) SRR
The carrying amounts of the Group's foreign REBER®E BB INE R
currency denominated monetary assets at EENAE®EEE - BIA
the reporting date, that are denominated HEASEE B KA
in currencies other than the functional MEEGHE BREEXTEUE
currency of the relevant group entities were T(IETDEHE -
mainly denominated in United States dollars
("Usb”).
Assets Liabilities
BE =R
2018 2017 2018 2017
ZE-N\F —T—+F ZEBE-NF —ZT—tF
HK$'000 HK$'000 HK$'000 HK$'000
FHET FTET TET THET
usb ES 4 4 - 91,789
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

B 7% ¥R M A

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

7. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)
(i) Currency risk (Continued)

Other than the above, the Group did not have
significant exposure to risk resulting from
changes in foreign currency exchange rates.
The Group currently does not have any policy
to hedge its exposure to currency risk.

No sensitivity analysis was prepared for
USD because HK$ is pegged to USD.
The fluctuation and impact is considered
immaterial.

(i) Interest rate risk

The Group is exposed to fair value interest
rate risk in relation to fixed-rate other
borrowings, obligations under finance lease
and convertible bonds (see Notes 32, 33 and
34 to the consolidated financial statements
for details).

The Group is also exposed to cash flow
interest rate risk in relation to variable-
rate bank balances and variable-rate other
borrowings (see Notes 29 and 32 to the
consolidated financial statements for details).
The Group cash flow interest rate risk is
mainly concentrated on the fluctuation
of interest rates on bank balances and
HIBOR arising from the Group’s Hong
Kong dollar denominated borrowings. The
Group manages its interest rate exposures
by assessing the potential impact arising
from any interest rate movements based
on interest rate level and outlook. The
management will review the proportion of
borrowings in fixed and floating rates and
ensure they are within reasonable range.

7. TRIR(E)
b) HERBEEEERBX

(%)

4 & B (4)
(i)  ShEmE R ()

(ii)

BR DA L ATt 5 - AN 52 B3 4
B 51 B K ) B B i 22 R R
EXRER - NEBE BRI E
ERBRRE I ERE

R B I AR B3R T R
REDN  ARBTERET
B o MBS RFENETE
x o

T £ 7 B2

AREBEEASTRFE S HEME
B @EMRSERERITHRR
EHABOQFENXER
(ABBARAVBHREW
F£32 ~ 33K%34) °

REBIASEZERITE
HREEEHMEEBBAAIR
ERENE(GFEREREEE
ERERMTEE20832) - KEE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7.

Chinese Food and Beverage Group Limited

FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Market risk (Continued)

(ii)

Interest rate risk (Continued)

Interest expense on financial liabilities not
measured at FVTPL:

7.

SR IA(E)

b) BHEEABREEEERBKRE
(%)
i 45 /8 B (48 )
(i) R EmEE (&)

WIREAFERBRIEZ
TRAENMERAX:

2018 2017
—E—N\&E —E—+tF
HK$'000 HK$'000
TE T T&T
Financial liabilities at BT ER 2
amortised cost cEAas 12,964 16,187
Sensitivity analysis BRRE DT

The sensitivity analyses below have been
determined based on the exposure to interest
rates at the end of the reporting period. The
analysis is prepared assuming the financial
instruments outstanding at the end of the
reporting period were outstanding for the
whole year. A 50 basis point (2017: 50 basis
points) increase or decrease in variable-rate
other borrowings is used when reporting
interest rate risk internally to key management
personnel and represents management's
assessment of the reasonably possible
change in interest rates. Bank balances are
excluded from sensitivity analysis as the
Directors consider that the exposure of cash
flow interest rate risk arising from variable-
rate bank balances is insignificant.

If interest rates had been 50 basis points
(2017: 50 basis points) higher/lower and
all other variables were held constant, the
Group's post-tax profit for the year ended
31 December 2018 would decrease/increase
by approximately HK$Nil (2017: post-tax loss
increase/decrease HK$200,000).

EARREEERAR

TXHEREDHERBER TR
HHIR AR R B R M E T -
BEZDOWMIIBRRRBEH
AORHARITESRTARE
FRARITE - FEEME
& E7hak T 5018 & B (=
T+ F 50EEER) XA
MEBEEEABRSE MK
REREER  TAEEEY

GES TINES: BTN
EERA TLBTEBE

& 2R e E T R R R I
BER - Y EBRITERE
ABBESNA -

R F R _EF+ /N B 5018 & 2

—F — + F :501@ H B)
MATAE S EFITE
A AEBREBEE-_Z—\F
+-A=+—HAItFEEZKB
i1 m Mg Emu=
BT ZE—tEF - BRBE
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #HZE_=Z

7. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment

At 31 December 2018, other than those financial
assets whose carrying amounts best represent
the maximum exposure to credit risk, the Group's
credit risk is primarily attributable to trade and
other receivables and bank balances. The carrying
amounts of financial assets at amortised cost stated
in Note 7(a) represented the Group's maximum
exposure to credit risk in relation to financial
assets which will cause a financial loss to the
Group due to failure to discharge an obligation by
the counterparties. The Group does not hold any
collateral or other credit enhancements to cover its
credit risk associated with its financial assets.

The credit risks on bank balances are limited
because the counterparties are banks with high
credit ratings assigned by international credit-
rating agencies.

At 31 December 2018, the Group has concentration
of credit risk on trade receivables from the
five largest debtors amounts to approximately
HK$1,063,000 (2017: HK$3,685,000), representing
approximately 73% (2017: 72%) of the total trade
receivables.

The Group’s concentration of credit risk by
geographical location is in Hong Kong as all trade
receivables from catering business are arisen in
Hong Kong for both years.

—NF+-A=1+—HIL=FE

7. TR IAE)

(b)

Bt %% = B2
(%)

1= B /7 B K 6 (8 77 14

EEERREE

R-F-N\F+-_A=+t—H K
FHERERAERESEERR m
TREEI  AKENEER

TZRANES K H MR R

FARTTHESR » M 5E7(a FﬁﬁlJ?ﬁﬁM‘ﬁ’
ARz eMEERBEEAR
SEMESREEMEENRSE
ERk WXZHFREETE
T REEERHASBEERS
BMEE ANEEYWESAETME
o 2 H 15 B8 08 4 i AR R
HEMemEENEERR

RITHERNEER AEBE TR
ROUFREBREEFRKEE

BT REEMRIRT -

NR—ZE—-—NE+=-_A=+—H =&
SEREARNEBHAZE S EWK
H 2 £ 9 {5 B R % A1,063,000
B (= F — £ 4 : 3,685,000/
T0) 5B S E W G IE B EE X)73%
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7. FINANCIAL INSTRUMENTS (Continued)

(b)

Chinese Food and Beverage Group Limited

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

In order to minimise the credit risk, the
management of the Group has delegated a team
responsible for determination of credit limits
and credit approvals. Before accepting any new
customer, the Company based on the respective
financial background to assess the potential
customer’s credit quality and defines credit limits
by customer. Credit limits granted to customers are
reviewed periodically. Other monitoring procedures
are in place to ensure that follow-up action is taken
to recover overdue debts. In addition, the Group
performs impairment assessment under ECL model
upon application of HKFRS 9 (2017: incurred loss
model) on trade balances individually or based
on provision matrix. In this regard, the Directors
consider that the Group's credit risk is significantly
reduced.

The Group reassesses lifetime ECL for trade
receivables to ensure that adequate impairment
loss are made for significant increase in the
likelihood or risk of a default occurring. The ECL
on trade receivables are assessed individually
for debtors with known financial difficulties or
significant doubt on collection of trade receivables
remaining trade
receivables using a provision matrix appropriate

and/or collectively on the

groupings. As part of the Group's credit risk
management, the Group use debtors’ aging to
assess with the impairment for its customers
because these customers consists of a large
number of customers which share common risk
characteristics that are representative of the
customers’ abilities to pay all amounts due in
accordance with the contractual terms. The loss
rates are estimated on historical observed default
rates over the expected life of the debtors and
are adjusted forward-looking information that
is available without undue cost or effort. The
grouping is regularly reviewed by management to
ensure relevant information about specific debtors
is updated.

EARREEERAR
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(b)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

7. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Credit risk and impairment assessment
(Continued)

For all other instruments including other
receivables, the Group measures the loss allowance
equal to 12-month ECL, unless when there has
been a significant increase in credit risk since initial
recognition, the Group recognises lifetime ECL.
The assessment of whether lifetime ECL should
be recognised based on significant increases in
the likelihood or risk of a default occurring since
initial recognition. The Group have assessed
and concluded that the risk of default rate for
the other instruments are steady based on the
Group assessment of the financial health of the
counterparties.

The Group's internal credit risk grading assessment
comprises the following categories:

Internal credit

S7. M I A (&)

(b)

BERBREEREERBXE
(%)

1= B g K 6l B &7 15 (4R

HEREMRERERBEANRTE
Hith TH - AEBE 2008 8B
BERREARBEEEE K
FEEREREEERRCDBE
g2 AEEER=HBHEE
BE-FhEEOREEREHEY
EEEBRNREE B RERESR
AEANAIELESIAREEEE
BIMWME - REASEEIZH
F MR R AL - AR E S

WHE HTENROXER

BRE -

AEBRIEERBRFRFGEE

BTHEA :

Other financial

rating Description Trade receivables assets

A EE R 1 3t B 5 E W R HitteMEE

Low risk The counterparty has a low risk of Lifetime ECL - not 12-month ECL
default and does not have any credit-impaired
past-due amounts o )

1K 2 b RZEFRENRABBRELLEMEMA 2HEHREEER REAEREEER
B H F0R - TEEERE

Watch list Debtor frequently repays after due Lifetime ECL — not 12-month ECL

dates but usually settle after due

date
BEBABERIBAERER B8

ERINEERES

There have been significant
increases in credit risk since initial
recognition through information
developed internally or external
resources

WEB R ERFEBINDERERNE
T BERERE  HBEE
EER N

There is evidence indicating the
asset is credit-impaired

ERRERPZEEXRLEERE

BEREE

Doubtful

A]&E

Loss

& 18

Write-off There is evidence indicating that
the debtor is in severe financial
difficulty and the Group has no
realistic prospect of recovery

EPRRBEBABARETBR
BEMASEWEFIENFEWRL

i 3

credit-impaired

2HEHRERER
- WEEERE

Lifetime ECL - not
credit-impaired

EHEBREEER
- TEEERE

Lifetime ECL
- credit-impaired
> HERACEEREE
- EERE

Amount is written off

B B R T A MU

REAEREREER

Lifetime ECL - not
credit-impaired

EHEBEEER
- EEEERE

Lifetime ECL
- credit-impaired
THEAGERBIE
- EERE

Amount is written off

B B R T A M
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7. FINANCIAL INSTRUMENTS (Continued)

(=) (e .
policies (Continue

Financial risk manadgement objectives and
)

Credit risk and impairment assessment

(Continued)

The table below details the credit risk exposures
of the Group's financial assets, which are subject

to ECL assessment.

7.

eETE(E)

(b) %ﬁgﬁ%ﬁt?ﬁ%“ﬁﬁ%&ﬁ%

1= B /7 & K 6l 1B &7 15 (4

TRAMAEEGREERER
HEEERFGMERNEER

B e

Chinese Food and Beverage Group Limited

External Internal
2018 credit rating credit rating 12-month or lifetime ECL Gross carrying amount
MHEE 2fER%2H
“E-N\fF T RBEENE FHEEES BREE
Note HK$'000  HK$'000
i TET TATL
Financial assets at amortised costs
RBERATIE CRER
Bank balances 29 AA+ N/A 12-month ECL 1,294
RITEH AA+ TR NEARHEEER
Other receivables 28 N/A (Note 1) 12-month ECL 3,099
EfERE TER CiE3)) NEARHEEER
N/A Loss Lifetime ECL - credit-impaired 21427 24,526
TER B cHEHEERE-CERE
Trade receivables 28 N/A (Note 2) Lifetime ECL (Provision matrix) 1,403
BHRYTE TER (M32) PHEREERR(AERR)
N/A Loss Lifetime ECL loss
- credit-impaired 63 1,466
TER BE PHERHEERERR-FE
R
Notes B 5
1) Other receivables was mainly related to refundable 1) HEMERRBEEZHES AT L
rental deposit paid to a listed company, the MARZIREBHERSERA -
Directors assessed the expected loss rate of other = E AT E H YR IE ) 78 2
receivables was immaterial. EEERE -
2) For trade receivables, the Group has applied the 2) HEFEWFKIE - NEE ER

simplified approach in HKFRS 9 to measure the
loss allowance at lifetime ECL. To measure the ECL,
trade receivables have been grouped based on
shared credit risk characteristics and the historical
observed default rates adjusted by forward looking
estimates. The Directors considered the ECL
allowance on trade receivables is not significant
based on internal credit rating on individual
assessment for the year ended 31 December 2018.

EARREEERAR

& B 15 RS 2ERI 5B 95k M A
{EFENFEEHEREEE
BREERE -AtEBEHE
BEEE BE5BKFKEERE
HRAGEERREBEESEBR
FTS i #)E (S ATIE G R A R)
N BEHE-"FT-N\F+=
A=+—BIFEMNERIFFHE
NBEETIR EEREES
B GBzEAHREEEEEE
TREK -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

7. FINANCIAL INSTRUMENTS (Continued) 7. E€WMIE(E)
(b) Financial risk management objectives and b) BEERBREEEERERE
policies (Continued) (%)

Credit risk and impairment assessment

1= B /7 B K 6l (8 57 14 ()

(Continued)

a) The following tables show reconciliation of a)  TRETHESEWKIER
loss allowances that has been recognised for REEHEEE 2 HR:
trade receivables:

Lifetime ECL
(credit-impaired)
AP EEEE
(EERE)
HK$'000

FHET

As at 31 December 2017 under
HKAS 39 and as at 1 January 2018
upon application of HKFRS 9

R-E—+tF+=-_A=+—H
RIEEBSFENEIRR
RZE—N\F—A—BEHR

BAMBHRESEARIR 337
Changes due to financial instruments M —HA—H#ER&H LA
recognised as at 1 January: BWEH:
- Impairment reversed - BE#ED (274)
As at 31 December 2018 R-ZZE-NF+=ZA=+—H 63
b) Changes in the loss allowance for trade by EBZERKREBEEEEGEZ
receivables are mainly due to: BOEZHL:
2018
—ZE2-N\E§

Decrease in lifetime
ECL (credit-impaired)
2HEHEEEE
(FERME) R
HK$'000

FAT

Disposal of a subsidiary

e — R B ARG 274
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7. FINANCIAL INSTRUMENTS (Continued) 7. €@ IAE)

—~ (b) Financial risk management objectives and b) BHEEABREEEERBKRE
"@/ policies (Continued) (%)
) — Credit risk and impairment assessment 5 E BB R b E 15 (4E)

(Continued)

a) The following tables show reconciliation of a) TRETHENZEE R EM
loss allowances that has been recognised for FEBRIBRARANEEREZ
deposit paid and other receivables: HR -

Lifetime ECL
(credit-impaired)
2HEBEERE
(FERE)
HK$'000

FHET

As at 31 December 2017 under HKAS RZE—tF+_A=+—

39 and as at 1 January 2018 upon HRBEE B ERE39
application of HKFRS 9 EERZE-NEFE—HA—
HERBEEMGHRELER
F95% 22,832
Changes due to financial instruments R—A—B#ERer TAS
recognised as at 1 January: B #e:
- Impairment losses reversed - REEEREE (1,405)
As at 31 December 2018 R-ZEBE-N\F+ZA=+—H 21,427
b)  Changes in the loss allowance for deposit and b) &&kHAMEKKIEEER
other receivables are mainly due to: B2 DHEERRN:
2018
—B-N\F

Decrease in lifetime
ECL (credit-impaired)
*HEHEEEE
(FERME) R
HK$'000

FAT

Repayment from the debtor BEBAERK 1,405

170 Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

7. FINANCIAL INSTRUMENTS (Continued)

(b)

Financial risk management objectives and
policies (Continued)

Liquidity risk

Ultimate responsibility for liquidity risk
management rests with the board of directors of
the Company (the “Board”), which has built an
appropriate liquidity risk management framework
for the management of the Group's short, medium
and long-term funding and liquidity management
requirements. The Group manages liquidity risk
by maintaining adequate reserves and borrowing
facilities, by continuously monitoring forecast and
actual cash flows and matching the maturity profiles
of financial assets and liabilities.

The Group is exposed to liquidity risk as the
Group had net current liabilities of approximately
HK$31,229,000 (2017: HK$93,529,000). The liquidity
of the Group primarily depends on the future
funding being available and the ability of the
Group to meet its financial obligations as they fall
due. Details of which are set out in Note 2 to the
consolidated financial statements.

The following table details the Group’s remaining
contractual maturity for its financial liabilities.
The table has been drawn up based on the
undiscounted cash flows of financial liabilities
based on the earliest date on which the Group can
be required to pay. The maturity dates for other
non-derivative financial liabilities are based on the

agreed repayment dates.

7. TR IAE)

(b)

BBERREEEEREE
(&)

B EEEE

ARREFG(EFEDERRY
ExRREEALHRKREAME A
ERVAERDESERERE
RURNEAEERRE  FREHE
ERRBECEERE - AKHE
BRERRAZHEBREERE -
FEERBARERBASRE
UhENEREENABZIH
B -UNEERDHESRER -

HRASEZRSEIRDBEBELD
31,229,000% (= & — +
93,529,000 JT) + # A & B #& %
nBELRR AEBEHNRBE
TETEFABAUBHARRKRE SRR
EERMEETEHEETTS
EEMEEN  c BEFBHNES
B RS R MY RE2 o

_FR

TERHAIWAKEEBEBEZIHT
EREHMBER - TRDEREHE
BZARBRAEREMBE - H
TIREASEAEFSNRZIZE
BHOMHE - ETESREBE Z3H
BRBREHEEREHMEE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7.

Chinese Food and Beverage Group Limited

FINANCIAL INSTRUMENTS (Continued)

(b)

7.

Financial risk management objectives and

policies (Continued)

Liquidity risk (Continued)

The table includes both interest and principal cash
flows. To the extent that interest flows are floating
rate, the undiscounted amount is derived from
interest rate at the end of the reporting period.

T ITHEGR)
b) MEEBEEERRBXE
(&)

MEE LG (E)

TRHINNERASHERE -
ENBRERFR  BREEH

RZMEMBHARURESHE -

Liquidity tables HEEEE
Weighted  On demand Total
average or less than undiscounted Carrying
interest rate Tyear  1-2years  2-5years  cash flow amounts
hE  REXH AERRE
FaH % -Fh -FERF WEEIF REAR REE
% HK$:000 HK$:000 HK$:000 HK$:000 HK$'000
% TER TER TER TER TER
2018 “E-N\EF
Trade and other payables BHREMERFTE - 35,951 - - 35,951 35,951
Other borrowings At E
- fixed rate -EE 10.00 2,202 = = 2,202 2,095
Obligations under finance HARERE
leases 1.45 238 51 = 289 285
38,391 51 = 38,442 38,331
2017 “F-tE
Trade and other payables E5REMERFE - 126,521 - - 126,521 126,521
Other borrowings At E
- interest free -%8 - 25,700 - - 25,700 25,700
- fixed rate -EE 10.00 4,440 - - 4,440 4,300
- variable rate -%8 4N 41,09 - - 41,09 40,000
Obligations under finance HAMEAE
leases 145 601 238 51 890 870
Convertible bonds TRREHR 1500 104,160 - - 104,160 91,769
302,518 238 5 302,807 289,180

The amounts included above for variable interest

rate instruments are subject to change if changes
in variable interest rates differ to those estimates
of interest rates determined at the end of the

reporting period.

EARREEERAR

EXHEFBFETABEY SF -
& F7 B FI % 8 B B R 1 5 1
AT E 2RI TR -
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

7. FINANCIAL INSTRUMENTS (Continued)

(c)

Fair value measurements of financial
instruments

This note provides information about how the
Group determines fair values of various financial
assets and financial liabilities.

Some of the Group's financial instruments are
reporting
purposes. The Board is responsible to determine
the appropriate valuation technique and inputs for
fair value measurement.

measured at fair value for financial

In estimating the fair value, the Group uses market-
observable data to the extent it is available.
Where Level 1 inputs are not available, the
Group engages third party qualified valuers to
perform the valuation. The Board works closely
with the qualified external valuers to establish the
appropriate valuation techniques and inputs to the
model.

