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

GEM has been positioned as a market designed to accommodate small and mid-sized companies to which a
higher investment risk may be attached than other companies listed on the Stock Exchange. Prospective investors
should be aware of the potential risks of investing in such companies and should make the decision to invest only
after due and careful consideration.

Given that the companies listed on GEM are generally small and mid-sized companies, there is a risk that
securities traded on GEM may be more susceptible to high market volatility than securities traded on the Main
Board and no assurance is given that there will be a liquid market in the securities traded on GEM.

Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited 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 (the “Directors”) of China E-Information Technology Group Limited (the “Company”)
collectively and individually accept full responsibility, includes particulars given in compliance with the Rules Governing the
Listing of Securities on GEM of The Stock Exchange of Hong Kong Limited for the purpose of giving information with regard to
the Company. The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and belief the
information contained in this report is accurate and complete in all material respects and not misleading or deceptive, and there
are no other matters the omission of which would make any statement herein or this report misleading.
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Management Discussion and Analysis

BEEWILN 7

FINANCIAL REVIEW

For the year ended 31 December 2018, the Group recorded
revenue of approximately HK$57,856,000 (2017: HK$52,757,000)
representing tuition fee revenue and sales of educational products.
Gross profit for the year under review was approximately
HK$28,964,000 (2017: HK$22,603,000), representing a gross
profit margin of 50.1% (2017: 42.8%) for the year under review.

During the year, cost of goods sold and services provided amounted
to approximately HK$28,892,000 (2017: HK$30,154,000)
representing the overheads incurred in the distance learning
courses.

Other income for the year under review was approximately
HK$15,176,000 (2017: HK$9,040,000) representing an interest
income of approximately HK$422,000 (2017: HK$203,000), a
sundry income of approximately HK$20,000 (2017: HK$200,000),
net exchange gain of approximately HK$nil (2017: HK$5,470,000),
reversal of impairment loss on other receivable of approximately
HK$nil (2017: HK$2,975,000), net realised gain on financial
assets at fair value through profit or loss of approximately HK$nil
(2017: HK$192,000), net unrealised gain on financial assets at
fair value through profit or loss of approximately HK$49,000
(2017: HK$nil), and fair value gain of contingent consideration
receivable of approximately HK$14,685,000 (2017: fair value loss
of HK$1,180,000).

Administrative expenses for the year under review were
approximately HK$61,519,000 (2017: HK$65,335,000), of which
staff related costs were approximately HK$18,302,000 (2017:
HK$18,467,000). Legal and professional fees were approximately
HK$12,263,000 (2017: HK$24,877,000) representing the costs
of conducting due diligences and obtaining financial advices with
ongoing projects.
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Management Discussion and Analysis

BEEWILN 7

Other losses for the year under review were approximately
HK$10,000 (2017: HK$3,079,000), representing, a net unrealised
losses on financial assets at fair value through profit or loss of
approximately HKS$nil (2017: HK$259,000), net exchange losses
of approximately HK$10,000 (2017: gains of approximately
HK$5,470,000), impairment loss on asset held for sale of
approximately HKS$nil (2017: HK$1,640,000) and fair value loss of
contingent consideration receivable of approximately HK$nil (2017:
HK$1,180,000).

The share of results of an associate of approximately
HK$3,628,000 (2017: HK$5,649,000) is contributed by an
associate, Beijing Youli Lianxu Technology Co., Ltd., (“Beijing
Youli”) which was acquired in April 2017.

No equity settled share-based payment were recognised for the
year under review as no share options were granted during 2018
(2017: approximately HK$28,905,000). In 2017, the Company
granted 330,000,000 Options to Grantees under the Company’s
Share Option Scheme adopted on 23 May 2011.

During the year, the Group made a provision for impairment loss
on investment in an associate, Beijing Youli, of approximately
HK$55,027,000 (2017: HKS$nil). The reason of recognising such
impairment losses is due to decreasing consumer spending
and general economic conditions. Recently, the threat of trade
war severely affected consumer confidence and economic
performance. Given that the success of the business of the
associate is ultimately depends on consumer spending, the
revenues and financial results are impacted to a significant extent
by economic conditions in China and globally. The consumer
spending is influenced by consumer perception of current
and future economic conditions, as the growth of the Chinese
economy has slowed recently, consumers are losing confidence
and sacrifice online shopping. Looking forward, the trade war may
further gloom the global economy.

Finance costs during the year were approximately HK$10,225,000
(2017: HK$6,370,000).
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Capital structure, liquidity and financial
resources

The Group financed its business operations mainly by cash
revenue generated internally from operating activities and additional
funds from exercise of share options. As at 31 December 2018,
the Group has current assets of approximately HK$174,398,000
(2017: HK$150,875,000), including bank balances and cash of
approximately HK$70,898,000 (2017: HK$20,767,000). Total
non-current assets of the Group amounted to approximately
HK$75,695,000 (2017: HK$110,491,000), representing property,
plant and equipment, financial assets at fair value through profit
or loss, investment in an associate and contingent consideration
receivable. Total assets of the Group amounted to approximately
HK$250,093,000 (2017: HK$261,366,000) as at 31 December
2018.

As at 31 December 2018, the Group did not have any
outstanding bank borrowing. Total current liabilities of the Group
were approximately HK$29,249,000 (2017: HK$28,330,000),
which mainly comprised trade and other payables. Total
liabilities of the Group were approximately HK$69,785,000
(2017: HK$58,641,000). As at 31 December 2018, the Group
had net assets of approximately HK$180,308,000 (2017:
HK$202,725,000).

Gearing ratio

Gearing ratio of the Group, as expressed as the ratio of total
liabilities to total assets, was approximately 0.28 as at 31
December 2018 (2017: 0.22).

Share Capital

As at 1 January 2018, the authorised share capital of the Company
was HK$5,000,000,000 divided into 50,000,000,000 shares of
HK$0.10 each and the issued share capital of the Company was
approximately HK$356,590,000 divided into 3,565,897,033 shares
of HK$0.10 each.

During the year, 185,400,000 shares were issued upon exercise of
shares options and share placement.

As at 31 December 2018, the authorised share capital of the
Company was HK$5,000,000,000 divided into 50,000,000,000
shares of HK$0.10 each and the issued share capital of the
Company was approximately HK$375,130,000 divided into
3,751,297,033 shares of HK$0.10 each.
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Management Discussion and Analysis
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Convertible Notes 2011

The Group had reached several agreements with the holders of
the Convertible Notes 2008 which became mature on 28 February
2011, and issued a promissory note for approximately HK$50
million for a settlement. In order to be able to raise sufficient
fund for the settlement, the Group issued two tranches of
convertible notes (“Convertible Notes 2011 A”) on 9 May 2011 and
(“Convertible Notes 2011 B”) on 11 May 2011.

The aggregate principal of Convertible Notes 2011 A amounted to
HK$89,999,934, bearing an interest of 1% per annum, maturing
in 36 months from the date of issue, and convertible into ordinary
shares at conversion price of HK$0.50 per share, subject to
adjustments.

The aggregate principal of Convertible Notes 2011 B amounted to
HK$36,200,000, bearing an interest of 1% per annum, maturing
in 6 months from the date of issue, and convertible into ordinary
shares at conversion price of HK$0.50 per share, subject to
adjustments. On 11 November 2011, the maturity date was
successfully postponed for another 6 months to 11 May 2012.
Upon maturity, the principal amount together with the interests due
were fully settled by a promissory note.

On 9 May 2014, the Company and the Subscribers entered into
the Subscription Agreements pursuant to which the Subscribers
have agreed to subscribe for, and the Company has agreed to
issue, the Convertible Notes (CN2016-1 to CN2016-5) in the
aggregate principal amount of HK$42,399,932, such that the
subscription moneys payable in connection with the Subscription
of such Convertible Notes would be set-off against the moneys
payable by the Company for redeeming the CN2011A in
accordance with the Payment Arrangement Deed and against
the Indebtedness owing by the Company to the Existing P-note
Holders at Completion.

The Convertible Notes 2011 A were fully set-off by the issuance

of Convertible Notes (CN2016-3, CN2016-4 and CN2016-5) on 6
June 2014.
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On 12 June 2014, the conversion rights attaching to the CN2016-
1, CN2016-2 and CN2016-3 have been exercised in full and
hence 231,076,922 shares have been issued.

On 13 June 2014, the conversion rights attaching to the
CN2016-4 and CN2016-5 have been exercised in full and
hence 95,076,399 shares have been issued. Hence, Convertible
Notes 2016 (CN2016-1, CN2016-2, CN2016-3, CN2016-4 and
CN2016-5) were fully converted.

On 21 July 2011, the Group entered into a subscription agreement
with a group of independent subscribers for the issuance of
some convertible notes in the aggregate principal amount of
HK$42,000,000, bearing an interest rate of 3% per annum,
maturing in 12 months from the date of issue, and convertible into
ordinary shares at conversion price of HK$0.50 per share, subject
to adjustments. Subsequently, the Group issued two tranches
of convertible notes (“Convertible Notes 2011 C”) on 25 August
2011 for the principal amount of HK$19,500,000 and (“Convertible
Notes 2011 D”) on 14 September 2011 for the principal amount of
HK$22,500,000. Of which, tranche C was fully converted in 2011.
On 10 September 2012, the maturity date of the tranche D was
postponed for another 6 months to 7 March 2013. On 7 March
2013, the maturity date of the tranche D was further postponed
for 12 months to 6 March 2014. As at 1 January 2014, the
outstanding principal amount of the Convertible Notes 2011 D was
HK$12,800,000.

On 6 March 2014, the Company has redeemed one of
the Convertible Notes 2011 D with the principal amount of
HK$10,000,000 in accordance with notice from the holder. The
Company is contacting the holder of the Convertible Notes 2011
D with the principal amount of HK$2,800,000 in order to settle the
convertible notes. As at 31 December 2018, the Company has not
received any reply or notice from the holder and the Company has
the funds available for settlement.
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Convertible Notes 2020

On 11 October 2016 and 24 October 2016, the Company
entered into the Sale and Purchase Agreement and Supplemental
Agreement with the Vendor in relation to the acquisition of 49%
equity interest in Beijing Youli Lianxu Technology Company Limited.

Completion of the issue of the Convertible Notes 2020 (CN2020)
in the aggregate principal amount of HK$91,581,000 have been
issued, of which HK$54,215,952 are issued to the company
nominated by Mr. Wang Peng and HK$37,365,048 are issued to
the company nominated by Mr. Ma Liejun took place on 25 April
2017.

As at 31 December 2018, the aggregate outstanding principal
amount of CN2020 was HK$54,948,600. The exercise in full of the
vested conversion rights would result in the issue and allotment of
230,876,471 new shares of the Company.

Foreign exchange exposure

Most of the Group’s assets, liabilities and transactions were
denominated in Hong Kong dollars and Renminbi. Although
the exchange rate between Hong Kong dollars and Renminbi
has been moderately changing, it remains relatively stable. As
the expenditure in PRC was covered by the sales in PRC, the
management considers that the Group has no significant foreign
exchange exposures. Foreign exchange risk arising from the
normal course of operations is considered as minimal. As at 31
December 2018, the Group has no foreign currency borrowings
and has not used any financial instrument for hedging the foreign
exchange risk.

Significant investments and material
acquisition

During the year ended 31 December 2018, no significant
investments were made by the Group (2017: The acquisition
of 49% shareholding interest in Beijing Youli Lianxu Technology
Company Limited (“Beijing Youli”)).
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Contingent liabilities and charges on the
Group’s assets

There were no significant contingent liabilities or charges on the
Group’s assets as at 31 December 2018 (2017: Nil).

OPERATIONAL OVERVIEW

The Group is principally engaged in the provision of an internet
platform for the facilitation of education program in Chinese
medicine and other advisory and training programs.

On 1 July 2010, the Joint Construction of Network Education
College of Beijing University of Chinese Medicine Agreement
(IR B ER2REHE 20k E)("Joint Construction
Agreement”) entered into between Beijing University of Chinese
Medicine (4t R E %K E) and Hunan IIN Medical Network
Technology Development Co., Ltd. (“Hunan IIN Medical”),
a subsidiary of IIN Medical (BVI), was successfully renewed. In
accordance with the Joint Construction Agreement, Hunan IIN
Medical’s entitlement to share 60% of the profits of Distance
Education College of Beijing University of Chinese Medicine
(bR g w K2R A 207 ) (“‘Distance Education College”)
is reduced to 51% profit-sharing percentage during the year
2010 while all other terms and conditions thereunder are not less
favourable than those under the Joint Construction Agreement.

On 14 April 2015, Hunan IIN Medical, a wholly-owned subsidiary
of the Company, entered into a supplemental agreement (the
“Agreement”) with the Beijing University of Chinese Medicine
(bR EzE A E) (“BUCM”) for amending the agreement dated
29th June 2010 signed between them. Pursuant to the Agreement,
Hunan IIN Medical will pass its daily business management and
administrative management in respect of the Distance Education
College of the Beijing University of Chinese Medicine (4t 7 A28 %
KERIZHE PR ) (the “Distance Education College”) to BUCM.

This arrangement is primarily made for the purpose of consolidating
the daily business management and administrative management of
the Distance Education College, so as to reduce operating costs
and increase revenue, fully leverage the advantages of both parties
in their respective areas, and lay a solid foundation for overall
expansion in the future.
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Management Discussion and Analysis

BEEWILN 7

On 26 January 2018, a Placing Agreement was entered into
between the Company and the Placing Agent, pursuant to
which the Company has appointed the Placing Agent to procure
altogether not less than six Placees, on a best effort basis, for
subscribing up to an aggregate of 330,000,000 Placing Shares at
HK$0.35 per Placing Share. On 9 February 2018, the Company
and the Placing Agent entered into a supplemental agreement
(the “Supplemental Agreement”) for amending the terms of the
Placing Agreement, pursuant to which the deadline for fulfilment of
the conditions to completion of the Placing (the “Long Stop Date”)
has been postponed from 9 February 2018 to 23 February 2018.
For detailed information regarding the Placing Agreement and
Supplemental Agreement, please refer to the announcement of the
Company dated 26 January 2018 and 9 February 2018.

On 27 February 2018, 130,000,000 Placing Shares have been
successfully placed to not less than six Placees at the Placing
Price of HK$0.35 per Placing Share pursuant to the terms
and conditions of the Placing Agreement (as amended by the
Supplemental Agreement). For detailed information regarding the
completion of the Placing, please refer to the announcement of the
Company dated 27 February 2018.

On 23 March 2018, the Group entered into an agreement
pursuant to which the seller Million Forever Limited agreed to sell
the 45% shares of Business Harbour Limited to the original seller
Happy Leisure Corp. which offered to repurchase the shares at
a consideration of HK$38 million satisfied by cash. The disposal
was completed in March 2018 and the Group, as a result, incurred
a loss of approximately HK$1.6 million. For detailed information,
please refer to the announcement of the Company dated 21
September 2018.

Given that there is tremendous growth potential of Chinese
medicine market in Singapore, the Group has established a
subsidiary “Sinzhongyi Consultancy PTE. Ltd.” in Singapore on
28 June 2018. In future, the Group intends to establish a Chinese
medicine health center and training center in Singapore.
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In December 2018, the Company, Ocean Investment Asset
Management GP Limited and Ocean Investment New Energy Fund
LP entered into the Exempted Limited Partnership Agreement in
relation to the Limited Partnership for carrying out investments.
The Limited Partnership will primarily invest in new energy (including
coal-to-liquids), big data, new materials, energy conservation
and environmental protection, internet, medical, consumption
upgrade. The Company agreed to subscribe and make a total of
HK$15,000,000 capital contribution into the Limited Partnership.
The termination date of the Limited Partnership and investment
period shall be 4 years from the Initial Closing Date (i.e. 18
December 2018), subject to an extension for a 2-years period with
the prior consent of the Investment Committee. The expected
return of such investment is 6.5% per annum.

The e-learning business remained the core business of the Group
in 2018. In future, the Company will continue to look for other
attractive investments in the PRC and locally in an attempt to
diversify into different business areas to reduce the reliance upon
existing e-learning business and strengthen the positive cash flow
and earnings for the Group in the long run.

On 21 January 2019, the special resolution was not passed at
the Extraordinary General Meeting (“EGM”) in relation to adopt
the Company’s new memorandum and articles of association in
substitution for and to the exclusion of the existing memorandum
and articles of association of the Company. For detailed information
regarding the special resolution, please refer to the announcement
of the Company dated 28 December 2018 and 21 January 2019.

On 25 March 2019, the special resolution was not passed at the
EGM in relation to adopt the Company’s new memorandum and
articles of association in substitution for and to the exclusion of the
existing memorandum and articles of association of the Company.
For detailed information regarding the special resolution, please
refer to the announcement of the Company dated 20 February
2019 and 25 March 2019.
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Management Discussion and Analysis

BEEWILN 7

Employee Information

For the year under review, the total staff costs amounted
to approximately HK$18,302,000 (2017: HK$45,745,000),
representing an decrease of approximately HK$27,443,000 over
the previous year.

The salaries and benefits of the Group’s employees were kept at
a market level and employees were rewarded on a performance
related basis within the general framework of the Group’s salary
and bonus system, which is reviewed annually. Staff benefits
include contribution to the mandatory provident fund and share
options. No share options were granted to employees of the Group
in the current year (2017: 330,000,000 options were granted by
the Company to Grantees under the Company’s Share Option
Scheme adopted on 23 May 2011.)

PROSPECTS

The Group’s existing e-learning business will remain the core
business and main cash generator in the near future. This business
is expected to grow in a rather stable manner.

Furthermore, the Group will implement certain cost-effective
measures to streamline the operation so as to enhance the
profitability and value of this e-learning business. The Company
will continue to look for opportunities for our existing business,
particularly in developing both vertically and horizontally within the
Group’s existing medical education platform, expanding further into
our service network, increase the shareholders’ value and reduce
business risk.

In addition, the Company will continue to look for other attractive
investments in the PRC and locally in an attempt to diversify into
different business areas to reduce the reliance upon existing
e-learning business and strengthen the positive cash flow and
earnings for the Group in the long run.
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Biographical Details of Directors and Senior Management

EEREREEAERBRE

EXECUTIVE DIRECTOR

Mr. Yuan Wei (“Mr. Yuan”), aged 47, was appointed as an
executive director of the Company on 19 November 2013 and
further appointed as the authorised representative and compliance
officer of the Company on 14 February 2014. Mr. Yuan has also
been appointed as the chief executive officer of the Company on
3 May 2018. Mr. Yuan holds an associate degree in Heilongjiang
Academy of Finance and Management for Comrades (28T & &1
B EpE IR ERy). He joined the Beiing Commercial Bank (1t ;i
PEEERTT) in 1993 and worked for 12 years. He left the position of
manager at the credit department of the Beijing Commercial Bank
in 2005. Mr. Yuan then engaged in the finance-related business
and has gained over 20 years of experience in the financial and
banking sector. Mr. Yuan is mainly responsible for the strategy
formulation of the Company. Save as disclosed herein, Mr. Yuan
did not hold any directorships in any listed public company in the
last three years.

Ms. Zhang Jianxin (“Ms. Zhang”), aged 51, was appointed as
an executive Director on 13 July 2016.

Ms. Zhang Jianxin, graduated from the Central Radio and
Television University in accounting in 2003, and obtained the
Senior International Finance Manager Qualification Certificate
from International Financial Management Association and China
Association of Chief Financial Officers in 2008. From July 2007
to August 2013, Ms. Zhang was the financial controller of Beijing
Hua Tuo Education Technology Company Limited, a wholly own
subsidiary of the Company. Since September 2013, Ms. Zhang
has been the director of Hunan IIN Medical Network Technology
Development Company Limited (415 B 51l 28 @ M 48 Rl A2 A
B2 A 7)), a wholly own subsidiary of the Company. She is also
the director of Distance Education College of Beijing University of
Chinese Medicine (1t ;A & % K 2R 2 20 A 2 [57), a non-wholly
owned subsidiary of the Company. Save as disclosed above,
Ms. Zhang does not hold any position with the Company and its
subsidiaries and she does not hold any directorship in other listed
companies nor has any other major appointment or qualification in
the last three years.
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Biographical Details of Directors and Senior Management

EEREREEAERBRE

Mr. Zheng Zhijing (“Mr. Zheng”), aged 56, was appointed as
executive director of the Company on 16 May 2017.

Mr. Zheng obtained Economics Law degree from Beijing College
Finance and Commerce (It R EA*E £p5). Mr. Zheng has extensive
experience in the management field. Mr. Zheng does not hold any
position with the Company and its subsidiaries and he does not
hold any directorship in other listed companies nor has any other
major appointment or qualification in the last three years.

Ms. Lin Yan (“Ms. Lin”), aged 36, was appointed as executive
director of the Company on 16 May 2017.

Ms. Lin graduated from Finance and Accounting of Fujian Normal
University ({fg22AM#3 A 22). Ms. Lin has extensive experience in the
finance, accounting and management field. Ms. Lin does not hold
any position with the Company and its subsidiaries and she does
not hold any directorship in other listed companies nor has any
other major appointment or qualification in the last three years.

Ms. Wong Hiu Pui (“Ms. Wong"), aged 30, was appointed as
executive director of the Company on 31 August 2017.

Ms. Wong obtained a Master of Corporate Communication degree
from The Chinese University of Hong Kong and a Bachelor of
Advertising degree from Renmin University of China. Ms. Wong
has been working in the Corporate Banking Division of China
Construction Bank (Asia) Corporation Limited since September
2014. Prior to that, she worked in financial institutions, assisting
in human resources duties and providing financial services and
solutions to clients. Ms. Wong has not held directorships in the last
three years in public companies the securities of which are listed
on any securities market in Hong Kong or overseas.
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INDEPENDENT NON-EXECUTIVE
DIRECTORS

Ms. Lu Xiaowei (“Ms. Lu"), aged 49, was appointed as
independent non-executive director of the Company on 11
December 2017.

Ms. Lu obtained a bachelor of medicine degree from Harbin
Medical University, majoring in nursing. Ms. Lu has been the head
of the teaching material department and the home care department
of Beijing Baocare Yangyi Technology Co., Ltd. (At 5 £ J3 2= Ei F}
oA RS 7)) since April 2013, Prior to that, she has been engaged
in clinical nursing for nearly 30 years since 1987 and has extensive
experience in clinical medicine and clinical nursing. She had acted
as a head nurse for 13 years and has strong management skills.
She obtained the National Advanced Nutritionist qualification
in September 2010. During the work at Beijing Baocare Yangyi
Technology Co., Ltd., she, together with colleagues, complied
elderly care teaching materials and an ISO 9001 quality certification
manual for the quality management of elderly care institutions,
and developed and established a large professional elderly care
platform with independent intellectual property rights — “BAOCARE
Elderly Care System”. She was also involved in an elderly self-care
ability rating assessment organised by the Ministry of Civil Affairs
of the PRC. Ms. Lu has not held directorships in the last three
years in public companies the securities of which are listed on any
securities market in Hong Kong or overseas.
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Mr. Tang Jiuda (“Mr. Tang”), aged 49, was appointed as
an independent non-executive director, member of the audit
committee and member of the remuneration committee of the
Company on 17 April 2018.

Mr. Tang obtained a bachelor’s degree in economics from Renmin
University of China in 1994 and a master’s degree in management
from Central University of Finance and Economics in 2014. He
is currently a senior accountant, Certified Public Accountant and
Certified Public Valuer of the PRC. Mr. Tang has been engaged in
research of state-owned assets and capital market management
for 25 years and has accumulated extensive experience in
finance management, investment management, capital operation,
corporate legal person structure governance and shareholding
reform and listing. From 1994 to 1996, Mr. Tang worked at Haidian
District Finance Bureau of Beijing Municipality and Haidian District
State-owned Assets Administration Bureau of Beijing Municipality,
responsible for financial budgeting and reporting, basic state-
owned assets administration and registration of ownership and
verification of assets of enterprises not within the scope of budgets
in Haidian District, Beijing. From 1996 to 1999, Mr. Tang worked at
the finance department of the State-owned Assets Administration
Bureau under the State Council of the PRC, serving successively
as deputy principal staff member and principal staff member of the
general section, the local section and the asset appraisal centre.
From 1999 to 2001, Mr. Tang joined Beijing Zhaokun Assets
Appraisal Firm Co., Ltd. (b K E ERF A E BB R A R) as
deputy general manager and chief valuer. Mr. Tang has been a
senior accountant at Beijing Zhongshui Xincheng Accounting Firm
(b 7 7 Bt {3 3 & 5t 8 = 75 B7) and Beijing Zhongkuai Xincheng
Accounting Firm (It ] & @ 1= 3 @ 5t B 5 7% A7) since 2001,
responsible for corporate development planning, strategic research
and finance management. Mr. Tang has not held any directorship
in any public company the securities of which are listed on any
securities market in Hong Kong or overseas in the past three
years.
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Ms. Yang Qingchun (“Ms. Yang”), aged 49, was appointed as
an independent non-executive director, the chairman of the audit
committee, member of the nomination committee and member of
the remuneration committee of the Company on 2 August 2018.

Ms. Yang obtained a college diploma in industrial enterprise
management from Shaanxi Radio and Television University in July
1991, a bachelor’s degree in economics from the Open College of
the Central Communist Party School in December 1994, and an
advanced professional qualification certificate in financial management
from University of Cambridge in May 2013. Ms. Yang is currently a
member of The Association of Chartered Certified Accountants and
the Certified Practising Accountant Australia, a certified intermediate
accountant in the PRC, a certified tax agent in the PRC and a
certified tax planner in the PRC. Ms. Yang has been engaged in
financial work for 28 years and has the ability to engage in financial
management work, domestic and overseas tax planning and financial
risk assessment and review for all kinds of companies. In addition,
Ms. Yang has also accumulated extensive experience in investment,
financing, mergers and acquisitions and listing. From 1991 to 1994,
Ms. Yang worked at state-owned Qinling Electric Appliance Company
under the Aerospace Ministry of the PRC (71 B fiii Z= i K 2B B & &=
25 & 22 2 7)), where she was responsible for managing its financial
matters. From 1994 to 2002, Ms. Yang worked at Shenzhen Tianii
Technical Tracing Co., Ltd. (#&IIITh KiEEHE A R A 7)) as financial
manager. Ms. Yang established Shenzhen Saibao Financial Agency
Co., Ltd. (Y EBE AR IEAR AR in 2002 and served as its
authorised representative, responsible for its operation and providing
financial and taxation services to clients. From 2004 to 2007, Ms.
Yang worked at Shenzhen Bohai Registered Tax Agent Co., Ltd. (&3]
TiEETH KM= %ET AR A 7)) as partner, responsible for providing
taxation, accounting and assessment services to clients. Ms. Yang
has been a headquarters partner of Asia-Pacific PengSheng CTA Co.,
Ltd. (G2 ABEEX A S ANE IS FTA% 15 B BR A &) since 2007, responsible
for its operation and providing tax related services to clients. Ms. Yang
has not held directorships in the last three years in public companies
the securities of which are listed on any securities market in Hong
Kong or overseas.
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SENIOR MANAGEMENT

Ms. Wang Hui (“Ms. Wang”), aged 53, is the deputy chief
executive officer of the Company. She was appointed as an
executive director on 10 July 2008. With effect from 10 June 2010,
Ms. Wang resigned as executive director and has been appointed
as chief executive officer of the Company. On 3 May 2018, she
was re-designated from the chief executive officer to the deputy
chief executive officer of the Company.

Ms. Wang holds a Master’s degree in Finance and Investment from
Renmin University of China and a Bachelor’'s degree in Design
of Machine Manufacturing Equipment from Anhui University of
Technology and Science. Ms. Wang has previously worked in an
investment management company, a technology company and
an online education training company as a member of the senior
management. She has extensive experience in strategic planning,
investment management and online education operation. Ms.
Wang is the director of Distance Education College of Beijing
University of Chinese Medicine(dt R B8 &E A iR F2 B Ef ), a
non-wholly owned subsidiary of the Company.

Ms. Wang did not hold any directorships in any listed public
company in the last three years.
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Report of the Directors

ESERE

The board (the “Board”) of directors (the “Directors”) of China
E-Information Technology Group Limited (the “Company”) presents
herewith the annual report together with the audited consolidated
financial statements of the Company and its subsidiaries (the
“Group”) for the year ended 31 December 2018.

PRINCIPAL ACTIVITIES

The principal activity of the Company is investment holding. Details
of the principal activities of the Company’s subsidiaries are set out
in note 38 to the consolidated financial statements.

RESULTS AND DIVIDEND

The Group’s results for the year ended 31 December 2018 and
the state of affairs of the Group as at that date are set out in the
consolidated financial statements on pages 84 to 192.

The Directors do not recommend payment of any final dividend in
respect of the reporting year (2017: Nil).

SUMMARY FINANCIAL INFORMATION

The following is a summary of the audited consolidated results of
the Group for each of the five years ended 31 December 2018
prepared on the basis set out in the note below:

TEBEREENRERRERAR(ARRANES
TEx)e((EFg )ERREARAREMELR
A AEEDBEE T N\F+_A=1t—HILF
B2 FEwEMEERRAMB®RE -

FEXR

ARRZ EBEBRIREEZER  ARRMBARZE
BEBGHBHNRE MRS -

FERKRE

AEEBZ_T-N\F+_A=+—BILFEZ¥
ANAKENZ B 2 BRNBNFBIE1928 247
B -

# S TR RAE TR EAAMRE(ZF—t
1 3)

MBERBE

NTRETXWEMBEERE 2 AEEEE
—N\F+ZA=+—B I AEFERFREZELE
EEME

Foll

=
AN
=

2018 2017 2016 2015 2014

—E-N\E§ ZE—tF ZERE ZE-REF —T-mF

HK$'000 HK$'000 HK$'000 HK$'000 HK$'000

TAR FET FHET THET THEL

Revenue REFELEEBIIMA 57,856 52,757 46,277 45,701 47,474
Loss before tax REHELE

BRERIER 79,013 66,397 140,851 33,187 47 417

Loss after tax BRI EE 79,013 66,397 140,851 33,187 47,417

Total assets BEEE 250,093 261,366 195,531 227,191 366,888

Total liabilities et 69,785 58,641 41,956 49,483 54,001
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PROPERTY, PLANT AND EQUIPMENT

Movements of property, plant and equipment are set out in note
17 to the consolidated financial statements.

SUBSIDIARIES

Particulars of the Company’s subsidiaries are set out in note 38 to
the consolidated financial statements.

SHARE CAPITAL AND SHARE OPTIONS

Details of the Company’s share capital and share options during
the year are set out in notes 26 and 34 to the consolidated
financial statements respectively.

CONVERTIBLE NOTES

Details of movements in the Company’s convertible notes during
the year are set out in note 28 to the consolidated financial
statements.

RESERVES

Details of the movements in the reserves of the Group and of the
Company during the year are set out in the consolidated statement
of changes in equity on page 88 and note 27 to the consolidated
financial statement respectively.

DISTRIBUTABLE RESERVES

As at 31 December 2018, the Company did not have any reserve
available for cash distribution (2017: Nil). In accordance with
the laws of the Cayman Islands and the Company’s Articles
of Association, the Company’s share premium account is
distributable to the shareholders of the Company provided that
immediately following the date on which the dividend is proposed
to be distributed, the Company will be in a position to pay off its
debt as they fall due in the ordinary course of business. The share
premium may also be distributed in the form of fully paid bonus
shares.
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PRE-EMPTIVE RIGHTS

There are no provisions of pre-emptive rights under the Company’s
Articles of Association or the laws of the Cayman Islands which
oblige the Company to offer new shares on a pro rata basis to
existing shareholders.

SUFFICIENCY OF PUBLIC FLOAT

The Company has maintained a sufficient public float throughout
the year ended 31 December 2018.

MANAGEMENT CONTRACT

The Group and the Company did not have any management
services contract for the years ended 31 December 2018 and
2017.

CHARITABLE DONATIONS

During the year, the Group did not have any charitable donations
(2017: Nil).

MAJOR CUSTOMERS AND
SUPPLIERS

The percentages of sales and purchases for the year attributable
to the Group’s major customers and suppliers are as follows:

BT IEE

K"ﬂiﬂﬁ‘}iﬁﬁzﬂi BistHESBHE AT EABEL
BRI 2 630 MEARRBIRLLMEIR A REREE
D ©

EHANTERE

REBE-Z-/\Ft-_A=+—HALEEFER K
RR—HEF R RRFHE -

BEEH
BE-T-\FR-F—tFT-A=t—ALF
# ARERAD SR EAERRBAL

FA AKEWLERERR(ZFT—1LF : &)

TEFFRMAES

AEBZEREP RHEERFAMGHEE RKRBE
BT

2018 2017
—E-N\F —E—+F
Revenue ON
— The largest customer — BAEP n/a T3 A n/a i@ A
— Five largest customers — AREF n/a FiE A n/a i@ A
Cost of goods sold HEEm
and services provided RIR AR = A A
— The largest services provider — BEARRFGHER 29% 25%
— Five largest services providers — AR HAER 76% 52%

Students are our major customers. It is therefore not applicable to
provide the largest and the five largest customers’ percentages on
our revenue income.

BEREMNEETF A NMNERAREREAKRR
REPRASEWAMIEBEDLL

—Z— \F4£4$ - Annual Report 2018 23



Report of the Directors

ESERE

None of the Directors, their associates or shareholders (which
to the knowledge of the Directors own more than 5% of the
Company’s share capital) had an interest in the major customers or
service providers noted above.

DIRECTORS

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

Executive Director

Mr. Yuan Wei

Ms. Zhang Jianxin
Mr. Zheng Zhijing
Ms. Lin Yan

Ms. Wong Hiu Pui

Independent Non-Executive Directors

Ms. Lu Xiaowei

Mr. Wang Xinsheng (resigned on 17 April 2018)
Mr. Li Qunsheng (resigned on 2 August 2018)

Mr. Tang Jiuda (appointed on 17 April 2018)

Ms. Yang Qingchun (appointed on 2 August 2018)

The Company has received from each of the independent non-
executive directors the annual confirmation of independence
pursuant to Rule 5.09 of the GEM Listing Rules and considers that
all independent non-executive directors are independent to the
Group in accordance with the terms of the guidelines as set out in
Rule 5.09 of the GEM Listing Rules.

BEE REZHEATIRRBESAAFAL
NASWIA L2 A BB Ll BE P Sk ARTS L
PR EA (E i -

S

ARBRMBFEARBEERAREARHZESTNOT ¢
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SREFT L
WERTE
ez +
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BULFHTESE

EER L

FHERER T N\FOA+LBEE)
FREEEVR-Z-N\FN\AZHEHD)
BRERE(M T/ \FOA++EHLE)
BEEXET(R-_F—-\FNAZHLE)

ARRIEWE| BB IFRNTE FILRGEM LR A
FE5.09GAEBIEMBR 2 FEER L AR AR
EGEM LT AR RIS 5.00fRFTEIIE 51 R 2R3 2888
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In accordance with Article 87 of the Company’s Articles of
Association, Mr. Tang Jiuda, Ms. Yang Qingchun and Ms. Zhang
Jianxin will retire at the forthcoming annual general meeting of the
Company and, being eligible, offer themselves for re-election.

DIRECTORS’ SERVICE CONTRACTS

Mr. Yuan Wei, the executive director, has entered into service
contract with the Company for a term of three years. This service
contract may be terminated by either party giving not less than
three months’ notice to the other party.

Ms. Zhang Jianxin, the executive director, has entered into service
contract with the Company for a term of three years. This service
contract may be terminated by either parties giving not less than
three months’ notice to the other party.

Ms. Yang Qingchun, the independent non-executive director, has
not been appointed for a fixed term of service.

Mr. Tang Jiuda, the independent non-executive director, has not
been appointed for a fixed term of service.

Ms. Lu Xiaowei, the independent non-executive director, has not
been appointed for a fixed term of service.

Mr. Zheng Zhijing, the executive director, has not been appointed
for a fixed term of service.

Ms Lin Yan, the executive director, has not been appointed for a
fixed term of service.

Ms. Wong Hiu Pui, the executive director, has not been appointed
for a fixed term of service.

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

REARBMBERMAFESTIR SFELLE BE
BRERRERLLEHARARFARERRBFAE
FRE- U EERMEREEEE-

ESRBESH

HITEERBALCHEARBTLRE AL FHR
=F BB EHNNBHEF—TRHTRT IR =
EABAMAL L -

HITESREN XL BARRRIZRBEL - FH
R=F -ZRBANABET—HTAETET IR
—fERBMMA L -

BYFNTERHERL L 2 ZEWEE T REH
fR o

BIAFPTEFSTERE IR TLEE T RS
fR o

B IFITE S ERR L T 2 REY EE E RS
fR o
HITEFEERTE 2 R EE T RF IR -
MITESE M 2+ 7 R B E RIGHIR -

HTEFIRARL 2 AW EETRBHHR -

HEEERRBFAS LEZRABEETZES HE
EARRBFT L ARAR —FA T EECEERER
SN RIS I 2 IRIGE K -

—Z— \F4£4$ - Annual Report 2018 25



Report of the Directors

ESERE

DIRECTORS’ INTERESTS IN
CONTRACTS

No contracts of significance 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 at the end of the
year or at any time during the year.

PERMITTED INDEMNITY PROVISION

The Company has arranged for appropriate insurance cover
for Director’s and officers’ liabilities in respect of legal actions
against its Directors and senior management arising out of
corporate activities. The permitted indemnity provision is in force
for the benefit of the Directors as required by section 470 of the
Companies Ordinance (Chapter 622, Laws of Hong Kong) when
the Report of the Board of the Directors prepared by the Directors
is approved in accordance with section 391(1)(a) of the Companies
Ordinance (Chapter 622, Laws of Hong Kong).

DIRECTORS’ REMUNERATION AND
THE FIVE HIGHEST PAID EMPLOYEES

Details of the remuneration of the Directors and the five highest
paid employees in the Group are set out in note 12 to the
consolidated financial statements.

REMUNERATION POLICY

The Group remunerates its employees, including its Directors,
based on their performance, experience and prevailing market
rate. Other employee benefits include insurance and medical cover
as well as share option scheme. Details of share option scheme
are set out in note 34 to the consolidated financial statements.

The determination of remuneration of the Directors of the
Company had taken into consideration of their expertise and job
specifications.
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SHARE OPTIONS SCHEME

A new share option scheme was approved and adopted in the
Annual General Meeting of the Company on 23 May 2011. No
share options were granted during the year. On 17 May 2017,
the Company granted 330,000,000 share options to individuals
under the Company’s share option scheme adopted on 23 May
2011. Details of share option scheme are set out in note 34 to the
consolidated financial statements.

DIRECTORS’ AND CHIEF
EXECUTIVES’ INTERESTS IN SHARES
AND SHARE OPTIONS

As at 31 December 2018, the interests and short positions of
the Directors or chief executive of the Company in the shares,
underlying shares and debentures of the Company and its
associated corporations (within the meaning of Part XV of the
Securities and Futures Ordinance (the “SFO”)), which were required
(a) to be notified to the Company and the Stock Exchange
pursuant to Divisions 7 and 8 of Part XV of the SFO; or (b) pursuant
to Section 352 of the SFO, to be recorded in the register referred
therein; or (c) pursuant to Rule 5.46 of the GEM Listing Rules to be
notified to the Company and the Stock Exchange, were as follows:
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Long positions

%

Number of shares or underlying shares held

RO RARER G HE

Percentage of

Name of Directors Ordinary Share issued share

and Chief Executive Capacity share options Total capital

HERIT

ESRTETTBRAEHSA 514 EER MR et & N=

Yuan Wei (Executive Director and Beneficial owner - 33,000,000 33,000,000 0.88%

Chief Executive Officer)

RIEBEITES RITHRER) EmEBA

Zhang Jianxin (Executive Director) Beneficial owner - 10,000,000 10,000,000 0.27%
RENEBITESE) EREBA

Wong Hiu Pui (Executive Director) Beneficial owner 120,000 - 120,000 0.003%
THRABITES) Kt/ Z=UN

Zheng Zhijing (Executive Director) Beneficial owner - 10,000,000 10,000,000 0.27%
HEREITES) Kt/ Z=UN

Lin Yan (Executive Director) Beneficial owner 126,000,000 - 126,000,000 3.36%
MUEITES) BERAEBA

Yang Qingchun (Independent Non-  Beneficial owner 536,000 - 536,000 0.01%

executive Director)

BEEELIFNTES) EREBA

Lu Xiaowei (Independent Non- Beneficial owner 1,000,000 - 1,000,000 0.03%

executive Director)

EERCBIFTES)
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Save as disclosed above, as at 31 December 2018, none of the
other Directors or chief executive of the Company had any interest
or short position in shares, debentures or underlying shares of the
Company and its associated corporations which was required (a)
to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO; or (b) pursuant to
Section 352 of the SFO, to be recorded in the register referred
therein; or (c) pursuant to Rule 5.46 of the GEM Listing Rules to be
notified to the Company and the Stock Exchange.

ARRANGEMENTS TO PURCHASE
SHARES OR DEBENTURES

Save as disclosed under the headings “Directors’ and chief
executive’s interests in shares and share options” above and
“Share option scheme” in note 34, at no time during the year was
the Group, or any of its subsidiaries, a party to any arrangements
to enable the directors of the Company to acquire benefits by
means of the acquisition of shares in the Group or any other body
corporate.

INTERESTS DISCLOSABLE UNDER
THE SFO AND SUBSTANTIAL
SHAREHOLDERS

As at 31 December 2018, so far as known to any Directors or
chief executive of the Company, the following persons (other than
the Directors and chief executive of the Company) had interests
or short positions in the shares and underlying shares of the
Company which would fall to be disclosed under the provisions of
Divisions 2 and 3 of Part XV of the SFO as recorded in the register
required to be kept under Section 336 of the SFO:
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Long position in shares or underlying shares

of the Company

RARXTRGHEBERED 2FR

Name of shareholder Capacity Number of shares Percentage of
or underlying issued share
shares held capital
RER A g4 RO HE 8T
HERHEE BEED L
Atlantis Capital Holdings Limited (note 1)  Investment manager 286,256,000 7.63%
(B5E1) BB
Liu Yang (note 2) Interest of a controlled corporation 286,256,000 7.63%
2 g (PfEE2) MEEER 2
Atlantis Investment Management (Hong Investment manager 286,256,000 7.63%
Kong) Limited (note 1) WEKIE
(BMH5E1)
Atlantis Investment Management (Ireland)  Investment manager 126,256,000 3.37%
Limited (note 1) WEKIE
(B&E)
Riverwood Asset Management (Cayman)  Investment manager 160,000,000 4.27%
Ltd. (note 2) REKE
(M¥5r2)
China Shipbuilding Industry Corporation Interest of a controlled corporation 524,952,000 13.99%
(note 3) R EE 2 s
PEINANE TR E AR (MiEE3)
China Shipbuilding Capital Limited (note 3) Beneficial owner and interest of a 524,952,000 13.99%
FEIMMEAFR A R (MIFES) controlled corporation
BB AN AR 2
Summit Blue Limited (note 4) Beneficial owner 384,794,117 10.26%
(Mt5E4) BREBA
Wang Peng (note 4) Interest of a controlled corporation 384,794,117 10.26%

EBE(PiEE4)

NI EE 2 #Es
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Notes:1. According to the disclosure of interests notices filed by
each of Ms. Liu Yang and Atlantis Capital Holdings Limited,
Atlantis Investment Management (Hong Kong) Limited
(“Atlantis (Hong Kong)”) and Atlantis Investment Management
(Ireland) Limited (“Atlantis (Ireland)”) were disclosed as having
interest in 286,256,000 shares and 126,256,000 shares
of the Company respectively. Atlantis (Hong Kong) and
Atlantis (Ireland) are indirect wholly-owned and direct wholly-
owned by Ms. Liu Yang and Atlantis Capital Holdings Limited
respectively. Therefore, Ms. Liu Yang and Atlantis Capital
Holdings Limited are deemed to be interested in the shares
held by Atlantis (Hong Kong) and Atlantis (Ireland).

2. According to the disclosure of interests notices filed by
Riverwood Asset Management (Cayman) Ltd, Riverwood
Asset Management (Cayman) Ltd was disclosed as having
interest in 160,000,000 shares of the Company and was
wholly owned by Ms. Liu Yang. Therefore, Ms. Liu Yang is
deemed to be interested in the shares held by Riverwood
Asset Management (Cayman) Ltd.

3. China Shipbuilding Capital Limited was a wholly-owned
subsidiary of China Shipbuilding Industry Corporation. China
Shipbuilding Capital Limited was the beneficial owner of
493,088,000 shares of the Company and also held 60%
shareholding in CSIC Investment One Limited, a company
which was the beneficial owner of 31,864,000 shares of the
Company.

4. According to the disclosure of interests notices filed by
Summit Blue Limited and Mr. Wang Peng, Summit Blue
Limited held 384,794,117 shares of the Company and Mr.
Wang Peng held 70% shareholding in Summit Blue Limited.
Therefore, Mr. Wang Peng is deemed to be interested in the
shares held by Summit Blue Limited under the SFO.

Save as disclosed above, as at 31 December 2018, the Directors
were not aware of any other persons (other than the Directors
and chief executive of the Company) who had interests or short
positions in the shares and underlying shares of the Company
which would fall to be disclosed under the provisions of Divisions 2
and 3 of Part XV of the SFO as recorded in the register required to
be kept under Section 336 of the SFO.

MiEE 1. R 3R 2 &£ & L+ KAtlantis Capital Holdings
Limited + Atlantis Investment Management
(Hong Kong) Limited([ Atlantis (Hong Kong)J)
K Atlantis Investment Management (Ireland)
Limited ([ Atlantis (reland) 1) & B F7 #2 32 4 & B
BEA 5 Rl #EE R AR R F1286,256,000/% K
126,256,000 % 17 # 7 4 # 21 © Atlantis (Hong
Kong) K Atlantis (reland)? 5l B8 2 & & £ &
Atlantis Capital Holdings Limited®# 2 & %4 &
HE2AHAE o 8R4 FAtantis Capitalif 7
A Atlantis (Hong Kong) & Atlantis (Ireland)Ff7 45
MR A R o

2. 1R #ERverwood Asset Management (Cayman) Ltdfff
IRHER I EE AN Riverwood Asset Management
(Caymen) Ltd#% % 7 A 2 §]160,000,0008% A%
DhEEEER AR T2 ERENBA
Ale Btk 2R 22 £ 347 73 A Riverwood Asset
Management (Cayman) LdFTH5 A5 A #2s

3. HEMMEAERATATEMMEIEE
RAZZEM B AR - FEMMERGRAF
A 7K A R)493,088,0000% 8 15 2 B A A
IR B CSIC Investment One Limited (&7~ A &)
31,864,000/ /% (9 2 Bz A A ) 2 60%HE

4. 184ESummit Blue Limited 2 E i 45 4= Fr iR 2 64
FE 25 BR B2 4 AN - Summit Blue Limitedis B 48 2
7]384,794, 1178 f& 17 K& T I§ 5% A %5 A Summit
Blue Limited,2 70%R% & « FE It - IRIEZH REE
181 T B85 55 A 3 48 & HASummit Blue Limited BT
FOROPEER -
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INTEREST IN COMPETING BUSINESS

During the year under review, neither the Directors nor the
substantial shareholders of the Company and their respective
associates had any interest in business that competes, either
directly or indirectly, with the business of the Group.

EVENTS AFTER THE REPORTING
PERIOD

These are no significant events occurring after the reporting period.

AUDITORS

Gl CPA Limited had been appointed as the auditor of the
Company following the resignation of McMillan Woods SG CPA
Limited with effect from 4 January 2019. McMillan Woods SG CPA
Limited resigned as auditor of the Company due to the constraints
of McMillan Woods SG CPA Limited’s manpower and internal
resources and Gl CPA Limited were appointed to fill the casual
vacancy.

Gl CPA Limited retires and a resolution for their reappointment as

auditor of the Company will be proposed at the forthcoming annual
general meeting.

On Behalf of the Board

Yuan Wei
Executive Director

Hong Kong
29 March 2019
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Corporate Governance Report

EEERRE

The Company is committed to maintaining a high standard
of corporate governance and believes that good corporate
governance can (i) enhance management effectiveness and
efficiency; (i) increase the transparency of the Company; (iii)
enhance risk management and internal control of the Company
and (iv) safeguard the interests of the shareholders and the
Company as a whole.

CORPORATE GOVERNANCE CODE
COMPLIANCE

Pursuant to the Corporate Governance Code (the “Code”)
contained in Appendix 15 to the GEM Listing Rules of the Stock
Exchange which sets out the principles of good corporate
governance, the provisions of the Code (the “Code Provisions”)
and the recommended best practices, the Company has applied
the principles and complied with all the Code Provisions as set out
in the Code during the year ended 31 December 2018, with the
exception of deviation set out below.

Under Code Provision A.2.1, the roles of the chairman and chief
executive officer should be separate and should not be performed
by the same individual. Following the step down of Mr. Chen
Hong from the office of chairman and an executive director of the
Company on 14 February 2014, the Company has not appointed
chairman, and the roles and functions of the chairman have been
performed by all the executive directors collectively.

Under Code Provision A.4.1 of the Code, non-executive directors
should be appointed for a specific term, subject to re-election
while all directors should be subject to retirement by rotation at
least once every three years. During the year, all independent
non-executive director is not appointed for a specific term of
service. Since each of the independent non-executive directors is
subject to rotation and re-election at the annual general meeting
in accordance with the articles of association of the Company, as
such, the Company considers that sufficient measures have been
taken to serve the purpose of the Code Provision A.4.1 of the
Code.
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Under Code Provision A.6.7, independent non-executive directors
and non-executive director should attend general meetings and
develop a balanced understanding of the views of shareholders.
Mr. Li Qunsheng, Mr. Tang Jiuda and Ms. Lu Xiaowei, the
independent non-executive directors of the Company were unable
to attend an annual general meeting of the Company held on 29
June 2018 due to their respective commitments elsewhere.

DIRECTORS’ SECURITIES
TRANSACTIONS

During the year under review, the Group has adopted a code
of conduct regarding securities transactions in securities of the
Company by directors on terms no less exacting than the required
standard of dealings as set out in Rules 5.48 to 5.67 of the GEM
Listing Rules. Having made specific enquiry of all directors, the
Company was not aware of any non-compliance with the required
standard as set out in the code of conduct regarding directors’
securities transactions throughout the year ended 31 December
2018.

BOARD OF DIRECTORS AND
MEETING

Board Composition

The Board of Directors currently comprises five executive directors,
namely Mr. Yuan Wei, Ms. Zhang Jianxin, Mr. Zheng Zhijing,
Ms. Lin Yan and Ms. Wong Hiu Pui and three independent non-
executive directors, namely Ms. Yang Qingchun, Mr. Tang Jiuda
and Ms. Lu Xiaowei. The Board is responsible for the overall
management of the Group. It focuses on directing the corporate
strategies and supervising the business, significant affairs and daily
operation of the Group. Biographical details of the Directors are set
out on pages 15 to 19 of this annual report.
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Following the step down of Mr. Chen Hong from the office of
Chairman and an Executive Director of the Company on 14
February 2014, the Company has not appointed chairman, and
the roles and functions of the chairman have been performed by all
the executive directors collectively. The Board provide the Group
with strategic direction and ensure its effectiveness in a timely
manner. Whereas Mr. Yuan Wei, who was appointed as the chief
executive officer of the Company on 3 May 2018, and Ms. Wang
Hui, who was re-designated from the chief executive officer of the
Company to the deputy chief executive officer of the Company on
3 May 2018, are responsible for the strategic planning of its various
business units, and day-to-day management of its operation.

Currently three independent non-executive director is not
appointed for a specific term of service. Since each of the
independent non-executive directors is subject to rotation and
re-election at the annual general meeting in accordance with the
articles of association of the Company, as such, the Company
considers that sufficient measures have been taken to serve the
purpose of the Code Provision A.4.1 of the Code.