7. TR IAE)

(c)

EMITAZAFEE

AMERHEABAEENTEE
SEAMAERSBABATE
B E R o

AEEBETESR T AN BE R
TRERATEFE - EFRA
AEEAENBESTEZRAFE
SFEBAZE -

REFAFER  AEEEARF
MEBARERAMSABREE -
I E|E—RBABE AKH
BERBE=TEERMGEMET
fBE -EFSRFERINBHEE
MEEZAE UHEAENMGE
TERER G ABIE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

(i)

7. FINANCIAL INSTRUMENTS (Continued) 7. SR IA(E)
(c) Fair value measurements of financial 0 EMIBEZAFETEE)
instruments (Continued)
Fair value of the Group’s financial (i) BEEEZELLNFEITE
assets and financial liabilities that are WEEFZHBEER M
measured at fair value on a recurring EELAFE
basis
Some of the Group's financial assets and rEENETEeREERS
financial liabilities are measured at fair value BMEBEDREREHREA
at the end of each reporting period. The FEEE - TRHIBBEN
following table gives information about MEFTZEcHEERSR
how the fair values of these financial assets BEATFENER (LERME
and financial liabilities are determined (in BHENRFTBA®E ASIE) -
particular, the valuation technique(s) and
inputs used).
Fair value as at
AYE
31 December 31 December Fair value
2018 2017 hierarchy Valuation technique(s) and Significant
RZB-NE RZZ—LF key inputs unobservable inputs
+ZB=t-HB TZA=T-FB ATESH H#EIEIRIZBAUE EXFAERBAEE
HK$'000 HK$'000
TR THx
Financial assets
SREE
Contingent consideration 6,228 - Level 3 Discounted cash flow method  Discount rate, long
receivable EE was used to capture term growth rate
YR ANE the present value of the (Note 1)
expected future economic  HEE - REHEE
benefits that will flow into (Kt3E1)
the Group arising from the
contingent consideration,
based on an appropriate
discount rate.
KRREREMRE IBE
REERE BERRIA
RERALEENEHAR
EENRORE
Equity instrument at FVTOCI 39,801 - Level 3 Asset approach Financial position of
BRATEREM2ERESIRZ E=H BE® the investee with

Chinese Food and Beverage Group Limited

BABGETA

adjusted fair value
of the properties
and lack of control
and marketability
discount (Note 2)

REHZHHRR
(BMEZEAER
TAE) ARG Z S
ERTSRALER
(M32)

EARREEERAR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

7. FINANCIAL INSTRUMENTS (Continued)

(¢) Fair value measurements of financial
instruments (Continued)

(i)

Fair value of the Group’s financial
assets and financial liabilities that are
measured at fair value on a recurring
basis (Continued)

There were no transfers between Level 1, 2
and 3 during the year.

Note 1: An increase in discount rate used in
isolation would result in a decrease in
fair value measurement of the contingent
consideration receivable, and vice versa.
As at 31 December 2018, a 5% increase/
decrease in discount rate and holding all
other variables constant would decrease/
increase the carrying amount of the
contingent consideration receivable by
approximately HK$20,000/HK$20,000,
respectively.

An increase in long term growth rate
used in isolation would result in a
decrease in fair value measurement of
the contingent consideration receivable,
and vice versa. As at 31 December
2018, a 5% increase/decrease in long
term growth rate and holding all other
variables constant would decrease/
increase the carrying amount of the
contingent consideration receivable by
approximately HK$107,000/HK$107,000,
respectively.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7. FINANCIAL INSTRUMENTS (Continued)

(¢) Fair value measurements of financial
instruments (Continued)

(i)

Fair value of the Group’s financial
assets and financial liabilities that are
measured at fair value on a recurring
basis (Continued)

Note 2:

Chinese Food and Beverage Group Limited

An increase in fair value of the properties
used in isolation would result in an
increase in fair value measurement of
the equity instrument at FVTOCI and
vice versa. As at 31 December 2018, a
5% increase/decrease in fair value of the
properties and holding all other variables
constant would increase/decrease
the carrying amount of the equity
instrument at FVTOCI by approximately
HK$6,229,000/HK$6,229,000,

respectively.

An increase in lack of control and
marketability discount used in isolation
would result in a decrease in fair value
measurement of the equity instrument
at FVTOCI and vice versa. As at
31 December 2018, a 5% increase/
decrease in and
marketability discount and holding
all other variables constant would
decrease/increase the carrying amount
of the equity instrument at FVTOCI by
approximately HK$82,000/HK$82,000,
respectively.

lack of control

EARREEERAR
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

7. FINANCIAL INSTRUMENTS (Continued) 7. €@ IAE)

(c) Fair value measurements of financial © TMIBEZAFEITEGE)
instruments (Continued)

(i)

Fair value of the Group’s financial (i) HEEZHEELLFHEITE
assets and financial liabilities that are HEEE2HMEERZH
measured at fair value on a recurring BEERFEE)
basis (Continued)
Fair value hierarchy: ~NTFEEFR:
Level 3
E=R
2018 2017
AN —E—+F
HK$'000 HK$'000
TET FHET
Financial assets: cREE:
Contingent consideration & W sk AR AB
receivable 6,228 -
Equity instrument at FVTOCI BAFEREMD 2R
TR 2 A= T A 39,801 -
46,029 -

Reconciliation of Level 3 fair value
measurements

EZRAFEHEY K

Contingent Equity
consideration instrument
receivable at FVTOCI Total
BAFE
REMEE
FE U W 3= 7 B8R =2
HFARNRE BRAERZITAE 4ot
HK$'000 HK$'000 HK$'000
TE T FET FE T
As at 1 January 2018 RZZE—NEF
—H—H
Opening balance HR ) 45 £ - - -
Addition #2250 7,393 85,160 92,553
Total losses 42518
— in profit or loss - RIE% (1,165) ) (1,165)
— in other comprehensive — R E At 2 H
income W 25 - (45,359) (45,359)
As at 31 December R-ZZE—N\F
2018 +=A=+—H 6,228 39,801 46,029

Annual Report 2018 =Z —/\FF#§

—

177



C

—

178

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

7. FINANCIAL INSTRUMENTS (Continued) 7. €WMIE(E)
(c) Fair value measurements of financial  &@MIAEZAFEFEE)
instruments (Continued)

(i)  Fair value of the Group’s financial (i) BAEZEEDNFEITE
assets and financial liabilities that are HEEE2HMEERZMH
measured at fair value on a recurring BEERFEE)
basis (Continued)

Reconciliation of Level 3 fair value E=ZRAFETEH K
measurements (Continued) (#&)
Of the total gains or losses for the year RE A FTATE 25 7 48 I %5 5k
included in profit or loss, HK$1,165,000 B 18+ 1,165,000/ 7T B 7
relates to change in fair value of contingent HEZZE-N\F+ZHA=+
consideration receivable at the end of the —BIEFERZ B AR
year ended 31 December 2018. BZATFEZEHER -
Included in other comprehensive income is an TAHRMEEKEARIER
amount of approximately HK$45,359,000 loss HRARBERRAFEES R
relating to unlisted equity securities classified REATFEREMEE R
as equity instrument at FVTOCI held at the PR AR T AL
end of the current reporting period and is TRAZSBBENEED
reported as changes of ‘fair value through other 45,359,000/ jT + IF A BR 1E
comprehensive income reserve'. M2 AT E R E A2 ER R
SRR EHBIEE -
8. REVENUE 8. WA
An analysis of the Group's revenue for the year from REERFRNREFBELCEEH WA
continuing operations is as follows: DT ¢
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
TERT FHET
Revenue from contracts with RKEEFPEHKA
customers
- Catering business - BERET 23,152 41,673
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
TERT FHET
At a point in time J 5 B T B 23,152 41,673
Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

8.

REVENUE (Continued)

For catering business, revenue from restaurant operation
is recognised at a point in time when the catering
services is provided to customers. In general, payment
of the transaction price is due immediately at the point
the catering services is provided to customers. However,
certain customers are granted credit period from 30 to
60 days.

OPERATING SEGMENTS

Information reported to the Board, being the chief
operating decision maker (“CODM"), for the purposes
of resource allocation and assessment of segment
performance focuses on types of goods or services
delivered or provided. No operating segments identified
by the CODM have been aggregated in arriving at the
reportable segments of the Group.

Specifically, the Group's reportable and operating
segments under HKFRS 8 are as follows:

operation of Chinese
restaurants in Hong Kong

Catering business -

Securities trading - trading of securities

An operating segment regarding the food manufacturing
business was discontinued during the year ended
31 December 2017. The segment
reported below does not include any amounts for

information

this discontinued operation, which are described in
more detail in Note 15 to the consolidated financial
statements.

8.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

9. OPERATING SEGMENTS (Continued) 9. REHIEB(E)
(a) Segment revenues and results @ IBUARESE

AEBRARERLLE D WEA R
KAEFBELEEBRAREEZ
DT

The following is an analysis of the Group's
revenue and results from continuing operations by
reportable and operating segment:

Continuing Operations

BRSERY
Catering business Securities trading Total
EREH E5EE At
2018 2017 2018 2017 2018 2017
ZE-N\f “Z—+F ZB-\f T+ ZE-\f —T—tF
HK$'000 HK$'000  HK$'000  HK$'000  HK$'000 HK$'000

TR THEL TER THT TER THL

180

Chinese Food and Beverage Group Limited

Segment revenue AHBA
- from external customers - RENBER

Segment result ik ES

Share of loss of associates gl A-UN|

Share of profit (loss) of joint A2t
ventures w (&)

Change in fair value of EYHAREZ
contingent consideration ATEEY
receivable

Impairment losses reversed on BE MR FIRER
other receivables ZREBE

Gain on disposal of plant and HEBRER
equipment BY-pA

Loss on written-off of plant and M E &
equipment B BE

Gain on disposal of a subsidiary ~ HE—HHE

DR ZWE

Gain on disposal of a joint HE-Ra%
venture rEZYWE

Dividend income REKA

Written-off of other receivables i # E o fE B

Exchange loss EXER

Finance costs BERA

Reimbursement of interest on BRATRRES
convertible bonds ME

Unallocated corporate income EAl NG ON

Unallocated corporate expenses KA B AFHL

Profit (loss) before tax from BEEZEBRBA
continuing operations w A (E8)

EARREEERAR

41,673

(618)

(1,941)

(6,176)

(75)
(175)
(16,187)

1,143
(13,822)

(24,797)



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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B 7% ¥R M A

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

9. OPERATING SEGMENTS (Continued)

(a)

Segment and results

(Continued)

revenues

The accounting policies of the operating segments
are the same as the Group's accounting policies
described in Note 4 to the consolidated financial
statements. Segment results represent the loss
from each segment without allocation of share
of loss of associates, share of profit (loss) of
joint ventures, change in fair value of contingent
consideration receivable, impairment loss reversed
on other receivables, gain on disposal of plant
and equipment, loss on written-off of plant and
equipment, gain on disposal of a subsidiary,
gain on disposal of a joint venture, dividend
income, written-off of other receivables, exchange
loss, finance costs,
on convertible bonds, certain other operating
income, central administration costs and directors’

reimbursement of interest

emoluments. This is the measure reported to the
CODM for the purposes of resources allocation and
performance assessment.

9. R&&E

(a)

7 & (%)

2 EBAREEE)

REDHZ G BHRELAKEE
FHBUR (8 47 A B 15 ok Y a4
— B NHEEESOMEIR
BRI ES B EGEEE RAEE
BiEEZEEREN(EHER) B
KAREBZAFEEZS  FLEM
UK ABEE Z RERE  hE
BB Kk sz Y e - MR &
REZER HE—FHMBARZ
e HE-RagE W -
BB - MESHE o YRR - [

REE BEKAN ENATEK
BEHNE ETHEMELWA - F

RITBRAREZHNE - th AR
TERERRAERNER - A
DEREBEREFHEREA -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

. 22y — —d
9. OPERATING SEGMENTS (Continued) 9. REHIEB(E)
(b) Segment assets and liabilities b) "HEEREE
The following is an analysis of the Group's REBRARERKLE D HEH
assets and liabilities by reportable and operating BERBEBEHNDNWOT
segment:
Continuing Operations
BEEEER
Catering business Securities trading Total
BHEH REEE @it
2018 2017 2018 2017 2018 2017
—“E-\f Z-T-t§ ZB-N\f ZT-t§ <-E-Nf CT—tf
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TEL TR TAL TiER TEL
ASSETS BE
Segment assets PHEE 9423
Unallocated corporate assets FARAREE
- Interests in joint ventures -RABDEER 71,220
- Equity instrument at FVTOCI -BRATEREMZERE
JEZRABRTE -
- Amounts due from joint ventures -ERAELENE 26,678
- Contingent consideration receivable - ERSARE -
- Others -Ef 26,152
133,473
Assets classified as held for sales PEBRELECEE 135,129
Consolidated assets RAEE 268,602
LIABILITIES &
Segment liabilities PHEE 9,049
Unallocated corporate liabilities RARRAEE
- Other borrowings -HEMEE 70,000
- Convertible bonds - NRRESR 91,789
- Amounts due to joint ventures -ERAEGERE 98,511
- Amount due to a director -ER-BEEHA -
- Others - 19,831
Consolidated liabilities GRERE 289,180
182 Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

9. OPERATING SEGMENTS (Continued)

(b) Segment assets and liabilities
(Continued)

For the purposes of monitoring segment
performances and allocating resources between
segments:

o all assets are allocated to operating segments
other than interests in joint ventures, equity
instrument at FVTOCI, amounts due from
joint ventures, contingent consideration
receivable, deposits paid, certain other
receivables, bank balances and cash, certain
plant and equipment, assets held for sales,
assets relating to discontinued operation;
and

o all liabilities are allocated to operating
segments other than other borrowings,
obligations under finance leases, convertible
bonds, amounts due to joint ventures,
amounts due to a director, certain
other payables and liabilities relating to
discontinued operation.

9. K& I(E)

(b) 7 HMEERKEE)

REESBRRESED BHEE
i

s MMABEEUIEERED
Mo EREELE IS
BAFEREMZE K S
SRRz B AEE T A - B
BELEFE  BURIAR
E Bffke ETHEMLE
Wi - RITEBRRES -
ETHENRZE BIELE
BRNEERI &

s FMAERBEHUIEERED
BoHEHELES REHESE
EE - ATBRRES  BMAE
BOEFR BN—RES
IR~ BT EAM RN KA R
HERIEREXTEARNE
EER N -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

9. OPERATING SEGMENTS (Continued) 9. R&EDE(E)
(c) Other segment information ) Htto BEHR

184

Continuing operations

Catering business Securities trading Unallocated Total
EHEH BEEE B @t
2018 2017 2018 2017 2018 2017 2018 2017
“E-\f -“Z-+%& ZEBE-\f —T-+EFE ZE-\f -T—+4& ZEBE-N\F _—T—+F
HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000  HK$'000 HK$'000

TR THAL TR TATL TR TATL TR THAL

Amount included in the measure ~ JIfEH B4 HEE

of segment results or segment ~ HABEE

assets: ZRE:
Additions to plant and equipment  FEBE k& B 7
Depreciation of plant and HEREENE

equipment 1450
Loss on disposal of held-for- HEREEEREZ

trading investments BB 5
Impairment losses recognised on  HE S EUHBEREZ

trade receivables ZAEBE 63
Amount regularly provided to the EHMTELE

CODM but not included in the ~ REAREBRS

measure of segment results or  fEHEABEET

segment assets: IREEZRE:
Share of loss of associates B REER 1941
Share of (profit) loss of ElEAELE

joint ventures (&F)E#E 6176
Change in fair value of contingent ~ EM AR E 2

consideration receivable ATEEY -
Impairment loss reversed on other &t E A Bl F B Rl

receivables ZAERE (673)
Gain on disposal of plant and LERER#EEL

equipment Liga (370)
Loss on written-off of plant and ~ MEHERZEZ

equipment E# -
Gain on disposal of a subsidiary ~ HE—HHERR 2

&= (12,011) (12,011)
Gain on disposal of a joint venture ~ HE—FIALRE Y
W& -

Dividend income R EHA -
Reimbursement of interest on BRATHRRES

convertible bonds M -
Written-off of other receivables  #i 85 E t FE W58 75
Exchange loss EXER 175
Finance costs REKK 16,187

Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

9. OPERATING SEGMENTS (Continued)

(d) Geographical information

For the years ended 31 December 2018 and
31 December 2017, all of the Group's revenue and
assets are derived from external customers and
operations based in Hong Kong and accordingly,
no further analysis of the Group's geographical
information is disclosed.

(e) Information about major customers
None of the customers contributing over 10% of

the total revenue of the Group for the years ended
31 December 2018 and 31 December 2017.

10. OTHER OPERATING INCOME

9. K& IW(E)
d) EEH

HE_ZT—N\F+-_A=+—H8K
—E—+F+-_A=+—BILF
E AEEZABERAREEDN
KEINFBEEPUARMRBEZE
E - EABTEREASEMESE
B E—F 9 -

e) FHAFXEEZFFZEH
HE-_Z—N\F+-_A=+—HK
—E—t+tF+_A=+—HLEF
E BMEZXFAAEERBKES
R10% A EFER ©

10. Hi & WA

2018 2017
—E2-N\F —T—tF
HK$'000 HK$'000
THET FET
Continuing operations BEREXRE
Rental income HalA 920 800
Reimbursement of interest on BRI ES N E
convertible bonds (Note) (B ) 9,000 -
Dividend received from equity RRBERRFEZR
instrument at FVTOCI relating to BB A FERE
investment held at the end of the fth 2 U 2= 51 R 2
reporting period fr ez T AR S 51,951 -
Others Hit 189 343
62,060 1143
Note: B 5

The balance represents the interest expense reimbursed by
Coqueen Company Limited (“Coqueen”) in relation to the
delay in the completion of the Disposal which resulted in the
additional interest charge in respect of the convertible bonds.

FERERARERRAR(EE)RTET
P & = TR BB AT R AR B 5 VBRI B X2
HmENZFERAX -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

11.

12.

Chinese Food and Beverage Group Limited

OTHER GAINS AND LOSSES

M. HtkhERER

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
THERT FET
Continuing operations BEREEK
Gain on disposal of plant and HE B KRR 2 W s
equipment = 370
Loss on written-off of plant and HE R B I SR 2 B 1B
equipment (73) -
Written-off of other receivables i 85 H 4t g W SR 1A - (75)
Loss on disposal of held-for-trading HERIEESTKREZ
investments & 8 - (54)
Gain on disposal of a subsidiary LE—HHRBATZ
(Note 37) Yo & (P 5E37) 1,620 12,011
Gain on disposal of a joint venture LE—ReEhEZ
(Note 25) Wz (B 3%25) 56,781 -
Exchange loss E 7 18 (247) (175)
Change in fair value of contingent JEW S AREZ
consideration receivable N EZH (1,165) -
56,916 12,077
FINANCE COSTS 12. MERA
2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
THERT FET
Continuing operations BEREEK
Interests on: AR
— Other borrowings -HMEE 1,661 1,899
— Obligations under finance leases - BhE M EAE 16 32
— Convertible bonds (Note 34) - AR E
(Y 3£34) 1,177 14,256
- Overdue payments - 8 Hi T 3R 110 -
12,964 16,187

EARREEERAR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

13.

14.

IMPAIRMENT LOSSES, NET OF REVERSAL 13. B{EE#E - KR HEE

2018 2017

—E-)N\F —E—+tF

HK$'000 HK$'000

FH& T FET
Continuing operations BEREXRE

Impairment losses reversed 5 R E D (R

(recognised) on: B R B B 18

— Trade receivables - B EWHIE - (63)

— Other receivables - H b e WK IA 1,405 673

1,405 610

Details of impairment assessment for the year ended
31 December 2018 are set in Note 7(b).

INCOME TAX EXPENSE

The Company is an exempted company incorporated in
the Cayman lIslands, as such it is not liable for taxation in
the Cayman Islands on its non-Cayman lIslands income.

On 21 March 2018, the Hong Kong Legislative Council
passed The Inland Revenue (Amendment) (No. 7) Bill
2017 (the “Bill") which introduces the two-tiered profits
tax rates regime. The Bill was signed into law on
28 March 2018 and was gazetted on the following day.
Under the two-tiered profits tax rates regime, the first
HK$2,000,000 of profits of the qualifying group entity
will be taxed at 8.25%, and profits above HK$2,000,000
will be taxed at 16.5%. The profits of group entities not
qualifying for the two-tiered profits tax rates regime will
continue to be taxed at a flat rate of 16.5%.

The Directors considered the amount involved upon
implementation of the two-tiered profits tax rates regime
as insignificant to the consolidated financial statements.
Hong Kong Profits Tax is calculated at 16.5% of the
estimated assessable profit for both years.

No provision for taxation in Hong Kong has been made
as certain group entities did not generate any assessable
profits arising in Hong Kong and assessable profits of
certain group entities were wholly absorbed by tax losses
brought forward for the years ended 31 December 2018
and 2017.

14.