REREEER_ZE—NF-_A+MNAGTARAE
ERATERBIEE  ARAWAREEER MERE
ZABRBEREEBRTESHRBET EFSRE
MRS B IR LR BE 5 A5 5| RIEREBE - M R(E
SEHE(R-ZE—N\ERA=BEZEARATITHE
HIRTIEZFT(R=_T— N\FRA=ZHHARRT
BREATARBRITRAET) MAESEKENY
REEFTEI R AR ERER -

BRl —&BIUFATES 2T WEE T R H
PR ARIRBRANRIMASZERMA SBILIERIT
ETERBRRRAFAS FRERTRERET A
It AR ERA D BRERE S8 b BT Bl 2 SFANMESC
FALIGZEZR

—Z— \F4£4$ - Annual Report 2018 35



Corporate Governance Report
TEERBE

Board and General Meetings

The Board meets regularly. During the year ended 31 December
2018, there were 37 board meetings and 1 general meeting
held to discuss the overall strategy, the operation and financial
performance of the Group, and to approve important matters
such as the annual results, quarterly results, interim results and
dividends, the Group’s businesses and investments, etc. The
attendance of each director at the board meetings and general
meeting are set out as follows:

EEEERRRRAE

EFerETER - REE_FT-\F+=A
=+—BLEFE ARABETITRESTEGH 1X
BRIRARG AR B RRE AEEZ2ENITBRE
WHUEINFE XA - FERE  PRREA MRS A%
BrEBRRESFEREH -SESHREFEEH
KIRRA G 2 s EHIanT -

Attendance of Attendance of
Board Meeting General Meeting

EZSgRHELE BRERAE HiFE RO 8%

Executive Directors HITES
Mr. Yuan Wei RIESRE
Ms. Zhang Jianxin SRR T
Mr. Zheng Zhijing AR A
Ms. Lin Yan Mt Zz+
Ms. Wong Hiu Pui TR Z L

Independent Non-Executive Directors BN FHITEE

Ms. Yang Qingchun BEEZT
(appointed on 2 August 2018) (RZZE—N\F
NAZHEME)
Mr. Tang Jiuda BIIES A
(appointed on 17 April 2018) (RZZE—N\F
MA+EEEE)
Mr. Li Qunsheng TR LA
(resigned on 2 August 2018) (RZZE—N\F
AR ZH#HT)
Mr. Wang Xinsheng ERESLAE
(resigned on 17 April 2018) (RZE—N\F
MA+EBEET)
Ms. Lu Xiaowei Bzt

The company secretary is responsible to take and keep minutes
of all board meetings and committee meetings. Draft minutes are
normally circulated to directors for comment within a reasonable
time after each meeting and the final version is open for directors’
inspection.

36/37 11
31/37 0/1
30/37 0/1
21/37 0/1
21/37 0/1
13/20 0/0
23/30 0/1
11/17 0/1

5/7 0/0
32/37 0/1
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The executive directors and senior management meet regularly to
review company business matters and escalate the matters to the
board meeting for further discussion if necessary. The Board and
the Directors can seek independent professional advice whenever
necessary at the Company’s expenses. Furthermore, they can
have access to the company secretary who is responsible for
ensuring that the Board procedures are duly complied with and
advising the Board on corporate governance and compliance
matters.

In accordance to the Board’s current practice and Code Provision
A.1.7 of the Code, any material transaction involving a conflict
of interests for a substantial shareholder or a Director will be
considered and dealt with by the Board by a duly convened
Board meeting. It also requires the directors to abstain from voting
and not to be counted in the quorum at meetings for approving
transactions in which such directors or any of their associates have
a material interest.

Independent Non-Executive Directors

In Compliance with Rules 5.05(1) and (2), and 5.05A of the
GEM Listing Rules, the Company now has three independent
non-executive directors with two of them having appropriate
professional qualifications or accounting or related financial
management expertise. Currently it has complied with the relevant
Rules. All independent non-executive director is not appointed for
a fixed term of service.

The Company has, through the nomination committee of
the Board, reviewed the independence of, and received an
appointment and annual confirmation of independence from, each
of the independent non-executive directors, and considers all the
independent non-executive directors independent in accordance
with the guidelines set out in Rule 5.09 of the GEM Listing Rules.
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Delegation to Board Committee and
Management

The Board has the overall responsibility for business development,
leadership, management and control of the Group and is
responsible for promoting the success of the Group by directing,
supervising and monitoring the Group’s affairs. It has established
three committees, namely the audit committee, remuneration
committee and nomination committee. All of the committees have
written terms of reference in accordance with the Code. More
details of these committees are set out in separate sections of this
report.

The Board delegates necessary powers and authorities to the
executive directors and chief executive officer (“CEO”) to facilitate
the efficient day to day management of the Group’s business.
In addition, the Board delegates to the remuneration committee
authorities to determine remuneration for executive directors and
members of senior management.

Continuous Professional Development

All Directors should keep abreast of their collective responsibilities
as Directors and of the business and activities of the Group.
Directors receive regular updates and presentations on changes
and developments to the Group’s business and to environments
in which the Group operates, as well as their responsibilities
under the relevant statutes, laws, rules and regulations to ensure
compliance and enhance their awareness of good corporate
governance practices. Directors are also encouraged to attend
relevant training courses at the Company’s expenses.
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During the year ended 31 December 2018, the Directors
participated in the continuous professional developments in

BE-_T-\F+_A=T—BULFE BEFFEBMNU
THAZ2EEHEESTEZRHNAE EFZRBKHE

relation to regulatory updates, the duties and responsibilities of the BENMREBER 2 SEHER R T
Directors and the business of the Group in the following manner:
Training received (Yes/No)
BEZEI(RB)
Executive Directors HTES
Mr. Yuan Wei RESXE Yes =
Ms. Zhang Jianxin R VYes 52
Mr. Zheng Zhijing BER L Yes &
Ms. Lin Yan N iR VYes 52
Ms. Wong Hiu Pui TR+ Yes 7=
Independent Non-Executive Directors JHBTESE
Ms. Yang Qingchun (appointed on 2 August 2018) HBEETT
(RZZE—\FNAZALME) VYes 52
Mr. Tang Jiuda (appointed on 17 April 2018) BIERA
(RZE—N\FUA++EHLEE) Yes =&
Mr. Li Qunsheng (resigned on 2 August 2018) TR AE
(RZZ—\FN\AZABME) Yes &
Mr. Wang Xinsheng (resigned on 17 April 2018) FRAESLE
(R=Z—\FWNA++HFHE) Yes =&
Ms. Lu Xiaowei ERERR AT VYes 52
Training received included: BEXEIIeE
A attending internal/external briefing/seminar session in relation A Z2INEBELCESAMNES,INEERE
to corporate governance; or @ 5f
B reading materials in relation to regulatory update B HEAEHETEREFOME
BOARD COMMITTEES EEZES

Audit Committee

The Company has established an audit committee on 26
November 2001 with written terms of reference for the purpose of
reviewing and supervising the Company’s financial reporting and
internal control procedures in compliance with the GEM Listing
Rules. The committee currently comprises three independent non-
executive directors, namely Ms. Yang Qingchun (the chairman of

the committee), Mr. Tang Jiuda and Ms. Lu Xiaowei.
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The primary duties of the audit committee are to review and to
provide supervision over the financial reporting process, risk
management and internal control system of the Group, to review
the audit plan, audit findings and independence of the auditors
of the Company, to review the Group’s financial information and
financial statements, annual reports, interim reports and quarterly
reports, and to provide advice and recommendation thereon to the
Board.

The Board also delegated certain corporate governance functions
to the audit committee, including the review and monitoring of
(@) the Group’s policies and practices on corporate governance
and make recommendations to the Board; (b) the training and
continuous professional development of Directors and senior
management; (c) the Group’s policies and practices on compliance
with legal and regulatory requirements; (d) the code of conduct
of the Group applicable to employees and Directors; and (g) the
Group’s compliance with the Code and disclosure in the Corporate
Governance Report.

During the year ended 31 December 2018, the audit committee
held 6 meetings to approve the nature and scope of the statutory
audits, and review the annual, interim, quarterly consolidated
financial statements of the Group, and details of the attendance of
each member of the committee are set out as follows:
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Committee Members Attendance
ERZEEEHE HERR 8%
Ms. Yang Qingchun (appointed on 2 August 2018) BEEXT(RZE—N\FNAZALME) 3/4
Mr. Tang Jiuda (appointed on 17 April 2018) BIERAE

(R=Z—/\FOA++LHLE) 5/5
Mr. Li Qunsheng (resigned on 2 August 2018) FRREERZZS—N\F/\AZHEHT) 2/2
Mr. Wang Xinsheng (resigned on 17 April 2018) FHRELEE(RZE—N\FEAT+BEHE) 1/1
Ms. Lu Xiaowei BRIt 5/6
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The minutes of the audit committee meetings are kept by the
company secretary. The draft and final versions of the minutes
are circulated to all committee members for their comments and
records within a reasonable time after each meeting.

The Board has not taken any different view from that of the audit
committee regarding the selection, appointment, resignation or
dismissal of the external auditor.

The Company’s annual audited results for the year ended 31
December 2018 have been reviewed by the audit committee.

REMUNERATION COMMITTEE

The remuneration committee was established on 23 March 2005
with major functions of (i) making recommendations to the Board
on the Company’s policies and structure for the remuneration of
Directors and senior management of the Group; (i) determining the
remuneration packages of all Directors and senior management
of the Group; and (iii) reviewing and approving the performance-
based remuneration. The remuneration committee’s terms of
reference are generally aligned with the requirement of Code
Provision B.1.2.

The remuneration committee of the Company is currently chaired
by Mr. Yuan Wei. Other members include Ms. Yang Qingchun and
Mr. Tang Jiuda. The majority of the members of the remuneration
committee are independent non-executive directors.

During the year ended 31 December 2018, three meetings of
the remuneration committee was held. All of the members of the
remuneration committee, at the time being, attended the meeting.
The Company’s policy for the remuneration of Directors and senior
management was discussed in the meeting and no changes on
the policy were recommended by the remuneration committee.
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NOMINATION COMMITTEE

The Company has established the nomination committee on 23
March 2012 with major functions of (i) to review the structure, size
and composition (including the skills, knowledge and 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 individuals suitably qualified to
become Board members and select or make recommendations
to the Board on the selection of individuals nominated for
directorships; and (i) 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 CEO.

The nomination committee of the Company is currently chaired
by Mr. Yuan Wei. Other members include Ms. Yang Qingchun and
Ms. Lu Xiaowei. The majority of the members of the nomination
committee are independent non-executive directors.

During the year ended 31 December 2018, two meetings of the
nomination committee was held. Majority of the members of the
nomination committee, at the time being, attended the meeting to
perform the aforesaid functions.

BOARD DIVERSITY POLICY

The Company recognizes and embraces the benefits of having a
diverse Board and sees increasing diversity at the Board level as
an essential element in maintaining the Company’s competitive
advantage. The Company believes that greater diversity of
directors is good for corporate governance and is committed:

° To attract and retain candidate(s) for Board with a
combination of competencies from the widest possible pool
of available talent.

° To maintain a Board with diversity perspectives at all levels,

in particular, those are aligning with the Company’s strategy
and objectives.
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° To assess regularly the diversity profile of the Board and,
where applicable, senior management prepared for Board
positions under the succession planning of the Company
and the progress on achieving diversity objectives, if any.

° To ensure that the selection and nomination of Board
positions are appropriately structured so that a diverse range
of candidates can be considered.

° To set up appropriate procedures for development of a
broader and more diverse pool of skilled and experienced
senior management that would be prepared for Board
positions.

° To ensure that changes to the Board’s composition can be
managed without undue disruption.

The Nomination Committee will review annually the structure,
size and composition of the Board and where appropriate, make
recommendations on changes to the Board to complement the
Company’s corporate strategy.

In reviewing and assessing the Board composition and the
nomination of directors (as applicable), Board diversity has to be
considered from a number of aspects, including but not limited to
the following:

o Gender

° Age

° Cultural and educational background

° Professional qualifications

° Skills, knowledge and industry and regional experience

The Nomination Committee will review the Policy as appropriate
and recommend revisions, if any, to the Board for consideration
and approval.
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DIRECTOR NOMINATION POLICY

The Board has delegated its responsibilities and authority for
selection and appointment of directors of the Company to the
Nomination Committee of the Company. Without prejudice to the
authority and duties of the Nomination Committee as set out in
its terms of reference, the ultimate responsibility for selection and
appointment of directors of the Company rests with the entire
Board. In evaluating and selecting any candidate for directorship,
the following criteria should be considered:

° Character and integrity.

° Quallifications including professional qualifications, skills,
knowledge and experience and diversity aspects under the
Board Diversity Policy that are relevant to the Company’s
business and corporate strategy.

° Any measurable objectives adopted for achieving diversity
on the Board.

° Requirement for the Board to have independent directors
in accordance with the Hong Kong Listing Rules and
whether the candidate would be considered independent
with reference to the independence guidelines set out in the
Listing Rules.

° Any potential contributions the candidate can bring to
the Board in terms of qualifications, skills, experience,
independence and gender diversity.

° Willingness and ability to devote adequate time to discharge
duties as a member of the Board and/or Board committee(s)
of the Company.

° Such other perspectives that are appropriate to the
Company’s business and succession plan and where
applicable, may be adopted and/or amended by the Board
and/or the Nomination Committee from time to time for
nomination of directors and succession planning.
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Nomination process

@)

Appointment of New Director

U

(i)

(iv)

The Nomination Committee and/or the Board should,
upon receipt of the proposal on appointment of new
director and the biographical information (or relevant
details) of the candidate, evaluate such candidate
based on the criteria as set out above to determine
whether such candidate is qualified for directorship.

If the process yields one or more desirable candidates,
the Nomination Committee and/or the Board should
rank them by order of preference based on the
needs of the Company and reference check of each
candidate (where applicable).

The Nomination Committee should then recommend
to the Board to appoint the appropriate candidate for
directorship, as applicable.

For any person that is nominated by a shareholder
for election as a director at the general meeting of
the Company, the Nomination Committee and/or the
Board should evaluate such candidate based on the
criteria as set out above to determine whether such
candidate is qualified for directorship.

Where appropriate, the Nomination Committee and/or the

Board should make recommendation to shareholders in

respect of the proposed election of director at the general

meeting.
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(b)  Re-election of Director at General Meeting

(i The Nomination Committee and/or the Board should
review the overall contribution and service to the
Company of the retiring director and the level of
participation and performance on the Board.

(i)  The Nomination Committee and/or the Board should
also review and determine whether the retiring director
continues to meet the criteria as set out above.

(i) The Nomination Committee and/or the Board should
then make recommendation to shareholders in respect
of the proposed re-election of director at the general
meeting.

Where the board proposes a resolution to elect or re-elect
a candidate as director at the general meeting, the relevant
information of the candidate will be disclosed in the circular
to shareholders and/or explanatory statement accompanying
the notice of the relevant general meeting in accordance with
the Listing Rules and/or applicable laws and regulations.

The Nomination Committee will conduct regular review on
the structure, size and composition of the Board and this
Policy and where appropriate, make recommendations
on changes to the Board to complement the Company’s
corporate strategy and business needs.

DIVIDEND POLICY

The board of directors (the “Board”) of the Company adopt the
policy that, in recommending or declaring dividends, the Company
shall maintain adequate cash reserves for meeting its working
capital requirements and future growth as well as its shareholder
value.

The Company do not have any pre-determined dividend payout
ratio.
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The Board has the discretion to declare and distribute dividends
to the shareholders of the Company, subject to the Articles of
the Association of the Company and all applicable laws and
regulations and the factors set out below. The Board shall also
take into account the following factors of the Company and its
subsidiaries when considering the declaration and payment of
dividends:

° financial results;

° cash flow situation;

° business conditions and strategies;

° future operations and earnings;

° capital requirements and expenditure plans;

° interests of shareholders;

° any restrictions on payment of dividends; and

° any other factors that the Board may consider relevant.

Depending on the financial conditions of the Company and the
Group and the conditions and factors as set out above, dividends
may be proposed and/or declared by the Board for a financial year
or period:

° interim dividend;

° final dividend;

° special dividend; and

° any distribution of net profits that the Board may deem
appropriate.

Any final dividend for a financial year will be subject to
shareholders’ approval. The Company may declare and pay
dividends by way of cash or scrip or by other means that the
Board considers appropriate. Any dividend unclaimed shall be
forfeited and shall revert to the Company in accordance with the
Company’s Articles of Association.

The Board will review this Policy as appropriate from time to time.
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AUDITOR’S REMUNERATION

The remuneration of the audit service provided by the auditor of
the Group to the Group for the year ended 31 December 2018
was mutually agreed in view of the scope of services, amounting
to HK$800,000.

INTERNAL CONTROL

The Board has overall responsibilities for the establishment and
maintenance of an adequate and effective internal control system
to safeguard the Group’ assets against unauthorized use or
disposition, and to protect the interests of shareholders of the
Company (collectively “internal controls”).

During the year ended 31 December 2018, the Company has
conducted a review, which covered the major control procedures
in areas of financial and operations of the Company on the
internal control system of the Group and was satisfied with the
effectiveness of the Group’s internal control procedures.

BUSINESS ETHICS AND
PROFESSIONAL CODE OF CONDUCTS

The Group puts high standards on business ethics and
professional conducts expected of all employees. Employees are
briefed regularly on the code of ethics and on the conducts of
keeping confidentiality of the information of business partners and
the Group. Briefings on the code of ethics and on the conducts
are held for new employees during orientation sessions.

The Group also adopts good employment standards of non-
discrimination policy and fair compensation scheme.

FINANCIAL STATEMENTS

The responsibilities of the Directors for preparing the financial
statements and the auditor’s reporting responsibilities on the
financial statements are set out in the auditor’s report contained in
this annual report.
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SHAREHOLDERS’ RIGHTS
Convening an extraordinary general meeting

Pursuant to Articles 58 of the Articles of Association, an
extraordinary general meeting (“EGM”) may be convened by the
Board on a written requisition of any one or more shareholders
of the Company holding not less than 10% of the paid up capital
of the Company carrying the right of voting at general meeting of
the Company. The EGM shall be held within two months after the
deposit of such requisition. If within 21 days of such deposit the
Board fails to proceed to convene the EGM, the requisitionist(s)
may do so in the same manner, and all reasonable expenses
incurred by the requisitionist(s) as a result of the failure of the Board
shall be reimbursed to the requisitionist(s) of the Company.

Enquiries put to the Board

Shareholders may send written enquiries or requests in respect
of their rights to the principal place of business of the Company in
Hong Kong for the attention of the company secretary.

Procedures for putting forward proposals at
shareholders’ meeting

There is no provision for shareholders to propose resolutions at
a general meeting under the Cayman Islands Companies Law.
However, shareholders can follow the above procedure and
request to convene an EGM.

Procedures for nominating a new director

(i) If a shareholder wish to propose a person (the “Candidate”)
for election as a director of the Company at a general
meeting, he/she shall deposit a notice at the Company’s
head office at Unit 2609-10, 26th Floor, Office Tower,
Convention Plaza, No. 1 Harbour Road, Wanchai, Hong
Kong (Attention to the Board of Directors and the company
secretary) or the Company’s branch share registrar in Hong
Kong, Tricor Tengis Limited, Level 22, Hopewell Centre, 183
Queen’s Road East, Hong Kong;
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(i)  The notice must (i) include the personal information of the
Candidate as required by Rule 17.50 (2) of the GEM Listing
Rules; and (i) be signed by the shareholder concerned and
signed also by the Candidate indicating his/her willingness
to be elected and consent of publication of his/her personal
information;

(i)  Where the notice is submitted after the despatch of the
notice of the general meeting appointed for such election,
the period for lodgment of the notice shall commence on the
day after the despatch of the notice of the general meeting
and no later than seven days prior to the date of such
general meeting. In any case, the minimum length of the
period during which any notice to be given shall be at least
seven days;

(iv)  In order to allow the shareholders sufficient time to receive
and consider the proposal of election of the Candidate as
a director of the Company, shareholders are encouraged to
submit and lodge the notice as early as practicable.

Articles of Association

There was no change to the Articles of Association to the
Company during the year ended 31 December 2018.

On 21 January 2019, the special resolution was not passed at the
EGM in relation to adopt the Company’s new memorandum and
articles of association in substitution for and to the exclusion of the
existing memorandum and articles of association of the Company.
For detailed information regarding the special resolution, please
refer to the announcement of the Company dated 28 December
2018 and 21 January 2019.

On 25 March 2019, the special resolution was not passed at the
EGM in relation to adopt the Company’s new memorandum and
articles of association in substitution for and to the exclusion of the
existing memorandum and articles of association of the Company.
For detailed information regarding special resolution, please refer to
the announcement of the Company dated 20 February 2019 and
25 March 2019.
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INVESTOR RELATIONS

The Company establishes different communication channels with
investors to update the latest business development and financial
performance including the publication of quarterly, interim and
annual reports, the publish and posting of notices, announcements
and circulars on the GEM website and the Company’s website in a
timely manner in order to maintain a high level of transparency, and
to ensure there is no selective disclosure of inside information.
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Environmental, Social and
Governance Report

Overview

This Environmental, Social and Governance (ESG) Report (the
“Report”) of China E-Information Technology Group Limited and
its subsidiaries (“the Group”) for the year ended 31 December
2018 covers environmental and social subject areas in accordance
with the requirements of Environmental, Social and Governance
Reporting Guide stated in Appendix 20 to the GEM Listing Rules.
Corporate governance is addressed separately in the Corporate
Governance Report.

Scope of the Report

The Report endeavours to present a balanced representation of
the Group’s environmental and social performance and covers the
entire operations of all entities in the Group.

The content of the Report is defined through a process to
determine ESG management approach, strategy, priorities and
objectives relating to the Group’s operations, to describe our
management, measurement and monitoring system employed
to implement ESG strategy, and to disclose our key policies,
compliance with relevant laws and regulations, our performance,
and key performance indicators (“KPIs”).

Approved by the board of directors

The board has overall responsibility for the Group’s ESG strategy
and reporting. The board is responsible for evaluating and
determining the Group’s ESG-related risks, and ensuring that
appropriate and effective ESG risk management is in place. The
Report was approved by the board on 29 March 2019.
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Environmental and Social Subject Areas of
the Group

About the Group

The Group is principally engaged in the provision of an internet
platform for the facilitation of education program in Chinese
medicine and other advisory and training programs. The Group
mainly operates in the PRC and Hong Kong. Particulars of the
Group’s principal entities are set out in note 38 to the consolidated
financial statements for the year ended 31 December 2018.

Strategy

Although the Group does not operate in an environmentally
sensitive business, we consider that our operations still have
an impact on the environment and believe that addressing
environmental issues is a collective responsibility shared by every
member of the community.

The Group has been committed to become an environment-
friendly enterprise to promote environmental protection. We have
been actively strengthened the energy-saving in order to reduce
emission.

We are committed to promoting equal opportunities for all of our
employees in different areas, such as recruitment, compensation
and benefits and staff promotion. We believe that each individual
has his/her unique strengths and we therefore have comprehensive
equal employment opportunities policies in place that protect
potential and existing employees from being discriminated because
of their backgrounds, gender, age, family status, sexual orientation,
disability, race or religion.

Our Group considers our staffs as the most valuable asset. Without
their continued contribution, we will not be able to operate. It is
therefore our top priority to make sure that our employees work in
a fair, safe and pleasant environment.
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We prohibit any form of corruption or malpractice such as bribery,
money laundering, extortion and fraud. The Group adopts a zero-
tolerance policy on bribery, extortion, fraud and money laundering,
any matters of genuine concern are to be thoroughly investigated
and actions will be taken accordingly.

The Group always keep in mind the social responsibility during the
Group’s operation. Hence, the Group always encourage the staffs
to participate in various community charitable activities.

Our strategy is to fulfil the Group’s environmental and social

responsibilities through achieving environmental and social
objectives during daily operations.

Objectives

We integrate environmental and social considerations into the
Group’s business objectives to achieve:

Environmental objectives:

° Achieve the balance between business growth and
environmental protection by improving the operations and
practices as well as encouraging the employees to adopt
environmentally responsible behaviour in workplace; and

° Minimise use and maximise reuse of resources and energy

Social objectives:

° Attract and retain the best people by creating a supportive
and quality workplace; and

° Care about employees’ welfare and satisfaction by

encouraging work-life balance and monitoring and improving
employees’ satisfaction
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Approach

Monitored by the board of directors, the Group is executing
its environmental and social strategy and achieving its related
objectives through a series of actions and commitments:

° Comply with environmental and social laws and regulations;
and

° Disclose KPIs as measurement of actual results
Environmental and social management system comprises:

° Compliance with environmental and social laws and
regulations; and

° Reporting and disclosure of our performance and KPls

Measures for the achievement of environmental and social
objectives are:

° Data collection, calculation, and disclosure of KPls

The implementation of environmental and social strategies,
management of environmental activities, and measurement of
achieving environmental and social objectives are monitored by
dedicated managerial staff members and finally by the board for its
overall ESG responsibility.

Communication with stakeholders

The Company holds shareholders’ meetings each year to
provide a platform for the Board and Shareholders to exchange
views. In addition, in order to maintain close relationship with
customers, suppliers and other stakeholders, the Company
maintains communication with the stakeholders from time to
time through visits, conference calls, corporate e-mails and other
channels to listen to their views and needs. The Company’s overall
performance is also reported each year to investors through the
annual report.
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Stakeholder engagement and materiality

Stakeholder engagement is a key success factor in formulating
our environmental and social strategy, defining our objectives,
assessing materiality, and establishing policies. Our key
stakeholders include customers, suppliers, business allies,
employees, management and shareholders. We have discussed
or communicated with stakeholders to understand their views and
respond to their needs and expectations, evaluated and prioritised
their inputs to improve our performance, and finally strived to
provide value to our stakeholders, community and the public as a
whole.

Based on the stakeholder engagement, we identified issues with
significant environmental and social impact and issues concerning
stakeholders. The results of materiality assessment prioritised
stakeholder inputs and made us focused on the material aspects
for actions, performance, achievements and reporting. We present
below the relevant and required disclosure.