BE-ZT-\E+-A=+-AIL%E
2 39 1 5 i 2 A B BT )

BB x

ARAR—RRFAERSEMKLZE
HeRm  BUHARFEERSNAIIZ
WABHNHEERSHE -

R-ZE—N\F=ZA=-1+—B BAEILELSE
BB —tERBUERN(ETH)Z
EE]) HS|AMBFBHREHE - &
EREN_Z-N\E=A=-+N\BEEK
EEEANZHTAEER - RIBERAF
BHEHNE  AEREBEEENE200
B8 08 A i 1R8.25% M B R F -
18 182008 75 7T HY i A1) B0 9 #8 1216.5% B
FREBFL o T A BEILWBF SR ES
ERRNEEERN G EEEIZR—
i R16.5% B Fi o

EZRA/ - NETNESHMRBIEY
ReBHEAEVBRERNFEIKN - &
7B M S T 4E W 8 F 2 2 fl 51 8 SR Bt
T #916.5% 5 & o

BMERESATBEELEEG BAETE
EEBYELEEBELTMEZRNEGF
FETEBEERNERT A EHER
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

14. INCOME TAX EXPENSE (Continued)

The income tax expense for the year can be reconciled
to the profit (loss) before tax from continuing operations
per the consolidated statement of profit or loss and other

14. FrE®ip = ()

FRAZAEHAXAREAEE REM
EHPERZREFELEET 2R
Al A (B 18) Bk AN T

comprehensive income as follows:

2018 2017

—E2-N\F —E—+tF

HK$'000 HK$'000

FET THBT

Profit (loss) before income tax B BT 18 B AT ) (B5 48 ) 85,043 (24,797)
Tax at the domestic income tax rate AL FTIS T F7 R 16.5%
of 16.5% (2017: 16.5%) (ZE—1F:16.5%)

AEZHIEA 14,032 (4,092)
Tax effect of share of loss of DB N A EIB 2

associates B e = 320

Tax effect of share of (gain) loss of AMEEE )

joint ventures EEZHBEE (34) 1,019
Tax effect of expenses not R ETATR AL

deductible for tax purpose WG E 3,112 3,291
Tax effect of income not taxable for £ 7 _F 78 S W A

tax purposes LB E (19,927) (2,222)
Tax effect of utilisation of tax losses  B)Fi 5 Al & 7 52 7 18 /&5

previously not recognised BB E - (140)
Tax effect of unused tax losses not  RE)FARERFIEEIE

recognised 2B E 2,817 1,824
Income tax expense for the year FRMESHEAX (BREF

(relating to continuing operations) BREER) - -

RBERR AEEERBAREES

At the end of the reporting period, the Group had
unused tax losses of approximately HK$313,726,000
(2017: HK$356,654,000) available for offset against future
profits which may be carried forward indefinitely. No
deferred tax asset has been recognised in respect of the
tax losses for the years ended 31 December 2018 and
31 December 2017 due to the unpredictability of future
profit streams.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

15. DISCONTINUED OPERATION 15. ERIEKREEK
Cessation of food manufacturing business RIEBmBBEEK
On 31 March 2017, the Directors resolved to cease RZZE—+F=A=1+—"H8 ==
the food manufacturing business in order to focus the BIERMBEEREL  UEFASEER
Group's resources in its remaining business. RBTER -
The loss for the year from the discontinued food REERIEIRMBEEBEIFABER
manufacturing business is set out below. TX#EF -
2017
—E L
HK$'000
TET
Loss of food manufacturing operation for RmBEEBFNER
the year 1,772
2017
—E
HK$'000
TET
Loss of food manufacturing operation for NTATEERmBEER
the year attributable to: FANEE -
Owners of the Company RABERA 1,315
Non-controlling interests FEFE AR 2 457
1,772

Ch
==

—
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

15. DISCONTINUED OPERATION (Continued) 15. BRI K& X (&)

Cessation of food manufacturing business RIEEmMBEERE(E)
(Continued)

) — The results of the food manufacturing business for EmAEEEEREE-_E—+F+=H
the year ended 31 December 2017, which have been —t+t—HUIEFEEEHENEABE R
included in the consolidated statement of profit or loss HurmEmWHZEDOT

and other comprehensive income were as follows:

2017
—tF
HK$'000
FAET
Other operating income Hfﬂzﬂ*’*uﬂz}\ 42
Other gains and losses E b W & & 1B (682)
Administrative and other operating TR EEMEERZ
expenses (1,124)
Finance costs Bl & B A (8)
Loss before tax B F% BT B 18 (1,772)
Income tax expenses FTig X -
Loss for the year FAEIE (1,772)
Loss for the year from discontinued operation includes KEERIEKEEB Z2FENEBBEREN
the following: T
2017
—tF
HK$'000
FET
Staff costs (including directors’ and chief ETKRA(BREEZTLITHRAHNE
executive's emoluments (Note 17)): (P 5%17)) -
— salaries, bonuses and allowances - JEALKRERL 414
- retirement benefit scheme - RREFE B FOFE
contributions, net 17
Loss before tax B 3% Al &S 18 431
Depreciation of plant and equipment WEREZETE 540
Loss on written-off of property, plant and MEME BERZHE CEE
equipment 392
Written-off of trade receivables i 35 B 2 e W 5k 18 16
Impairment loss recognised in respect of RESERFEBERRZREER
trade receivables 274
Legal and professional fees EEREXER 80
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e R R RN

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

15. DISCONTINUED OPERATION (Continued) 15. B IF K& ¥ & (&)

16.

Cessation of food manufacturing business RIEIRmBEER (&)
(Continued)
Cash flows from discontinued operation: REERIEEBERER:
2017
S
HK$'000
TH T
Net cash outflows from operating activities RE&LEEEBHIR SR LFHE (1,797)
Net cash outflows from investing activities REKETNE R L FEE (196)
Net cash inflows from financing activities REMETHMNIR S RAFE 1,984
Net cash outflows WE RN FE 9)

PROFIT (LOSS) FOR THE YEAR FROM 16. BHERE XK 2 F A% F (B
CONTINUING OPERATIONS B)

Profit (loss) for the year from continuing operations has BEREEBZ2FNEF (EEB) LM
been arrived at after charging: PATR & IE 18 = 3
2018 2017
—E-NEF —E—tF
HK$'000 HK$'000
FET FAT

Staff costs (including directors’ and BETHRA(BRREETR

chief executive’s emoluments) THBH M)
(Note 17): (Mt 3E17)
— salaries, bonuses and allowances -4 AR ERL 13,602 20,418
- retirement benefit scheme - RKAE F 5T &) 3K
contributions, net F 826 1,250
14,428 21,668
Auditor’s remuneration % ELED B
- Audit service - ERRB 1,252 1,036
- Non-audit service - IEBEZ R 450 -
Cost of inventories recognised as BRAERAZ 2TFEKA
expenses 7,859 12,536
Depreciation of plant and equipment B E MR ETE 2,484 1,450
Operating lease rentals in respect of MHEWE Z&&
rented premises HEHHEe 7,758 8,102
Legal and professional fees FENEEEA 1,289 537
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
e MR R M EE
For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

17. DIRECTORS’ AND CHIEF EXECUTIVE'S 17. EERTHAEARMH S
EMOLUMENTS

Directors’ and chief executive’s remuneration for the 1R 15 8 B GEM _E 48 Bl &2 A & 71 3 55
years, disclosed pursuant to the applicable GEM Listing ZEERITRARZFEMSMT
Rules and CO, is as follows:

For the year ended 31 December 2018
BE-Z-\§+ZA=+-HLEE

Retirement
Salaries, benefit
bonuses and scheme
Fees allowances  contributions Total
e TAR EBHRER
we )47 AR @zt
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
Executive directors BITEE
Mr. Lam Raymond Shiu MK B 5 4 (5t c)

Cheung (Note ¢)
Mr. Yuen Koon Tung (Note d) B 38 4% 4 (Fff 7 d)
Mr. Chow Cheuk Hang [ 1217 50 A (Fff 3Ee)
(Note e)

Independent non-executive ~ BUFHTES

directors

Mr. Kam Tik Lun (Note f) SdmEEMED

Mr. Yeung Wai Hung, Peter BRELE

Mr. Ho Siu King Stanley WEFE L& (itg)
(Note g)

Mr. Ma Tsz On, Stephen BF R EE R
(Note h)
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e R R RN

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

17. DIRECTORS’ AND CHIEF EXECUTIVE'S

EMOLUMENTS (Continued)

For the year ended 31 December 2017
HE-_T—+t5+-A=+—HLFE

17. EERITHRARNS (&)

Retirement
Salaries, benefit
bonuses and scheme
Fees allowances  contributions Total
e ARk B8 A
e =il BE T Bat
HK$'000 HK$'000 HK$'000 HK$'000
THT THT THT THT
Executive directors BITES
Ms. Yu Sau Lai (Note i) REB L (5 322 - 6 328
Mr. Lam Raymond Shiu MK B % & (it 3Ec)

Cheung (Note ¢) 320 26 " 357
Mr. Yuen Koon Tung Br 838 5 4 (B 52 d)

(Note d) 140 12 8 160
Mr. Chow Cheuk Hang BHE 1T 5 & (P i)

(Note e) 149 13 8 170

931 51 33 1,015
Independent non-executive = BYFHTES

directors
Mr. Kam Tik Lun (Note ) 2 w5 4 (P EET) 116 - - 16
Mr. Yeung Wai Hung, Peter 15 &R 4E 120 - - 120
Mr. Ho Siu King Stanley MEREE(iEg)

(Note g) 12 - - 12
Mr. Ma Stephen Tsz On BFREE(EER)

(Note h) 105 - - 105
Mr. Matthew Pau (Note j) #0305 A (B 7)) 10 - - 10
Mr. Chu Yu Man, Philip KBRS E M)

(Note j) 10 - - 10

473 - - 473
1,404 51 33 1,488
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

17. DIRECTORS’ AND CHIEF EXECUTIVE'S
EMOLUMENTS (Continued)

Note a: The executive directors’ emoluments shown above
were for their services in connection with the
management of the affairs of the Company and the
Group.

Note b: The independent non-executive directors’
emoluments shown above were for their services as
Directors.

Note c: Resigned on 30 January 2019.

Note d: Appointed on 26 January 2017 and resigned on
30 January 2019.

Note e: Re-designated from independent non-executive
director as executive director on 13 January 2017.

Note f:  Appointed on 13 January 2017 and resigned on
19 February 2019.

Note g: Appointed on 26 January 2017 and resigned on
19 February 2019.

Note h: Appointed on 16 February 2017.
Note i: Retired on 14 June 2017.

Note j: Resigned on 2 February 2017.

There were no arrangements under which a director
waived or agreed to waive any emoluments during the
years ended 31 December 2018 and 31 December 2017.
Apart from the Directors, the Group has not classified
any other person as chief executives during the years
ended 31 December 2018 and 31 December 2017.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

17a. TRANSACTIONS, ARRANGEMENTS OR

18.

CONTRACTS IN WHICH DIRECTORS
OF THE COMPANY HAVE MATERIAL
INTERESTS

During the year ended 31 December 2018, the Group
has obtained two loans with aggregate amount of
HK$1,500,000 from Quick Money Finance Limited (“Quick
Money"”) and interest expense of HK$67,000 had been
paid to Quick Money, a company in which a director of
the Company had material interest.

Apart from the above mentioned, no other transactions,
arrangements or contracts of significance to which the
Company’'s holding company, subsidiaries or fellow
subsidiaries was a party and in which a director or a
connected entity of a director of the Company had a
material interest, whether directly or indirectly, subsisted
at the end of the year or at any time during the year.

7a. X R B ESHEEEAERZZ
e -ZHEIEHN

RBE-_ZF-NF+-A=+—AHL
FE - A& B BQuick Money Finance
Limited ([Quick Moneyl) & 5§ @ £ &
$#£1,5000008 T2 EF ' W E X F
Quick Money (RAR] —HBEFNZA A
R E R m)H B X670008 T -

B EXPratE SN - ARBER AT -
BARKFARMBRABMERT LNAE
ERFXFRNEMERBDAFE - AR
REERETCHETBNETERSK
MEEAEA A 2EMEMEARR
5 BHRAEK -

FIVE HIGHEST PAID EMPLOYEES 18. EEBREHESR
The five highest paid employees of the Group during FA AEEz ARG EERRES
the year include Nil (2017: one) director, details of whose H(CE—LEF —REF HE N
remuneration are set out in Note 17 to the consolidated CEHREXGEEMBHRENTI7 - £
financial statements above. Details of the remuneration H(CE—EF EBRTUR)IERARAE
for the year of the five (2017: remaining four) highest paid SRTHBE T EECZEEMS
employees who are neither a director nor chief executive N
of the Company are as follows:
2018 2017
—ZE-)N\F —T—+F
HK$'000 HK$'000
FHExT F& T
Salaries, bonuses and allowances FHa -~ fEAL MR 1,744 2,387
Retirement benefit scheme ROKAE FFHE R
contributions 76 72
1,820 2,459

The number of the highest paid employees who are
not the Directors whose remuneration fell within the
following bands is as follows:

MeENFTrIBEZEEER=EHES
AT

2018 2017
—E-N\F —F—iF
Nil to HK$1,000,000 £ 21,000,000 7T 5 4
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

19. DIVIDENDS 19.

No dividend was paid or proposed for ordinary
shareholders of the Company during the year ended
31 December 2018, nor has any dividend been proposed
since the end of the reporting period (2017: Nil).

20. EARNINGS (LOSS) PER SHARE 20.
From continuing and discontinued operations

The calculation of the basic and diluted earnings (loss)
per share from continuing and discontinued operations
attributable to the owners of the Company is based on
the following data:

i’ B

RBE_Z-\F+_A=t+—HL*HF
B BERAATEBERERREAHE
RS BMEMRE  TFEEIRKER
BR(ZE—tF &)

FREAN(EE)
REFERERCKRILEEXEE
AARFEAAREREARELEREK

B EE Y GREARBERA (
18) TR A T B S

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
TERT FAT
Profit (loss) for the year attributable st & &M% & A & #58
to the owners of the Company for BN (EB)Z2ARAA
the purpose of basic and diluted BB A RS FE R
earnings (loss) per share (E18) 85,041 (25,753)
Number of shares
il =]
2018 2017
—E-N\F —E—+F
‘000 ‘000
Sl T B&
Number of shares il 4=
Weighted average number of AEBRERNREBER
ordinary shares for the purposes F(E8) 2@ m
of basic and diluted earnings (loss) BEFHH
per share 3,170,160 2,843,011

196 Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R RN

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

20. EARNINGS (LOSS) PER SHARE (Continued)

From continuing operations

The calculation of the basic and diluted earnings (loss)
per share from continuing operations attributable to the

REFHEKSEER

20. 3RBA (BR)(E

)

ARABEEAREREFELEEB
BREARRE SR (BER)IDRATH

owners of the Company is based on the following data: BETE
2018 2017
—E2-N\F —E—+tF
HK$'000 HK$'000
TERT T T
Profit (loss) for the year attributable FTESBRERLEE
to owners of the Company for B (EE) 2 ARAH
the purposes of basic and diluted AR ANEMSLFEREGT
earnings (loss) per share (E18) 85,041 (25,753)
Less: Loss for the year from R RE R R EER
discontinued operation ZEFENEE - 1,315
Profit (loss) for the purpose of basic FEEREARL#EETE
and diluted earnings (loss) per MBBR)ZRKEFHE
share from continuing operations REEB 2 A
(B 18) 85,041 (24,438)

The denominators used are the same as those detailed
above for both basic and diluted earnings (loss) per

share.

From discontinued operation

EHEFXAAEMER -

REERILEREXK

AEESREAREFRN (ER)ERDN

For the year ended 31 December 2017, basic and
diluted loss per share for the discontinued operation is
HKO0.05 cent loss per share, based on the loss for the
year from the discontinued operation of approximately
HK$1,315,000 and the denominators detailed above for
both basic and diluted loss per share.

BE-T—+4+-A=t+—RILEE
BRLEEEB BRELRRIBA
AEREIE00SHE - HIRRE K 1L S
2 % 16 [ 5 B 491,315,000 7 B £ X
B 5B IR A 8 5 B R
B EE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

U) @)

21. PLANT AND EQUIPMENT 21. BERZE
Furniture,
fixtures
= Leasehold and office Motor
improvements equipment vehicles Total
HENE KR EER
B8 BAERE HE W@t
HK$'000 HK$'000 HK$'000 HK$'000
TET TET TET TET
COST BA
At 1 January 2017 RZE—+F
-A—A 5,561 2,433 4,309 12,303
Additions NE - 7 - 7
Disposals HE - - (1,264) (1,264)
Written-off i (3,047) - - (3,047)
At 31 December 2017 RZE—+F
+-A=+-H 2,514 2,440 3,045 7999
Additions RE 4,521 77 - 5,292
Written-off B (2,037) (1,149) - (3,186)
At 31 December 2018 RZE-N\E
+=A=+-H 4998 2,062 3,045 10,105
ACCUMULATED 25 E
DEPRECIATION
At 1 January 2017 RZE—+F
-A—A 4,020 1,376 2,516 7912
Provided for the year FNEE 931 396 663 1990
Eliminated on disposals & K8 - - (1,264) (1,264)
Written-off i (2,655) - - (2,655)
At 31 December 2017 RZE—+F
+-R=+-H 2,296 1772 1915 5983
Provided for the year ERNEE 1,484 421 579 2,484
Written-off B (2,014) (1,099) - (3,113)
At 31 December 2018 RZE-N\F
+=A=+-H 1,766 1,094 2,494 5,354
CARRYING VALUES REE
At 31 December 2018 RZE-NE
+=A=+-H 3,232 968 551 4,751
At 31 December 2017 RZE—1%
+-A=+—H 218 668 1130 2,016
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

21. PLANT AND EQUIPMENT (Continued)

Notes:

(i)

22. EQUITY INSTRUMENT AT FVTOCI

The above items of plant and equipment are depreciated (i)
on a straight-line basis over the estimated useful lives at

the following rates per annum:

Leasehold improvements

HEMEERE

Furniture, fixtures and office equipment
B REERPAERE

Motor vehicles

T

The carrying values of motor vehicles at 31 December (i)
2018 included an amount of approximately HK$551,000
(2017: HK$1,130,000) in respect of assets held under

finance leases.

21. BFE K=k (&)
GEE

bt R B R RR M T A il BHE R AR B AR
T FRAEBEFE

Over the shorter of the lease term or 20%
BN FEK20% 2 R EE

10% to 25%

10% £ 25%

20%

20%

HER-_ZE—N\E+_A=1+—H82Zk
HEREEHEEEREHEREZE
EER) TR EB49551,000/8 T (=T — £ 4 :
1,130,000 Jt.) °

22. BAFEREMEERK SR
ZBRAEZTER

2018
—2-N\F
HK$'000
FE T
Unlisted investments FEEMRE
- Equity securities N 39,801

The above unlisted equity investment represent 19%
equity interests in Flame Soar, a company incorporated
in the BVI. These investments are not held for trading,
instead, they are held for long-term strategic purposes.
The Directors have elected to designate these
investments in equity instrument as at FVTOCI as they
believe that recognising short-term fluctuations in this
investment’s fair value in profit or loss would not be
consistent with the Group's strategy of holding this
investment for long-term purposes and realising their
performance potential in the long run.

Lt IE EMRAI B A Flame Soar (—
MR EEBEXEEEMEKIZNAT)19%
Az - ZEREWIERFEEE - m
ERERPREAEZ - EFEEELR
KRETEMNZEREREREATER
Em2HEKENEE AEERAENER
BRZIEEAFENEBEEETFTE
AEEBZBEERIERBBERERE
RERRBERNKRE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

23. DEPOSITS PAID 23. Ef &E
:;'('\__ - 2018 - 2017
@ A —E—+F
£ Notes HK$'000 HK$'000
) — B 5 THERT FET
Deposits paid in respect of: ERMUTEEES
XfzEE:
- Subscriber Further - RBANE— a
Acquisitions (as defined WS
below) BH(EER
™) = 20,000
— Proposed acquisition of - @k b
private companies AR TA] = 6,000
B 26,000
Less: Accumulated impairment  J& : IR 1Bz N TER b
loss recognised in profit 2 2 RER
or loss B - (6,000)
= 20,000
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

23. DEPOSITS PAID (Continued) 23. Bt &€ (&)

Notes: Bt &%

(a)

On 24 April 2013, the Company, Rich Paragon Limited
("Rich Paragon”), a wholly-owned subsidiary of
the Company, Mr. Chui Pui Kun (“CPK"), Coqueen,
Professional Guide and Mr. Chui Tak Keung, Duncan
(“Duncan”) (collectively known as the “1st Parties”)
entered into a framework agreement which supersede
all the previously signed agreements between the 1st
Parties, pursuant to which Rich Paragon was interested
to acquire the entire interest of Coqueen in and over
(i) the properties of Fook Lam Moon Restaurant Limited
(“FLM HK"); (i) the properties of Fook Lam Moon
(Kowloon) Restaurant Limited (“FLM KLN"); (iii) the
operation of FLM HK; (iv) the operation of FLM KLN; and
(v) the trademarks of Fook Lam Moon. Pursuant to the
framework agreement, Rich Paragon paid HK$20,000,000
to Coqueen as refundable deposit (the “Framework
Deposit”).

On 10 October 2014, Rich Paragon and the Company
entered into a sale and purchase agreement (as
supplemented by an addendum dated 13 March 2015
and a second addendum dated 30 April 2015) (the
“"Coqueen Sale and Purchase Agreement”) with Coqueen,
CPK and Duncan. Pursuant to the Coqueen Sale and
Purchase Agreement, the Framework Deposit paid to
Coqueen by Rich Paragon shall apply to settle part of the
consideration for the acquisition of remaining 50% of the
entire issued share capital in each of Professional Guide,
Great Way and Leading Win (collectively referred to as
“Subscriber Further Acquisitions”).

As the conditions precedent stated in the Coqueen
Sale and Purchase Agreement had not been fulfilled by
29 January 2016 (the “CP Date"), the Coqueen Sale and
Purchase Agreement had lapsed and the Framework
Deposit should be refunded to the Group by Coqueen
on demand.

Pursuant to the announcement of the Company dated
15 August 2016, after prolonged discussion between the
parties to the Coqueen Sale and Purchase Agreement,
no agreement had been reached regarding proposed
extension of the CP Date between the parties to
the Coqueen Sale and Purchase Agreement. The
management of the Company determines that the
transaction contemplated under the Coqueen Sale and
Purchase Agreement will not proceed.