General Disclosure and KPIs

A. Environmental

The Group recognises the importance of continuous improvement
in protecting the natural environment. We are committed to
minimising the adverse impact on the environment.

Aspect A1: Emissions

Emissions refer to air and greenhouse gas emissions, discharges
into water and land, and generation of hazardous and non-
hazardous waste. Emissions disclosed as KPIs are calculated
based on the consumption data collected and applicable emission
factors.
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Air and Greenhouse Gas Emissions

Air emissions include NOx, SOx, and other pollutants
regulated under national laws and regulations. Greenhouse
gases include carbon dioxide, methane, nitrous oxide,
hydrofluorocarbons, perfluorocarbons and sulphur
hexafluoride.

- Air and Greenhouse Gas Emissions from Vehicles

The Group encourages employees to consider
environmental impact in their commuting decisions to
reduce air and greenhouse gas emissions. Employees
are reminded to take public transportation as often
as possible and select fuel-efficient vehicles. When
employees are driving, they are advised to use air-
conditioning only when it is necessary.

KPI A1.1 Emissions from vehicles
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Types of emissions (9)
BER Rl (%)
NO, EE=l a7 6,532
SO meatm 156
Particulate Matter (“PM”) R ((PM) 168,746
Hydrocarbons (“HC”) frEbam(THC]) 375
Carbon Monoxide (“CO”) —&btx([COol) 3,400

KPI A1.2 Greenhouse gas ("GHG’) emissions in total

GHG emissions in total are 166 tonnes for the year
ended 31 December 2018, which includes scope 1,
scope 2, and scope 3 emissions as disclosed below.

BREXIEFAZEZRE(BER
B RHHE

BE-F—\F+-A=+—ALLEFE
B R 48 R 1660 - L9 TS
82 fE— RE-RBE=HEY-

—Z— \F4£4$ - Annual Report 2018 57



Environmental, Social and Governance Report
RIE - HERERRS

58

KPI A1.2 Scope 1 - Direct emissions from operations

B M IS B 20 E — — K

that are owned or controlled by the Group BERES ZEK 2 BEEHFRY
2018

—E-N\F
Main categories of Scope 1 emissions:
HE BBz EE2ER
GHG emissions from mobile combustion sources
BEREBRREE ZREREBHERY
Types of emissions (k9)
PRk Rl (F=)
Carbon Dioxide (“CO,”) —EeiR(CO,l) 26,832
Methane (“CH,”) B ([CH, ) 62
Nitrous Oxide (“N,O”) a1 TER(IN,0]) 3,684
Total GHG emissions MERBBETNE 30,578

Indirect Greenhouse Gas Emissions from Electricity

Electricity consumption of the Group is a major part
of its greenhouse gas emissions. Various electricity-
saving policies have been established to reduce the
electricity consumption by the Group. It is required
for proper maintenance of electricity devices to avoid
electricity leakage. Air-conditioning is required to be set
no lower than 25°C in summer.
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KPI A1.2 Scope 2 - Energy indirect emissions
resulting from the generation of purchased or
acquired electricity within the Group

2018
—B-N\fF

BAREMIERA128 [E = — KX E B KB
ENEBEZENELZREREEEMY

Main sources of Scope 2 emissions: Electricity purchased from power companies

HE B EIERR  RENQARABEZESD

Types of emissions (kg)
B AE R (F=)
CO, equivalent emission CO,E EHFM 58,172
Total GHG emissions REREEYNE 58,172

Indirect Greenhouse Gas Emissions from Paper Waste
Disposed at Landfills

Paper consumption is also an environmental concern
in our daily operations. Internally, we have implemented
a number of measures to reduce office paper use and
promote the reuse of paper. For example, in order to
address indirect emissions relating to paper waste
deposited at landfills, we encourage staff to duplex
printing; reuse of single-side used paper; avoid printing
out of short e-mails; adjust the margins and font size
of documents so as to optimise the use of paper and
reduce paper printing by conducting e-filing, etc.

KEHERREEREA CHEAEREY
i

MEHERMERMABELEEPNHRER
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Indirect Greenhouse Gas Emissions from Business —
Travel by Employees

The Group understands long-distance transportation
in business trips increases energy consumption,
which can cause the increase of carbon emissions.
Therefore, the Group reduces travel or avoids meetings
that require long-distance travel as much as possible
through telephone conference, e-mail, courier and
other means of communication.

KPI A1.2 Scope 3 - All other indirect emissions
that occur outside the Group, including both
upstream and downstream emissions

2018
—E-N\F
Activities from which indirect GHG emissions arise:
EEEBEAERBHRY ZEEHR
° Paper waste disposed at landfills

s REEHEREZEA

KB REEREBIRITZFHERE RPN

REE T RABRERT B MRS
e T S BUARBEEIE AN - F It - AN&
BiRAERERE ETEMH RERKE
BN ABA R IRITHB R AR
BIRTTZ &% °

A 52 48 M 15 RA1.280 (B = — K 55 (B L S
EBEEZIBERMBEEHFRY  BiF LFR
#3287

Type of emissions (k9)
Bk Bl (F=)
CO, equivalent emissions CO, & 25 972
° Business air travel by employees
e [EEEKMZTRT
Type of emissions (k9)
Bk 5l (F=)
CO, equivalent emissions CO,EEHFK 75,896
Total GHG emissions REREBERE 76,868
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Discharges into Water and Land

The Group requires that discharges, if any, into water and
land must comply with relevant laws and regulations.

Generation of Hazardous Waste and
Non-hazardous Waste

- Hazardous Waste

Hazardous wastes are those defined by national
regulations. Hazardous wastes are required to be
separated and recorded for collection. No significant
hazardous waste was generated in view of the Group’s
business nature.

KPI A1.3 Total hazardous waste produced

There was no significant hazardous waste generated
in view of the Group’s business nature.

- Non-hazardous Waste
We adopt responsible waste management practices

including avoidance of waste, source reduction, reuse,
recycling and responsible disposal.
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KPI A1.4 Total non-hazardous waste produced

2018
—B-N\fF

FREAMIECAATELEERRZY 2
#a

(Tonnes)

()

Non-hazardous waste produced — Landfill
or Incineration

FRELEZERY) — HERT L

KPI A1.5 Description of measures to mitigate

emissions and results achieved.

In accordance with policies stated above for the
reduction of air and greenhouse gas emissions
from production and vehicles, the Group adopts
the following measures: control the numbers of
vehicles owned by the Group; control the frequency
of employees not to take public transportation for
local business commuting; and control the volume
of business travel by employees. We consider such
measures had been achieved for the year ended 31
December 2018.

KPI A1.6 Description of how hazardous and

non-hazardous wastes are handled, reduction

initiatives and results achieved.

Non-hazardous wastes are sent for landfill or
incineration. In accordance with policies stated above
for the reduction of non-hazardous wastes, the Group
adopts the following measures: control the commercial
wastes generated by employees; control the waste
of papers. We consider such measures had been
achieved for the year ended 31 December 2018.

(A 52 AR 34 15 1R A1.57 I el (X HF I B 2 15
HEREHR -
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X% EHE 1 ©
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e Compliance with Relevant Laws and .
Regulations that Have a Significant
Impact on the Group

For the year ended 31 December 2018, there were no
confirmed non-compliance in relation to air and greenhouse
gas emissions, discharges into water and land, and
generation of hazardous and non-hazardous wastes.

BTHAEBAREALE 2R
EERBRH

BE_ T /\FT_A=+t—HULFE A&
ERABERMBERBIN - MBS
MRESBEBRRYMNEBEREREYM I AERE -

Aspect A2: Use of Resources B HA2: &R E A

The Group recognises that efficient use of resources, including REBRABHYEBRER(BIEGERNMK) THREER
energy and water is one of the important aspects to protect the BZEERFEZ—-

environment.

e Efficient Use of Energy ®

The Group established policies and procedures to reduce
energy consumption in the office, it is suggested to switch
off computers, printers, machines and other electronic
devices after office hours or when leaving the workplace to
reduce power consumption.

KPI A2.1 Direct and/or indirect energy consumption by

BMEFABER
7R W B IR B RR R D AR R

AR BRSO TES ISR SN - 17
ETH Ko ELAh B8 7 3% 5 LABRARZN %

BEREMIEBA2 1R FI & 5 2 HFEER A

type in total EEEREEE
2018
—E-N\EF
Direct energy consumption by type (kWh in’ 000s)
RERE D 2 EERREKE (ATETREE)
Non-renewable fuel consumed PFEIE B AR 128
Electricity power B 66
Total energy consumed FERAEE 194
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e  Water Consumption

The Group requires employees to reduce water

consumption. We conserve water by checking faucets and
pipes for leaks and adopt water saving appliances.

e FXK

AR B ERAR B R Ik o BRI B kB
5B R ERRETRK - AR TR -

KPI A2.2 Water consumption in total BEAEMIEIZEA2. 28 F kB
2018
ZE-\F
(Cubic meter)
(AL F53K)
Annual water consumed FEFEKE 2,049

KPI A2.3 Description of energy use efficiency initiatives

and results achieved

The Group’s ability to use energy efficiently can be revealed
by its intention and measures for the reductions in energy
consumption. The Group’s policies and measures specific to
managing energy use have been stated above. We consider
such policies had been adopted and measures had been
achieved for the year ended 31 December 2018.

Aspect A3: The Environment and Natural
Resources

Environmental education and advocacy among employees
encourage the adoption of environmentally responsible behaviour
which helps fulfil the Group’s commitment to minimising its adverse
impact on the environment. We encourage our employees to join
external events that promote environmental protection on a regular
basis.

[ 3R AR M 15 FRA2. 344 i BE IR 1 i 3% 2 =t B R FIT
SRR

AR BIRRE 2 5t 8 N 8 e R] R R EL A R RE
BES) - R BT LR EE M BRA 2 BUR Mda
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HE_Z—/\F+-A=1+—RHILFEREK
B

EHASRERRRER

HEREZRFHENEEFBRBERFEREL
1R BEPRETAEEEFRER D HHRITEKTF
FE2AGH - R EE 8 E RS A R R R Z 5D
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KPI A3.1 Description of the significant impacts of activities

BRI FAS N T B R IBRAREIR

on the environment and natural resources and the actions

ZEAZERCRNEREHZEZTE

taken to manage them

We understand that our performance in respect of emissions,
waste production and disposal, and use of resources impacts
the environment, we endeavour to minimise such impacts, and
communicate our environmental policies, measures, performance,
and achievements to our stakeholders. No significant impacts on
the environment and natural resources were caused in view of the
Group’s business nature. Policies and/or measures adopted in
the year ended 31 December 2018 specific to managing potential
impacts of activities on the environment and natural resources are
mentioned above.

B. Social

The Group focus on building a harmonious relationship with
our employees, customers, suppliers, business allies and
the communities. We are committed to enhance transparent
relationship with external parties including customers, suppliers,
and business allies, and contribute to our community development.

Employment and Labour Practices

Aspect B1: Employment

The Group has developed a series of employment policies to
ensure employees are treated in a fair and reasonable manner.
We have established our internal policies in accordance with the
relevant labour laws and regulations related to compensation and
dismissal, recruitment and promotion, equal opportunity, diversity,
anti-discrimination.
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Compensation and Dismissal

The Group offers competitive remuneration to attract and
retain talented staff. Remuneration packages are reviewed
periodically to ensure consistency with employment market.
Dismissal is required to comply with employment laws
and regulations, and to follow the internal policies and
procedures. The Group has established a labour contract
in accordance with the law. Whether the employer or
the employee terminates the contract during the period
stipulated by the contract, unless the contract specifies
otherwise, appropriate compensation should be made to the
other party within the terms of the contract. Compensation
amounts are determined according to the terms of the
contract.

The Group has established a fair and reasonable
remuneration policy with the principles of fairness, incentive
and legality. Employees’ remuneration packages include
basic salaries and performance-based bonuses which
shall be determined by their qualifications, experience and
prevailing market rates. Apart from the basic remuneration
package, our Group also offers a wide range of benefits
including medical insurance coverage and paid leaves for
sick and marriage in addition to statutory holidays.

Recruitment and Promotion

The Group attracts talent through flexible, fair and
transparent recruitment strategy. Recruitment process
includes application for recruitment, description of position,
collection of job applications, interview, selection, approval,
and job offering. Promotion is based on performance and
suitability.

Environmental, Social and Governance Report
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e  Fqual Opportunity, Diversity and Anti-
discrimination

The Group always strives to provide a fair and impartial
working environment where the employees are treated
equally and paid due respect. All employees are assessed
and remunerated based on their ability, job performance and
contribution irrespective of their gender, race, employment
type, age, and geographical region.

e Compliance with Relevant Laws and
Regulations that Have a Significant Impact
on the Group

For the year ended 31 December 2018, there were no
confirmed non-compliance in relation to compensation and
dismissal, recruitment and promotion, equal opportunity,
diversity and anti-discrimination.

Aspect B2: Health and Safety

The Group strives to provide a healthy and safe working
environment for our employees. The Group promise that it
providing an effective and safe working environment for our
employees. We also take the approaches of training and safety
inspection to ensure the interest of our employees.

e Providing a Safe Working Environment

The Group requires entities to establish and document
policies and procedures on safety for employees to follow,
set targets for the safety of employees, monitor the safety
performance against the targets periodically, and report any
safety incidents to management. The Group has equipped its
office with suitable fire-fighting facilities like fire extinguishers.
Designated staff would conduct inspection from time to time
S0 as to ensure the exit passageway clear and unblocked.
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e  |Work-life Balance

The Group focuses on the balance between life and work
of employees, and organizes activities on a regular basis to
ensure that employees are physically and mentally healthy.

e  Compliance with Relevant Laws and
Regulations that Have a Significant Impact
on the Group

For the year ended 31 December 2018, there were no
confirmed non-compliance in relation to providing a safe
working environment and protecting employees from
occupational hazards.

Aspect B3: Development and Training

The Group is committed to providing adequate training for our
employees to improve their knowledge and skills for discharging
duties at work and for their career development.

e Employee Development

The Group requires employees to attend internal and
external training courses in accordance with departmental
or business unit training plan, including new employee
orientation and employee continuing education to improve
employees’ knowledge and skills for their job positions. The
costs of qualified training courses are borne by the Group.

e Training Activities

The Group strives to provide an environment where our
employees can grow professionally and develop their career
path that meets the long-term growth of our business
simultaneously. Our Group provides continuous on-the-
job training to our employees to enhance their knowledge
and skill. We also encourage our staff to attend courses or
trainings for individual professional development organized
by external entities.
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The Group also provides its directors with regular reading
materials to ensure that they keep abreast of the latest
regulatory requirements, corporate governance practices,
financial information and market trends.

Aspect B4: Labour Standards

The Group is committed to preventing child and forced labour in
the workplace.

e Preventing Child and Forced Labour

Our Group has complied with all relevant laws and
regulations that have a significant impact on us relating
to the prevention of use of child and forced labour. We
do not accept any form of forced labour service. We also
prohibit employing child labour at any working place under
any circumstances. Our Group will inspect applicant’s
documents and qualification strictly during the recruitment
process to ensure that all relevant laws in respect thereof are
complied with.

e  Compliance with Relevant Laws and
Regulations that Have a Significant Impact
on the Group

For the year ended 31 December 2018, there were no
confirmed non-compliance in relation to child and forced
labour.

Operating Practices

Aspect B5: Supply Chain Management

Supply chain management is one of the important areas of our
operation, which includes managing environmental and social risks
of the supply chain.
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Suppliers are chosen subjecting to screening and evaluation
procedures among the suppliers, based on the quality, service,
delivery, price, and applicable environmental and social
considerations. Also, the Group established supply chain
management policies and procedures, including assessment,
selection, approval, procurement, and performance evaluation.

As customers are becoming more concerned about environmental
issues, the Group will continue to communicate those
environmental issues to our suppliers.

Aspect B6: Product Responsibility

Product responsibility refers to services quality and privacy matters
relating to products and services provided.

e  Services quality

The Group is fully responsible for our products and services.
We believe that student satisfaction is the foundation of our
survival. In order to ensure and maintain high quality services,
the Group provides trainings for employees to familiarize
them with the standard operational procedures.

e  Privacy Matters

The Group is committed to protecting customer data and
privacy information. Training to staff members in this regard
and proper information system security are required.
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e  Compliance with Relevant Laws and
Regulations that Have a Significant Impact
on the Group

For the year ended 31 December 2018, there were no
confirmed non-compliance in relation to services quality and
privacy matters relating to products and services provided.

Aspect B7: Anti-corruption

Our Group is committed to maintain ethics and integrity at the
highest standard in business. We have zero tolerance to corruption
and bribery. All directors and staff must strictly comply with our
Group’s Employee Handbook to prevent any action of bribery and
corruption and they shall also follow relevant rules and guidelines
when any conflict of interests arises. It is our Group’s policy that
no employee is allowed to solicit or accept any advantages from
customer, potential customer, or company business partner. The
types of advantages and interests include but not limited to money,
gift, loan, fee, reward, employment, contract, service and favour.
Our Group has a whistle-blowing policy and we encourage staff to
report any suspected corruption case directly to our Group’s top
management.

e  Compliance with Relevant Laws and
Regulations that Have a Significant Impact
on the Group

For the year ended 31 December 2018, there were no
confirmed non-compliance in relation to bribery, extortion,
fraud and money laundering.
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Community

Aspect B8: Community Investment

The Group focuses on the surrounding communities and to ensure
the Group’s activities take into consideration of the communities’
interest.

e Community Activities

The Group encourages and supports employees to
volunteer their time to help those who are less fortunate and
advantaged in the community.

e  [Fnvironmental Protection

All employees of the Group are encouraged to participate
in environmental protection activities and raise the
environmental awareness of people in the communities.
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Independent Auditor’s Report

18 3 % B R 5

To the shareholders of
China E-Information Technology Group Limited
(Incorporated in the Cayman Islands with limited liability)

Report on the Audit of the Consolidated Financial
Statements

Opinion

We have audited the consolidated financial statements of China
E-Information Technology Group Limited and its subsidiaries
(collectively referred to as “the Group”) set out on pages 84 to 192,
which comprise the consolidated statement of financial position
as at 31 December 2018, and the consolidated statement of profit
or loss and other comprehensive income, consolidated statement
of changes in equity and consolidated statement of cash flows
for the year then ended, and notes to the consolidated financial
statements, including a summary of significant accounting policies.

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

Basis for Opinion

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

Key audit matters are those matters that, in our professional
judgment, were of most significance in our audit of the
consolidated financial statements 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.

No. Key Audit Matter

FREESEE

BREBTFESREAZBANERHEG  RRER
SR BREANETRRERNER ZFFA
REAZBMEFBEGAVBHRRMHAERRK
EITREN - AZBE T EHZSTERERERE
Bo

How our audit addressed the Key Audit Matter

1 Impairment assessment of investment in an associate
Refer to note 18 to the consolidated financial statement.

The Group acquired 49% equity interest in Beijing Youli
Lianxu Technology Company Limited (“Youli”) which
are accounted under the equity method by issuance of
convertible notes with the aggregate principal amount
of HK$91,581,000 in April 2017. Following a review of
the business and the outlook for the industry, the Group
has appointed an expert to perform an appraisal of the
recoverable amount of the associate as at 31 December
2018 to determine whether any impairment provision
should be made on the investment in an associate.
The recoverable amount of the associate has been
determined on the basis of value-in-use calculation. In
carrying out the impairment assessments, significant
judgements are required to estimate the future cash
flows of the e-commerce platform and to determine the
key assumptions, including the growth rate used in the

Our procedures in relation to impairment assessment of
investment in an associate included:

Understanding the management’s process for
estimating the recoverable amounts of investment in
an associate;

Evaluating the independent external valuer’s
competence, capabilities and objectivity;

Assessing of the reasonableness of the assumptions,
judgements, valuation techniques and the key inputs
adopted by the valuer by comparing these estimates
and judgments, e.g. discount rate;

Checking, on a sample basis, the accuracy and
relevance of the input data provided by management
to the external valuer.

cash flow projections, and the discount rates applied to ~ Based on the audit procedures performed, we found

bring the future cash flows back to their present values.  the estimates and judgments used in the impairment
assessment of investment in an associate to be supported

The Group has an investment in an associate of by the available evidence.

approximately HK$101,743,000 as at 31st December

2017. Based on the results of the impairment

assessment conducted by the expert, an impairment

provision of approximately HK$55,027,000 has been

recorded to reflect the fair value of investment of the

associate to their estimated recoverable values.
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Key Audit Matters (Continued)

No.

Key Audit Matter

How our audit addressed the Key Audit Matter

76

Valuation of contingent consideration receivables
Refer to note 20 to the consolidated financial statement.

Pursuant to the sales and purchases agreement in
relation to the acquisition of 49% equity interest in
Youli, the consideration payable to the vendors shall be
HK$91,581,000 subject to adjustments of 2017 and
2018 Profit Targets.

Since at the date of completion of the acquisition,
the amounts of the reductions in consideration are
contingent, the Group recognised a contingent
consideration receivable at date of completion of the
acquisition. The contingent consideration receivable
was initially recognised at fair value and subsequently
measured at fair value with changes recognised in profit
or loss. In determining the fair value of the contingent
consideration receivable, management considers the
probability of meeting the 2017 and 2018 Profit Target
based on the historical information and profit forecast.
The fair value measurement requires management’s
estimation and significant judgment on post-acquisition
performance of the acquired businesses and discount
rates used. The Group has appointed an expert to
perform an appraisal of the contingent consideration
receivable arising from a profit guarantee clause in
relation to the acquisition of Youli. For the year ended
31 December 2018, management reassessed the fair
value of contingent consideration and determined it as
HK$14,619,000. Accordingly, a HK$14,685,000 gain
was recognised in the consolidated statement of profit or
loss.

Our procedures in relation to valuation of contingent
consideration receivables included:

° Evaluating profit forecasts used in the contingent
consideration receivable calculation and tested the
mathematical accuracy of the underlying calculation of
the consideration receivable;

° Evaluating the independent external valuers’
competence, capabilities and objectivity;

o Assessing the reasonableness of the assumptions,
judgements and the key inputs adopted by the valuer
by comparing these estimates and judgments, e.g.
discount rate;

o Reviewing the sensitivity analyses on the key
assumptions;

o Checking, on a sample basis, the accuracy and
relevance of the input data provided by management
to the external valuer.

Based on the audit procedures performed, we found the
estimates and judgments used in the valuation of the
contingent consideration receivable as at 31 December
2018 to be supported by the available evidence.
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Key Audit Matters (Continued)

No.

Key Audit Matter

How our audit addressed the Key Audit Matter

78

Cash and cash equivalents
Refer to note 23 to the consolidated financial statement.

As at the date of 31st December 2018, the cash and
cash equivalents in the consolidated statement of cash
flow is approximately HK$70,898,000. There has been
the amount of approximately HK$31,029,000 included
in the Group "s cash and cash equivalents at the balance
sheet date maintained by Beijing University of Chinese
Medicine (the “University”).

We acknowledged that such internal control policy
exercised by the Distance Education College of Beijing
University of Chinese Medicine (“the College”) and the
University has applied segregation of duties with tuition
fee received from the learning centers being placed to
the bank account of the University.

Our procedures in relation to the cash and cash equivalents
place with Beijing University of Chinese Medicine included:

. Evaluating the policy designed and implemented that
the cash and cash equivalents has been actually
transferred to the University from the College;

° Vouching the majority amounts of fund transferred to
the University;

° Performing the walk-through test on such segregation
of duties and custody of cash balance.

Based on the audit procedures performed, we found the
cash and cash equivalents to be supported by the available
evidence.
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18 3 % B R 5

Other Information

The directors of the Company are responsible for the other
information. The other information comprises all the information
in the Group’s 2018 annual report (other than the consolidated
financial statements and our auditor’s report thereon) (“Other
Information”).

Our opinion on the consolidated financial statements does not
cover the Other Information and we do not express any form of
assurance conclusion thereon. In connection with our audit of the
consolidated financial statements, our responsibility is to read the
Other Information and, in doing so, consider whether the Other
Information is materially inconsistent with the consolidated financial
statements or our knowledge obtained in the audit or otherwise
appears to be materially misstated. If, based on the work we have
performed, we conclude that there is a material misstatement of
this Other Information, we are required to report that fact. We have
nothing to report in this regard.

Responsibilities of Directors and
Those Charged with Governance
for the Consolidated Financial
Statements

The directors 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 that comply
with the disclosure requirements of the Hong Kong Companies
Ordinance, and for such internal control as the directors determine
is necessary to enable the preparation of consolidated financial
statements that are free from material misstatement, whether due
to fraud or error.

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

Those charged with governance are responsible for overseeing the
Group’s financial reporting process.
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Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements

Our objectives are to obtain reasonable assurance about whether
the consolidated financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to
issue an auditor’s report that includes our opinion. We report our
opinion solely to you, as a body, 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.

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

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

° Obtain an understanding of internal control relevant to the
audit in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Group’s internal
control.
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Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements (Continued)

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

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

° 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 2 manner that achieves fair presentation.

° 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.
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Auditor’s Responsibilities for the
Audit of the Consolidated Financial
Statements (Continued)

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

The engagement director on the audit resulting in this independent
auditor’s report is Wong Wang Tai Ivan.

Gl CPA Limited
Certified Public Accountants

Wong Wang Tai Ilvan
Practising Certificate Number: P02900

Hong Kong
29 March 2019
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Consolidated Statement of Profit or Loss and other
Comprehensive Income

GEEERkEMEERER

For the year ended 31 December 2018
HE-Z—)\E+_A=1+—RAL=FE

2018 2017
—E-N\F ZE—tF
Notes HK$’000 HK$ 000
PsE FHExT T
Revenue U & 7 57,856 52,757
Cost of goods sold and services provided — $5% & & AR HEAR IS 2 AR (28,892) (30,154)
Gross profit EX 28,964 22,603
Other income H b Yeas 8 15,176 9,040
Other losses HAthEsiE 9 (10) (3,079)
Administrative expenses THRX (61,519) (65,335)
Impairment losses on investment in an BN RIREETE
associate 18 (55,027) -
Equity-settled share-based payment ARG A B 2 DARR S 5 3R0E - (28,905)
Finance costs, net BLE KA FER 10 (10,225) (6,370)
Share of result of investments in associates JE{G AN FIRIIGE ~ #4& 3,628 5,649
Loss before tax RRBATET B 11 (79,013) (66,397)
Income tax Frig i 13 - -
Loss for the year REEEIE 11 (79,013) (66,397)
Loss for the year attributable to: IR AT EMAEEES
Owners of the Company ZIN/NSIES YN (90,842) (76,543)
Non-controlling interests IEFEPRRE RS 11,829 10,146
(79,013) (66,397)
Loss per share BRER 15
- Basic —HK (244 cents fl)  (2.21 cents 1ll)
— Diluted —#E N/A RiEA N/A 7T~ 3E FR
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2018 2017
—g-N\F Ttk
Notes HK$’000 HK$’000
B FExT FAT
Loss for the year RFZEIE (79,013) (66,397)
Other comprehensive (expense) income  Hith 2 (FA s ) ek
ltems that may be reclassified subsequently E 14 i EFT 7 AE = 1825 9IHH -
to profit or loss:
Exchange differences on translating foreign 4F IR E G INE TS B 4 7 (B H, = %58
operations arising during the year (5,432) 542
Other comprehensive (expense) Hib2mE (5 WEE (HIBRFFEH)
income, net of income tax (5,432) 542
Total comprehensive expense AEEZEBAZRAE
for the year (84,445) (65,855)
Total comprehensive (expense) income UTATEAAFEZE(FAL)
for the year attributable to: Wasia s
Owners of the Company ZAN/NEIEEY SN (96,274) (76,001)
Non-controlling interests AR 11,829 10,146
(84,445) (65,855)
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Consolidated Statement of Financial Position

Se BB R

As at 31 December 2018
RZZE-NF+ZA=+—H

2018 2017
—E-N\F —t5F
Notes HK$’000 HK$'000
B FHExT FAT
Assets and liabilities EEREE
Non-current assets FREBEE
Goodwill [EES 16 - -
Contingent consideration receivable RIS s AARAB 20 - 520
Financial assets at fair value through profit EiBEZRATES|R 2 emEE
or loss 22 15,107 -
Property, plant and equipment ME - BB KR 17 9,588 8,228
Investment in an associate WEHENT] 18 51,000 101,743
75,695 110,491
Current assets REBEE
Investment held for sale FHELERE 19 - 38,000
Contingent consideration receivable JEU S AARAE 20 14,619 -
Due from an associate AN B e 32 - 14,304
Other receivables Hﬁﬂﬁﬁ AR R 21 88,374 77,239
Financial assets at fair value through profit & iBBz51R A TESIEY S EE
or loss 22 507 565
Cash and cash equivalents e MHEEEIER 23 70,898 20,767
174,398 150,875
Total assets EERE 250,093 261,366
Current liabilities REAE
Trade and other payables B 5 REMEMBRR 24 29,249 28,330
29,249 28,330
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2018 2017
—E-NE —E—+F
Notes HK$’000 HK$'000
5T FHExT FHET
Non-current liabilities FREBEE
Convertible notes AR ER 28 34,645 24,420
Deferred tax liabilities EERIBAE 25 5,891 5,891
40,536 30,311
Total liabilities BE8%E 69,785 58,641
Net current assets REBEEFE 145,149 122,545
Total assets less current liabilities EEHAERABERE 220,844 233,036
Net assets EEFHE 180,308 202,725
Capital and reserves BAR#HiE
Share capital kN 26 375,130 356,590
Reserves B (212,500) (159,714)
Non-controlling interests FEEAR M 17,678 5,849
Total equity R 180,308 202,725
The consolidated financial statement on pages 84 to 192 were FOIBEF1RENGAEUBHREN_E—NF=A

approved and authorised for issue by the Board of Directors on 29

March 2019 and are signed on it behalf by:

Yuan Wei
=E
Director

EF

“HNARESSHERFEETIE YA TIIESK

HE

Zhang Jianxin
REH
Director

EF
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Consolidated Statement of Changes in Equity
mERREER

For the year ended 31 December 2018

BE-Z-N\F+ZA=

+—B L

Convertible
Share-based  Exchange notes  PRC staff Non
Share Share  payment fluctuation equity award fund Accumulated controlling Total
capital  premium reserve reserve reserve reserve losses Total interests equity
HESI
DR%A  ERR® TEREE  KBES
RE  REOEE il R EERE W REE Y EEREE  ERAH
HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000 HK$'000  HK$'000 HK$'000 HK$'000
TiEn Tin TR Ti#n Tin TiEn Ti#n T TiEn TiEn
At 1 January 2017 e e s ! 330,498 287,747 57,070 8,652 1,174 8,968 (646,820) 147,279 6,296 153,575
(Loss) profitfor the year TEE (B RN - - - - - - (16543 (76543 10,146 (66,397)
Other comprehensive income REREMPANE
for the year - - - 542 - - - 542 - 542
Total comprehensive income TEE2ENG(ER)
(expense) for the year k) - - - 542 - - (76,543) (76,001) 10,146 (65,855)
Dividends paid tonon-controling ~~ 3EiARER ST 7
interest ) - - - - - - - - (10598 (10,593)
Issue of convertible notes BOSREE - - - - 59511 - - 50,511 - 50,511
Deferred tax liabilty on recognition of ~ HERAARZ A
equity component of convertible AEERESE
notes 9819 9819) )
Issue of share option BB - - 28,906 - - - - 28,905 - 28,905
Issue of shares by exercised of REREETEMET
share option i) 10,700 23,207 (7,022 - - - - 26,385 - 26,885
Transfer to PRC staff award fund ERRHSTHE
reserve EEHE - - - - - 2,172 - 2,172 - 2172
Redemption of convertible notes B AT HARER - - - - (1,174) - 1,174 - - -
Conversion of convertible notes BHAARER 15,302 21829 - - (23,805) - - 13416 - 13416
Deferred tax labllty released upon BT AREEEAR
conversion of convertiable note EHIEEE - - - - 3928 - - 3,928 - 3928
At 31 December 2017 and i
1 January 2018 +ZA=t-H
RZ3-N\E
-A-H 356,590 332,783 78,953 9,194 29,815 11,730 (622,189) 196,876 5,849 202,725
(Loss) proft for the year REE(BE)ERN - - - - - - (90842 (90842) 1829 (19,01
Other comprehensive expense TEREMEZERY
for the year - - - (5,432 - - - (5,432 - (5,432)
Total comprehensive (expense) REERERY W&
income for the year i) - - - (5,432 - - (90,842) (96,274) 11,829 (84,445)
Transfer upon the lapse of share AL RER
optons - ) - - - 2919 - - -
Issuie of shares by exercised of REREEEMET
share option Bfp 5,540 17,204 (6,216) - - - - 16,528 - 16,528
Issue of share placing RiARERT 13,000 32,500 - - - - - 45,500 - 45,500
At 31 December 2018 RZE-N%
+-A=t-H 375,130 382,487 69,818 3,762 29,815 11,730 (710,112 162,630 17,678 180,308

88

CHINA E-INFORMATION TECHNOLOGY GROUP LTD. -

TEAKREENREEERAT



Consolidated Statement of Cash Flows

GERERER

For the year ended 31 December 2018
BHE-_Z—)\F+-A=+—HILFE

2018 2017
—E-N\F T —tF
Notes HK$’000 HK$'000
BEE FExT FAT
Cash flow from operating activities REERELCHESRE
Loss before tax FRAE A ES 18 (79,013) (66,397)
Adjustments for: A& AR -
Finance cost, net BhE K A5 10,225 6,370
Depreciation e 2,611 2,031
Interest income FEUA (422) (203)
Equity-settled share-based payments PANRFESEE 2 AR SZ (<3008 - 28,905
Net realised gains on financial assets at fair FBEFRILAFEFEZ S RE
value through profit or loss E2 BB W=FE - (192)
Net unrealised (gains) losses on financial  FiBIEFIZ AT EFEZ S @ME
assets at fair value through profit or loss EAREE (&) BEFE (49) 259
Net share of result of investments in JEIEREEE N B RIRE 2 248
associates EER (3,628) (5,649)
Fair value change of contingent RS ARE AT EEE)
consideration receivable (14,685) 1,180
Loss on investment held-for-sale HIELEREEE - 1,640
PRC staff award fund HEE THRBES - 2,772
Impairment loss on investment in an WE—FiE AR RIERE
associate 55,027 -
Impairment loss on other receivables Hib EUERFURER B 3,000 -
Reversal of impairment loss on other OV 5 b U R SR BB 18
receivables - (2,975)
Exchange loss (gain) b 5 518 (Uas) 10 (5,470)
Operating cash flows before EELSRBAREERY
movements in working capital HERE (26,924) (37,729)
Changes in other receivables FL U AR R (14,031) 10,681
Changes in trade and other payables B 5 N H AR AR E 919 5,770
Cash used in operations REEBMARS (40,036) (21,278)
Overseas taxes paid BAHEINRIE - -
Net cash used in operating activites & EBHARSEE (40,036) (21,278)
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Consolidated Statement of Cash Flows
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For the year ended 31 December 2018
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2018

—E-\F

Notes HK$’000
BEE FHExT

2017
—E—tF
HK$'000
TR

Cash flow from investing activities

Payment of property, plant and equipment

Purchases of financial assets at fair value
through profit or loss

Proceed from financial assets at fair value
through profit or loss

Interest received

Dividends paid to non-controlling interest of

a subsidiary

Loans to an associate

Repayment of loans and interest from
an associate

Capital injection to an associate

Proceeds from disposal of investment held

for sales

RETHEEZHERE
SIS RS MRS 2 F0R
BEABERRATEAEZS

BBEGRATHEAEZERE

A — M A ) 2 SRR 2 2

FHEHEIRE 2P

(4,041)

(15,000)

302

14,320
(4,142)

38,000

(8,849

7,320
203

(10,593)
(14,200)

Net cash from (used in) investing
activities

REZFHME (A REFE

29,439

(26,119

Cash flow from financing activities

Redemption of Convertible notes

Proceeds from issue of shares by
placements

Exercised of share option

BMEZHMERENE
LIRS
BIBRCERITR Z 1SR

45,500
16,528

(10,000)

26,885

Net cash generated from financing
activities

BMEEHREREFE

62,028

16,885

Net increase (decrease) in cash and
cash equivalents

Cash and cash equivalents at the
beginning of the year

Effect of foreign exchange rate changes

RERREEEER ZEM

FHNZRERAEEEEE

g
=

i

51,431

20,767

(1,300)

(30,512)

51,128

151

Cash and cash equivalents at the end

of the year

FRZESRAESEEER

23 70,898

20,767

90  CHINA E-INFORMATION TECHNOLOGY GROUP LTD. - s EIB#&{E SNH EMERAT



Notes to the Consolidated Financial Statements
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For the year ended 31 December 2018
BHE-_Z—)\F+-A=+—HILFE

GENERAL INFORMATION

China E-Information Technology Group Limited (the
“Company”) is incorporated in the Cayman Islands as an
exempted company with limited liability under the Companies
Law (Revised) of the Cayman Islands on 10 July 2001. The
shares of the Company are listed on the GEM of The Stock
Exchange of Hong Kong Limited (the “Stock Exchange”).

The addresses of the registered office and principal place
of business of the Company are disclosed in the section of
“Corporate Information” in the annual report.

The consolidated financial statements are presented in
Hong Kong dollars and all values are rounded to the nearest
thousand except when otherwise indicated.

The Company acts as an investment holding company. The
principal activities of its principal subsidiaries are set out in
note 38 to the consolidated financial statements.

—REH

TEBEEENMRERERAR(ARA DS
R-ZEZE-FLATHERSHERERS
BERRDA(RER] ) MR L ZZRR2ER
RE - ARBBNEBRBHAXZAERRA
(TB4 22 P DGEM 77

ARRREMPER N BEEHE 2 IR F
WIRRER | —HiKE

RAMBREAETINE -BRABEAEIN P
BHEOHERIAEREIZ TRB-

AAT BRI ERRAT  AATEEH B
ATMEBLHRNGA P HBEN 38 -
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2.

92

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

The Group has applied the following new and revised
HKFRSs issued by the Hong Kong Institute of Certified
Public Accountants for the first time in the current year.

. HKFRS 9 Financial Instruments

° HKFRS 15 Revenue from Contracts with Customers

° Classification and Measurement of Share-based
Payment Transactions — Amendments to HKFRS 2

° Annual Improvements 2014-2016 cycle

° Transfers to Investment Property — Amendments to
HKAS 40

° Interpretation 22 Foreign Currency Transactions and
Advance Consideration

Except as describe in “Changes in acounting polices” stated
in Note 4 in relation to the adoption of HKFRS 9 and HKFRS
15, the application of the new and revised 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.

RAEE  AEEERERATHE LG
REMMZHE] REIETT BB B RELER -

s ABMBHELUNFSREHTA

s AEVBHREERNFISRAGEFLEH
A

s URUDWBEBRNARZZDBRAE—
BB B ERE 29 2 EFT A
s —E-MEF_FT-NFHAHFEN

Fi:3

s BEKEWE-ZBEIERAFI0ONRZ
EETA

o  BEF22HINERZREANAE

BREfFTARTIL . B AR E B B E /59
SR BAMEREERFEISH 2 A BKRE
B | PRt E SN RAFRERE REERTRE
M REENL EBHAREARAFEBEFE
ZIBRB MR R, Nz SR & MR
BNEEKEATE -
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3.

ISSUED BUT NOT YET EFFECTIVE
HKFRSs

The Group has not applied the following new and revised
HKFRSs, that have been issued but are not yet effective:
Amendments to HKFRS 9 Prepayment Features with
Negative Compensation’
Amendments to HKFRS 10 Sale or Contribution of Assets
and HKAS 28 (2011) between an Investor and its
Associate or Joint Venture®

Amendments to HKAS 19 Plan Amendment. Curtailment

or Settlement’
HKFRS 16 Leases’
HKFRS 17 Insurance Contracts’

Amendments to HKAS 28  Investments in Associates
and Joint Ventures'

HK (IFRIC)-Int 23 Uncertainty over Income Tax

Treatments’
Annual Improvements Amendments to HKFRS 3.
2015-2017 Cycle HKFRS 11. HKAS 12
and HKAS 23"

Effective for annual periods beginning on or after 1 January
2019

Effective for annual periods beginning on or after 1 January
2021

No mandatory effective date determined but available for
early adoption

Further information about those HKFRSs that are expected
to be applicable to the Group is as follows:

HKFRS 16 was issued by the HKICPA in May 2016, which
provides a comprehensive model for the identification of
lease arrangements and their accounting treatment in the
financial statements of both lessors and lessees. The new
standard maintains substantially the lessor accounting
requirements in the current HKAS 17 Leases.

3. CHEMERMREMZERBYH

s

AREE AR ERIATERMERARERZ ]
RIERT B RM B MRS R -

BAMBHREEN  AFRBENENEN
FORZIEFTA Fi

BAMBRELEN REFEABESLFAHAAE
FORREEES PEZENEELER
AHERIF285R 2 EE°

BRI (T ——5F)
BEGEREE  HEET EHEE

pACHIES

BB RS AR HE

E165%

BB RE LR REALF

E175

BAGHERFE8E REERAREEDE
pACHIES ZIRE

B8 (BRHBRE  AEHEENTETIE
2EZE®)

—AIEF235

ZE-AFER-F—+ BEUBHRELERER
FHEZ FREHE B R AR
F115% - BB QR
F12RRBEBG LR
550358

! R-ZE-NF—A— Bz &RARNFEHH

£
: MRoZE - —F—A— Bz &RRNFEHH
£

¢ 3 458758 X 58 ) A A B ME BT TR R AR AN
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3.

94

ISSUED BUT NOT YET EFFECTIVE
HKFRSs (Continued)

A lessee is required to recognise a right-of-use asset and a
lease liability at the commencement of lease arrangement. A
right-of-use asset includes the amount of initial measurement
of a lease liability, any lease payment made to the lessor at
or before the lease commencement date, estimated cost
to be incurred by the lessee for dismantling or removing
the underlying assets from and restoring the site, as well as
any other initial direct cost incurred by the lessee. A lease
liability represents the present value of the lease payments.
The right-of-use asset is subsequently measured at cost
less accumulated depreciation and any impairment losses,
unless it meets the definition of investment property in HKAS
40; or relates to a class of property, plant and equipment to
which the revaluation model is applied. The lease liability will
be subsequently increased by the interest accrual, which
will be charged to profit or loss, and deducted by lease
payments. The standard provides a single lessee accounting
model, requiring lessees to recognise assets and liabilities
for all leases unless the lease term is 12 months or less or
the underlying asset has a low value. For lessors, there is
little change to existing accounting in HKAS 17 [eases. The
Group expects to adopt HKFRS 16 on 1 January 2019.

As disclosed in note 29 to the consolidated financial
statements, the Group had total future minimum lease
payments under non-cancellable operating lease as at 31
December 2018 amounting to approximately HK$9,517,000.
The directors do not expect the adoption of HKFRS 16
would result in a significant impact on the Group’s financial
performance but expect that certain portion of these lease
commitments will be required to be recognised in the
consolidated statements of financial position as right-of-
use assets and lease liabilities. Further analysis, however,
will be needed to determine the amount of new right-of-use
assets and lease liabilities to be recognised, including, but
not limited to, any amounts relating to leases of low-value
assets and short term leases, other practical expedients and
reliefs chosen, and new leases entered into or existing leases
expired before the date of adoption.

3. CHEMERMREMZERBYH

AR (=)

AAABREELHFRBRER—BEREE
ER—EBHEEE TRAREERIEHEAR
MtastE4E REERB ARz
AN ERBERIE  ABAFRDEIBR
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R )IG I - WA E R 3 - sz 2ER IR 2
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MBE A BREERE165%
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4. SIGNIFICANT ACCOUNTING

POLICIES
Statement of compliance

These consolidated financial statements have been prepared
in accordance with HKFRSs. In addition, the consolidated
financial statements include applicable disclosures required
by the Rules Governing the Listing of Securities on the GEM
of the Stock Exchange and the Hong Kong Companies
Ordinance.

Changes in accounting policies

The following explain the impact of the adoption of HKFRS 9
Financial instruments (“‘HKFRS 9”) and HKFRS 15 Revenue
from contracts with customers (“HKFRS 15”) on the Group’s
consolidated financial statements and also discloses the new
accounting policies that have been applied from 1 January
2018, where they are different to those applied in prior
periods.

(@  Adoption of HKFRS 9

HKFRS 9 Financial Instruments replaces HKAS 39
Financial Instruments: Recognition and Measurement
for annual periods beginning on or after 1 January
2018, bringing together all three aspects of the
accounting for financial instruments: classification and
measurement, impairment and hedge accounting.

There was no significant impact on the Group’s
financial position and financial results upon initial
application at 1 January 2018.

Further details of the nature and effect of the changes
to previous accounting policies and the transition
approach are set out below:

BREH

RAEMBHRERIEREBMBRE L RRM
B o RS #R A B 76 R B R B X FTGEMRE 55
ERRAREARRGRPIRE 2 ERBEFTEEF

B BEREH

TXEEBERMBEMBEREENEORERT
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QAR HEBAHEMERE TR -

I8 O

KRB B RE LR F R

S
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—\F-A- BRI ZERFEIFEDR
MK E LG ERFEIREMTA
WRLFE BeRmIAGFZMAE=@
HEAHE K DEKE RERY
e
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Changes in accounting policies (Continued)

Classification and measurement

HKFRS 9 classifies financial assets into three principal
classification categories: measured at amortised cost, at fair
value through other comprehensive income (“FVOCI”) and at
fair value through profit or loss (“FVTPL”). These supersede
HKAS 39’s categories of held-to-maturity investments,
loans and receivables, available-for-sale financial assets and
financial assets measured at FVTPL. The classification of
financial assets under HKFRS 9 is based on the business
model under which the financial asset is managed and its
contractual cash flow characteristics.

Under HKFRS 9, the classification for all of the Group’s
financial assets and financial liabilities measured at amortised
cost remain the same. The carrying amounts for all financial
assets and financial liabilities at 1 January 2018 have not
been impacted by the initial application of HKFRS 9.

Impairment

HKFRS 9 requires an impairment on debt instruments
recorded at amortised cost or at fair value through other
comprehensive income, lease receivables, loan commitments
and financial guarantee contracts that are not accounted
for at fair value through profit or loss under HKFRS 9, to be
recorded based on an expected credit loss model either on
a twelve-month basis or a lifetime basis. The Group applied
the simplified approach and record lifetime expected losses
that are estimated based on the present values of all cash
shortfalls over the remaining life of all of its receivables.
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SRR AR E R HIRE - B EUYGK
BAHEESRMEEREBBRE A FER
EZeMEE -BBVHREEREORETE
MEEZDBENRBEEESREEZEBEN
AEEEHNREREREETE -

RIEE B TS ERIEON A REFA R
WA B2 S MEERSBE EZHBRE
T HAERAERERABN B —N\F
—A— R EEELREE R EAE B
REEAIBORZ HE -

HE

ERMBRELEREIFRERBEREVE®
SFERNFSRE N A FEFABRETENR
BZIREHRA S RSB AR R E R SRS
FEIREHTA  RUAETIR  EF0E
REBRERZBE BER T —EAEERE
HEEREMEEEBREANR - AEEER
B eI % RBEEAARYGRIER R N FED
NZARERBZRE G2 HEMEE
W2 N

CHINA E-INFORMATION TECHNOLOGY GROUP LTD. - HFEIfZEERNEEEERATE



4. SIGNIFICANT ACCOUNTING
POLICIES (continued)

Changes in accounting policies (Continued)

(b)  Adoption of HKFRS 15

HKFRS 15 and its amendments replace HKAS 11
Construction Contracts, HKAS 18 Revenue and
related interpretations and it applies, with limited
exceptions, to all revenue arising from contracts
with customers. HKFRS 15 establishes a new five-
step model to account for revenue arising from
contracts with customers. Under HKFRS 15,
revenue is recognised at an amount that reflects the
consideration to which an entity expects to be entitled
in exchange for transferring goods or services to a
customer. The principles in HKFRS 15 provide a more
structured approach for measuring and recognising
revenue. The standard also introduces extensive
qualitative and quantitative disclosure requirements,
including disaggregation of total revenue, information
about performance obligations, changes in contract
asset and liability account balances between periods
and key judgements and estimates. As a result of the
application of HKFRS 15, the Group has changed the
accounting policy with respect to revenue recognition
in note 4 to the financial statements.

There was no significant impact on the Group’s
financial position and financial results upon initial
application at 1 January 2018. Comparative
information continues to be reported under HKAS 11
and HKAS 18.

Basis of preparation

The consolidated financial statements have been prepared
under the historical cost convention, except for certain
financial assets which have been measured at fair value, as
explained in the accounting policies set out below.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Basis of consolidation

The consolidated financial statements include the financial
statements of the Company and its subsidiaries (collectively
referred to as the “Group”) for the year ended 31 December
2018. The financial statements of the subsidiaries are
prepared for the same reporting period as the Company,
using consistent accounting policies. The results of
subsidiaries are consolidated from the date of acquisition,
being the date on which the Group obtains control, and
continue to be consolidated until the date that such control
ceases.

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

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

POLICIES (continued)

Basis of consolidation (Continued)

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

Subsidiaries

A subsidiary is an entity (including a structured entity), directly
or indirectly, controlled by the Company. Control is achieved
when the Group is exposed, or has rights, to variable returns
from its involvement with the investee and has the ability to
affect those returns through its power over the investee (i.e.,
existing rights that give the Group the current ability to direct
the relevant activities of the investee).

When the Company has, directly or indirectly, less than a
majority of the voting or similar rights of an investee, the
Group considers all relevant facts and circumstances in
assessing whether it has power over an investee, including:

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

(o) Rights arising from other contractual arrangements;
and

(c)  The Group’s voting rights and potential voting rights.
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4. SIGNIFICANT ACCOUNTING 4. FTEGTTHEE®

POLICIES (continued)

Subsidiaries (Continued)

The results of subsidiaries are included in the Company’s
profit or loss to the extent of dividends received and
receivable. The Company’s investments in subsidiaries that
are not classified as held for sale in accordance with HKFRS
5 Non-current Assets Held for Sale and Discontinued
Operations are stated at cost less any impairment losses.

Associates

An associate is an entity over which the Group has
significant influence but not control, generally accompanying
a shareholding of between 20% and 50% of the voting
rights. Investments in associates are accounted for using
the equity method of accounting. Under the equity method,
the investment is initially recognised at cost, and the
carrying amount is increased or decreased to recognise the
investor’s share of the profit or loss of the investee after the
date of acquisition. The Group’s investment in associates
includes goodwill identified on acquisition. On acquisition
of the investment, any difference between the cost of the
investment and the Group’s share of the net fair value of the
investee’s identifiable assets and liabilities is accounted for as
follows:

(@ Goodwill relating to an associate is included in the
carrying amount of the investment. Amortisation of that
goodwill is not permitted.

(o)  Any excess of the group’s share of the net fair value
of the investee’s identifiable assets and liabilities over
the cost of the investment is included as income in the
determination of the group’s share of the associate ‘s
profit or loss in the period in which the investment is
acquired.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continued)

Associates (Continued)

If the ownership interest in an associate is reduced but
significant influence is retained, only a proportionate share of
the amounts previously recognised in other comprehensive
income is reclassified to profit or loss where appropriate.

The Group’s share of post-acquisition profit or loss is
recognised in the profit or loss, and its share of post-
acquisition movements in other comprehensive income
is recognised in other comprehensive income with a
corresponding adjustment to the carrying amount of
the investment. When the Group’s share of losses in an
associate equals or exceeds its interest in the associate,
including any other unsecured receivables, the Group does
not recognise further losses, unless it has incurred legal or
constructive obligations or made payments on behalf of the
associate.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (Continued)

When the most recently available financial statements of an
associate is different from the Group’s reporting date, the
Group may take advantage of the provision contained in
HKAS 28 whereby it is permitted to include the attributable
share of associate’s results based on the financial
statements drawn up to a noncoterminous period end
where the difference must be no greater than three months.
Adjustments shall be made for the effects of significant
transactions or events that occur between that date and the
date of the Group’s consolidated financial statements.