(a)

REZT—=FMA=+MA  ARAF -
N A& & &Kt B A R Rich Paragon
Limited ([Rich Paragonl) * i $9 55
£ ([ o $91) « 34 ZE - Professional
Guide R R 1258 5& A ([1R 1258 1) (5t 18
[B—aIHF DL — M ERRE - I
RE—FINFEAET B BE
& Ik Rich Paragon % W B8 8 2= 14 () 18
BRPFBRERAAR(ERAEEDZ
W ()EERF(LE)ERERA A
(MRERFINED 2 (iNREEPIE
BE  (WRERFINERS RV ERR
FiEmEz 2 i - REERG =
Rich Paragon A& % 32 5120,000,000 7%
T ERAIRERE (ERRE]) -

RZZ—WEF+H+H ' Rich Paragon
RANREME - RIMHRIKERET
VEEHR(KEBEHA-T—RF=A
T=HEMRERBRA T —RFN
A=THE®0ZE _mhlHtma)(KHEE
Bl c BREBEMEEFEHZE @ Rich
Paragon A1} 2 32 (< A HE R 12 & #5 R R
78 18 Ui B8 Professional Guide * Great
Way K Leading Win# B 2 &8 2 #1172
REETE0% 22 RE(FHBIREA
HE—HWEEE] -

B E ] A 2 3 B 1 5 P SR OR (5
HAEARRZFB—REFE-—A=-ThB(%E
RIGHEBBD ZAZER - HEERR
BHEES R MERR S EHMEE
BERRETAEHE -

BREBEARBDBHAS-Z-—RENA+
FRZAM  BEREEEH RN
MAERERBAE  REEENTH
TR ERREER RGBT
Bk - ARRIEEEEULE F - ME
BEERABRTRETHRSB T #
BT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #H ZE—

23. DEPOSITS PAID (Continued)

24.

Notes: (Continued)

(a)

(Continued)

On 11 December 2017, the Company, Rich Paragon,
Professional Guide, Flame Soar, Coqueen, Fortunate Soar
International Limited (“Fortunate Soar”), CPK and Duncan
(collectively referred to as the “2nd Parties”) have entered
into a sale and purchase agreement (the “Rich Paragon
Sale and Purchase Agreement”), pursuant to which (i) the
2nd Parties shall carry out the Restructuring (as defined
in Note 30 to the consolidated financial statements); and
(i) Rich Paragon shall sell and assign the sale shares,
representing 31% of the entire portfolio of issued shares
in Flame Soar after the Restructuring, to the Fortunate
Soar at a total consideration of HK$173,920,000.

Pursuant to the Rich Paragon Sale and Purchase
Agreement, Coqueen shall refund the Framework
Deposit by 28 February 2018. The Framework Deposit is
fully settled during the year ended 31 December 2018.

At 31 December 2017, the balance of HK$6,000,000
represented a refundable earnest deposit paid to an
independent third party (the “Potential Vendor"”) under
a memorandum of understanding (“MOU") in relation
to the proposed acquisition of 100% equity interest in
two private companies which were engaged in Japanese
food catering and trading business. Pursuant to the terms
of MOU, the earnest deposit of HK$6,000,000 without
interest bearing was paid as deposit and partial payment
of the consideration for the proposed acquisition. On
31 March 2015, the MOU was expired and the Potential
Vendor had not yet repaid the earnest deposit. The
Directors considered that the likelihood of recovery of
the amounts was very remote and were fully impaired in
prior years. The Directors considered that the earnest
deposit paid has no realistic prospect of recovery and the
earnest deposit was written-off during the year ended
31 December 2018.

INTERESTS IN ASSOCIATES

During the year ended 31 December 2017, the interests
in associates, Magic Circle Investments Limited (“Magic
Circle”) and its subsidiaries, were disposed through
the disposal of Power Tool Investment Limited (“Power
Tool”), as detailed in Note 37(a) to the consolidated
financial statements.

Chinese Food and Beverage Group Limited EARREEER AR

B \F+=A=t+—AILEE

23. Ef &% (&)

BeE: (&)

(@) (%)
RZZE—+&+=-_A+—H8 ' &xA7F
Rich Paragon - Professional Guide »
Flame Soar * #2#E - Fortunate Soar
International Limited ([Fortunate
Soar]) s B EE KRB EE
(%fﬁ%(%:%T%"JEDEJ?L,EET%W
([Rich ParagonBE E 1) « &1t -
F_FATBETER(ERRES
Eﬁﬁ%#ﬁﬁm #£30) : K (ii)Rich Paragon
1% 7 & 48 1% [A] Fortunate Soar H & &
HEFERD (HHE KFlame Soar®
EBEITRHMBAEZ3N%)  BREE
173,920,000 T °

1B #ERich Paragon B B % * MEZE
RZTE—N\FZA=+/\BATRBEEZR
Be  ERERSEREBEE-ZT—/\F
TZA=T—HIEFERHEN -

b) R-ZFTE—tF+-_HA=+—8"
6,000,00078 JT 2 #& 4 12 Bt 32 3 U BB /R
FREEARRERRE S EBH L
AR 2 DAL HE AR 4R A R 1 I 8 (3
BEmEDRBLE=77(BEE]D
INMAIRERNE S - BRERBES
8% 2 183X - € %8 46,000,000 JT 2
Ee(PeBICERREREZWE
FHRBZHBINRIMN - RZF—
EE=A=+—0 RBHE=EIEH -

MEEETRAEERAES - BEFR
R e EWT%Hf%E“
ERBEFEZBURE -EFERR)
ﬁa%ﬁ TW@EH&E 'ﬂﬂ
EtﬁEWﬁ

S TONT £

(2 F -t +-A=+—H1Lt
- R B & 2R F - Magic Circle
nvestment Limited ([Magic Circle]) &
EfNBRAR Z2HESE B 1B I & Power
Tool Investment Limited ([Power Tooll)
Bl FRREL2HEAMEHRERN T
37(a) °
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24. INTERESTS IN ASSOCIATES (Continued)
Summarised financial information of
associates

Summarised financial information of the Magic Circle
Group is set out below. The summarised financial
information below represents amounts shown in Magic
Circle Group's consolidated financial statements
prepared in accordance with HKFRSs.

24. REBtERNTER (R)
BEQARMBEARME

B B Magic Circle & B 87 7% & £ 1 it 20

T - ATHBEHGZERBETBUS
AR 8 2 Magic Circle & BlfR &

MBEHREAFTEER °

Magic Circle
Group
Magic Circle
=&
2017
e
HK$'000
FE T
(Note)
(K E)
Revenue A 2,056
Loss attributable to owners of Magic Circle  Magic Circle # A A FEA
& B (3,498)
Loss attributable to non-controlling EEREREEERE
interests (1,780)
Loss for the period B E 1A (5,278)
Other comprehensive income (expense) Magic Circle B B A FEAL
attributable to owners of Magic Circle Ef2mUAFEI) 1,818
Other comprehensive income (expense) Magic Circle 3F % i% # @ JE 15
attributable to non-controlling interests Hi2EKA(FXZ)
Magic Circle 1,193
Other comprehensive income (expense) for HIRE M2 HEKRA(FAX) - MBAT
the period, net of income tax ey 3,011
Total comprehensive expense attributable Magic Circle# B A JE1S
to owners of Magic Circle 2HEHF 25 (1,680)
Total comprehensive expense attributable Magic Circle 3F % i% # @ JE 15
to non-controlling interests Magic Circle PHEFT 425 (587)
Total comprehensive expense for the period HIANZ MM X 425 (2,267)

Dividends received by the Group

REED WS

Note: From 1 January 2017 to 16 August 2017 (date of
disposal).

MaE: —2—tF-—A-BE-FT—LFN
At B(LERH) -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

@A

204

25. INTERESTS IN JOINT VENTURES 25. REELERSR
Details of the Group’s interests in joint ventures are as AEBREECERRZFBOT:
follows:
2018 2017
—2-N\F —t%F
HK$'000 HK$'000
TERT FHET
Cost of investment in unlisted joint ~ RIFLEMEEDLEZE
ventures & AR - 232,543
Share of post-acquisition loss and AW EEEEREM
other comprehensive income, net EEM& & (F Bk 2 W
of dividend received A% 8) - (17,207)
= 215,336
Less: Accumulated impairment loss R ERER . BET
recognised in profit and loss L E B B = (8,987)
= 206,349
Reclassify to assets classified as held E¥ DB ZEHHEAFE
for sale (Note 30) HEZEE
(Pt 7£30) - (135,129)
= 71,220
Amounts due from the joint ventures included in the FARERR_ZE-—NF+_H=1+—
Group's trade and other receivables as at 31 December H & ﬁé’%&,ﬁ\’rﬁjﬁgqﬂl IEZFEJWA &
2018 has been fully settled (2017: approximately CEREERREFTCE—LEF B
HK$26,678,000). Details are disclosed in Note 28 to the 26,678,000 70) ° FEIBERERE SR K
consolidated financial statements. By 7283 F& o
Amounts due to the joint ventures included in the AAREBRR_ZE-N\FE+_A=+—

Chinese Food and Beverage Group Limited

Group’s other payables and other borrowings as
at 31 December 2018 amounted to approximately
HK$7,353,000 and HK$Nil, (2017: approximately
HK$98,511,000 and HK$65,700,000) respectively. Details
are disclosed in Notes 31 and 32 to the consolidated
financial statements respectively.

EARREEERAR

HONEMENKEREMEE ZENE
2 FIE D Bl 547,353,000 T KT
BT (ZF — £ F : 998,511,000 7T &
65,700,000 7T) ° F 1B D BN &R E B 1%
iR M FE31 M 324 FE o
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

25. INTERESTS IN JOINT VENTURES 25.

(Continued)

Details of each of the Group's joint ventures at the end
of the reporting period are as follows:

Place of

incorporation/ Principal place

Proportion of

ownership interest held

Bt

BX

REghEER(H)

BRAASEZAECENREPRZF
RN

Proportion of voting
rights held by the

Name of entities registration of business by the Group Group Principal activities
EMARL TEEX rEBRBERESE b R
BEEEB At fif 3t B it B HE %= b 6 Y 4401 TEEHK
2018 2017 2018 2017
—E-N\f ZZ—+tF5 ZB-N\§ ZT—+F

Leading Win (Note iii) BVI BVI 50% 50% 50% 50% Investment holding

Leading Win ([T &iii) RERAES EBREXES REZRK

Great Way (Note iv) BVI BVI 50% 50% 50% 50% Investment holding

Great Way (Ff #Eiv) RERAES EBREXES REZRK

Flame Soar (Note v) BVI BVI 19% 50% 19% 50% Investment holding

Flame Soar (Pff &v) RBRZES REBRZES REZRK

Professional Guide (Note i) BVI BVI 50% 50% 50% 50% Investment holding

Professional Guide (M) HBREZES ZEBERLHS BAEER

FLM HK** (Notes ii, iii and vi) Hong Kong Hong Kong 19% 50% 19% 50% Operation of high-end

BERMEAN (Wi B BB Chinese restaurant
Fovi) business, serving

Cantonese cuisine and
provision of banquet
catering services
mEsnhAERER
REEBXREZEEHRRG

FLM KLN** (Notes ii, iv and Hong Kong Hong Kong 19% 50% 19% 50% Operation of high-end
vi) o] B8 Chinese restaurant

BERMAE" (& v business, serving
Kevi) Cantonese cuisine and

provision of banquet
catering services
memnhAEEEDL
REEXRESERRY

Champion Tree Investment  Hong Kong Hong Kong 19% 50% 19% 50% Property investment
Limited*" ("CTI") &k e MERE
(Notes ii, iv and vi)

BEERABRAA" (B
BE])(M L ivkvi)

Fook Lam Moon F&B Hong Kong Hong Kong 19% 50% 19% 50% Provision of
Management Limited & B management service
("FLM F&B")*" REEBRRE
(Note ii and vi)

BHRMEREEBRAA
([BERFIE &) =
(P 3 i Favi)

FLM Macau Ventures BVI BVI 50% 50% 50% 50% Investment holding
Limited® ("FLM Macau ~ HBEXHE RBRZHS REZK

Ventures”) (Note ii)
FLM Macau Ventures Limited*
(12 ER PR P 1 2 1) (P =il

* Subsidiary of Professional Guide as at 31 December 2017

Subsidiary of Flame Soar as at 31 December 2018

i Subsidiary of Professional Guide as at 31 December 2017

and 2018

* RZZE—tF+=AR=+—"HA
Professional Guide Z i B A &l

" RZZE—N\F+=ZHA=+—HAFlame
SoarZ {8 A 7]

# RZE—+FRZZB-N\F+_A=+
— H & Professional Guide 2 fff B 2 A
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

25. INTERESTS

(Continued)

Notes:

(i)

(i)

(iii)

The Company held 10,000 Professional Guide conversion
shares, representing 50% of the issued share capital
of Professional Guide. Pursuant to the shareholders’
agreement dated 10 October 2014 (the “Shareholders’
Agreement”), the Directors considered that the control
of relevant activities of Professional Guide Group was
jointly held by the board of Professional Guide and
the Management Committee of Professional Guide.
Although the Company is entitled to appoint three out
of five directors for the board of Professional Guide,
the Company is not entitled to nominate any members
in the Management Committee. Hence, given that the
shareholding of Professional Guide held by the Group
is 50%, the relevant facts and contractual terms of the
Shareholders’ Agreement and according to the HKFRS
11 Joint Arrangements, the Board considered that
Professional Guide is a joint venture of the Group.

At 31 December 2017, Professional Guide directly hold (i)
89.26% of the entire issued share capital of FLM HK; (ii)
86% of the entire issued share capital of FLM KLN; (iii)
100% of the issued share capital of FLM F&B; (iv) 100%
of the issued share capital of FLM Macau Ventures and
indirectly hold 86% of the issue share capital of CTI.
At 31 December 2018, Professional Guide directly hold
100% of the issued share capital of FLM Macau Ventures.

At 31 December 2017, Leading Win directly holds 10.74%
of the issued share capital of FLM HK.

At 31 December 2017, Great Way directly holds 14% of
the issued share capital of FLM KLN and indirectly hold
14% of the issue share capital of CTI.

Flame Soar was incorporated on 29 August 2017. The
Company contributed approximately HK$390 to Flame
Soar as initial share capital, representing 50% of the
issued share capital of Flame Soar.

Pursuant to the Restructuring (as defined in Note 30 to the
consolidated financial statements), on 24 October 2018,
Professional Guide acquired 10.74% of the issued share
capital of FLM HK from Leading Win and 14% of the issued
share capital of FLM KLN from Great Way. On the same
day, Flame Soar acquired the entire portfolio of issued
shares in FLM HK, FLM KLN and FLM F&B (collectively
referred to as the “FLM Group”) from Professional
Guide. Upon the completion of the Restructuring and at
31 December 2018, Professional Guide, Leading Win and
Great Way ceased to be the shareholders of the FLM
Group and Flame Soar become the sole shareholder of
FLM Group.

Chinese Food and Beverage Group Limited EARREEER AR

W5

(i)

(iii)

(iv)

IN JOINT VENTURES 25 REeg%DEREF(E)

K A & # H10,0008% Professional
Guide # # & {5 ' {5 Professional
Guide B E TR AR50% ° RIEHE A=
T—NFE+A+AZBRRGZE (IRER
1) =R B Professional Guide
& B 18 @ % % 1% &l # & Professional
Guide® E @ K Professional Guide &
BZEeHAFKE BRELARAAE
Z {EProfessional GuideEEE2HH 2
—EE BRARFIEERRAEEZSZ
E2EMKE - Alt - ERAEEF
A Professional Guide50% I #E - 48 8
FERBRRGZEZEHETARBE
EENBHRELERNBNRE ELH
% =2 2 AProfessional Guide &K &
BraaEahzE-

R=ZTE—-—+ttF+=A=+—8"
Professional Guide B % 15 & (i) & Fa P9
BB EIMEEFEITIRAEB.26% ; (ii) 18
bR P9 L 8E 2 202 B 1T IR A #986% : (ii)
BERFIEREZMERITRA : (iv)EHE
PRI BXEBEBRITRA - UKME
EREEEEDTEITRANESS c R
Z—\F+=-A=+—H ' Professional
GuideE# R A RBERFIRFI B E 2 H0
BEITRA o

R=F—+t&Er-=H=+—H:
Leading WinE Z#H B RGFIEEE#
17 B 7 #910.74% °

RZZF—tF+=_A=+—8 ' Great
WayH ERFAREMNESBITRA
H14%kHERFESEEEEHITRA
14% °

Flame SocarR=—Z—t&N\A=+h
B AL o A2 R A Flame Soari®
E #3908 TLIE B HIIR AR AR - (G Flame
SoarE 1T IR AN #I50% °

RE_Z-NF+A-THAENE
HOER BRGS0 WKW E30)
Professional Guide B Leading Win U4
EREBMEBEEITRA074%
K B Great Way W BE@ERPINLEEE %
1TIRZANH14% ° R B * Flame SoarH
Professional Guide W @R PFI & -
e ERPINEE RABER T & &R (S 1B (1R IR
PEEDE2HEERTROAES - R7T
KEHAERR_ZTE—NF+ZA=+
— H » Professional Guide * Leading
Win & Great Way 15 7% 18 & P15 B #)
B3 - MFlame SoarBIfk &A@ &
)M — AR -
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

25. INTERESTS IN JOINT VENTURES 25. REE¥ D X¥ERE(E)

(Continued)

Summarised financial information of joint
ventures

The joint ventures are accounted for using the equity
method in these consolidated financial
prepared under HKFRSs.

statements

Summarised financial information in respect of the
Group's joint ventures is set out below. The summarised

BHECEMBERBE

BECREREDEINEEEM B RS
BARRIZIEAUBERRAR -

\:

ERAKBESZCXMHERM LD
T ATHBERBBERETENH

BELNRHEZEECLEMBRRAMN
N e

financial information below represents amounts shown
in joint venture's financial statements prepared in
accordance with HKFRSs.

Professional Guide Group Leading Win Great Way Flame Soar
Professional Guide £ @ Leading Win Great Way Flame Soar
2018 2017 2018 2017 2018 2017 2018 2017
“E-\f T-t£ ZB-\f C-T-+£ ZB-\f C-T-+% ZB-\f C-T-t%
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TAL TER TAL TER TAL TER TAL
Current assets RYEE 7358 304,135 = - = 1,689 = -
Non-current assets ENBEE - 487,884 = 34157 = 23,014 = -
Current liabilities hHaE 17126 (429.796) - (27,208) - (25,231) - (13)
Non-current liabilities FRBER - (52,283) - - - - - -
Net assets (liabilities) attributable to: ~ U TATEEEE(BfE)
58
- owner -HEA (9,768) 43,718 = 6949 = (528) = (13)
- non-controlling interests - ERRER = 66,222 = - = - = -

—

Ch
==
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

25. INTERESTS
(Continued)

IN JOINT VENTURES 25 RE&{L ¥R (E)

BECXUMBENBSE (R

Summarised financial information of joint
ventures (Continued)

PR EERABESEBERE TSR

The above amounts of assets and liabilities include the

following:

Professional Guide Group Leading Win Great Way Flame Soar
Professional Guide @ Leading Win Great Way Flame Soar
2018 2017 2018 2017 2018 2017 2018 2017

“E-0\F E-tF Z®-NF CT-tF ZR-\F “ER-tF  ZR-\f T iF
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$000
TR TEL TR TEL TR TEL TiEn TEL

Cash and cash equivalents

Current financial liabilities (excluding
trade and other payables and
provisions)

Non-current financial liabilities
(excluding trade and other
payables and provisions)

Revenue

(Loss) profit and total comprehensive
(expense) income attributable to
owners

Profit and total comprehensive
income attributable to non-
controlling interests

(Loss) profit and total comprehensive
(expenses) income for the year

Dividends received by the Group

RHERAE(TRER
SRABEFNFELL
k&&) 379815 -
ERBeRaE(TRR
BHRABENTE
IR ER) -
Professional Guide Group Leading Win Great Way Flame Soar
Professional Guide @ Leading Win Great Way Flame Soar
Period from
Year ended  Yearended  Yearended  Yearended  Yearended  Year ended 1 January 2018  Year ended
31 December 31 December 31 December 31 December 31 December 31 December to 25 October 31 December
2018 217 2018 217 2018 217 2018 2017
A-%-N\E
8z HE 8z HE 8z HE -B-BHEE HE
“E-\F “EFtF ZE-NF Tt Z¥-\E —F-tF ZR-\f T tf
t=A=+-8 +2A=+-B t=A=+-B +-A=t-B +=A=t-B +-A=t-B +A=tEA +-A=t-A
LEE LEE LEE LEE LEE LEE L#H LEE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TR TAL TR TAL TR TAL TR TAL
WA -
BENER(BR)ET
kAR RE
a8 (13)
FRREREAENR
PANEER
ER(ER) EFREE
(Chals:3 +: (13)
REEEMRE -

Chinese Food and Beverage Group Limited EARREEER AR
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For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

25. INTERESTS
(Continued)

IN JOINT VENTURES 25 RE&ERERE(HE)

Summarised financial information of joint
ventures (Continued)

The above (loss) profit for the year include the following:

BELCEMBENBEG)

FRFR(ER)EMNBREATEIER:

Professional Guide Group Leading Win Great Way Flame Soar
Professional Guide & Leading Win Great Way Flame Soar
Period from
Year ended  Yearended  Yearended  Yearended  Yearended  Year ended 1 January 2018  Year ended
31 December 31 December 31 December 31 December 31 December 31 December to 25 October 31 December
2018 2017 2018 2017 2018 2017 2018 2017
BZZ-N\%
H E H E H 85 5 pms E
-0 “E-tf ZBE-N\f “T-t%F Z¥-N\f “F-tF -g_pfF _E-tF
+=A=t-B tZA=t-B +=A=t-H tZA=t-B +=A=t-H tZA=t-B +AR=t+ER T=A=t-R
LFE HERE LFE HERE LFE HERE i3] HERE
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TER TEL TER TEL iR TEL iR TEL
Depreciation and amortisation TEREHE R RAK
(before considering the effect EEATEAZY
of fair value adjustments at 78
acquisition) 14,080 18,058 = - = - = -
Interest income Y9N 1,620 1,229 - - - - - -
Interest expense MER% 13,557 13,004 - - - - - -
Income tax expense MEREX 4,651 2,021 - - - - - -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

25. INTERESTS
(Continued)

IN JOINT VENTURES 25. REE¥ D X¥ERERE(E)

BECXUMBENBSE (R

Summarised financial information of joint
ventures (Continued)

FRBBER RN A B0 MRS
HEEREAHBREARR) 2 UE:

Reconciliation of the above summarised financial
information to the carrying amount of the interests in
joint ventures recognised in the consolidated financial
statements:

Professional Guide Group Leading Win Great Way Flame Soar Total
Professional Guide & Leading Win Great Way Flame Soar @t
2018 2017 2018 2017 2018 2017 2018 2017 2018 2017

“E-\f —Z-tf CEB-N\f ZT-tf ZB-N\§f ZT-tf C-B-Nf ZE-t§ ZB-N\E —I-tf
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TAx THAL ThL FAL ThR TR AR TAL TEn ThL

Net (liabilities) assets EBNEL(BE)
attributable to owners BESE (9,768) 243718 = 6949 = (528) = (13)

Proportion of the Group's AEEEAR

ownership interest Ll 50% 50% 50% 50% 50% 50% 19% 50%
Goodwill [k = 36,832 = - = - = -
Effect of fair value adjustments R R EHATE

at acquisition BE2YE = 44,183 = - = - = -

Carrying amount of the Group's A BBz 2 &
interest [ELE - 202,874 - 3475 - - - - - 206,349

REE-_ZT—tF+-A=+—HLF
& - BRAEE D 15 Great Way K& Flame
Soar#) E 1B m P EH 7 Great Way K Flame
SoarBE AL F MASERERER
AR ERERE 5 (5 Great Way K& Flame
Soart i — B 1B °

During the year ended 31 December 2017, since the
Group's share of losses of Great Way and Flame Soar
exceeds its interest in Great Way and Flame Soar, the
Group has stopped recognising its share of further losses
of Great Way and Flame Soar when applying the equity
method.