Unrealised gains and losses resulting from transactions
between the Group and its associate are eliminated to the
extent of the Group’s investment in an associate, except
where unrealised losses provide evidence of an impairment
of the asset transferred. Goodwill arising from the acquisition
of associate is not individually tested for impairment.

The Group determines at each reporting date whether
there is any objective evidence that the investment in the
associate is impaired. If this is the case, the Group calculates
the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value
and recognises the amount adjacent to ‘share of profit of
investments accounted for using equity method’ in the profit
or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Associates (Continued)

Gain or losses on dilution of equity interest in associates are
recognised in the profit or loss.

Business combination and goodwiill

Business combinations are accounted for using the
acquisition method. The consideration transferred for the
acquisition of a subsidiary comprises the:

o fair values of the assets transferred

o liabilities incurred to the former owners of the acquired
business

° equity interests issued by the group

o fair value of any asset or liability resulting from a
contingent consideration arrangement; and

o fair value of any pre-existing equity interest in the
subsidiary.

Identifiable assets acquired and liabilities and contingent
liabilities assumed in a business combination are, with
limited exceptions, measured initially at their fair values at the
acquisition date.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Business combination and goodwiill
(Continued)

For each business combination, the acquirer measures the
non- controlling interest in the acquiree either at fair value or
at the proportionate share of the acquiree’s identifiable net
assets. All other components of non-controlling interests
are measured at fair value. Acquisition-related costs are
expensed as incurred.

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

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

Business combination and goodwiill
(Continued)

Any contingent consideration to be transferred by the
acquirer is recognised at fair value at the acquisition date.
Contingent consideration classified as an asset or liability
that is a financial instrument and within the scope of
HKFRS 9 is measured at fair value with changes in fair value
either recognised in profit or loss or as a change to other
comprehensive income. If the contingent consideration is not
within the scope of HKFRS 9, it is measured in accordance
with the appropriate HKFRS. Contingent consideration that
is classified as equity is not remeasured and subsequent
settlement is accounted for within equity.

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

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

Business combination and goodwiill
(Continued)

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

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

Fair value measurement

Fair value is the price that would be received to sell and
asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date.
The fair value measurement is based on the presumption
that the transaction to sell the asset or transfer the liability
takes place wither in the principal market for the asset or
liability, or in the absence of a principal market, in the most
advantageous market for the asset or liability. The principal
or the most advantageous market must be accessible by
the Group. The fair value of an asset or a liability is measured
using the assumptions that market participants would use
when pricing the asset or liability, assuming that market
participants act in their economic best interest.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continued)
Fair value measurement (Continued)

A fair value measurement of a non-financial asset takes into
account a market participant’s ability to generate economic
benefits by using the asset in its highest and best use or by
selling it to another market participant that would use the
asset in its highest and best use.

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

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

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

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

Level 3 - based on valuation techniques for which
the lowest level input that is significant
to the fair value measurement is
unobservable
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Fair value measurement (Continued)

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

Non-current assets 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.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Non-current assets held for sale
(Continued)

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 its former subsidiary
after the sale.

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. 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 Group discontinues the
use of the equity method at the time of disposal when the
disposal results in the Group losing significant influence over
the associate or joint control over the joint venture.

After the disposal takes place, the Group accounts for
any retained interest in the associate or joint venture in
accordance with HKFRS 9 unless the retained interest
continues to be an associate or a joint venture, in which case
the Group uses the equity method (see the accounting policy
regarding investments in associates or joint ventures above).

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.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Property, plant and equipment

Property, plant and equipment held for use in the production
or supply of goods and services, or for administrative
purpose are stated at cost less subsequent accumulated
depreciation and accumulated impairment losses. The cost
of an item of property, plant and equipment comprises
its purchase price and any directly attributable costs of
bringing the asset to its working condition and location for its
intended use.

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

Depreciation is calculated on the straight-line basis to write
off the cost of each item of property, plant and equipment to
its residual value over its estimated useful life. The principal
annual rates used for this purpose are as follows:

The shorter of the lease
terms or 20%

Leasehold improvements

Furniture, fixtures and 20%
office equipment
Motor vehicles 20%
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4. SIGNIFICANT ACCOUNTING

POLICIES (Continueq)
Property, plant and equipment (Continuead)

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

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

Impairment of non-financial assets

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

Financial assets

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

Initial recognition and classification of financial
assets

The classification of financial assets at initial recognition
depends on their contractual cash flow characteristics and
the business model for managing the instruments. Financial
assets are classified as measured at amortised cost, fair
value through profit or loss (“FVTPL”) or fair value through
other comprehensive income (“FVOCI”) (either with recycling
to profit or loss for debt instruments or without recycling to
profit or loss for equity investments). On initial recognition,
the Group measures a financial asset (unless it is a trade
receivable without a significant financial component that is
initially measured at the transaction price) at its fair value plus,
in the case of a financial asset not at FVTPL, transaction
costs that are directly attributable to the acquisition of the
financial asset. The transaction costs of financial assets
carried at FVTPL are recognised in profit or loss.

Financial assets with embedded derivatives are considered
in their entirety when determining whether their cash flows

are solely payment of principal and interest.

The measurement of financial assets depends on their
classification as follows:
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4. SIGNIFICANT ACCOUNTING

POLICIES (continued)
Financial assets (Continued)
Financial assets at amortised cost

Financial assets are measured at amortised cost if they meet
both of the following conditions and are not designated as at
FVTPL:

° They are held within a business model whose objective
is to hold financial assets to collect contractual cash
flows; and

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

Debt investments at FVOCI

A debt investment is measured at FVOCI if it meets both of
the following conditions and is not designated at FVTPL:

° [t is held with a business model whose objective is
achieved by both collecting contractual cash flows and
selling financial assets; and

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

Equity investment at FVOCI

On initial recognition of an equity investment that is not
held for trading, the Group may irrevocably elect to present
subsequent changes in the investment’s fair value in
other comprehensive income. This election is made on an
investment by investment basis.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial assets (Continued)
Financial assets at FVTPL

All financial assets not classified as measured at amortised
cost or FVOCI as described above are measured at FVTPL.
This included all derivative financial assets and equity
investments that are held for trading. On initial recognition,
the Group may irrevocably designate a financial asset
that otherwise meets the requirements to be measured
at amortised cost or at FVOCI as at FVTPL if doing so
eliminates or significantly reduces an accounting mismatch
that would otherwise arise.

Financial assets are held for trading when they have been
purchased or issued primarily for short-term profit making
through trading activities or form part of a portfolio of financial
instruments that are managed together, for which there is
evidence of a recent pattern of short-term profit taking.

Subsequent measurement
Financial assets at FVTPL

Financial assets at FVTPL are subsequently measured at
fair value. Except for derivatives designated as hedging
instruments, changes in fair value are recognised as net
gains or losses in profit or loss. Interest and dividend income
are recognised as other income in profit or loss.

Financial assets at amortised cost

These financial assets (including loans and receivables) are
subsequently measured at amortised cost. Amortised cost is
calculated by taking into account any discount or premium
on issue funds, and costs that are an integral part of the
effective interest rate (“EIR”).
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Subsequent measurement (Continued)

Debt investments at FVOCI

Debt investments at FVOCI are subsequently measured
at fair value. Interest income calculated using the effective
interest method, foreign exchange gains and losses and
impairment are recognised in profit or loss. Other net gains
and losses are recognised in other comprehensive income.
On derecognition, gains and losses accumulated in other
comprehensive income are reclassified to profit or loss.

Equity investments at FVOCI

Equity investments at FVOCI are subsequently measured
at fair value. Dividends are recognised as other income in
profit or loss when the Group’s right to receive payments is
established unless the dividend clearly represent a recovery
of part of the cost of investment. Other net gains and losses
are recognised in other comprehensive income and cannot
be subsequently reclassified to profit or loss.

Financial liabilities

Financial liabilities are classified as measured at amortised
cost or FVTPL. A financial liability is classified at FVTPL if it is
held for trading, is a derivative or is designated as such on
initial recognition. Financial liabilities at FVTPL are measured
at fair value with net gains or losses, including interest
expenses, recognised in profit or loss.

Other financial liabilities are subsequently measured at
amortised cost using the effective interest method. Interest
expenses and foreign exchange gains and losses are
recognised in profit or loss. Any gain or loss on derecognition
is also recognised in profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Financial liabilities (Continued)
Convertible notes

Convertible notes that can be converted to equity share
capital at the option of the holder, where the number of
shares that would be issued on conversion and the value of
the consideration that would be received at that time do not
vary, are accounted for as compound financial instruments
which contain both a liability component and an equity
component.

At initial recognition the liability component of the convertible
notes is measured at fair value based on the present value
of the future interest and principal payments, discounted
at the market rate of interest applicable at the time of initial
recognition to similar liabilities that do not have a conversion
option. The equity component is initially recognised at the
difference between the fair value of the convertible notes
as a whole and the fair value of the liability component.
Transaction costs that relate to the issue of a compound
financial instrument are allocated to the liability and equity
components in proportion to the allocation of proceeds.

The liability component is subsequently carried at amortised
cost. The interest expense recognised in profit or loss on the
liability component is calculated using the effective interest
method. The equity component is recognised in the capital
reserve until either the note is converted or redeemed.

If the note is converted, the capital reserve, together with
the carrying amount of the liability component at the time
of conversion, is transferred to share capital and share
premium as consideration for the shares issued. If the note is
redeemed, the capital reserve is released directly to retained
profits.
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4. SIGNIFICANT ACCOUNTING

POLICIES (continued)

Reclassification of financial assets and
liabilities

The Group does not reclassify its financial assets subsequent
to their initial recognition, apart from the exceptional
circumstances in which the Group acquires, disposes of,
or terminates a business line. Financial liabilities are never
reclassified. The Group did not reclassify any of its financial
assets or liabilities during the year.

Derecognition of financial assets and
liabilities

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

° the rights to receive cash flows from the asset have
expired; or

° the Group has transferred its rights to receive cash
flows from the asset and either (a) the Group has
transferred substantially all the risks and rewards of
the asset, or (b) the Group has neither transferred nor
retained substantially all the risks and rewards rewards
of the asset, but has transferred control of the asset.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Derecognition of financial assets and
liabilities (Continued)

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

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

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

CHINA E-INFORMATION TECHNOLOGY GROUP LTD. -

FESTTBKR®@)
RIEREHEEREE®)

EAEECEEEEERBRERE 2
MAEFGRSEDREZEECRER K DOHR
MREBIERRE - WA EERTEE RN ER
BEENBADD AR KB - &I EEEZ
BEIEGRRE AESEEBHERMEELE
B WAREBZ HE2EBR - RULERT -
AEBENERRBAE CEEEEREHE
BEERAIRRAERBRE 2 BN REKTE -

ETRMBEETZEECET WEUHRER
%

RIERZERARE-

ERATRAENR-—ERANS —SRAE

PR MZELRAEEZHRFRERARE K

REERZEEZR IMEBBEZHERKNELRD
MR Bz R RERTER AIZR

BB AR ILERRRABERER A

At FemefcsRkaEREENREZ
RN RS AR o

TEAKEENREEERAR



4. SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Impairment of financial assets

HKFRS 9 requires the Group to record an allowance for
expected credit loss (“ECL”) for financial assets measured at
amortised cost.

The ECL allowance is based on the difference between the
contractual cash flows due in accordance with the contract
and all the cash flows that the Group expects to receive.
The shortfall is then discounted at an approximation to the
asset’s original EIR.

The Group has applied HKFRS 9’s simplified approach and
has calculated ECLs based on lifetime expected credit losses
for receivables. The Group has established a provision matrix
that is based on the Group’s historical credit loss experience,
adjusted for forward-looking factors specific to the debtors
and the economic environment.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Offsetting of financial instruments

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

Cash and cash equivalents

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

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

Provisions

Provisions are recognised when the Group has a present
obligation as a result of a past event, and it is probable that
the Group will be required to settle that obligation. Provisions
are measured at the best estimate of consideration required
to settle the present obligation at the end of the reporting
period, taking into account the risks and uncertainties
surrounding the obligation. Where a provision is measured
using the cash flows estimated to settle the present
obligations, its carrying amount is the present value of those
cash flow (where the effect is material).
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4. SIGNIFICANT ACCOUNTING
POLICIES (continued)

Revenue recognition

Revenue is measured at the fair value of the consideration
received or receivable based on the consideration specified
in a contract with a customer for the services in the ordinary
course of the Group’s activities. Revenue is shown, net of
discounts. Revenue is recognised when the Group satisfies
a performance obligation by transferring a promised goods
or services (that is an asset) to a customer. An asset is
transferred when (or as) the customer obtains control of that
asset; and when specific criteria have been met for each of
the Group’s activities on the following bases:

(i) Tuition revenue from educational programs is
recognised over time with reference to the detailed
terms of relevant education programs as stipulated in
the contracts. The performance obligation is satisfied
over time as services are rendered.

(i)  Revenue from sales of educational materials and
products is recognised at the point in time when
control of the asset is transferred to the customer,
generally on delivery of the goods.

(i) Interest income is recognised as it accrues using the
effective interest method.
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4. SIGNIFICANT ACCOUNTING
POLICIES (continued)

122

Employee benefits

(i)

Short term employee benefits and
contributions to defined contribution
retirement plans

The obligations for contributions to defined contribution
retirement scheme are recognised as an expense in
the profit or loss as incurred. The assets of the scheme
are held separately from those of the Group in an
independent administered fund.

Employee entitlements to annual leave and long
service payments are recognised when they accrue to
employees. A provision will be made for the estimated
liability for annual leave and long service payments as
a result of services rendered by employees up to the
end of the reporting period.

Employee entitlements to sick leave and maternity
or paternity leave are not recognised until the time of
leave.
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4. SIGNIFICANT ACCOUNTING
POLICIES (continued)

Employee benefits (Continued)

(ii)

Share-based payments

The Group operates equity-settled share-based
compensation scheme (“Scheme”) to remunerate its
employees.

For share options granted under the Scheme, the fair
value of the employees’ services rendered in exchange
for the grant of the options is recognised as an
expense immediately and credited to the share- based
payment reserve under equity. Where the employees
are required to meet vesting conditions before they
become entitled to the options, the Group recognises
the fair value of the options granted over the vesting
periods. At the end of each reporting period, the Group
revises its estimates of the number of options that are
expected to become exercisable. It recognises the
impact of the revision of the original estimates, if any, in
the profit or loss, and a corresponding adjustment to
the share-based payment reserve.

Upon exercise of the share options, the resulting shares
issued are recorded by the Company as additional
share capital at the nominal value of the shares, and
the excess of the exercise price over the nominal value
of the shares is recorded by the Company in the share
premium account. The equity amount is recognised in
the share- based payment reserve until the option is
exercised when it is transferred to the share premium
account. If the options lapse unexercised, the related
share-based payment reserve is transferred directly to
retained profits.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Leases

Leases that transfer substantially all the rewards and risks
of ownership of assets to the Group, other than legal title,
are accounted for as finance leases. At the inception of a
finance lease, the cost of the leased asset is capitalised at
the fair value of the leased property or, if lower, the present
value of the minimum lease payments and recorded together
with the obligation, excluding the interest element, to reflect
the purchase and financing. Assets held under capitalised
finance leases, including prepaid land lease payments
under finance leases, are included in property, plant and
equipment, and depreciated over the shorter of the lease
terms and the estimated useful lives of the assets. The
finance costs of such leases are charged to the profit or loss
S0 as to provide a constant periodic rate of charge over the
lease terms.

Assets acquired through hire purchase contracts of a
financing nature are accounted for as finance leases, but are
depreciated over their estimated useful lives.

Leases where substantially all the rewards and risks of
ownership of assets remain with the lessor are accounted
for as operating leases. Where the Group is the lessor,
assets leased by the Group under operating leases are
included in non-current assets, and rentals receivable under
the operating leases are credited to the profit or loss on the
straight-line basis over the lease terms. Where the Group is
the lessee, rentals payable under operating leases net of any
incentives received from the lessor are charged to the profit
or loss on the straight-line basis over the lease terms.

Prepaid land lease payments under operating leases are
initially stated at cost and subsequently recognised on the
straight-line basis over the lease terms.
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4. SIGNIFICANT ACCOUNTING

POLICIES (Continued)
Borrowing costs

General and specific borrowing costs that are directly
attributable to the acquisition, construction or production of a
qualifying asset are capitalised during the period of time that
is required to complete and prepare the asset for its intended
use or sale. Qualifying assets are assets that necessarily take
a substantial period of time to get ready for their intended
use or sale. Other borrowing costs are expensed in the
period in which they are incurred.

Income tax

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

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

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

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

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

Income tax (Continued)

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

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

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

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

POLICIES (continued)

Income tax (Continued)

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

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

Deferred tax assets and deferred tax liabilities are offset if a
legally enforceable right exists to set off current tax assets
against current tax liabilities and the deferred taxes relate to
the same taxable entity and the same taxation authority.

Foreign currencies

These financial statements are presented in Hong Kong
dollars, which is the Company’s functional and presentation
currency. Each entity in the Group determines its own
functional currency and items included in the financial
statements of each entity are measured using that functional
currency. Foreign currency transactions recorded by
the entities in the Group are initially recorded using their
respective functional currency rates ruling at the dates of the
transactions. Monetary assets and liabilities denominated in
foreign currencies are retranslated at the functional currency
rates of exchange ruling at the end of the reporting period.
All differences are taken to the profit or loss.
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SIGNIFICANT ACCOUNTING
POLICIES (continued)

Foreign currencies (Continued)

Non-monetary items that are measured in terms of historical
cost in a foreign currency are translated using the exchange
rates at the dates of the initial transactions. Non- monetary
items measured at fair value in a foreign currency are
translated using the exchange rates at the date when the fair
value was determined.

The functional currencies of certain overseas subsidiaries
and associates are currencies other than the Hong Kong
dollar. As at the end of the reporting period, the assets and
liabilities of these entities are translated into the presentation
currency of the Company at the exchange rates ruling at
the end of the reporting period and their profit or loss are
translated into Hong Kong dollars at the weighted average
exchange rates for the year.

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

For the purpose of the consolidated statement of cash
flow, the cash flows of overseas subsidiaries are translated
into Hong Kong dollars at the exchange rates ruling at the
dates of the cash flows. Frequently recurring cash flows of
overseas subsidiaries which arise throughout the year are
translated into Hong Kong dollars at the weighted average
exchange rates for the year.
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4. SIGNIFICANT ACCOUNTING
POLICIES (continued)

Related parties

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

the party, directly or indirectly through one or more
intermediaries, (i) controls, is controlled by, or is under
common control with, the Group; (i) has an interest
in the Group that gives it significant influence over the
Group; or (iii) has joint control over the Group;

the party is an associate;

the party is a jointly-controlled entity;

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

the party is a close member of the family of any
individual referred to in (a) or (d);

the party is an entity that is controlled, jointly controlled
or significantly influenced by or for which significant
voting power in such entity resides with, directly or
indirectly, any individual referred to in (d) or (e); or

the party is a post-employment benefit plan for the
benefit of the employees of the Group, or of any entity
that is a related party of the Group.
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5. SIGNIFICANT ACCOUNTING 5. BESTHETR &R

130

JUDGMENTS AND ESTIMATIONS

The preparation of the Group’s financial statements
requires management to make judgments, estimates and
assumptions that affect the reported amounts of revenues,
expenses, assets and liabilities, and the disclosure of
contingent liabilities, at the end of the reporting period.
However, uncertainty about these assumptions and
estimates could result in outcomes that could require a
material adjustment to the carrying amounts of the assets or
liabilities affected in the future.

Judgments

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

Depreciation of property, plant and equipment

Property, plant and equipment are depreciated on a straight-
line basis over their estimated useful lives, after taking
into account their estimated residual value. The Company
assesses annually the residual value and the useful lives of
the property, plant and equipment and if the expectation
differs from the original estimates, such differences from the
original estimates will affect the depreciation charges in the
year in which the estimates change.

Estimation uncertainty

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

JUDGMENTS AND ESTIMATIONS

(Continued)

Estimation uncertainty (Continued)
Impairment loss on other receivables

Management regularly reviews the recoverability of the other
receivables. Appropriate impairment for expected credit
losses is recognised in the profit or loss.

The Group has applied HKFRS 9’s simplified approach
and has calculated ECLs based on lifetime expected credit
losses. The Group has established a provision matrix that
is based on the Group’s historical credit loss experience,
adjusted for forward-looking factors specific to the debtors
and the economic environment.

Valuation of share options granted

The fair value of share options granted was calculated using
the Black-Scholes valuation model/Trinomial Option Pricing
Model which requires the management’s estimates and
assumptions on significant calculation inputs, including the
estimated life of share options granted, the volatility of share
price and expected dividend yield. Change in the subjective
input assumptions could materially affect the fair value
estimate.
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5.

132
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SIGNIFICANT ACCOUNTING
JUDGMENTS AND ESTIMATIONS

(Continued)

Estimation uncertainty (Continued)
Impairment loss of goodwill

Determining whether goodwill needs impairment requires
an estimation of the value in use of the cash-generating
units to which goodwill has been allocated. The value in use
calculation requires the entity to estimate the future cash
flows expected to arise from the cash-generating unit and a
suitable discount rate in order to calculate the present value.
Where the actual future cash flow is less than expected, a
material impairment loss may arise.

As at 31 December 2018, the carrying amount of goodwill is
nil (2017: Nil).

Impairment loss of investment in an associate

The Group assesses if investment in associate has suffered
any impairment in accordance with HKAS 36. Details
of the approach are stated in the respective accounting
policies. The assessment requires an estimation of future
cash flows, including expected dividends and the selection
of appropriate discount rates. Future changes in financial
performance and position of these entities would affect the
estimation of impairment loss and cause the adjustments of
their carrying amounts.
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5. SIGNIFICANT ACCOUNTING

JUDGMENTS AND ESTIMATIONS

(Continued)
Fair value measurements and valuation processes

Some of the Group’s assets are measured at fair value for
financial reporting purposes. The directors have determined
the appropriate valuation techniques and inputs for fair value
measurements.

In estimating the fair value of the Group’s contingent
consideration receivable, financial assets at fair value through
profit or loss and share options granted, the Group uses
market-observable data to the extent it is available. The
management of the Group will exercise its judgements
based on its experience to establish and determine the
appropriate valuation techniques and inputs to the valuation
model. Where there is a material change in the fair value of
the assets, the causes of the fluctuations will be reported to
the board of directors of the Company.
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6.
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OPERATING SEGMENT
INFORMATION

Business segments

Operating segments are identified on the basis of internal
reports about components of the Group that are regularly
reviewed by the chief operating decision maker in order
to allocate resources to the segment and to assess its
performance.

The Group is currently having one continuing operating
segment on a single business in a single geographical
location, which is the provision of an internet platform for the
facilitation of education program in Chinese medicine and
other advisory and training programs in the PRC, and all
the assets are substantially located in the PRC. Accordingly,
there is only one single reportable segment of the Group
which is regularly reviewed by the chief operating decision
maker.

Information about a major customer

No transactions with a single external customer amount to
10% or more of the Group’s revenue during the years ended
31 December 2018 and 2017.
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7.

REVENUE 7. WA

An analysis of the Group’s turnover for the years is as REBERFRNZEFEELITOT -
follows:
2018 2017
—E2-NE —E—+F
HK$’000 HK$'000
FET FAT
Tuition fee revenue HERIE WA 57,856 52,757
57,856 52,757
OTHER INCOME 8. HzltA
2018 2017
—E-N\F ZE—t5F
HK$’000 HK$'000
FET FAT
Interest income MBHA 422 203
Sundry income HIBUA 20 200
Reversal of impairment loss on other receivable  E{th i Y 2B 2 (B B R 7o) - 2,975
Net exchange gains b 5 iz - 5,470
Net realised gains on financial assets at fair BREREATEFEZERMEE
value through profit or loss 2 BIR W FE - 192
Net unrealised gains on financial assets at fair ~ E@EFIZAFEAEZ S REE
value through profit or loss 2 RER W FRE 49 -
Fair value change of contingent consideration — FEURSk AR B 2 A FEE S
receivable 14,685 -
15,176 9,040
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9. OTHER LOSSES 9. HitzEsi8
2018 2017
—E-N\F ZE—+F
HK$’000 HK$'000
FET FHET
Net unrealised losses on financial assets at fair  #EiBIERIZA T ENEZ S REE
value through profit or loss 2 AREBEIBFE - 259
Net exchange losses [ 5 B8 5 10 -
Impairment loss on asset held for sale (net of  FHEHEEE 2 RIEEIE (FIBRA
gain on waiver of contingent consideration of {82 ##510,000,0007 7T )
HK10,000,000) - 1,640
Fair value change of contingent consideration — fEU sk SARAE 2 A FEE
receivable - 1,180
10 3,079
10. FINANCE COSTS, NET 10. A E KA FEE
2018 2017
—E-N\E —E—+F
HK$’000 HK$'000
FExT FHEIT
Interest expenses on financial liabilities RESENATTEC SRIBECFIE
measured at amortised cost B 10,225 6,370
10,225 6,370
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11. LOSS FOR THE YEAR 1M1. AFEFE

2018 2017
—E-N\F —E—+F
HK$’000 HK$'000
FET FATT
Loss before tax has been arrived at after BRI ESIE E 0 2SI -
charging:
Staff costs (including directors’ emoluments)  EER AN (BIEEEE)

— Basic salaries and allowances —EXREe RER 16,829 16,184

— Contributions to defined contribution plans ~ — EEEHE TR Z (K 918 814

- Other —Hfth 555 1,469

— Equity-settled share-based payments — DARRBEAEE 2 AR (S 5RI8 - 27,278
Total staff costs e BRI 18,302 45,745
Auditors remuneration: ZEENIS -

— Audit service — 2RI 800 800
Legal and professional fee FENEEER 12,263 24,877
Depreciation of property, plant and equipment 4% - = MR ETE 2,611 2,031
Payments under operating lease for i RIEFALETLIE TR

land and buildings 5,550 3,215
Equity-settled share-based payments AR S 2 DABR ST T 5/0R

(including staff and directors) (BIEREERESE) - 28,905
Impairment losses on other receivables HE At pe W AR RUR B8 3,000 -
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a.