210

During the year ended 31 December 2018, since the
Group's share of losses of Professional Guide exceeds
its interest in Professional Guide, the Group has stopped
recognising its share of further losses of Professional
Guide when applying the equity method.

Chinese Food and Beverage Group Limited EARREEER AR

REBEZZE—N\GF+_A=+—HILHF
€ BRAEE S 15 Professional Guide
K E5 18 = A E 1A Professional Guide# &
s MASBRERER AL
TR EH o {HProfessional Guide Hy#E— 25
B 18 o
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

25. INTERESTS
(Continued)

Summarised financial information of joint

ventures (Continued)

The unrecognised share of losses, both for the year and

cumulatively, are set out below:

IN JOINT VENTURES 25. REE D X¥ERERE(E)

BHECXUMBENBSE(E)

AEERRFAREERERIINMT

2018 2017
ZE-N\F —T—tF
HK$'000 HK$'000
THERT FHET
The unrecognised share of loss of REERAELERE
joint ventures for the year HERE 4,884 239
Cumulative unrecognised share of RN AL hEARER
loss of joint ventures REE 4,884 271

In the prior year, the Group held 50% interest in Flame
Soar and accounted for the investment in joint ventures.

On 25 October 2018, the Group disposed of 31%
interest in Flame Soar to Coqueen at a consideration of

approximately HK$173,920,000.

The Group has accounted for the remaining 19% interest
in Flame Soar as equity instrument at FVTOCI whose
fair value at the date of disposal was approximately
HK$85,160,000, which was determined using asset
approach. This transaction has resulted a gain on

RE—FE ANEBEHEFlame Soar
50% s WETER B EEMITE -

RZE—N\F+AZ+HH KEEMR
M EE B E R Flame SoarMI31% A% # - K
18 /& #9173,920,000% 7T °

K E & B F Flame Soar F & #919% 1 &=
A BRI E IR A B 7 H Ath 2 T I 55 71 BR
ZEAERTAE EREBEEHNAF
8 /5 4985,160,00078 7T+ Jh 6 A & E )&
EESH REXRFELELERE A

disposal, calculated as follows. BAETEIT :

HK$'000
TET
Consideration B 173,920
Add: fair value of investment retained (19%) m:REBEEN%RAFE 85,160

fair value of contingent consideration REERBERIARE
receivable at date of disposal BN FE 7,393

Less: carrying amount the 50% investment on the & :RAkEEERFZENHAH

date of loss of significant influence 50% & & /) IR mE B (206,552)
legal and professional fee FENEEER (3,140)

Gain on disposal of a joint venture recognised HE—BEELEMBEIRAN
Ik = 56,781
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

25.

26.

Chinese Food and Beverage Group Limited

INTERESTS
(Continued)

IN JOINT VENTURES

Summarised financial information of joint
ventures (Continued)

The gain recognised in the current year comprises a
realised profit of HK$35,651,000 (being the proceeds of
approximately HK$173,920,000 less the carrying amount
of assets classified as held for sales of approximately
HK$135,129,000 and legal and professional fee related
to the disposal of approximately HK$3,140,000) and an
unrealised profit of HK$21,130,000 (being the difference
between the fair value and less the carrying amount
of the 19% interest in Flame Soar plus the fair value of
contingent consideration receivable at date of disposal).

CONTINGENT CONSIDERATION
RECEIVABLE

Pursuant to the shareholders’ agreement between Rich
Paragon, Fook Lam Moon Holdings Limited (“FLM
Holdings”), Fortunate Soar and other investor, FLM
Holdings and Fortunate Soar jointly, severally and
irrevocably guarantee to Rich Paragon that the audited
profit (or, as the case may be, loss) before interest,
tax, depreciation of tangible assets and amortisation
of goodwill, general provision and other intangible
assets ("EBITDA") of FLM HK and FLM KLN (collectively,
the “Restaurant Operators”) for the year ended
31 December 2018 and years ending 31 December 2019,
2020 and 2021 (each a Guaranteed FY or collectively the
"Guaranteed FYs"”) shall not be less than approximately
HK$49,693,000, HK$51,184,000, HK$52,720,000 and
HK$54,301,000, respectively (the “Profit Guarantee”). In
case the Profit Guarantee is not met or satisfied in any
one of the Guaranteed FY during the Guaranteed FYs,
FLM Holdings and Fortunate Soar shall in respect of that
Guaranteed FY jointly or severally pay to Rich Paragon a
cash compensation in amount by the difference multiple
with the shareholding percentage of Flame Soar held by
Rich Paragon.

EARREEERAR

25.

26.

REghFERRE A

BELCEMBENBE(H)

AEEBRIAMNBZBEE BB & F
35,651,000/ 7t (B FT 15 31 IE 49173,920,000
BB BABIEEHEZEAECKREE
#9135,129,0007% 7T K& B i & 6 B 09 )& 12
T = % 5 FH#93,140,0008 7T) & & B IR i
#J21,130,0007% 7t (BRI Flame Soarf19%
AR HE 2 A 1B R E AR A 2 /9 2= 58 0
REHERBERFIAREZAFE) -

FE W = R ME

R IERich Paragon * Fook Lam Moon
Holdings Limited ([FLM Holdings]/) *
Fortunate Soar & H M #% & & 5] 37 &
f& 1% 7% ' FLM Holdings & Fortunate
Soar 2 @ - f& 5l K&/~ 7] # @ #b [A] Rich
Paragonf{r & ' BERFIBE B RBERFN
BRI EBEHEREE_T—
NFEF+ZRA=+—HIEFEURBE=
F-NEFE —FFFER-F_—F+
AT HIEFE(RERRBHMBEF
E S HGBRIRBVGBREE]D ZEKRA
B -ME -AHREEREREE —RK
1 i N Hoh #7185 ([EBITDAL Al
rERZORN (HEE - BIERME) D5
T DR 4749,693,000% 7T~ 51,184,000
BT~ 52,720,0007% 7t} 54,301,0007%8 7T
CEMERFD - MR ZERZIHBEE
HAE o] — B R 3B F 2R B FF & SOE A
AR z& + AJFLM Holdings }& Fortunate
Soar J& Bt 5% 1R 75 B BX 4F [E £ (A =k {E Al
#h A Rich ParagonX IR EEEE H&
¥ i = B LARich Paragon#% & Flame
SoarlkEZBDLLEE -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

26.

27.

CONTINGENT CONSIDERATION 26.

RECEIVABLE (Continued)

On 26 October 2018, the Disposal was completed. The
fair value of the contingent consideration receivable
is valued by Valtech Valuation Advisory Limited, the
independent professional valuer. The valuation of the
contingent consideration receivable is mainly based
on the latest financial information of the Restaurant
Operators, the Restaurant Operators’ financial
performance forecast and other relevant indicators.

At 26 October 2018, the fair value of the contingent
consideration for the first Guaranteed FY and
the remaining Guaranteed FYs is estimated to be
approximately HK$1,691,000 and HK$5,702,000
respectively. The contingent consideration is remeasured
at 31 December 2018 on the same basis as above and
the fair value of the contingent consideration for the
first Guaranteed FY and the remaining Guaranteed
FYs is estimated to be approximately HK$394,000 and
HK$5,834,000 respectively as a result of the financial
performance of the Restaurant Operators is better than
forecast for the first Guaranteed FY and the changes
in discount factor for the remaining Guaranteed FYs.
Hence, the Group recognised a fair value loss on
contingent consideration of approximately HK$1,165,000
in the consolidated statement of profit or loss and other
comprehensive income.

W = AR E (&)

HEERENR-_ZE-N\FE+H=-1+XH
X BRRKRREBZAFERBYLE
EEMHDREFEERATETAME -
EWSIAREBEZFEETZERERE R
BRI HBER  ERERBMBER
REAREMBRIER -

RZZB-NF+AZ+RE  ARER
BERZEVRFE MG TIREVREE
Z X FAE 2 B A 5T #91,691,00078 T K&
5,702,000 7T ° KAREBER =T —/\F
TZA=t—BRERBARELESH
E-prREEREMBREEEREKM
BRABRBARBTIREVRERE 2
MAEXAMEY  AARERNEERE
MREELBKTREMBRFE 2 A FE
7 Bl & & & #9394,0007% 7T % 5,834,000
BT At AEERGEABEE M EM
EENERERXARERIFEBED
1,165,000/ 7T °

INVENTORIES 27. B8
2018 2017
ZE-N\F —E—+tF
HK$'000 HK$'000
THET FET
Food and beverages and EmEkABEBEER
consumables 755 966
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

28. TRADE AND OTHER RECEIVABLES EZRHMEWRKIE
2018 2017
—E-NF —E—tF
HK$’000 HK$'000
F#&E T TH T
Trade receivables B 5 E W IE 1,466 5,141
Less: Allowance for credit losses B EEEERE (63) (337)
Trade receivables, net (Note a) B REW IR FRE
(B3t a) 1,403 4,804
Other receivables (Note b) E b e W 7038 (B 5E b) 22,016 23,229
Prepayments and deposits paid ERNZREBEBREMZS 2,616 4,522
24,632 27,751
Less: Allowance for credit losses B EERERE
(Note c) (Bt 5Ec) (21,427) (22,832)
Other receivables, prepayments and E b fE Uk 18 ~ F8 1+
deposit paid, net HBEREMNESFEHE 3,205 4,919
Amounts due from joint ventures JEW & & IR
(Note d) (BT 5Ed) = 26,678
4,608 36,401

Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

B 7% ¥R M A

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

28. TRADE AND OTHER RECEIVABLES 28.

(Continued)

Notes:

(a)

Certain customers are granted credit period from 30
to 60 days. The following is an aged analysis of trade
receivables, net of allowance for credit losses, presented
based on the invoice date, which approximates the
respective revenue recognition dates:

B 5K H b f& W R IR ()

GEE

(a)

ETEPERTIOEOHZEES -
AT RIEEHEFARH(EREZE W
=mEARBHREE) 25285 EWFIA
(HNBrEEBERB) ZRE DN :

2018 2017

—E-N\F —T—+tF

HK$'000 HK$'000

FET FAT

0-30 days 0&30H 267 719
31-60 days 31E60H 83 308
61-90 days 61Z290H 111 283
91-120 days 91£120H 116 315
More than 120 days B iE120H 826 3,179
1,403 4,804

At 31 December 2018, included in the Group's trade
receivables balance are debtors with aggregate carrying
amount of approximately HK$1,055,000 which are past
due as at the reporting date. Out of the past due
balances, approximately HK$747,000 has been past
due 90 days or more are not considered as default
by considering the ongoing business relationship,
repayment history and expected future settlement. The
Group does not hold any collateral over these balances.

At 31 December 2017, the trade receivables are neither
past due nor impaired have the best credit scoring
attributable under the internal credit scoring system used
by the Group. Based on past experience, management
believes that no impairment allowance is necessary in
respect of these balances and the balances are still
considered fully recoverable.

At 31 December 2017, included in the Group's trade
receivable balance are debtors with aggregate carrying
amount of approximately HK$3,777,000 which are past
due as at the reporting date for which the Group has
not provided for impairment loss since the amounts
are still considered recoverable based on the historical
experience. The Group does not hold any collateral over
these balances.

RZFB-N\F+-A=+—0 F£H
BHRWFIREHRIERRSAHEE
HA 48 BR T (8. 491,055,000 7T 9 & 1 AR
Ko BEH R - K9747,0008 TTE &
HI90H A £ - BREBIFEXBH
R BEERCHERABRREE
HEAFRIRLE TR REL - NREBEBLZ
SHEBRLEFFEMERS -

RZZT—+tFE+=-A=+—08 " RIE
AEBERMAABEEFSFES  BER
BT ERENE S R RIERE &R
DRE-BREEELR EERRE
ARz EERELRERE  BZF
BHRDREST2HED -

R-ZE—+E+=-_HA=+—H &K&
EZSEWAERERRSEHE S
B BR T 4218 493,777,000 7T &9 FE Uk Bk
e AEBEWEAZERBNIRBE
EBiEREEG ARBEBELR  HEX
BWEBAIKE - REERZERE
SR EFEEAEER -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

28. TRADE AND OTHER RECEIVABLES 28. B R HMEWKWMRE(E)
(Continued)

Notes: (Continued)

(a)

(Continued)

At 31 December 2017, the aging analysis of trade
receivables that was past due but not impaired are as
follows:

BsE: (B

(a)

(#8)
R-ZZE—+tFE+-_A=+—H B8
BB Y ERE 2 B 5 FIE 2 Rk
DT

Past due but not impaired

B %8 B 18 3 &Rl
Neither
past
due nor 1-30 More than
Total  impaired days 31-60 days 61-90 days 90 days
i % 8 5
B NERE 1-30H 31-60H 61-908 H#i#E90H
HK$'000  HK$'000  HK$'000  HK$'000  HK$000  HK$'000
THET TET TET THET TET TET
At 31 December 2017 RZT—+t4F
+=ZA=+—H 4,804 1,027 283 315 220 2,959
The movement of accumulated impairment loss MEHEWFIENERRREEE
recognised in respect of trade receivables is as follows: Z2HWT:
HK$'000
T#E T
At 1 January 2017 RZZE—tF—-HF—H -
Impairment loss recognised during the year FRERBREEE 337
At 31 December 2017 RZTE—+tF+_A=+—H 337
At the end of the reporting period, the Group's trade RBER AEBEZEZREKZKIES
receivables were individually determined to be impaired. BEEADBE °
During the year ended 30 April 2012, Red Bloom Limited, (b) BHEZZE——FMOA=FTHLEFE &

an indirect wholly-owned subsidiary of the Company,
entered into a memorandum of understanding with
Key Ally Limited (“Key Ally”), an independent third
party not connected with the Group, in relation to the
proposed acquisition of equity interest in A R %
EmIX¥XEMRAFto explore the food and beverage
industry in People’s Republic of China (the "MOU 17).
Pursuant to the terms of the MOU 1, the earnest deposit
of HK$44,000,000 without interest bearing was paid as
deposit and partial payment of the consideration for the
proposed investment. The MOU 1 expired in the same
year-end.

Chinese Food and Beverage Group Limited EARREEER AR

RRIZHEEL2EMBRARAXERR
A B Key Ally Limited ([Key Ally] - 2
REBVTEBEZBILE=F)FIL
HREESE  ARAEEERBAR
MERRBIFXEERDE ZKAE - A
SREEHE 2R @M mITE(ER
RESE ] REZBERR —Z
{5k - BX1444,000,0008 T2 AE S
(PHREMERREREZEREZHD
REMNR - RBERHE —ERRFEF
K JE W e



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

)

28. TRADE AND OTHER RECEIVABLES 28.

B 7% ¥R M A

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

(Continued)

Notes: (Continued)

During the year ended 30 April 2013, the Group entered
into a repayment agreement with Key Ally with respect
of the repayment of the HK$44,000,000 deposit. The
outstanding balance was therefore reclassified from
"deposits paid” to “other receivables” accordingly.

As Key Ally failed to repay the deposit to the Group
according to the agreed repayment schedule, the
Directors considered that the recoverability was remote
and therefore full impairment loss of approximately
HK$28,225,000 has been recognised in profit or loss
during the eight months period ended 31 December
2013.

During the year ended 31 December 2018, as the
Group received HK$1,405,000 (31 December 2017:
HK$673,000) from Key Ally, a reversal of impairment loss
of HK$1,405,000 (31 December 2017: HK$673,000) has
been recognised in profit or loss.

The movement of accumulated impairment losses
recognised in respect of other receivables and deposits
paid is as follows:

{=v.]
=

- _—

7 K H Ao B W R ()

B =t ()

HE-_T=—FNA=1tALFE &
& [E i Key Ally 5t {5 44,000,000/ 7T
ZREFLER M ZE o B RFER L
MIEMN RS | EFHH RS HibEKRK
H] -

B Key Ally >R 82 18 #5 17 7€ 18 Ui
RAAEEEEEZS EFARKD
AREMEM At ERBE—T—
=F+-A=t+—BIEEAHRER
18 % H 1 3R 4928,225,000% 7T 2 & ¥
BEER -

REBEZE_FE—N\F+=-A=+—8L
FE - ARAEBERKey AllydREA
1,405,000 T (—ZE—+E+=-A=+
—H : 673,000/870) ' BHERIBSHER
B[O E E5 18 491,405,000/ 7T (— T —
+E+=-A=+—8":673,000&7T) °

R RSB REN S 2 DRA S
SREBRZ2BMT

HK$'000

TET

At 1 January 2017 R-_ZE—+F—H—H 23,505
Amounts recovered during the year FREWEFHIE (673)
At 31 December 2017 RZF—tF+ZA=+—H 22,832

The balances are non-trade in nature, unsecured, non-
interest bearing and repayable on demand and has been
included in joint ventures’ financial statements as current
liabilities (Note 25).

Detail of impairment assessment of trade and other
receivables for the year ended 31 December 2018 are set
out in Note 7(b).

(d

ZERRBIIEEZIMEEG BER T
FERARERKEEZE UEREE
TEZHBERERARIERD AR
(P 5£25) °

ERBZ2_FT-N\F+-A=1t—HL
FE2EHNEMBWKREAZRENG
FRBER M EET() °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

29.

30.

Chinese Food and Beverage Group Limited

BANK BALANCES AND CASH 29. RITHEBRERS
Bank balances carry interest at market rates which ranged RAITEBRIZ N F0%E0.05% (ZF —+
from 0% to 0.05% (2017: 0% to 0.05%) per annum. F 0% E0.05%) 25 FEHERTE -
ASSET CLASSIFIED AS HELD FOR SALE 30. 2 EARELHENEE
As disclosed in Note 23(a) to the consolidated financial FANER S I IR R MI 5E23(@) TR B8 + R
statements, the Group committed to sell 31% of the EEAFEREHTHIZ A Fortunate Soar
entire portfolio of issued shares in Flame Soar to HEFlame Soar® B2 &EITARMHEY31%
Fortunate Soar at a total consideration of HK$173,920,000 R (E R173,920,0008 L (EZE W T) ©
upon completion of the Restructuring (as defined
below).
Flame Soar shall acquire the entire portfolio of issued Flame Soar/ B BB ERFIEE 2 3 E &
shares in FLM Group, and Flame Soar shall, upon and as a TRMHAEE RERARETKNERAR
result of such acquisitions, become the sole shareholder RUWLHE + Flame Soar & A & 1& B P9 &
in FLM Group accordingly (the “Restructuring”). ME—RRE(ER]D -
The 31% interests in Flame Soar which is classified as M Flame SoarM31%REN B AR E &
investment in joint ventures and is expected to be sold PENKRE  FEHRT_EARNLEE -
within twelve months, has been classified as assets held ENRARELHEEERR-ZT—tF
for sale and are presented separately in the consolidated TZAZ=T—HMEEUBMRR KRB L
statement of financial position as at 31 December 2017 ZF(RTX) - HEMERIEFEEH
(see below). The net proceeds of disposal are expected SREEEENEREDFE  SBERERAR
to exceed the net carrying amount of the relevant assets, B8 -
no impairment loss has been recognised.
During the year ended 31 December 2018, the disposal REBE_ZT-—N\F+-_A=+—HILF
of 31% interests in Flame Soar has been completed. €+ HERFlame SoarM31%&#E —=
B SERK °
The asset classified as held for sale are as follows: DERF[ELENEEINFHMAT
2018 2017
—E-N\F —tF
HK$'000 HK$'000
THET FET
Reclassified from interests in joint RadhERREN
ventures and represented as asset DERFELED
classified as held for sale (Note 25) & = (P 5125) = 135,129

EARREEERAR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R RN

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

31. TRADE AND OTHER PAYABLES

BESZREMENRE

2018 2017
—E-N\F —E—+tF
HK$'000 HK$'000
TET FAT
Trade payables (Note a) B 5 R R (M 5T a) 4,512 3,924
Other payables and accruals H h FE A 5RIE & e AT
&M 23,478 24,086
Amount due to a director (Note b) JE < & = 728 (KT 5E b) 608 -
Amounts due to joint ventures FERT & & b ¥ I8
(Note ¢) (Bt 5Ec) 7,353 98,511
35,951 126,521
Note: Pt o -
(@)  The following is an aged analysis of trade payable @ BREXZEAHZINZEFENFEZ
presented based on the invoice date: BREC AT ¢
2018 2017
=E-N\F —E—t+F
HK$'000 HK$'000
THET TETT
Within 30 days 30BR 635 1,024
31-60 days 31-60H 523 759
61-90 days 61-90H 505 715
91-120 days 91-120H 585 520
More than 120 days B iE120H 2,314 906
4,512 3,924
Payment terms granted by suppliers are generally 30 to HEFER Z2NRE-—RAELIER
90 days (2017: 30 to 90 days) after the end of the month BEZ ANEREZIOENR(ZZE—+
in which the relevant purchases are made. The Group has & :30290H) - REE T A MK AR
financial risk management policies in place to ensure that BB ARG ENREAIRE
all payables are settled within the credit timeframe. BEHERNEES -
(b) The amount due to a director is non-trade in nature, (b) BNEEREAIEZEZEE - BEA -
unsecured, non-interest bearing and repayable on Pt BRBREREE -
demand.
(©)  The balances are non-trade in nature, unsecured, non- () “%EHEHBARIIEBEHHEE  EEHR T

interest bearing and repayable on demand and has been
included in joint ventures’ financial statements as current
assets (Note 25).

AERAREREE YEREGED
¥ 2 %R AR E R B & E (K
££25) o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRERME

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

32. HEE
B H B Y LA T EHE -

32. OTHER BORROWINGS

All of the other borrowings are dominated in Hong Kong

Dollars.
Maturity date 2018 2017
3%A BN\ —T—tF
Notes 2018 2017 HK$'000 HK$'000
W ZB-AF “E-t% TET THL
Loan repayables within five ~ ERAFAEEZ
years L&
10% secured borrowing 10% 2R 1EE Fixed rate a 31 March 2018 1,000
E 8 —E-N\%
ZA=1-H
10% secured borrowing 0%EREE Fixed rate a 30 April 2018 1,000
iy It Sit:2
A=+A
10% secured borrowing 0%EREE Fixed rate a 31 May 2018 1,500
i ZE)\F
fA=T-A
10% secured borrowing 10%EREE Fixed rate a 800
i
10% unsecured borrowing  10%EEREE Fixed rate b -
i
10% secured borrowing 10%ZREE Fixed rate c -
E 8
3 months HIBOR plus 28% K E Professional Guide  Floating d 26 August 2018 40,000
unsecured borrowing ZZEABART rate ZE-N\%
from Professional Guide X 78 102.8% % ) NRZ+H
ERES
Non-interest bearing B Professional Guide ~ N/A e 22 December 2018 10,700
borrowing from JTHERE TER ZE-)\F
Professional Guide +-A=1=H
Non-interest bearing K B Professional Guide ~ N/A f 3 April 2018 15,000
borrowing from JTHERE TEm ZE-)\§WA=A
Professional Guide
70,000

220 Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

32. OTHER BORROWINGS (Continued) 32. HfEE (&)

Notes: B 5T

(a) Included in the Group's other borrowings are loans with (a) AEBCEMEERREAREEAN
aggregate carrying amount of approximately HK$595,000 595,000/ 7T (= Z — + £ : 4,300,000
(2017: HK$4,300,000) borrowed by a wholly-owned BLIZER(BARAZEZERER
subsidiary of the Company. The Company has provided AER)  ARFRIE RZEBERHEA
corporate guarantee on these borrowings. AFEIR °
On 31 May 2018, with the same interest rate of 10% per - N\FRA=t+—H BEXABE
annum, further extension has been granted by the lender T 9 BIRE & 49595,000% 7T & 5K E 8
for the repayment of a loan of approximately HK$595,000 AR EMEREE_T-—AFRA=
and their accrued interest to 31 May 2019. +—8 - #FERERE10% -

(b)  On 13 July 2018, the Group has obtained a loan of b) RHRZE—N\EFLA+=H 'AEEH
HK$500,000 from Quick Money. It was unsecured and Quick Money# 1§ — 500,000 T 2
carried fixed interest rate of 10% per annum. ER - ZERBERERRIREEFF

EK10%5H R °

(c) On 23 July 2018, the Group has obtained another loan (c) R-ZE—N\FEtA=-1+=8 ' A5EAH
of HK$1,000,000 from Quick Money. The loan is secured Quick Money % 15 5 —21,000,000/%
by 70% equity interests of Able Wind Limited (“Able TLER - ZEFRUERGRA A ([8
Wind"), a non-wholly owned subsidiary of the Company, Bl ARFIEEEMBAR)70%2 &
and carried fixed interest rate of 10% per annum. PRI - WIREE FFE10%EF L. °

(d)  On 26 August 2014, the Company has obtained a loan of d RZFE—HNFEFANA=-_+B'AR
HK$40,000,000 from Professional Guide. It was unsecured &) B Professional Guide Bl 1§ B &
and carried floating interest rate of 2.8% plus 3 months 40,000,000/ 7T - &R RIR=1EA
HIBOR per annum. On 25 August 2017, with the same BB RITEEFEINEGF2.8%% 85t
interest rate, an extension has been granted by the HFE - RZZE—EFNAZTHHB -
lender for the repayment of the loan and its accrued RERMEFE EFEERERR
interest to 26 August 2018. The loan has been fully HEAMEZERAZ_ZT-NFN
settled during the year ended 31 December 2018. BZ+/REBE - ZEERERBZE=ZF

—NE+ZA=+—BLLEEZHH#E
i o
() On 23 December 2014, the Group has obtained a e MRZE—WNFE+=-_A=-_+=8"

loan of HK$10,700,000 from Professional Guide. It was
unsecured and interest free. On 21 December 2017, with
the same terms, a further extension has been granted
by Professional Guide for the repayment of the loan to
22 December 2018.The borrowing has been fully settled
during the year ended 31 December 2018.

% B 5 Professional Guide R5 &
10,700,000/ 7T + AERKEL % 8
—T—+F+ZA=+—H " &HER
FZE 5B » Professional Guide 2 i &
BEFBETHE—SLTER REAA-Z
—N\F+ZA=Z+=H - ZEERER
BE-Z - \E+-A=+—RHIFE
EHE .

o B

IR

M
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

32. OTHER BORROWINGS (Continued) 32. Hitufg & (&)

Notes: (Continued) Max: (&)

) On 26 August 2014, the Group has obtained a loan of (f) R-ZE—WNENA=-_+ B x&
HK$15,000,000 from Professional Guide. It was unsecured B Professional Guide R B X 4
and interest free. On 31 July 2017, with the same terms, 15,000,000 7T * BEEHAREE o B
an extension has been granted by Professional Guide —T—t+tF+tA=+—H " RERK
for the repayment of the loan to 3 April 2018. The X Professional Guide B Bt 838 B
borrowing has been fully settled during the year ended BTE—SER RPAZ-N\F
31 December 2018. MA=H - ZFERERBE=ZZ—N

FH-RA=+—HIEFEEHREN -

33. OBLIGATIONS UNDER FINANCE LEASES 33. Ri&EfH E&iE

2018 2017

—2-N\F —F—iF

HK$'000 HK$'000

THET FHET

Analysed for reporting purposes as  FLBEE B DT

— Current liabilities -mEBAaRE 234 585

- Non-current liabilities -ERBEE 51 285

285 870
It is the Group’s policy to leases certain motor vehicles AEBRXARBREREHNERHERSE
under finance leases. The average lease term of the lease FRE - FAREZTFAHRBARF (=
is 5 years (2017: 5 years). Interest rates underlying all T—+F - hF) mEHEBETAR
obligations under finance leases are fixed at respective EZEEFMNERESLHBEHN F1.28%
contract dates ranging from 1.28% to 1.98% (2017: £198% (ZE—+F : FFENTF1.28%F
1.28% to 1.98% per annum) per annum. The Group has 198%) - REBERREHRRUALESD
options to purchase the motor vehicles for a nominal HEREAE WENNABESNRET L

amount at the end of the lease terms. No arrangements & 5 o
have been entered into for contingent rental payments.

Chinese Food and Beverage Group Limited EARREEER AR
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

33. OBLIGATIONS UNDER FINANCE LEASES 33.
(Continued)

Minimum lease

B & E AT (E)

Present value of minimum

payments lease payments
RIEBEENK REEEMNRRAE
2018 2017 2018 2017
—E-N\F —EZ—+F ZB-NF —T—LF
HK$'000 HK$'000 HK$'000 HK$'000
TET THET THET THET
Obligations under finance leases & & i & FE { :E
payable: BNZEE:
Within one year —FA 238 601 234 585
Within a period of more than one —F{& /B i B
year but not more than two ME 7 EEA
years 51 238 51 234
Within a period of more than two % % {8 i
years but not more than five BREZHER
years = 51 = 51
289 890 285 870
Less: Future finance charges WBEREER (4) (20) - -
Present value of lease obligations & & ERE 285 870 285 870
Less: Amounts due for settlement i : 72 — & 1 £ #
within one year shown B2 RA
under current liabilities (B B
AEET) (234) (585)
Amount due for settlement after  FA121E A 1& I B 45
12 months B HHE 51 285

The Group's obligations under finance leases are secured
by the lessors' title to the leased assets.

AEBZBEREAETIALEAZE

EEEZEEFEEM -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

34. CONVERTIBLE BONDS 4. AIRARKRES

CMS CB (as defined below)

On 18 December 2014, the Company issued convertible
bonds to five subscribers including China Merchants
Securities Investment Management (HK) Co., Limited in
the aggregate principal amount of US$37,500,000 (the
"CMS CB"), conferring the rights to the holders of the
CMS CB thereof to subscribe for up to 519,937,500 new
ordinary shares of the Company at conversion price of
HK$0.56 per share at any time during the conversion
period.

The CMS CB is guaranteed by (i) Good Capital
Investment Limited ("Good Capital”), a wholly-owned
subsidiary of the Company; (ii) Rich Paragon; (iii) Loyal
Wealth Enterprise Limited (the “Loyal Wealth”), a wholly-
owned subsidiary of the Company; (iv) Professional
Guide; and (v) Coqueen (collectively known as the
“Guarantors”). Details of the contractual terms of the
CMS CB have been stated in the Company’s circular
dated 2 September 2014.

The principal terms of the CMS CB are as follows:

Principal amount: US$37,500,000
REH: 37,500,000 7t

Coupon rate: 3% per annum

RRX: FF3%
Conversion price: HK$0.56
B (E 0.5678 7T

Maturity date:
30 June 2018)

FRRsTRRER(EERIX)

R-ZE—ME+=-A+/AB  AARMA
FTNRBAREREESREEE (R
) AR AR EITAS B 5 437,500,000
ELZ2BRBRES(REESFTRRKRE
) BARFIRBRESFHTFEAA
HE R B A 3, 3 HA (A f] B RS 4R AR AR 4D
0.567 JT /9 5 32 (B R B8 & %£519,937,500
R AR B 37 E R AR o

B #E SR RESH() Good Capital
Investment Limited ([Good Capitall
RNAal—fE2EHNEB2RQFRD (iRich
Paragon ; (i) fH & & % A R 2 Al ([FE
Bl AR —BHE2EWBRR) (v
Professional Guide i M (v) 48 2= (5 78 [ #&
RADER - EEBEZEFAIRRES
ZENBERFBEHRRAARBBEA-E
—WFENRAZBZBEEK -

BEESFTRBRESNERGERET

The day falling on the last day of the 42th month from the issue date (i.e.

2[R NS BETHAHEEQEAANKE-BEIZZ-N\FXA=1TH)

Exchange rate for
determining the
conversion price:

BB E AR (B R 1R12E JT H.7.764478 TT[E 7E F X

Chinese Food and Beverage Group Limited EARREEER AR

At a fixed rate of US$1: HK$7.7644
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34. CONVERTIBLE BONDS (Continued) 34. TRKRES (&)

CMS CB (as defined below) (Continued)

Conversion period:

2 i

H -

Redemption at the
option of

bondholders:

®1&

[ :

SRBAZERE

{Eﬁg‘rﬁ)%%ﬂ@ﬂﬁﬁ%(i%ﬁ?ﬁ()

At any time after six months from the issue date and up to the close of business
on the third day prior to the maturity date, or if such CMS CB shall have been
called for redemption by the bondholders prior to the maturity date, then at
any time after the issue date up to the close of business on a date no less
than three days prior to the date fixed for redemption thereof.

BTRHEFANEAREINHAMNE="AZEXRRERK I ZEREMH %X
HMESKAEARIPAMERBEOABESAIRRES  IABRTARERE
AHRREFZREEENEHNSRL-BRERAZEERRERK L 2EMERE -

Each bondholder will have the right to require the Company to redeem some or
all of such holder’'s CMS CB if a put exercise notice is served on the Company
at any time during the 10-business day period commencing on the 12th month
anniversary of the issue date, the 10-business day period commencing on
the 30th month anniversary of the issue date or the 10-business day period
commencing on the 36th month anniversary of the issue date (each period
being a “Put Option Period” and such day on which a put exercise notice is
served on the Company being an “Option Put Date”) at an amount equal to
the sum of (i) 100% of the principal amount outstanding of the CMS CB to be
redeemed together with interest accrued to the relevant date of redemption
and (ii) such additional amount as would result in an internal rate of return on
the CMS CB to be redeemed of (a) with respect to the first Put Option Period,
15% per annum from the issue date to the relevant date of redemption, and
(b) with respect to the other two Put Option Periods, 13.5% per annum from
the issue date to the relevant date of redemption.

T ERMNBEITERRAFERMEARB ZI0ELEXBHHE  RETEH
EHFE30ME AR 210 & X BB - kR 1TH B F 3618 AR 18 2 101E
EXEAREcAEMNRR(ZHRALERERAMILBTELEERERAEN
REARBNERAY  BRMMEEERBH D XERRR  BUBREAESA
BEREFFHAEARERERARTNBORLXEHBZTAEAZBREREF ALK
B SEEAFAUATSELN: (\KERNBREE S RREFAEFRI100%
(ERFAZMEEBQREHZAME)  RMZFRIcBHERETRELANBEE
FUBMBREFELERNRLORE  @QF—EERERBENS  HETEEAH
BOEHPREFI5%: RO BIREEZEZEAMNS  HETEEFHEED
HE R & F13.5% °
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R B R AR B A

For the year ended 31 December 2018 #HZ—_ZT—N\GF+_A=1+—RHILFE

34.

CONVERTIBLE BONDS (Continued)

CMS CB (as defined below) (Continued)

The CMS CB contains debt component and derivative
components, including conversion option derivative
and bondholder’s early redemption option derivative
(collectively the “Derivative Component”). The
conversion option is classified as a derivative as it will be
settled by an exchange of a variable amount of cash for
a fixed number of the Company’s own equity instruments
on the basis that the CMS CB is denominated in foreign
currency of the Company.

At the date of issue, the debt component was recognised
at fair value, calculated based on the present value of the
redemption amount at maturity. In subsequent periods,
the debt component is carried at amortised cost using
the effective interest method. The effective interest rate
of the debt component is 30.4% per annum.

The Derivative Component is measured at fair values at
the date of issue and in subsequent periods with changes
in fair value recognised in profit or loss.

During the first Put Option Period, all holders of CMS
CB have requested the Company to redeem the CMS
CB with the total outstanding principal amount of
US$37,500,000. None of the CMS CB has been converted
into shares of the Company during the year ended
31 December 2015. The conversion option has been
lapsed when the holders of CMS CB requested the
Company to redeem the CMS CB.

In order to finance the redemption of the principal
amount of CMS CB and the repayment of the
interest thereof, the Company raised net proceeds of
approximately HK$297,587,000 by way of rights issue
during the year ended 31 December 2016. The net
proceeds from the rights issue was used to settled
the outstanding principal amount of approximately
HK$208,445,000 and the outstanding interest payment of
approximately HK$34,551,000 (the “Settlement”). Agreed
with holders of the CMS CB, the outstanding principal
amount of HK$82,311,000 after the Settlement carries an
interest rate of 15% per annum. Interest on CMS CB of
approximately HK$51,767,000 has been recognised for the
year ended 31 December 2016.

Chinese Food and Beverage Group Limited EARREEER AR

34. W REZ ()

?@ﬁ?%%ﬂ@ﬂﬁﬁ%(i%ﬁ?ﬁ)

BREESARBRESRRERH BRI
EEy c HheRBREEgITAETA
AREFFAARFTEOESZEITET
H(RHIITERD]) - MBORERED
BRUETR RRASHEBRBERHRES
AR EFSARRBINE 2 E AT
ReeRBRNEEHENEARRAT K
BIHE-

RETHE  BEHBHRAFERER
REZNHABELSEMNIRETE - Nk
BHE BB RABERN R EILE
HEK AT - EHHBOMEBERINELES
%30.4% °

TEMOLBITARNAFEFE B
BHRNAFEEZHRNIBERER -

REERERERRE  AEREESA
BRESFBEABLARAAREER
& #2¥837,500,000% 7T fE [ A & 28 % Al
BRES REBEE_T—RFTZA=
T—BELEFE SIEARESAIRERE
FEEBRAARRARD -  HREENHA
BEFITBRBESHEAZRAARE
ERAAESFAJBRRESKRR -

AERNENREEFIRBRESAS
HAREZEEMNE  REE-_T—X F+
—A=1+—HItHE  AARZEBERK
7N EB TS FKIBF 5 49297,587,0007%5
T o HERATBFIEFEEE BEBEMK
N4 8 #9208,445,00058 7T K 14 R F B 4
34,551,000 T ([VEE]) - &£ B &
FBBREHFIFEABTE  RNEERKRZ
KRB B R4 882,311,000 7T #5 LA Fl| =
15%ETE - BB FRRESZF B
4951,767,000B TERBE T —~NF+
—A=t+—BILFERER -
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34. CONVERTIBLE BONDS (Continued) 34. TRKRES (&)

CMS CB (as defined below) (Continued)

As at 31 December 2017, the carrying amount of the
CMS CB is approximately HK$91,789,000 (equivalent
to approximately US$11,745,000), representing the
outstanding principal amount of approximately
HK$82,471,000 (equivalent to approximately
US$10,553,000) and the outstanding interest payment of
approximately HK$9,318,000 (equivalent to approximately
US$1,192,000). The principal amount carries an interest
rate of 15% per annum, secured (Note 41(a)) and
repayable on demand.

The principal amount and interest payment of CMS
CB has been fully settled during the year ended
31 December 2018 following completion of the disposal
of Flame Soar.

Tranche A Convertible Bond

On 29 September 2015 and 30 October 2015, Success
Century Investments Limited (“Success Century”) and
Golden Eva Limited, a wholly-owned subsidiary of the
Company (“Golden Eva”), entered into the sale and
purchase agreement and supplemental agreement
(collectively known as the “"Agreements”) respectively,
pursuant to which Success Century has conditionally
agreed to sell and Golden Eva has conditionally
agreed to acquire the entire equity interest and the
shareholder’s loan of Power Tool from Success Century at
a consideration of HK$24,000,000 (collectively known as
the “Acquisition”). The consideration of the Acquisition
was satisfied by (i) promissory notes with aggregate
principal amount of HK$18,000,000 (the “Tranche A
Promissory Note"); (ii) promissory notes with aggregate
principal amount of HK$6,000,000 (the “Tranche B
Promissory Note”) and (iii) HK$1 in cash. The Acquisition
was completed on 6 November 2015 (the "Completion
Date”) and the Tranche A Promissory Note and Tranche
B Promissory Note were issued on the Completion Date.

{Eﬁg‘rﬁ)%%ﬂ@ﬂﬁﬁ%(i%ﬁ?ﬁ()

A—TE—+F+_A=+—H BEZE
Al AR B 5 W BR E (B 4V &91,789,000
7 T (M 2 7 4911,745,0003 7T) - Bl &
18 B AN 4 58 482,471,000/ 7T (8 & ©
#910,553,000% T) & &k B & F B 4
9,318,000/ st(#8 & M #91,192,000%
TL) o AN BB IAFF R15%:H 8 - HiKHH
(FF 5E41(0) R IR BEREE -

R EHFARRESFNARS A B
EREZE-_FE-—N\F+A=1+T—8H1
FE (EH HEFlame SoarFE K 2 18) B
A -

Rt RKRES

R_E—RAFAA=-+AAR=-Z—
A F + A =+ H - Success Century
Investments Limited ([Success
Centuryl]) BEARRA T 2 & @ A 7 Golden
Eva Limited ([Golden Eval) 5 BIETS &
EmEkHERBE(GEIZERRED -
¥ Bt + Success Century BIEHRE H
& ' MGolden EvaB{&H[FE BSuccess
Century & & Power Tool 2 & &P % # &
Ik R E 5 (B /24,000,000 T (4t
BMIKESEE]D WBREFEZREDZ
BA (i) 2N € 42 %8 418,000,000/ 7T 2 7 5,
ER(FHAHLERD (WAL LER
6,000,0008 Tt 2 A& A ER ([Z #FHE
B RGNVBERIUBTHAIZNMN - WESE
BRZZE—RAF+—AXNBTK(TEK
BEAD)  MAHARRBERIYUEARE
BERTEK BT -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

34. CONVERTIBLE BONDS (Continued)

Tranche A Convertible Bond (Continued)

The terms of Tranche A Promissory Note and Tranche B

Promissory Note are as follows:

Principal amount:

7N

Interest:

GRS

Maturity date:

A

Other terms:

H A {5

A -

Tranche A Promissory Note

Rt EARE

HK$18,000,000
18,000,000/ 7T

Interest-free

!