12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEMS
EMOLUMENTS
Directors’ emoluments a. EEMS
Salaries, Equity- Payments for
allowances  Retirement settled Performance termination of
and benefits scheme share-based related  service of
Fees inkind contributions  payments bonuses directors Total
B ORMR  BAGE HRELEZ R ALES
we  EYNE R URZATE  HBRA BEB2AR @t
HK$'000  HK$'000 HK$'000  HK$'000 HK$'000 HK$'000  HK$ 000
TER TR TER TER TER AR TER
For the year ended BE-_E-N\E+CH
31 December 2018 =t-ALFE
Executive Directors HITEE
Mr. Yuan Wei rEEE 1,500 112 18 - - - 1,630
Ms. Zhang Jianxin REFRT 600 - - - - - 600
Mr. Zheng Zhiing BEREE 600 - - - - - 600
Ms. Lin Yan et 600 - 8 - - - 608
Ms.Wong Hiu Pui TBEXT 600 - - - - - 600
Independent Non- BUFHTES
Executive Directors
Ms. Yang Qingchun BEELL 42 - 2 - - - 4
Mr. Tang Jiuda ARELE 70 - - - - - 70
Mr. Li Qunsheng TRELE 59 - - - - - 59
Mr. Wang Xinsheng Tk 29 - - - - - 29
Ms. Lu Xiaowei e 100 - - - - - 100
4,200 112 28 - - - 4,340
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12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEM T
EMOLUMENTS (Continued)

a. Directors’ emoluments (Continued) a. EEMe@
Salaries, Equity- Payments for
alowances  Retirement settled  Performance  termination of
and benefits scheme  share-based related service of
Fees inkind  contributions payments bonuses directors Total
FooRMRk  RIGHE NRERE =E o BLEE

we  EME fR DNRSAFE BB R st
HK$'000  HKS'000  HKS'000  HK$'000  HKS'000  HKS'000  HK$'000
AL Thr Thr AL ThL AL AL

For the year ended HE-E-t&E+CH
31 December 2017 =t-ALEE

Executive Directors HTEZS

Mr. Yuan Wei REEHE 1,000 170 18 501 83 - 1,772
Ms. Zhang Jianxin REFRT 600 - - - - - 600
Mr. Wong Wai Wa TRELE 480 - - - - - 480
Mr. Zheng Zhijng BEREE 875 - - 1,669 - - 2,044
Ms. Lin Yan sk 375 - - - - - 375
Ms.Wong Hiu Pui TEELT 202 - - - - - 202
Independent Non- BUKHTES
Executive Directors
Dr.Huang ChungHsing ~ ESEE T 57 - - 334 - - 391
Ms. Li Ya Ru £ %2 - - 501 - - 593
Mr. Li Qunsheng FRBEE 100 - - 501 - - 601
Mr. Wang Xinsheng THERE 8 - - - - - 8
Ms. Lu Xiaowei i 6 - - - - - 6
3,295 170 18 3,506 83 - 7,072
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12. DIRECTORS’ AND EMPLOYEES’
EMOLUMENTS (Continued)

a. Directors’ emoluments (Continued)
Notes:

0] Mr. Wang Xinsheng was resigned on 17 April 2018
(ii) Mr. Tang Jiuda was appointed on 17 April 2018

(iii) Mr. Li Qunsheng was resigned on 2 August 2018

(iv)  Ms. Yang Qingchun was appointed on 2 August 2018

The amounts of equity-settled share-based payments
for the year ended 31 December 2017 were measured
according to the Group’s accounting policies for share-
based payment transactions as set out in note 4 to the
financial statements.

None of the directors of the Company waived
or agreed to waive any emoluments paid by the
Company and no incentive payment for joining the
Company to any director of the Company during the
two years ended 31 December 2018 and 2017.

12. EEREEME®
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12. DIRECTORS’ AND EMPLOYEES’ 12. EEREEM T
EMOLUMENTS (Continued)

b. Five highest paid individuals b. EUESHAL
Of the five individuals with the highest emoluments AEBAUGERFATBREARF—F
in the Group, one (2017: Nil) was director of the TE—+F TR)EE BEZHFM
Company, whose remunerations are included in the REXEEZE - TR FEHOEZ(ZE—+
disclosures above. The remunerations of the remaining F AR AT ZFHMOT -

four (2017: five) individuals were as follows:

2018 2017
—®-NE T tF
HK$°000 HK$'000
FERT FET
Salaries allowances and benefits inkind ~ #r&  ZEZBL R EYHIER 5,798 2,075
Retirement scheme contributions RURET B 18 -
Equity-settled share-based payments VARRIEAEE 2 LARRSZ <P 5008 - 13,187
5,816 15,262

Their remunerations were within the following band: WEZHMER TS E R -

Number of individuals

AE
2018 2017
—E-N\F —F—+F
HK$ Nil to HK$1,000,000 Z21,000,000/ 7T 1
HK$1,000,001 to HK$6,000,000 1,000,001/ 7 %6,000,0007 7T 4 5
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A

13. INCOME TAX 13. 8%
During the year ended 31 December 2018, no Hong Kong BHE-_Z—)\F+-_A=+—HIEE &R
profits tax has been provided for as the Group did not NEBWENEEES (T ERBOEN - HF
generate any taxable profits in Hong Kong (2017: Nil). BER BB EMBE(ZZE—+F M@)o
PRC subsidiaries are subject to PRC Enterprise Income tax BB A E) Jh1%25%( T —+HF  25%)H)
at 25% (2017: 25%). Taxation arising in other jurisdictions BRGNP DEMSH Bt e iERES
is calculated at the rates prevailing in the respective ZIRIBIRSERDEER 2RI ERAE -
jurisdictions.
The tax charge for the year can be reconciled to the loss AEENHMBREGAEGMEMPEKRTZERZ
before tax per the consolidated statement of profit or loss MR RIE RS EBRNT ¢

and other comprehensive income as follows:

2018 2017

—E-N\F T th

HK$°000 HK$'000

FHER FHTT

Loss before tax Rt AT E R (79,013) (66,397)

Tax at respective applicable tax rates RAERERN AT 2 BIA (15,230) (9,432)
Tax effect of expenses not deductible for tax ~— NRIFNFRFI L 7 TR s &

purposes 30,619 22,628

Tax effect of income not taxable for tax purposes 78 sR AU A 2 i T4 5/ 22 (17,949) (16,804)

Tax effect of tax losses not recognised RERRIBEE G E 2,560 3,608

Income tax for the year REFZRFTEHR - -
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14.

15.

16.

DIVIDEND

No dividend was paid or proposed for the year ended 31
December 2018, nor has any dividend been proposed since
the end of the reporting period (2017: Nil).

LOSS PER SHARE

The calculation of the basic loss per share is based on the
loss for the year attributable to the owners of the Company
of approximately HK$90,842,000 (2017: HK$76,543,000),
and based on the weighted average number of shares
in issue during the year of approximately 3,725,476,210
ordinary shares, as adjusted to reflect the exercise of share
options and placing of shares (2017: 3,460,231,376 ordinary
shares, as adjusted to reflect the shares by exercise of share
options and conversion of convertible notes) during the year.

14. IR 2.

BE_Z-/\F+-_A=+t—HILFEIHEK
SRR AR B, PO SRAE Bk 18 JRdm s

IRHERRE(Z T —+H 5« &)

15. B E#

ERERNEBEEDREBRFERRAFTAEA
FE 16 /&5 48 4990,842,000/8 L Z & — £ F -
76,543,000/ 7T ) + A M AS S A R 1T
B R ARG B E MEITRD 2 FAB BT

17 N4 T 19 81 B 493,725,476,2100% &

BR(Z

T — % : 3,460,231,3760% LimA% - L FHEU
R BR AT TIE R A I B A R A R IR )51 -

GOODWILL 16. &
HK$'000
FAET
Cost 5%
At 1 January 2017, 31 December 2017 and RZE—+F—HA—H ZF—tF
31 December 2018 TZA=+—BRZZE-N\F+ZA
=+—H 679,104
Accumulated impairment losses PR EEE
As at 1 January 2017, 31 December 2017 and RZZE—+F—A—H ZF—+F
31 December 2018 TZA=+—AKRZZ-N\F+_A
=+—H (679,104)

Carrying amounts
At 31 December 2018

SREE
R-Z-N\E+-A=+—H

At 31 December 2017

R_Z—+FE+-_A=+—H

—Z— \E45% - Annual Report 2018

143



Notes to the Consolidated Financial Statements

e IR R M

For the year ended 31 December 2018
HE-Z

—NF+ZA=T—HLFE

16. GOODWILL (Continued)

Notes:

144

Goodwill arose on acquisition of subsidiaries New Beida
Business Study Net Group Limited is HK$647,598,000 on 27
February 2008.

Goodwill arose on acquisition of subsidiaries, IIN Medical (BVI)
Group Limited (“IIN Medical (BVI)”) and its subsidiaries on 23
April 2009.

Goodwill arose on acquisition of non-controlling interests
of Hunan IIN Medical Network Technology Development
Company Limited, a subsidiary of IIN Medical (BVI), in May
2009.

Goodwill arose on acquisition of i and iii is HK$31,506,000.

Impairment testing of goodwill

Acquisition of New Beida Business Study
Net Group Limited (“New Beida”)

As at the year ended 31 December 2009, the Group
had performed an impairment testing of goodwill
arose on acquisition of New Beida with reference to a
valuation carried out by LCH (Asia — Pacific) Surveyors
Limited (“LCH”"), an independent qualified valuer. As
New Beida sustained a negative cash flow for the
year ended 31 December 2009 and such position
was expected to continue in the foreseeable future,
the directors of the Company were of the opinion that
the income approach was inappropriate to reflect the
value of New Beida as at 31 December 2009. The
asset-based approach had been adopted for the
valuation for the year ended 31 December 2009, as
opposed to the valuation carried out by LCH for the
year ended 31 December 2008 where the income
approach was adopted. Based on the business
valuation, the Group had recognised an impairment
loss of HK$326,115,000 in relation to goodwill arose
on acquisition of New Beida for the year ended 31
December 2009 (2008: HK$321,483,000). As a result,
the goodwill arose on acquisition of New Beida was
identified to be fully impaired.
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16. GOODWILL (Continued)

Impairment testing of goodwill (Continued)

ii.

Acaquisition of IIN Medical (BVI)

As at the year ended 31 December 2010, the Group
has performed an impairment testing of goodwill arose
on acquisition of [IN Medical (BVI) with reference to
a valuation carried out by Grant Sherman Appraisal
Limited, based on cash flow forecasts derived from the
most recent financial budgets for the next five years
with a discount rate of 17.83%. The directors of the
Company were of the opinion, based on the business
valuation, that there the Group had recognised an
impairment loss of HK$31,506,000 in relation to
goodwill arose from the acquisition of [IN Medical (BVI)
as at 31 December 2010. As a result, the goodwill of
HK$31,506,000 on acquisition of IIN Medical (BVI) was
identified to be fully impaired.

The recoverable amount of the goodwill has been
determined on the basis of value-in-use calculation.
The key factors for the value-in-use calculation are
discount rates, growth rates and expected changes in
revenue and direct costs. Capital Asset Pricing Model
has been adopted to estimate the discount rate by
using market data of other companies with business
similar to IIN Medical (BVI). The growth rate is based
on the historical Consumer Price Index of the PRC.
Changes in revenue and direct costs are based on past
performance of IIN Medical (BVI) and management’s
expectation of the market development.

16. &%)
BHERERRE)

ii.

W ig B a7, B8 22 (BVI)

HE-_T-TF+_A=+—HILFE"
AEBE2RPBFEBARATEDL 2@
B st EWEENE BV MEE 2 HE
BITRERR - BRAHEDRBE SR
RAFHBIBE (REIRF17.83%) M#ETT
ZHEeREEANET ARBEERAE
BIRZEBHE  AEBEHR T —F
F+_A=-t+—HAREKREFTNEEBY)
M EE A 2 7 B e 7R R (B JE5 831,506,000
PETT o Ft - FULEE B A B BE(BVI) T E A
2 P9231,506,000/8 L E R A E 2 EUR
&

BEZAKESHECREREETEE
EET -ERBEMNEZTERZR NS
NREBERAZBRER BREENBHE
B ERNEETERACERM  UFEA
HEABEEBVIRERUEB cEB A
BlZ TSI RIRE - BRXRTIER
FEZEBTHEMERSGE - R hE
BERARZ 28 HRIEENEEBV)2 B
EXRRLEEBHMERRZREME
Ho
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17. PROPERTY, PLANT AND 17. 9% - BMERZE
EQUIPMENT
Furniture,
fixtures
Leasehold and office Motor
improvements  equipment vehicles Total
HHCHER
HEMERE BLERE AE st
HK$’000 HK$'000 HK$'000 HK$000
TERT T#ExT FER FERT
Cost 2%
At 1 January 2017 RZE—+F+=A
=+—H 998 13,743 2,078 16,819
Additions neE 1,700 149 7,000 8,849
Exchange realignment P& 5 2 - 372 35 407
At 31 December 2017 RZZ—tF+=R
=+—H 2,698 14,264 9,113 26,075
Additions NE 120 820 3,101 4,041
Exchange realignment &R A% - (793) (60) (853)
At 31 December 2018 RZE-N\F+=A
=+—H 2,818 14,291 12,154 29,263
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17. PROPERTY, PLANT AND

17. % - BERZRE®

EQUIPMENT (Continued)
Furniture,
fixtures
Leasehold and office Motor
improvements  equipment vehicles Total
B HER
HEMEHE PLERE AE @5t
HK$'000 HK$'000 HK$000 HK$'000
FTHER TEx TER THET
Accumulated depreciation and ZETERRE
impairment
At 1 January 2017 RZZ—+F—H—H 998 13,399 1,021 15,418
Charge for the year FREHE 250 123 1,658 2,031
Exchange realignment 0 R - 364 34 398
At 31 December 2017 RZZ—+F+=A
=+—H 1,248 13,886 2,713 17,847
Charge for the year FREHE 600 148 1,863 2,611
Exchange realignment I i - (719) (64) (783)
At 31 December 2018 RZZE-\¥+_H
=+—H 1,848 13,315 4,512 19,675
Carrying amounts IREE
At 31 December 2018 R-Z2-NE+=A
=t+—H 970 976 7,642 9,588
At 31 December 2017 N-T—+F+_-A
=+—H 1,450 378 6,400 8,228
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HE-T

18.

148

—NF+ZA=T—HLFE

INVESTMENT IN AN ASSOCIATE 18. REWE A F]
2018 2017
—B-N\E  —Tt&
HK$°000 HK$'000
FHExT T
At 1 January ®—H—H 101,743 50,000
Reclassification to investment held for sale ENMOBEERFEHERE - (50,000)
Addition 5 4,142 89,880
Share of profits bak: Yl 3,628 6,009
Impairment loss IEEE (55,027) -
Exchange realignment M 5 S8 B (3,486) 5,854
At 31 December R+=Z—A=+—H 51,000 101,743

During the year, the Group made a provision for impairment
loss on investment in an associate, Beijing Youli Lianxu
Technology Co., Ltd (“Beijing Youli”), of approximately
HK$55,027,000 (2017: HK$nil). The reason of recognising
such impairment losses is due to decreasing consumer
spending and general economic conditions. Recently, the
threat of trade war severely affected consumer confidence
and economic performance. Given that the success of the
business of the associate is ultimately depends on consumer
spending, the revenues and financial results are impacted
to a significant extent by economic conditions in China and
globally. The consumer spending is influenced by consumer
perception of current and future economic conditions, as
the growth of the Chinese economy has slowed recently,
consumers are losing confidence and sacrifice online
shopping. Looking forward, the trade war may further gloom
the global economy.

The entire carrying amount of the investment in an associate
is tested for impairment in accordance with HKAS 36
Impairment of Assets by comparing its recoverable amount
with its carrying amount.

CHINA E-INFORMATION TECHNOLOGY GROUP LTD. -

FRN-AEEERR —HBERRILRENZ
1% & FHRR (B 5 18 % 955,027,000/ 7T ( =
T—tF B L) -ERZBREBEENTE
RADETHAZEZETE PREREHREE
ERME HEBEREFELETE R HEX
o ERERE N 2 W REBERKIRE R
RBBEZEEL L MBBEHRKBRER
REEEMRAB I EEREZ  BIEBXHE T
FEWROHELEY MXBEIETE 5T
REUE A ge e RHE — BRI o

$E'<TF%-55%®§+5’§H‘Jkk%%iﬁ?ﬂ@ 15 AT g
EeREEHRERAEETLE HHEQATIKE
E}‘];i\ nﬁﬁﬁfﬁﬁf?/ﬁfﬁ/,ﬂ”ﬁ °
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18. INVESTMENT IN AN ASSOCIATE

(Continued)

The Group has appointed an independent professional
valuer to perform an appraisal of the recoverable amount
of the associate as at 31 December 2018. The recoverable
amount of the associate has been determined on the basis
of value in use calculation. The value in use calculation uses
cash flow projections based on financial budgets from 2019
to 2023 by applying compound average growth rate of
26.4% and a discount rate of 14%. Cash inflows/outflows
have been determined based on past performance and
management’s expectations for the market development.

The recoverable amount of the associate is less than its
carrying amount. Accordingly, a provision for impairment of
approximately HK$55,027,000 was recognised during the
year.

Details of the Group’s associate are as follows:

18. REWPZE N7 (&)

RZE-NF+ZA=+—0 AEEZEHE
—ZBUEEMEMEHE QTN EESEE
TG B2 R AR AT IR Bl & 58 T AR R {5 A
BEAELIETE . FABEMNEEZEZRAERE
B RE26.4% MEIRFE14% - WAER
CE-NEFEZTEFZHMBEENE SR
S BEaRA/MEEREBRTREREE
BHEMSERMNEAMET

(R AN
gl

SENFIM AR E S EEAERREE . Al
RZARF E R E R4 555,027,000/ 7T ©

AREE Y BEATRIINT :

Place of business/ % of

country ownership Measurement
Name of entity ofincorporation Principal activities interest method

R B ML
rEEE it TEEK EEEIL SRR E
Shares held indirectly:
EERA 2R

2018 2017

Beijing Youli Lianxu Technology Co., Ltd. PRC e-commerce business 49% 49% Equity
IERENEBRHRAR QA e BYREBES A

Set out below are the summarised financial information of an
associate which is accounted for using equity method.

B EAE Y — BB E AR BEUBER
.
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18. INVESTMENT IN AN ASSOCIATE

18. REWPZE N7 (&)

(Continued)
Summarised financial information B E R E
2018 2017
—E-N\E ZE—+F
HK$°000 HK$ 000
FET FATT
Current B
Cash and cash equivalents Re MRS EEEER 4,220 6,792
Current assets (excluding cash mEEE(TBIRIREE R
and cash equivalents) HeEEER) 55,685 88,416
Total current assets WmEAE 59,905 95,208
Current liabilities nEBE 26,890 69,997
Non-current JERED
Assets BE 698 836
Net assets FEE 33,713 26,047
Revenue Weas 96,237 65,757
Expenses FisZ (88,833) (58,515)
Profit for the year FERN 7,404 12,242
Loss attributable to non controlling interest of B4/ &) 7 Bt B8 A T 3EH A HE 25 B 15
the associate’s subsidiary [E518 - 20
Total profit for the year attributable to Bt N RIS R A48 5E
the associate 7,404 12,262
There were no contingent liabilities relating to the Group’s R-_E—N\Ex_FT—+F+-_A=+—8"
interests in an associate as at 31 December 2018 and 2017, REER—HBE AR 2R BRI ABE-
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19. INVESTMENT HELD FOR SALE

193 EHERE

2018 2017

—E-N\F —E—+F

HK$’000 HK$ 000

FHExT FET

Associate held for sale BIELERE - 38,000
- 38,000

As at 1 January n—H—H 38,000 50,000
Disposal & (38,000) -
Impairment BB - (12,000)
As at 31 December Rt+-_A=+—8H - 38,000

On 23 March 2018, the Group entered into an agreement
pursuant to which the seller Million Forever Limited agreed
to sell the 45% shares of Business Harbour Limited to
the original seller Happy Leisure Corp. which offered
to repurchase the shares at a consideration of HK$38
million satisfied by cash. The disposal was completed in
March 2018 and the Group, as a result, incurred a loss of
approximately HK$1,640,000. For detailed information,
please refer to the announcement of the Company dated 21
September 2018.

RZEBE-NF=ZAZ+=0 AEETIH
- B F 5 Million Forever Limited[d & [a] R
& 7 Happy Leisure Corp. i &Business Harbour
Limited 2 45%H% 7+ MHappy Leisure Corp.[d
B AR(E38,000,000/8 TT( AR & & H ) BB D AR
MomEEERZTE-N\EF=A%K " KAEE
B 1t 7E AE 518 491,640,000/ 7T - B BEFFIE © &8
2BARFBPAZE-N\FALAZ+—RHZ

N
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19. INVESTMENT HELD FOR SALE

(Continued)

(i)

Financial performance information (i)

The financial performance information of Business
Habour for the period from 1 January 2018 to 31
March 2018 and for the year ended 31 December
2017 presented as below:

19.FEHERE

MBEEREEH

Business Habour® —ZE— N\E— A —H
E-E-\F=ZA=+—HHHEEEZS
B +E+ A=+ -BILFEZH

BREEHZ7T

For the period

from 1.1.2018
to 31.3.2018 2017

R=ZB-N\F

—A—HZ

—2-N\F

+=A=+—H
HAR —E—+F
HK$°000 HK$ 000
FET FHT
Revenue A - -
Expenses sz - (800)
Loss before income tax FRETIST RIS 1R - (800)
Income tax expense B - -
Loss for the period/year B FNEsE - (800)

152  CHINA E-INFORMATION TECHNOLOGY GROUP LTD. - HE##&(E SR EEERA



20. CONTINGENT CONSIDERATION
RECEIVABLE

20. RS RNRE

2018 2017
—E-N\F —ZE—+F
HK$’000 HK$ 000
FERT FHET

Non-current FERED
Contingent consideration receivable JEM S ARIE - 520

Current RE

Contingent consideration receivable PR ARE 14,619 -

References are made to the announcements dated 11 and
24 October 2017 issued by the Company in relation to the
acquisition of 49% equity interest in Beijing Youli Lianxu
Technology Company Limited (“Beijing Youli”). Pursuant
to the sales and purchases agreement, the consideration
payable to the vendors shall be HK$91,581,000 subject to
adjustments as follows:

If Beijing Youli fails to meet the 2017 Profit Target (being the
net profit after tax of Beijing Youli for the period from 1 April
2017 to 31 March 2018 in the amount of HK$12,600,000),
the consideration will be reduced in accordance with the
following formula:

Amount to be deducted from the consideration = (2017
Profit Target — 2017 Actual Profit) x 15 x 51% x 40%.

In respect of the aforesaid reduction in consideration, the
maximum amount to be reduced shall not exceed 40% of
the consideration in any event.

For the year ended 31 December 2018, Beijing Youli met the
2017 Profit Target.

BRAARARTANR _-_F—LFTA+—BR
“tHETEZAE ARBREEIERED
BEMRERAB(TIEREN ) 49%H #
RIBEEE e BN E KB R91,581,000/8
JT AR

Wt RBAREER T —F 5 F B Z(A
BERARR_E—tFOMA—RAE_Z—N\F
= A=+—HHRmkkR T &4 5112,600,000/%5
TL) REBZRBATARRD

HABHNBROLE=(—E—+EFNAE—=
E—+FERGEM)Xx 15 x51% x 40% °

g EMRERIME  BLNESEBEELW
ER T M EARERL0% ©

HE T \FE+-_A=+—HIEFE &
BHEH TN EE
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20. CONTINGENT CONSIDERATION 20. B ARE @)

RECEIVABLE (continued)

If the Target Company fails to meet the 2018 Profit Target
(being the net profit after tax of Beijing Youli for the period
from 1 April 2018 to 31 March 2019 in the amount of
HK$15,120,000), the Consideration will be reduced in
accordance with the following formula:

Amount to be deducted from the consideration = (2018
Profit Target — 2018 Actual Profit) x 15 x 51% x 20%.

In respect of the aforesaid reduction in Consideration, the
maximum amount to be reduced shall not exceed 20% of
the Consideration in any event.

As disclosed in the announcements dated 25 April 2017
issued by the Company, the Convertible Notes in the
aggregate principal amount of HK$91,581,000 have been
issued to the vendors. Since at the date of completion of the
acquisition, the amounts of the reductions in consideration
are contingent, the Group recognised a contingent
consideration receivable at date of completion of the
acquisition. The contingent consideration receivables were
initially recognised at fair value and subsequently measured
at fair value with changes recognised in profit or loss. In
determining the fair value of the contingent consideration
receivable, management considers the probability of
meeting the 2017 and 2018 Profit Target based on the
historical information and profit forecast. As at 31 December
2017, management assessed the fair value of contingent
consideration and determined it as HK$ 520,000. As at
31 December 2018, management reassessed the fair
value of contingent consideration and determined it as
HK$14,619,000. Accordingly, a HK$14,685,000 gain was
recognised in the consolidated statement of profit or loss.

As at 31 December 2018, management has performed a
sensitivity analysis on the key variable, being the probability,
a 10% change will lead to a change of HK$154,000 on the
fair value of the contingent consideration receivable. The
discount rate used in the assessment is 15.6%.