Repayable on 6 November 2017 (i.e.
2 years from the Completion Date)
AR_ZE—tF+—-HAXNBEZREIF
5E A B B B 5T R 4F)

From the date that the water
extraction license relation to 1t %
& % 12 &£, which will be expired
on 30 March 2016, having been
renewed, or a new water extraction
license having been issued, on no
less favourable terms and conditions,
up to the 5th business days

before the 2nd anniversary of the
Completion Date, the Vendor could
require Golden Eva to procure the
Company to exchange the Tranche
A Promissory Note for a convertible
bond (the “Tranche A Convertible
Bond”) (the “Option A”).
BAEBILLMELEE 2 /KBIRTA
BEBER=ZE—X"F=A=+HEZ
HEEE B R N ERKRERET
A 38 2 AR BG4 517 3 3T KR X
TR B HEARR - EZEEACH B M
BEFMABEEXEERL  BAAE
K Golden Evaf® #2872 &l i R #it 2 H,
B ARG R A (5 8Ea i
BB ERAD -

Chinese Food and Beverage Group Limited EARREEER AR

34. W REZ ()

Rt k& %5 ()

AR EBE R M EARLZBRENEE
E /N

Tranche B Promissory Note

CHERRE

HK$6,000,000
6,000,0007% 7T

Interest-free

==

Repayable on 6 November 2017 (i.e. 2
years from the Completion Date)
AR-_ZE—+tF+—HAXBEEES
5E A B B RE 5T R 4F)

If the Profit Guarantee could not be
met, the difference shall be adjusted
to the principal amount of the Tranche
B Promissory Note. After receipt of
the Tranche B Promissory Note from
the Vendor in settling the Reduced
Amount, Golden Eva could procure
the Company to issue and deliver

a convertible bond (the “Tranche B
Convertible Bond").

WARBEEBUSMNRE ZEERAER
CHERRBEE Z2AREE - REIEE
BEBEMBZREE TN AR E
¥ 1% © Golden Evafe{f A AR & 1T K&
RIS ES (2B ESH]) o

ZN



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

34. CONVERTIBLE BONDS (Continued)
Tranche A Convertible Bond (Continued)

The Vendor shall not deal with the Tranche B Promissory
Note on or prior to (a) 31 March 2017; or (b) the date of
confirmation of no adjustment, whichever is earlier.

On 23 August 2016, Option A has been fully exercised
and exchanged into Tranche A Convertible Bond of the
Company in the principal amount of HK$18,000,000. The
Tranche A Convertible Bond is unguaranteed.

The principal terms of the Tranche A Convertible Bond
are as follows:

Principal amount: HK$18,000,000
AN R 18,000,000/% 7T
Coupon rate: Coupon-free
REX: BmER

Conversion price (Note): HK$0.3714 (Note)

34. AR EZ (&)
Rt AT 42 R B 35 ()

EFTER: @Q-F—tF=A=+—
B Rb)BEAREFREZAHUAREE
RE)SIZHBEELHARTER -

R-ZBE—RNENAZT+=H EBEEA
BERSTFEITERASARAARALTES
18,000,000/ A Rt AT 2 ik (& 5 - R
HOTBMBESBEER -

FHATR R EZ A E R EROT

¥ R (B (P RE) - 0.37147% 7T (Hf 5E)

Maturity date: 6 November 2017

FEAE - —T—+tHF+—-HAKH

Conversion period: From the initial date of issue to the 5th business day before the maturity date

i BN ETHREDNHAMERLBAZLRHA

Redemption: On maturity date, the outstanding Tranche A Convertible Bond should be
redeemed by the Company

Bm: REEE - WARITEFA AR ES S B AR A ED

Transferability: Freely transferable

Al E B 8

Note: Pursuant to the bond instrument dated 23 August
2016, the original conversion price was HK$0.32 and a
maximum number of 56,250,000 new ordinary shares of
the Company will be allotted and issued upon exercise
of the of the conversion in full.

Miz: REAPA-Z—RFNA+=RZ
BEHEXE  RBKRER2ZET  1©
2E TR RER - £ £56,250,000
B AR A B3 R RS T B B S AT o
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

34. CONVERTIBLE BONDS (Continued)

Tranche A Convertible Bond (Continued)

Note: (Continued)

EaE: (&)

34. AR EZ (&)
Rt AT 42 R B 25 ()

Following the completion of the share consolidation on
14 November 2016, the conversion price per share was
adjusted to HK$0.64 and a maximum number of new
ordinary shares of the Company to be allotted and issued
based on the adjusted conversion price is 28,125,000.

Following the completion of the rights issue on
22 December 2016, the conversion price per share was
adjusted to HK$0.3714 and a maximum number of new
ordinary shares of the Company to be allotted and issued
based on the adjusted conversion price is 48,465,266.

Tranche A Convertible Bond contained two components:
liability component and equity component. The equity
component is presented in equity heading “Convertible
bonds reserve”.

At the date of issue, the debt component was recognised
at fair value, calculated based on the present value of the
redemption amount at maturity. In subsequent periods,
the debt component is carried at amortised cost using
the effective interest method. The effective interest rate
of the debt component is 22.69% per annum.

Trinomial Model is used for valuation of the Tranche A
Convertible Bond. The major inputs into the model were

RZFB-ARNE+-ATHEAZEKK
MEHE  ShiEREHER4
BT MBRBEHBBREE &%
28,125,000 78 2x &) 7 & 48 B % T B
BRET -

R-ZE—RNREFE+-_A=-+-HEK
HAR 1% - BRI EHE A0.3714
BT MBEEABRBRRE &F
48,465,266/% AN ) 5 E B IR T B
B R EEAT o

Eﬁ%tt‘Hﬁﬁxfa% EMERS : afE
DRBEARE D o RAE D Biﬂm
Fﬂ%ﬁﬁ%fﬁ%%ﬁfﬁj—ﬂm °

REBETER  BEEBHEIRATFERE
R WRIERIZELDHEZREE
B5rE - REEHR - BRI H K
FRERF BEABHEKARER - &
BBAZEFERENER22.69% °

PR Es 2 AEDER=ERX
BRGESH ZBEANEZEGA

as follows: HENAT

—E—RF

23 August 2016 NA=Z+=HR

Volatility B R 97.24% 97.24%
Share price of the Company RRFRAE HK$0.102 0.102/% 7T
Exercise price TEfE HK$0.32 0.327 7T
Dividend yield & B % 0% 0%
Risk free rate = E X 0.8118% 0.8118%

As disclosed in Note 38(a) to the consolidated financial
statements, Tranche A convertible bond was cancelled
upon completion of the disposal of Power Tool during
the year ended 31 December 2017.

Chinese Food and Beverage Group Limited EARREEER AR

Eog

A M MRM E38@QMTE - F

#b 7] #2 i% (& 25 72 Power Tool 2 & R &

E—t+tF T _A=+—"HBLFER=
A& FEH o
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34. CONVERTIBLE BONDS (Continued) 34. AR E S (&)

Tranche A Convertible Bond (Continued) Rt iR ES (&)

BE-_Z—N\F+_A=t+—"HBHER=-E
—tFt+-_A=+—"HItFEABRKE

The movements of the convertible bonds for the years
ended 31 December 2018 and 31 December 2017 are set

out below: HFZEBBMT
Liability Equity Total
=R iR 2 st
HK$'000 HK$'000 HK$'000

TR TR TR

At 1 January 2017 R-_E—t¥—H—H 97,781 914 98,695
Cancellation of Tranche A i SE AL TR R 1R 2R

Convertible Bond (Note 38(a)) (B 5£38(a)) (17,040) (914) (17.954)
Interest expense (Note 12) il 2 32 (Fft 5512) 14,256 - 14,256
Interest paid B F A (3,383) - (3,383)
Exchange realignment BE 5, 38 & 175 - 175
At 31 December 2017 and RZZE—tF+-A=+—HEK

1 January 2018 —E-N\F-A—H 91,789 = 91,789
Repayment BERAE (103,213) = (103,213)
Interest expense (Note 12) 2R sz (M 5512) 11,177 - 11,177
Exchange realignment BE i, 38 B 247 = 247

At 31 December 2018

R-ZZE-NF+=ZHF=+—H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

35. SHARE CAPITAL 35. K&
Number of
Par value ordinary
per share shares Amount
SREE TBERHE x|
HK$ ‘000 HK$'000
o T & FHETT
Authorised: ETE
At 31 December 2017 and R-ZE—LtERZE-NF
2018 +=ZB=+-—H 0.02 5,000,000 100,000
Issued and fully paid: BRTRkER:
At 1 January 2017 RNZE—+F—F—H 0.02 2,641,800 52,836
Placing of shares (Note) it & B (B 7)) 0.02 528,360 10,567
At 31 December 2017 and R-ZE-—tFER-ZZE-N\EF
2018 +=A=+—-H 0.02 3,170,160 63,403

Notes:

Pursuant to the Company’s announcement dated 19 July 2017
and 15 August 2017, the Company entered into a placing
agreement with a placing agent to place 528,360,000 placing
shares with the par value of HK$0.02 each at a price of HK$0.02
per placing shares to not less than six placees (the “Placing”).
The Placing has been completed on 15 August 2017.

The net proceeds from the Placing amounted to approximately
HK$10,033,000 and were used for (i) approximately
HK$3,395,000 for partial repayment of outstanding interest of
convertible bonds; (ii) approximately HK$3,249,000 for staff
costs and other administrative expenses; and (iii) approximately
HK$3,389,000 for settlement of accounts payable.

All the shares which were issued during the years rank pari
passu with the then existing shares in all respects.

Chinese Food and Beverage Group Limited EARREEER AR

it

BREARABEPR-Z—EFELATNAR
—Z2—tFNATHEBZAM  AAAE—
AREEREBIZEEGZ - ARATLRAH
# Mg A B 528,360,000 /% & A% EI1E0.02% 7T
ZEERD  BRAESRESK7N0.028 T
(RED -BEER=ZT—tFNATHH
TR °

Bt & BT 15 3% T8 JF %8 4 410,033,0007% T i
& T % 75 = A - () 493,395,0007% st A 1E
AMREBEBHFREERN S D ER ()L
3,249,000/ L A{EE TR AN R B 7T B R 2
X (iii) 473,389,0007% 7T F E 45 )8 E 1~ 51078 -

RERRTZAARNEAZRRERMNES
FEZERRFMAL
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For the year ended 31 December 2018 #HZE_=Z

B 7% ¥R M A

36. RETIREMENT BENEFITS PLANS

37.

Defined contribution plans

The Group operates a Mandatory Provident Fund
Scheme for all qualifying employees in Hong Kong. The
assets of the Schemes are held separately from those of
the Group, in funds under the control of trustees. The
Group contributes 5% of relevant payroll costs to the
Scheme, which contribution is matched by employees.

The total expense recognised in profit or loss from
continuing operations of approximately HK$826,000
(2017: approximately HK$1,250,000) represents
contributions payable to these plans by the Group at
rates specified in the rules of the plans.

As at 31 December 2018, contributions of approximately
HK$119,000 (31 2017: approximately
HK$124,000) due in respect of the year ended
31 December 2018 (2017) had not been paid over to the
plans. The amounts were paid subsequent to the end of
the reporting period.

December

DISPOSAL OF SUBSIDIARIES

(@) Disposal of Power Tool

On 16 August 2017, the Group disposed of
its 100% equity interests of Power Tool and
shareholder’s loan in the sum of approximately
HK$23,886,000, being the aggregate of all the
outstanding
Tool to Success Century, at a consideration of
HK$17,954,000. The net assets of Power Tool at the

indebtedness owing by Power

—NF+-A=1+—HIL=FE

36. BB ARG E

37.

EH ARG E

AEBERBEMAGERES KRG
HREEFE - Rt BEERANKE

BEDHRFKE UAEEAEENES
FA - AREFAZETEMFEL TERAN

5% 3K - MEBIRAFHFEHENR -

REZRRAZREFBLEELBZH
¥ AR RE #9826,0008 T(ZZE—+HF: 4
1,250,000 7T) 8 A~ & E iz FR 2 S a1 &l
2 #3 Bl $5 BB B9 tE 36 M) 5% 5 AT 8 A A 4
,TJXO

RZE—NF+-_A=+—H Bi&=
—E-NF(CE—+F)+=-A=1+—
B 1FFZ FE AT A 5049119,0008 7T (=
Tt F+_A=+—H:%124,000/8

To) AR M E BT - BERIBEER R

EHMR 2B o

H & Kt B 2 A

(@) HEPower Tool
RZZE—+tFENA+TRE &K

[ [ Success Century i & H R4
Power Tool Z100% % # LA & %)
23,886,000/ 7T ) fix R & K (BN
Power Tool#& R 2 & 8K B &
& 1H) X {E A17,954,0007% JT °
Power Tool A EH A 2 EE F A&

date of disposal were as follows: mR
HK$'000
T3 7T
Consideration: RE:
Tranche A Convertible Bond at BEEKAGTE 2R TR ES
amortised cost (Note 34) (B 5%34) 17,954
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

37. DISPOSAL OF SUBSIDIARIES (Continued)

(a)

Chinese Food and Beverage Group Limited

= B R (&)

Disposal of Power Tool (Continued) (@) HEPower Tool (&)
Pursuant to the deed of settlement signed by 1R #EGolden EvafiSuccess Century
Golden Eva and Success Century on 16 August RZZE—+FENATRBEED
2017, the consideration is settled by Success MEERE  RERXLEHEmEE
Century upon delivering the convertible bond FHBREFIAIRKRESE
certificate and the convertible bond instrument of AR K A] #2 iR {8 25 3L HE 1% B Success
the Tranche A Convertible Bond for cancellation. Century & i o b4 » TE2E 2 AN 7
In addition, Golden Eva paid aggregated ZIEA] + Golden EvaE [ Success
sum of HK$3,000,000 to Success Century as a Century 2 {7 42 883,000,000/% 7T -
compensation for all loss and damage suffered {E & B 18 Success Century R X HY
by Success Century prior to the execution of the FT A 18 K % 18 48 X % & Success
deed of settlement and reimbursement for Success Century B VAR K 7N o
Century’s legal costs.
Analysis of assets and liabilities over which ZHREEACEEREESI
control was lost
HK$'000
T TT
Current assets BB E
Interests in associates YN o 5,197
Other receivables H h & U R IE 6
Current liabilities B EAE
Trade and other payables B 5 & H N FRIE (2,487)
Amounts due to group companies BN EE AR FKIE (23,886)
Net liabilities disposed of HEaEFE (21,170)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

37. DISPOSAL OF SUBSIDIARIES (Continued) 37. HEKB AT (&)

(a) Disposal of Power Tool (Continued) (a) H &Power Tool (&)
Gain on disposal of Power Tool Hi & Power Tool Z i ##
HK$'000
FAB T
Consideration RE 17,954
Shareholder’s loan disposed BEHEBRRER (23,886)
Release of translation reserve of BRI E A RIE XA

associates (227)
Compensation and reimbursement to [ Success CenturyZ 858 R &

Success Century (3,000)
Net liabilities disposed of BEHEBEFE 21,170
Gain on disposal & s 12,011

Net cash outflow on disposal of Power Tool HiEPower Tool 2B £ i ) F#E
HK$'000
T T
Cash consideration received EREBESRE -
Compensation and reimbursement to A Success CenturyZ i (& & 1 8
Success Century (3,000)
(3,000)
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

37. DISPOSAL OF SUBSIDIARIES (Continued) 37. HEKB AT (&)

~ (b) Disposal of Loyal Wealth by HEHEE
@’ On 10 December 2018, the Group disposed of RZZE-—N\F+ZA+H ~&H
3) — its 100% equity interests of Loyal Wealth and & E R E 2 1009% AR 7 A & 4
— shareholder’s loan in the sum of approximately 71,883,0007% 7t ) A% R B 5K (BD &
HK$71,883,000 being the aggregate of all the RAIRARB 2 ENME R GKEIR
outstanding indebtedness owing by Loyal Wealth RERRRERZ 2B AREERE
to the Company and Wing Man Global Limited, 1H) - K{E 450,000 T ° HE R
a wholly-owned subsidiary of the Company, at a HEBH EEFEBMAT

consideration of approximately HK$50,000. The net
assets of Loyal Wealth at the date of disposal were

as follows:
HK$'000
T T

Consideration received: 2 WERKE:

Cash received B U EUR & 50
Analysis of assets and liabilities over which BHREAZEEREES
control was lost

HK$'000
T T

Current assets B EE

Other receivables H fth pE W 3k 1E 110

Current liabilities REEE

Trade and other payables B 5Kk HMENFHIE (1,680)

Amounts due to group companies FE T &= B R R FRIE (71,883)

Net liabilities disposed of HEBEBEFE (73,453)

236 Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

37. DISPOSAL OF SUBSIDIARIES (Continued) 37. HEKB AT (&)

(b) Disposal of Loyal Wealth (Continued) by HEHEE(E)
Gain on disposal of Loyal Wealth HEEEZ W

HK$'000
THE T
Consideration RE 50
Shareholder’s loan disposed BEHEBRERER (71,883)
Net liabilities disposed of BEHEBEFE 73,453
Gain on disposal B W s 1,620

Net cash inflow on disposal of Loyal Wealth HEEEZRE RAFH
HK$'000
FHET
Cash consideration received BEUWEIR &K E 50
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

38.

Chinese Food and Beverage Group Limited

RECONCILIATION OF LIABILITIES
ARISING FROM FINANCING ACTIVITIES

The table below details changes in the Group's liabilities

8. MEEHMELERB2ZHEK

TRENAEERETHAELRELZ

arising from financing activities, including both cash BEgHE BREeRIFRGEY - @
and non-cash changes. Liabilities arising from financing BEHMELANBERESRED AN
activities are those for which cash flow were, or future HRARBREREFENAEEEZER S
cashflows will be, classified in the Group's consolidated MEXRSHEABRETHNIRERENE
statement of cash flows as cash flows from financing f& o
activities.
Obligations
under  Amounts
Other Convertible finance due to joint
borrowings bonds leases ventures Total
gk MEEE RENAE
Hife & &% A GEFR @t
(Note 32) (Note 34) (Note 33) (Note 31)
(FaE32)  (MaE34)  (BEE33)  (PEE31)
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000
TEI THAT FET TEI THAT
At 1 January 2017 RZE—+F
—F—H 70,500 97,781 1,439 81,854 251,574
Changes from cash flows: HE) ?EZ
Repayment of other BEAMEE
borrowings (500) - - - (500)
Repayment of obligations BEREEEAE
under finance leases - - (569) - (569)
Advance from joint ventures K E EREMN
KB 2K - - - 16,657 16,657
Interest paid H & (1,899) (3,383) 32 - (5,314)
(2,399) (3,383) (601) 16,657 10,274
Non-cash changes: HEZEE) -
Cancellation of Tranche A T iE AT R R
Convertible Bond (Note 34) &% (ff1 £34) - (17,040) - - (17,040)
Interest expense (Note 12)  F BB (i 5£12) 1,899 14,256 32 - 16,187
Effect of foreign exchange rate J)EE R ZE) 2
changes 2 - 175 - - 175
1,899 (2,609) 32 - (678)
At 31 December 2017 R-ZZE—+F
—“RA=+—H 70,000 91,789 870 98,511 261,170
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBRERME

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

38. RECONCILIATION OF LIABILITIES 38 @EZBFfELEEZYE
ARISING FROM FINANCING ACTIVITIES (%)

(Continued)
Obligations Trade
under  Amounts  Amounts and other
Other Convertible finance due to joint  due to a payables -
borrowings bonds leases  ventures  director  accruals Total
ESREM
Hitr Rk MEHE ENSE EN-8 EAHE-
& e A LERE EFRE  EAEA st
(Note 32) (Note 34) (Note 33) (Note 31) (Note 31)
(Hi£32)  (HiaE34)  (MP&E33)  (FH&E31)  (RF&E31)
HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HK$'000  HKS$'000
TER TET TER TER TET TER TER

At 1 January 2018 RZE-N\F

Changes from cash flows: Henez %8

Proceeds from other HinEEMENE
borrowings

Repayment of other BREMEE
borrowings

Repayment of obligations ERMEHERE
under finance leases
Advance from directors REEEMHED
o
A

Repayment from joint venture & & ¥ &5k

Interest paid ERFE
Non-cash changes: FEEEE:
Repayment of other BREMEE
borrowings (Note 39) (B3 £39)
Repayment of convertible ERIRERE
bonds (Note 39) (B 5£39)
Repayment to joint ventures  (BEA & M EHIE
(Note 39) (M5E39)
Interest expense (Note 12) FIERY
(Fif5E12)
Effect of foreign exchange rate JMNEE R % &2
changes TE
At 31 December 2018 RZB-N\%¥
+-RA=1+-H
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

39. MAJOR NON-CASH TRANSACTION 9. FEFREXRSH

During the year ended 31 December 2018, the principal
amount and interest payment of CMS CB and certain
other borrowings of approximately HK$103,213,000 and
HK$3,920,000, respectively, have been settled by part of
the consideration from the Disposal paid by Coqueen to
the bondholders and the financial institution.

During the year ended 31 December 2018, Flame
Soar had declared interim dividends of approximately
HK$51,951,000. The dividends were settled by the amount
due to Flame Soar included in amount due to joint
ventures.

During the year ended 31 December 2018, the Company,
Coqueen, Professional Guide and Flame Soar (the “3rd
Parties”) entered into a memorandum of settlement,
pursuant to which the 3rd Parties agreed to offset
the amounts due to each others. After the offset, the
Group's amount due from joint ventures of approximately
HK$26,678,000 was set-off with the amount due to joint
ventures.

During the year ended 31 December 2018, the
reimbursement of interest on convertible bonds of
approximately HK$9,000,000 was received by Professional
Guide on behalf of the Company.

Chinese Food and Beverage Group Limited EARREEER AR

RBEE_ZT-N\F+-_HA=+—HL
FE HABASFUfREFNAEZR
MENFARETEMREED KD
103,213,0007% 7T % 3,920,000 7T * E &4
REREFKEARSBRBEEXNZH
EFTRZHBORELN -

REBEE_Z—NEFE+_A=+—H81t
% € Flame Soar T )k # Hi I8 B 4
51,951,000/ 7T  #& < A% B B2 & 1< Flame
Soar RIE(FFA N & & & X H) K
8H °

REBEE_ZE—\F+-_A=+—HILF
[+ ZNAFIEL A EE + Professional Guide
K Flame Soar ((B=FFIY—EHEE
Btk B F=FREEEENT
BERKRIE - HiFE  AEEREKEZ
1> 2 FXTH #4926,678,00078 L B2 RS & &
ERIBEEH o

REBEZZE - N\GF+A=+—HLHF
JE  Professional Guideft R AR 7] Y EL
B AT # i% & % F) B 499,000,000 7T °



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

40. OPERATING LEASE 40. REHE AR
The Group as lessee AEBEERERAA
At the end of the reporting period, the Group had RSB RE - AEERET A
commitments for future minimum lease payments under HIKEMHE 2 BB ARRKEHE S AR
non-cancellable operating leases which fall due as UNINE
follows:
2018 2017
—E-NF —ZE—+tF
HK$'000 HK$'000
THERT FAET
Within one year R—FR 7,309 1,170
In the second to fifth years inclusive S _FEFRHF
(BREEEMF) 2,551 106
9,860 1,276
Operating lease payments represent rentals payable by KEHENFERAEEENE TYWE
the Group for certain premises (including office property (BERAEVERER)NES - BLH
and restaurant).Leases are negotiated for an average KERERTHERAF(CE—+F: =
term of two years (2017: two years) and rentals are fixed F) - mMALFH _FEET(ZE—+
for an average of two years (2017: two years). F:25F)
41. PLEDGE OF ASSETS 4. EEERA

(@) At 31 December 2017, the Group’s CMS CB as
detailed in Note 34 to the consolidated financial
statements are secured by shares of certain
subsidiaries of the Company (the “Pledged
Subsidiaries”). Details of the transaction has
been disclosed in the Company’s circular dated
2 September 2014.

(@ R-B—tHFt+t-_A=t—H &
SEZHmEE 5 AR BRES (AR
BB MR EI4FL) HARF]
ZETHBAR(ZECERNE
DA Z B tEEH - R X HHFF
BERARBARAR -_FT—MOFN
AZBZ @K E -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

41.

PLEDGE OF ASSETS (Continued)

(a)

Chinese Food and Beverage Group Limited

(Continued)

The Pledged Subsidiaries have the following
assets recognised in the consolidated statement of
financial position as at 31 December 2017:

41. EEEF(E)
(a) (&)
R-ZE—+tF+=-_A=+—8 " %

FEEMME R NEE A MR
MAERRFEBNANTERREE:

2017

—F—tF

HK$'000

FAET

Plant and equipment 5 & 62
Deposits paid EffEe 20,000
Interests in joint ventures REEPLEER 71,220
Assets classified as held for sale DPHEABELEZEE 135,129
Trade and other receivables B 5 & H & W kI8 196
Bank balances and cash WITHERRE & 102
Amounts due from group companies  EU & B AR IE 134
226,843

Upon the settlement of the CMS CB, the shares
of the Pledged Subsidiaries have been released
during the year ended 31 December 2018.

At 31 December 2018, the Company has pledged
70% equity interests of Able Wind to secure an
other borrowing of HK$1,000,000 (2017: HK$Nil)
(Note 33).

EARREEERAR

REEEHBERESEME
ZEDHEANBATNRGOERN
HE-_ZT—N\F+-_A=+—8H1L
FEHRBIET -

b) R-ZZTE-NF+-_A=+—8H"
AR E R ET0% B 1F &
1,000,000 L (ZT—tF: TF
o) EMEE 2 R (M FE33) -



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

42. RELATED PARTY TRANSACTIONS

(a)

(b)

42. BBALTR F

Details of balances with related parties are (a) HEBEBMATE#BZEBREAHT
disclosed in Notes 31 and 32 to the consolidated 5K MY 31 R 32H F& -
financial statement.
The Group had the following material transactions AREBFANEBABALTBEATE
with related parties during the year: ARG :
2018 2017
—E-N\F —ZE—+tF
HK$'000 HK$'000
THERT T T
Interest expense paid to a XN TH—BEFEH
company controlled by a B AR H B R X
director 67 _
The transactions were conducted at terms and ZEXGHREBALT —BRARE
conditions mutually agreed between the relevant BIERRIGEHET EFRRZ
parties. The Directors are of the opinion that these EXGIREAEE - REBAHRE
related party transactions were conducted in the FEISL °
ordinary course of business of the Group.
Compensation of key management b) TEEEAENHMH

personnel

The key management of the Group comprises all
the Directors, details of their remuneration are
disclosed in Note 17 to the consolidated financial
statements. The remuneration of the Directors is
determined by the remuneration committee having
regard to the performance of individuals and
market trends.

AEBTEEEERLZBEES
MK BRERSEFHZF BN
EUMBHREAMEITRE -EFZ
FHM O RFHEZEELEEMEA
RENMMEBBRETE -
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
R U AR Y R

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

43. PRINCIPAL SUBSIDIARIES 43. T EME AT
A. General information of subsidiaries A, WMEARAIHN-REH
Details of the subsidiaries directly and indirectly ARABRBERREEZ REEF
held by the Company at the end of the reportin BZHBRABFBINHAT :
y pany P 9
periods are set out below:
Place of Paid up
Class of sharesincorporation/  issued share Proportion of Proportion of
Name of subsidiaries held operations capital ownership interest held by the Company voting power held by the Company Principal activities
BRfR
KELAZE FERRBEN iff/EE4% HREA ANAER RERARLA ANAREZRERLS TERH
Directly Indirectly Directly Indirectly
43 B ER [E3
2018 2017 2018 201 2018 200 2018 2017
Z8-N\F ZF-1F Z®-NF ZT-tF 3N CF-tEF D30 CF-1f
Magic Charming Investments Ordinary ~ BVI Usst - 100% - 100%  Securities investments
Limited
Magic Charming Investments 22k ARRLER  1ET E5hE
Limited
Million Spring Limited Ordinary ~ BVI/Hong Kong ~ US$1 - 100% - 100%  Securities investments
Million Spring Limited Bl KERREE/ 1% 25RE
Bt
Able Wind Ordinary ~ Hong Kong HKS100 - 80% - 80%  Catering business
28 B2k i3 10087
Megamillion Asia Limited Ordinary BV Usst - 100% - 100%  Investment
Megamillion Asia Limited LRk ABEREE 131 R&
Dining Plus Limited (‘Dining Plus") ~ Ordinary ~ Hong Kong HK$300,000 - 2% - 12%  Catering business
EEERAA(EE) B2k g% 300,000% 72 B9zH
Capital Incorporation Limited Ordinary ~ Hong Kong HKS! - 2% - 12%  Catering business
Capital Incorporation Limited EER 3 %7
Ever Profit Investment Group Ordinary -~ Hong Kong HKS! - 100% - 100%  Corporate
Limited adrministration
KBREEEERLT 22k 3 [l AAfR
Shiny Delight Limited Ordinary BV 581,000 - 100% - 100%  Investment holding
Shiny Delight Limited 22k EREREE  1000%7 RERR
Sky Wise Corporation Limited Ordinary ~ Hong Kong HK$100 - 100% - 100%  Corporate
FXERLA 22k B 10087 administration
QAR
Permanent Master Limited Ordinary BV US$1,000 - 100% - 100%  Investment holding
Permanent Master Limited EBR ZRRAER 1007 RERR
Union Sky Wealth Limited Ordinary ~ Hong Kong HK$100 - 100% - 100%  Catering business
BaxEARLA R ER 1007 ‘
Union Sunworld Limited Ordinary ~ Hong Kong HK$100 - 100% - 100%  Provision of
BAREERLA EBR F# 100%7 management
services
RUEERE
Rich Paragon Ordinary BV Usst - 100% - 100%  Investment holding
Rich Paragon LBk ARRLER  1ET RERR
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For the year ended 31 December 2018 #HE—Z

—NF+ZA=+—HILFE

43. PRINCIPAL SUBSIDIARIES (Continued)

A.

General
(Continued)

information of subsidiaries

The above table lists the subsidiaries of the Group

were held by the Company and which,

in the

opinion of the Directors, principally affected the
results or assets of the Group. To give details of

other subsidiaries would,

in the opinion of the

Directors, result in particulars of excessive length.

At the end of the reporting period, the Company
has other subsidiaries that are not material to the
Group. A majority of these subsidiaries incorporate
in the BVl and Hong Kong. The principal activities
of these subsidiaries are summarised as follows:

Principal activities

Principal place of
business

TEWE AR R

B AT —RER R

EREIARAFEREERA

EHEARSHEEENEEZAR
SEHBRA ° §$m% 12 4
EMmEBARMEFBEZERSER
BRILEK

RB|EHR - ARFHEME R E
BmMsLNTEANZHBRA - &
EWNBRATENEBRELES
REBEIMEIL - ZFHBE QA
ZEBEBHALT

Number of subsidiaries

FTEXK TEEXRME Mt A B BB
2018 2017
—E-N\&E —T—+F
Investment holding BVI 12 12
REER RERZES
Hong Kong 3 3
5B
Investment BVI 2 2
®E RERZES
Corporate administration Hong Kong 1 1
TEER 5B
Provision of management service Hong Kong 3 3
Inactive Hong Kong 2 3
TE B e
BVI 1 1
RERZES
24 25
None of the subsidiaries had any debt securities MERBRRNFRKIFREM
subsisting at the end of the year or at any time REFAEEMNEBES -

during the years.
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

43. PRINCIPAL SUBSIDIARIES (Continued)

B.

Chinese Food and Beverage Group Limited

Details of non-wholly owned subsidiaries
that have material non-controlling
interests

The table below shows details of non-wholly-owned
subsidiaries of the Group that have material non-

controlling interests:

Place of

incorporation and interests and voting rights
held by non-controlling

principal place of

Proportion of ownership

B.

43. T EMBLF (&)

BEEAFEREZNFES
EMBLRFE

TRIEBAEEREEAFER
BamEEENBARFS:

Profit (loss) allocated to non- Accumulated non-controlling

Name of subsidiaries  business interests controlling interests interests
aE B 3L 3t B FEREEFMEHERE IBREFERESN
WEAR AR TEEERH BERRRELH R (E58) R ERER
2018 2017 2018 2017 2018 2017
“E-NE —T+tF ZB-N\F _—T-+tF ZB-NF _—TLF
HK$'000 HK$'000 HK$'000 HK$'000
TR TET TR TET
Able Wind and its Hong Kong
subsidiary ("Able
Wind Group”) 20.00% 20.00% (8) 39 (741) (733)
KEREMEAR BE
(REEE])
Dining Plus and its Hong Kong
subsidiary ("Dining
Plus Group") 28.00% 28.00% 10 (855) (2,631) (2,641)
RERAMBARF Bk
(=858
2 (816) (3,372) (3,374)

Summarised financial information in respect of
each of the Group's subsidiaries that has material
non-controlling interests is set out below. The
summarised financial information below represents
amounts before intragroup eliminations.

EARREEERAR

ERSHREEERNFEREEN
AEBENBARNMBERME
FIE T - TXHBER R E
SEAYHENSE -
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For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

43. PRINCIPAL SUBSIDIARIES (Continued) 43. T EM BT (&)

B. Details of non-wholly owned subsidiaries B. BEEXRFERESZNIESR
that have material non-controlling EMBARFE(E)
interests (Continued)

Able Wind Group ®mEE
2018 2017
—E-N\F —E—+F
HK$'000 HK$'000
TERT FAT
Current assets B E E 1,982 9,484
Non-current assets EMBEE - 180
Current liabilities mEaE (5,688) (13,328)
Equity attributable to owners of EREEAAEGER
Able Wind (2,965) (2,931)
Non-controlling interests of Able &8 [&l FE 4% % 4 %5
Wind (741) (733)
2018 2017
—E-N\F T+t F
HK$'000 HK$'000
TER FHET
Revenue A 11,729 40,594
Expenses -2 (11,771) (40,398)
(Loss) profit for the year FA(EE) =T (42) 196
(Loss) profit and total LREAAEWN
comprehensive (expense) (BE)aMNE2E
income attributable to owners (FASZ) Wz 48 58
of Able Wind (34) 157
(Loss) profit and total LR IR R =
comprehensive (expense) FEfE (B 1) & A &2
income attributable to non- 2| (X)) W=
controlling interests of Able e
Wind (8) 39
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For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

U) @)

43. PRINCIPAL SUBSIDIARIES (Continued) 43. T EHE AT (&)
B. Details of non-wholly owned subsidiaries B. BEEXRFERESZNIESR
that have material non-controlling EMBARFE(E)
~ interests (Continued)
Able Wind Group (Continued) BEEE(E)

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

Dividends paid to non-controlling B/ &8 [& 3£ % i%
interests of Able Wind T 25 % B = -

Net cash outflow from operating &% /EB)IE & i th

activities F R (1,957) (2,368)
Net cash (outflow) inflow from "EEHR 2 O t)
investing activities mAEEE (921) 472

Net cash inflow from financing BMEEBHHRER

activities F R 1,567 2,347

Net cash (outflow) inflow BeORM)mAFRE 1,311) 451
Dining Plus Group EHEEH

2018 2017

—E-N\E —E—+tF

HK$'000 HK$'000

TET FABT

Current assets mENEE 220 574

Non-current assets FEREEE 154 521

Current liabilities mENAE (9,771) (10,527)

Equity attributable to owners of REBEBEARGESR

Dining Plus (6,766) (6,791)
Non-controlling interests of AR M =
Dining Plus (2,631) (2,641)

248 Chinese Food and Beverage Group Limited EARREEER AR



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

e R R RN

For the year ended 31 December 2018 #ZE_ZE—N\F+_A=1+—HILFE

43. PRINCIPAL SUBSIDIARIES (Continued)

B. Details of non-wholly owned subsidiaries B. BEEXRFERESZNIESR
that have material non-controlling EMBARFE(E)
interests (Continued)

Dining Plus Group (Continued) EELEE(E)
2018 2017
—E-N\F S
HK$'000 HK$'000
FHExT THT
Revenue e A 1,927 1,380
Expenses Fi X (1,892) (4,433)
Profit (loss) for the year FWom M (EE) 35 (3,053)
Profit (loss) and total SRR A B G T
comprehensive income (BE)ka2mikzs
(expense) attributable to (X)) 85
owners of Dining Plus 25 (2,198)
Profit (loss) and total ERRIEIEE S R
comprehensive income wmA(EE) 2 m|
(expense) attributable to non- Wz (RS ) a8
controlling interests of Dining
Plus 10 (855)
2018 2017
—ZE-N\F —E—+tF
HK$'000 HK$'000
FET T&T
Dividends paid to non-controlling B3 tEIFIT AR iE =S
interests of Dining Plus = - -
Net cash outflow from operating ~ &&/E#R LR H
activities F R (373) (1,531)
Net cash inflow (outflow) from BRERSH RSN
investing activities (it ) %58 328 (262)
Net cash inflow from financing BMEEHHEESRA
activities FEE - 1,766
Net cash outflow RE R FRE (45) (27)

43. T EM BT (&)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #Z_ZF—\F+_A=+—HILFE

44. STATEMENT OF FINANCIAL POSITION 44, ZATZHEMR AR EHE
AND RESERVES OF THE COMPANY
2018 2017
—E-)N\F —E—tF
Note HK$'000 HK$'000
B 5 F#&E T T& T
Non-current assets kRBEE
Plant and equipment BB R & 2 23
Investments in subsidiaries KRB AR ZIKE 70 78
Investments in joint ventures ReadbtxrzirE - 8
72 109
Current assets REBEE
Prepayment and deposits ERRIERES 45 1,485
Amounts due from JiE U B 1B R A
subsidiaries I (@) 60,036 213,909
Amount due from joint e a &R
ventures FE] - 26,374
Bank balances and cash RITEB MRS 120 883
60,201 242,651
Current liabilities REBEE
Other payables Eﬁﬂﬁé@ﬁ%\l 7,383 12,330
Other borrowings HEmEE - 40,000
Convertible bonds A A% & 5 - 91,789
Financial guarantee B 75 1R 595 4,300
Amounts due to subsidiaries XS NI E ] (a) 6,991 15,692
Amounts due to joint JERT& & b 3 5RIE
ventures 7,353 94,262
22,322 258,373
Net current assets (liabilities) TREEE(AE)FHE 37,879 (15,722)
Net assets (liabilities) EE(EB)RE 37,951 (15,613)
Capital and reserves EAXRFE
Share capital % 7 63,403 63,403
Reserves 1 (b) (25,452) (79,016)
Total surplus (deficits) 2 a5 (5 4L 37,951 (15,613)

The Company’s statement of financial position was
approved and authorised for issue by the board of directors
on 22 March 2019 and are signed on its behalf by:

RAEFHMRRAKREES
= T BRHtE R RETE X

ER=ZF—N

Chow Cheuk Hang

BET
Director

EF

Chinese Food and Beverage Group Limited

EARREEERAR

Wong Hei Man

ERF
Director

EF



NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #ZE_Z—\F+_A=+—HBILFE

44. STATEMENT OF FINANCIAL POSITION

AND RESERVES OF THE COMPANY

(Continued)

Notes:

(a) The amounts due from subsidiaries are unsecured,

interest-free and have no fixed repayment terms.

The amounts due to subsidiaries are unsecured, non-

interest bearing and repayable on demand.

(b)  The movements in the reserves of the Company during

the years are:

44. KRB 2 M BARRKRKHE
(#&)
fif 3 -

@) EHEMEBRRRIAREER
EEEEEDR -

BB RARRAREER  THE
WIR B KR EE -

b) ARRBFZHBEBWT:

Convertible
Share bonds Accumulated
premium reserve losses Total
CIE: Y
IR 43 & B BE5HEE AstEE At
HK$'000 HK$'000 HK$'000 HK$'000
TET FHT FET FET
At 1 January 2017 N-_TE—+F
—H—H 498,210 914 (553,123) (53999
Loss and total comprehensive FERNEE L
expense for the year >HEY @ - - (23,569) (23,569)
Release of convertible bond EMRT IR E S
reserve (Note 34) ( M:J' 5?34) _ (914) _ 914)
Transaction costs attributable it E (F & B 5E35)
to Placing (as defined in FE (5 32 Bk AR
Note 35) (534) - - (534)
At 31 December 2017 N-EFE—+4F
+=—A=+—H 497,676 - (576,692) (79,016)
Adjustments arising from initial BREREBH®
application of HKFRS 9 and LB EOE
HICFRS 15 BB R
FEISSRE A M T E - = 16,640 16,640
At 1 January 2018 (restated) N—E—-NF—H—H
(&) 497,676 - (560,052)  (62,376)
Profit and total comprehensive FERENEE2EKE
income for the year Pk-c] = - 36,924 36,924
At 31 December 2018 R=ZZB—N\EF
+=B=+—H 497,676 - (523,128) (25,452)
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NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
mEMBHRREE

For the year ended 31 December 2018 #H ZE—

45.

—NF+-A=+—HLFE

COMPARATIVE FIGURES 45. E B EF
During the year ended 31 December 2018, for enhancing REBEZE—ZT—N\F+-_A=+—HIF
the relevance of the presentation of the consolidated B RRES ?E\Hﬁﬁ%#ﬁ%EWFTZW
financial statements, reclassifications have been Al REeVBaRENEE L —FE
made to certain comparative figures presented in the ZETUHBRETEEHNHIE - FHEM]H
consolidated financial statements in respect of the RNEZZE2HFAETLER - Al - &
prior year to achieve comparability with the current BATHBEZ L RBFELIERET R
year's presentation. As a result, the following line items ABCERMBENT) UAHaRrFEZ
regarding comparative figures have been amended and 257
adjusted, together with the related notes to conform to
the current year’s presentations:
Previous
reported As restated
BE 2 BE5
HK$'000 HK$'000
FHET FHET
Consolidated Statement of FeaBm &k
Profit or Loss and other Ht2EWHEE
Comprehensive Income
Other gains and losses Efth W e & B 1B (Note)
(Bt =) 12,687 12,077
Impairment losses, net of WEEE - MRED (Note)
reversal (B %) — 610
Note: M5

“Impairment loss recognised in respect of trade receivables”
and “Reversal of impairment loss recognised in respect of other
receivables” were reclassified from “Other gains and losses” to
“Impairment losses, net of reversal”.

Chinese Food and Beverage Group Limited EARREEER AR

(7L 8 5 UK IR R R EE B R B
W FRE R R EBIRED B H A
Wk ERIEFOEEREREIE - MK
BmE] -
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