WMEZARREER T — \FH5F 82Z
BEZARR-_ZE—N\FOA—HEZE_ZT—NF
= A=+— B HREmkRT#&45115,120,000%8
TL) REBZRBATARRD

HAREHNBRHEE=(—FT—\FuafBE—
%fﬂiﬁﬁmﬂﬂwxm%xm%o

%itﬁﬁﬁ9ﬁ§'ﬁ“mﬁﬁﬁﬁﬁﬁﬁ
BRI BB ERN20% °

WO ARRHEZABHA-ZT—FHA
ZThBZAEMEEE  AN&HE5E91,581,000
BT RREBEDEITTES BN TEK
WA REZIDReEBIA  REBRT
X325 B BARE R FE W sk A RAE o EUR S R RA(B
ML RATFEER HERATEFEREHE
SPHRIEEAER REETERIAREZA
$@F*MEFﬁMWE§M&@MEW%ﬁ
FEe_T—tFR-ZF-N\FufBE28
M-R—F—tF+-_A=+—8 EREHG
SARRME 2 A FELEEH A520,00078 7T 1
—N\F+ZA=1+—HB BREZEHIA
REZAFEIEE E A14,619,000% 7T ©
It - Y2 2514,685,000/8 L E R 4R & B R R

Roe

R_Z—N\F+_A=+—HB EREHETE
BRI ) EITTRURE DT 10%2 &
B 1% 18 SR UL Sk AR B A B 2 E)154,0008
TC © aHBETE A MALIR R 515.6% ©
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21. OTHER RECEIVABLES

21. H b EUARTK

2018 2017

—E-N\F —F—+F

HK$’000 HK$’'000

THET FHET

Deposits and other receivables e RE M EWGRIA 145,887 136,175
Deferred expenses RIEF T 8,551 7,254
Prepayments TEI SRR 2,774 2,708
Less: impairment losses B REEE (68,838) (68,898)
88,374 77,239

At the end of each reporting period, the Group’s other

receivables were individually determined to be impaired. The

individually impaired receivables are recognised based on
the expected credit losses. It considering the historical credit
loss experience, adjusted for forward-looking factors specific

to the debtors and the economic environment..

As at 31 December 2018, approximately HK$50,028,000
(2017: HKS$nil) of the other receivables are guaranteed by

independent third parties.

B R HIK NS L2 B A MR AT )
B RTH B - FRRE BRI
BEE RERER - 8= EB RS RE
B 3 A 2 5 T B 3R A R
BiEHAE

RZBE—-NE+_A=1+—0 HitEKER
50,028,000/ 7T( =T —+F : THIT)HBE L
B=TER
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21. OTHER RECEIVABLES (Continued)

The movement for provision of impairment of other
receivables is as follows:

21. HfiuEYBR R (&)
R R B R S T

2018 2017

—E-N\F ZE—tF

HK$’000 HK$'000

FET FAT

At 1 January ®—H—H 68,898 71,341
Impaired DERIE] 3,000 -
Reversed B El - (2,975)
Exchange realignment bE R (3,060) 532

At 31 December R+—A=+—H 68,838 68,898

22. FINANCIAL ASSETS AT FAIR

VALUE THROUGH PROFIT OR
LOSS

22 FEREREBAFENEZSHE
BE

2018 2017
—E-N\F T th

Listed securities EHES
— Equity securities listed in Hong Kong (i) — BB LR ARERR) 507 565
Unlisted fund investments (i) FEEMESIRE i) 15,107 -
15,614 565

0] The fair value of listed securities is based on quoted
market prices in active markets at the end of the
reporting period.

(i)  The fair value of the unlisted investment fund is
determined with reference to the prices quoted by the
respective General Partner at the end of the reporting
period.

EHRESFZ AFEENREHREGRT
52 TS HmIE

FLETEESREZAFENZERRSE
IR EBABAMREREE -
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23.

24.

CASH AND CASH EQUIVALENTS 23. HeRhHFEEEER
2018 2017
—2-N\F —FtF
HK$’000 HK$'000
FET FATT
Bank balances RITAE 70,877 20,741
Cash balances RS 21 26

Cash and cash equivalents in the consolidated 4AIRERERNIRE KL

statement of cash flow NEeEEEA 70,898 20,767

Cash and cash equivalents of approximately HK$35,915,000
(2017: HK$15,166,000) for the Group are denominated in
Renminbi, which is not a freely convertible currency and
the remittance of funds out of the PRC is subject to the
exchange control imposed by the PRC government.

Deposits with banks are interest bearing at the prevailing
market rates.

Included in the Group’s cash and cash equivalents at
the balance sheet date is amount of approximately
HK$31,029,000 (2017: HK$ nil) placed with Beijing University
of Chinese Medicine.

NEBEHS R4 Z(EIER £935,915,000%

TL(ZZ—+4F 1 15,166,000 7C) JIAA R

HE  MAREWIEAHLIBLER A BEREN
BEE K B R B ISR O 7N 3R PR o

RITERIRIRITHIGH R B -

AREEREEBBRBY RS MRS SE
BEEAEFENIt NP BEANE Y RIEL
31,029,000 L (=T —+4 : )0

TRADE AND OTHER PAYABLES 24. EG R HMEFIRR
2018 2017
—E-N\F —T—tF
HK$’000 HK$'000
FExT FHET
Trade payables B S EMNER - 145
Other payables HAh eI 3IB 5,629 5,166
Receipt in advance TEWFRIE 21,377 18,136
Accrued charges EEEA 2,243 4,883
29,249 28,330
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24.

25

158

TRADE AND OTHER PAYABLES

(Continued)

An aging analysis of the trade payables as at the end of
reporting period is as follows:

24. B 5 R H R IR

B RMNEFRBEMRZRESNAOT

2018 2017

—E-N\F —E—+F

HK$’000 HK$’000

FHET FAT

Over 90 days B3Eo0H - 145
- 145

The average credit period on cost of goods sold and
services provided is 1-3 months. The Group has financial risk
management policies in place to ensure that all payables are
paid within the credit timeframe.

DEFERRED TAXATION

At the end of the reporting date, the Group had estimated
the unused tax losses of approximately HK$39,722,000
(2017: HK$41,719,000 ) available for offset against future
profits. No deferred tax assets have been recognised
in respect of such losses due to the unpredictability of
future profit streams. The Group has tax losses arising
in Hong Kong of approximately HK$17,930,000 (2017:
HK$15,837,000) that are available indefinitely for offsetting
against future taxable profits of the companies in which the
losses arose.

The Group also has tax losses arising in the PRC of
approximately HK$21,792,000 (2017: HK$25,882,000) that
will expire in one to five years for offsetting against future
taxable profits.

HEEmNMEHRIRG 2N Z FHEER A
Z3EA - AKECERMBRREIEBE A
R 2 BN RIENME R E MR AER -

25, JRIERLIE

RERE BT AR NEE G RESHEER
M F) 2 R B F F IR &5 18 4 /39,722,000
TT(ZZF—+t 5 : 41,719,000/ 7T ) » AR A BE
TE ORISR HH A SRR - O i S E R R RIE
ERIBEE ASEREBEECHIEEED
17,930,000/ Jt( — & — £ £ : 15,837,000/
7T) AR IR BRE SH A A B R 2 B R 2 R R
AR F o

AEE N RE L 2 FIEEE£21,792,000/8
T(ZE—+% : 258820008 T)A R —&H
F B ER R R ERTU R F)
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25. DEFERRED TAXATION (Continued)

25, IEFEFLIE (@)

Deferred taxation IERER IE
The followings are the major deferred tax liabilities recognised IUNTAERFEEUANBAEFTERRAZ T EREM
and movements thereon during the current and prior years: HEELRESS)
2018 2017
—E-N\E ZE—+F
HK$’000 HK$’000
FET FHT

At the beginning of the year £ 5,891 -
Recognition upon issue of convertible note BT R R IR R - 9,819
Release upon conversion of convertible note  #2# AJ 44 A% Z= 15 #%5 4 [a] - (3,928)
At the end of the year FR 5,891 5,891
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26. SHARE CAPITAL 26. fX 2
The Group and the Company AEERAANT
Number of
shares  Share capital
R EE [N
Notes HK$’000
Po5E FHBT
Authorised: SERE
At 1 January 2017, 31 December 2017 AT —+F—HF—H - =F
and 31 December 2018 —tF+ZA=1T—RHE=
Z—-\F+=-A=+—H
Ordinary shares of HK$0.1 each FHEECAE T Tk 50,000,000,000 5,000,000
Issued and fully paid: BITREE :
At 1 January 2017 RZE—+tF—H—H
Ordinary shares of HK$0.1 each EFEEEO S Tz LBk 3,304,979,386 330,498
Issue of shares by exercised of share EI TP EERRE M 21 TR (D
options 107,000,000 10,700
Issue of shares by conversion of R E R AT RS =R 21 TR D
convertible notes 153,917,647 15,392
At 31 December 2017 R=ZB—+tF+=-A=+—H
Ordinary shares of HK$0.1 each EREEABITZEER 3,565,897,033 356,590
Issue of shares by exercised of HITE R Em TG,
share option (@ 55,400,000 5,540
Issue of share placing Bl E TR G (o) 130,000,000 13,000
At 31 December 2018 R=-E—-N\F+=-A=+—H
ordinary shares of HK$0.1 each SEREEABTZEER 3,751,297,033 375,130
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26. SHARE CAPITAL (continued)

Notes:

(@

During the year ended 31 December 2018, 55,400,000 share
options were exercised by holder to subscribe for 55,400,000
shares. Details of the share options during the year are set
out in note 34.

On 26 January 2018, a Placing Agreement was entered into
between the Company and the Placing Agent, pursuant to
which the Company has appointed the Placing Agent to
procure altogether not less than six Placees, on a best effort
basis, for subscribing up to an aggregate of 330,000,000
Placing Shares at HK$0.35 per Placing Share. On 9 February
2018, the Company and the Placing Agent entered into a
supplemental agreement (the “Supplemental Agreement”)
for amending the terms of the Placing Agreement, pursuant
to which the deadline for fulfilment of the conditions to
completion of the Placing (the “Long Stop Date”) has been
postponed from 9 February 2018 to 23 February 2018. On
27 February 2018, 130,000,000 Placing Shares have been
successfully placed to not less than six Placees at the Placing
Price of HK$0.35 per Placing Share pursuant to the terms
and conditions of the Placing Agreement (as amended by the
Supplemental Agreement).

The above newly issued shares rank pari passu in all respects
with the existing shares.

27. RESERVES

(a)

The Group

The amounts of the Group’s reserves and movements
therein for the current and prior years are presented
in the consolidated statement of changes in equity on
page 88 of the annual report.

26. IR A< (%)
B -

@ MREE-Z-N\E+_A=+—BHULEFE #
B A17{#55,400,00017 & % #E 7R 555,400,000
BEBAD - F BB IR IB H AT 7234 ©

b)) R-EBE-—NF—A-+ B AQFHEE
REBFIIVESHE Bt AR EEEEE
RIBIEZRHEERKE KT DR ANBERREA
RERESRMHSETLZERRERZE
$£330,000,0000% B2 & B (5 - R =T — NF =
AhB  ARAREBENRER S —DE R
F((Wathzl) MEFTREHE 2GR &
It - SERCERE BIE 2 A 2 E R EARR ([ &2 &
IR DER-ZZE—\FZANAREZ
EZ-N\F-_A-+=H-R_ZE—N\F_A
Z+tA - BEREERE(EHETRRE)Z
16 3% R 614+ 130,000,0000% A2 & A% 1) & 12 i
EETRAEERNDOISBILKNEE F LR
INEEERA

EFRETRORAA D mER AN AAR

EHIAT o
27. F#1E
(a) =&EE
AREEMAAFEAEEREE 2SN

.
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GEETR
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27. RESERVES (Continued)

27. f#s @)

(b) The Company (b) &ATF]
Share-based Convertible
Share payment note equity Accumulated
premium reserve reserve losses Total
TEREE
RAEE W ikt EafE ZiTEE &t
Notes HK$'000 HKS'000 HK$'000 HK$'000 HKS'000
(i ThL Thr T ThL Thr
At1 January 2017 RZE—tF
i 287,747 57,070 1,174 (389,000) 3019
Total comprehensive loss for the year  AEEZEER
iﬁgﬁ - - - (147,683) (147,689)
Redermption of convertiole notes EAEREE - - (1,174) 1,174 -
Issue of convertible notes ?ﬁffﬂ}ﬁﬂxi‘fﬁ% 28 - - 50,511 - 50,511
Deferred tax iabilty on recognion of - B ER T 2k 2
equty component EiRaR - - 9,819 - 9,819
Issue of share option B1ERE 34 - 28,905 - - 28,905
Issue of shares by exercised of share  RTEIEIiE
option MER(A 3 28207 (7,022 - - 16,185
Issue of new shares upon conversion  NERATHHER
of convertile notes BR TR 21829 - (23,805) - (1,976)
Deferred tax liabilty released upon ~~ REATHEREES
conversion of converthle note BEELiEaG - - 3908 - 398
31 December 2017 and RIE—+F
1 January 2018 t-A=t-H
k=%-N\%
-A-B 332,783 78953 29815 (535,519) 193.967)
Total comprehensive loss for the year  AEEZEER
] - - - (244,375) (244,375)
Issue of shares by exercised of share  R{7(E Bk E
option kG 3 17,204 (6,216) - - 10,088
Issue of share placing EREERTIRD 32,500 - - - 32,500
Transfer upon the lapse of share option FBEARIE KA B - (2919) - 2,919 -
At 31 December 2018 RZE-NE
+=A=+-A 382,487 69,818 29815 (773.974) (291,854)
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27. RESERVES (Continued)

(b) The Company (Continued)

The capital reserve of the Group represents the excess
of the nominal value of the share capital and the share
premium account of the subsidiaries acquired pursuant
to the Group reorganisation over the nominal value of
the share capital of the Company issued in exchange
therefore.

Pursuant to the Companies Law of the Cayman
Islands and the Company’s Articles of Association,
the share premium of the Company is distributable to
the shareholders provided that immediately following
the date on which the dividend is proposed to be
distributed, the Company will be in a position to pay
its debts as they fall due in the ordinary course of
business. At 31 December 2018, in the opinion of the
directors of the Company, the Company did not have
any reserve available for distribution to shareholders
(2017: Nil).

The share-based payment reserve comprises the
fair value of share options granted which are yet to
be exercised, as further explained in the accounting
policy for share-based payment transactions in note
34 1o the financial statements. The amount will either
be transferred to the share premium account when
the related options are exercised, or be transferred to
accumulate losses should the related options expire or
be forfeited.

27. @)
(b) AAT @)

AEBENREEREEEEANIE 2 KB
DA Z BAREE R E ERRE AR R B
BITZRAHEZER

REMSFESRRVENARAEBEIZMAE
MR EERKREE BR AARBRNER
RBEEEBH IR 2EE AIRRF R AR
DK EE - R-_FT—-N\F+_A=+—
B ARBEFEFR/ARE LA A AR
DR (T —LF  E)o

MBS BRI D R EE R ARTTE 2 BAE
ZHE 7 BB AR MY 348 B AR A
R 52 TR - ERRBREETE AR
B ERARDRER FABERER MK
1ERE - R BEAS ERA RGBSR -
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28. CONVERTIBLE NOTES 28. AR EE
The movement of the convertible notes for the year is set out AT AR RIE R F N E B E R T3
below:
Liability Equity
component component Total
=i B et
HK$’'000 HK$’000 HK$’000
FHT FAT FAT

Carrying amount RZE—+5F

at 1 January 2017 —A=1+—R KA 9,396 1,174 10,570
Redemption of notes BREE (10,000) (1,174) (11,174
Issuance of new notes BT EIE 32,070 59,511 91,581
Deferred tax liability upon R A AR E IR R S B o BT

recognition of equity component  ZIEIEFIIEE (&

of convertible note - (9,819 9,819
Effective interest expense ERFBEAS 6,370 - 6,370
Conversion of convertible notes B AR AT SRR (13,416) (23,805) (37,221)
Deferred tax liability upon BRI EIR I 2 RER

conversion of convertible note HEE - 3,928 3,928
Carrying amount RZE—tF+ZA=+—

at 31 December 2017 HZEREE 24,420 29,815 54,235
Effective interest expense ERF BT 10,225 - 10,225
Carrying amount RZEBE-N\F+A=+—

at 31 December 2018 A2 REE 34,645 29,815 64,460
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28. CONVERTIBLE NOTES (Continued)

2011 D Convertible notes

On 14 September 2011, the Company issued 3% coupon
convertible notes (the “CN 2011 D”), the principal terms of
the CN 2011 D are as follows:

Date of issue 14 September 2011
Aggregate principal amount  HK$22,500,000
Interest rate 3%

Conversion price HK$0.50

Maturity date 12 months from the date of

issue

On 6 March 2014, the Company has redeemed one of
the Convertible Notes 2011 D with the principal amount of
HK$10,000,000 in accordance with notice from the holder.
The Company is contacting the holder of the Convertible
Notes 2011 D with the principal amount of HK$2,800,000
in order to settle the convertible notes. As at 31 December
2018, the Company has not received any reply or notice
from the holder and the Company has the funds available
for redemption. Therefore the Company has accrued such
amount of HK$2,800,000 together with its interest accrued
at the year ended 31 December 2018.

28. AR RE @

—ZE——FEaRRELED

RZFE——FNAATHEE ARRETER
RN B RE( —E——FAARER
D)) —F——FrRIREEDN T BT

ITHER —EZ—&%hA+WA
PINE 22,500,0005 7T

B 3%

HARE 0.50%& 7T

/e = BE/THER12(E A

RZZE—WMFE=AXRB AREREBEFEA
B A BB B A £ %810,000,0008 T 2 = &
—— F R ERD - NN B EAE AN SRR
2,800,000 L2 —E——F A MREBDLIF
BAEEABRBRER -RZT—N\F+=A
=+—H ARBHAEEREANEMAEE
SR MARBEHTERES At A2
ARBE_Z-N\F+-_A=+—RHILtEER
EE42,800,000/8 LB B FERTFIE. -
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28. CONVERTIBLE NOTES (continued)
CN2018 Convertible notes

On 13 January 2016, the Company issued zero coupon
convertible notes (the “CN2018”), the principal terms of the
CN2018 are as follows:

Date of issue 13 January 2016
Aggregate principal amount  HK$10,000,000
Interest rate -

Conversion price HK$0.35
Maturity date 24 months from the date of
issue

(a) Conversion period

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of the
note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less than
HK$500,000, the whole (but not part only) of the
principal outstanding amount of the notes may be
converted) into shares in board lot or multiples thereof
at any time from the issue date at the initial conversion
price of HK$0.35 per share up to (and excluding) the
fifth business day immediately before the maturity
date.

(b) Issuer early redemption option

The Company may at its sole and absolute discretion
redeem the notes (or any part thereof) at its principal
amount outstanding together with interest at any time
and from time to time on or before the notes maturity
date.

28. AR EE &
—E-\FURRERE
RoB-A%F—A+ZH AAABGTRES

T BMBRER( T - N\FABREER])
—N\EFABRRERN T EERET

ITHER —E—XF—A+=H
PINE 10,000,000 7T
B

HARE 0.35% 7T

Elpziil= B 23/THHEIRRET2418 B

(a) HBAE

EEFBABENERITABEERRE
FNEEHEREE ¥R (TREZB)
T 85 RIE B RR0.35 8 LM VI A (B 15
REEMBREABLREELSENL
BE—FAEFRN  BRABREERR
BEASEENDHB500,0008 7T » (KRR
FRAEFEATRRERNREERNSE D
F%wow%ﬁva%%T%%%%z
EB(MIEE D) RERRSH) -

(b) RITAEFREEIEERE

ARRRARRZRENE H 3z AT i
RABAEREERNSERNEZER
BB ERER (HEMBORE)
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28. CONVERTIBLE NOTES (Continued)

CN2018 Convertible notes (Continued)

(c)

Valuation of liability component

The fair value of CN2018 as at 13 January 2016
amounted to HK$9,739,776. The fair value is
calculated using binomial tree models at a rate based
on the discount rate of 9.54%.

On 8 June 2017, the Company has fully redeemed the
CN2018 with the principal amount of HK$10,000,000 in
accordance with notice from the holder.

CN2020 Convertible notes

On 25 April 2017, the Company issued zero coupon

convertible notes (the “CN2020”), the principal terms of the
CN2020 are as follows:

Date of issue

Aggregate principal amount
Interest rate

Conversion price

Maturity date

(a)

25 April 2017
HK$91,581,000

HK$0.238
36 months from the date of
issue

Conversion period

The noteholder shall have the right to convert the
whole or any part of the outstanding principal of the
note in an amount of not less than HK$500,000
on each conversion (save that if an at time, the
principal outstanding amount of the note is less than
HK$500,000, the whole (but not part only) of the
principal outstanding amount of the notes may be
converted) into shares in board lot or multiples thereof
at any time from the issue date at the initial conversion
price of HK$0.238 per share up to (and excluding)
the fifth business day immediately before the maturity
date.

28. AR ELE @)
TE-NEUBRRERE#E)
(c) BEHS7zZ1EE

TE-NFAUBRBREBRR T —RF—

AT=H®WA¥ER 739,776 L A

A TYE A = X BIEANZ0.54% /) Bh IR X
R-ZZ—tEXANB ARAREREFEEA
802 IpEE B AN € %810,000,0008 T2 —
— \F AR RS -

—ECRETRRER

R-ZE—tFHOA-+HEA ARAETE
ERENAZRRER(I - Z_ZFAHRE
B —ETFARREBENERERET

BEITHH —E—+FNA-+HHAH
PING L 91,581,000/ 7T

B X -

R E 0.238/8 7T

S EE = B %77 HHIRRET361E A
(a) HZEHE

ERERFEANERRARTRAHERRER
AMAMHFEREZXR(TREZA)
EART S ) 2 & A% 0. 23878 TT K V) H AR (B
KRB 2MHERMBOREELSER
RBMB—FREFRN  BRABRZEN
AEEAR ST T D1500,000/8 7T  (HEfR
RERERE A RERRNREELASER
A 1500,00078 7T+ BI A] 5 3 Al # i SRR
ZERB(MIHE—FE D ) REERNEZRR)-
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28. CONVERTIBLE NOTES (Continued)

CN2020 Convertible notes (Continued)

(b)

(c)

(a)

Issuer early redemption option

The Company may at its sole and absolute discretion

28. AR EE @
SEFUBRREREE)
(b) BITAEEEEEERE

AR B AR RIRBHI A 52 ATE (AT

redeem the notes (or any part thereof) at its principal EARENHKESEASERMNESED
amount outstanding together with interest at any time BB R =& (S B D =) -
and from time to time on or before the notes maturity
date.
Valuation of liability component (c) BESZZ1EE
The fair value of CN2020 as at 25 April 2017 CECEFRBREEN T —tF
amounted to HK$91,581,000 of which the fair value B—+HH E’\J"EFTEE% 581,000/ 7T *
of the debt component and call option together Hoh@EBE o RABIREZ A $TE.:. H
is HK$32,070,000. The debt component and call #332,070,000/ 7T » (EH% 20 5 K R H i
option are included in the liability component of the SFARBRIRER Z BEE D “5!2@75@5
convertible notes. The fair value is calculated using Fi = XEIHR AV 179,46 % B BLIR R AT &
binomial tree models at a rate based on the discount
rate of 9.46%.
The noteholders converted CN2020 in the principal RZE—+FRA+HEH ZEEEFAA
amount of HK$36,632,400 on 15 May 2017. R@e _—_ T _ZFAHRREBENLR SR
36,632,400/ 7T ©
29. COMMITMENTS 29, 7&iE
Capital commitments (a) EAEE
Significant capital expenditure contracted for at the RREBRETNEAEREEEZE
end of the reporting period but not recognised as BARZ AT :
liabilities is as follows:
2018 2017
—2-N\F —tF
HK$'000 HK$'000
FHExT FET
Commitment to provide funding for joint ~ [A]& & A FIEHE S 7 HdE
venture’s capital 40,980 43,226
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29. COMMITMENTS (Continued)
(b) Non-cancellable operating leases

At the end of the reporting date, the Group had
commitments for future minimum lease payments
under non-cancellable operating leases in respect
of office premises and other asset, which fall due as

20, i)
(b) AT EB AL

Wi BT aEs - REERPATY R
REMEE FTRBEEBROFES
RAB IR B BRI R T

follows:
2018 2017
—2-NF  —TtF
HK$’000 HK$'000
FET FHT
Within one year —FR 7,004 5,640
In the second to fifth years inclusive FIEERF(BREERMTE) 2,513 5,610
9,517 11,250

Leases are negotiated and rentals are fixed for terms
of 1to 3 years (2017: 1 to 3 years).

BODR—ZEZ=F(ZF—1tF: —E=F)2
FHRER MEM
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30.

31

32.

170

CONTINGENT LIABILITIES

The Group did not have materially contingent liabilities at the
end of the reporting period (2017: Nil).

PLEDGED OF ASSETS

At the end of the reporting period, none of the Group’s
assets (2017: Nil) were pledged to secure the Group’s
banking facilities.

RELATED PARTY TRANSACTIONS

Balances and transactions between the Company and its
subsidiaries, which are related parties of the Company, have
been eliminated on consolidation and are not disclosed in
this note.

Unless otherwise disclosed in these consolidated financial
statements, the Group did not enter into any material
related party transactions during the year and did not have
any material balances with related parties at the end of the
reporting period.

The remuneration of directors and other members of key
management during the year are disclosed in the note 12 to

the consolidated financial statements.

The group also identified other related party as below.

30. RAREE
RIERR AEEMEESE RNABE(Z
T )

31. EEEHF

NREPR  AREMEEE(ZT—LF: £)
EHEMEAARBERITEEZER

NR.BEFIRS

ARBEEMNBE AR (EAARRR Z/E)H
ZRERR R GREERE Y - WENAMKE
R

SR FRAMBREMBEEIN ARERF
I

W MAEMERRBET RS ARHRE
REARFE T WAL EALEERR

FRAEEREERTIEEEEZEMKEZ
M &R A B S REKMEE12 -

R BT ARI A RRE T I o

Ownership interest

FREfERER
Name Type Place of incorporation
H18 kit SEF AR 3L 3t B 2018 2017
Beijing Youli Lianxu Technology Associate PRC 49% 49%
Company Limited 1t 518 /7 Fkl/NG] H
BERI B R AR
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32. RELATED PARTY TRANSACTIONS 32 . EEH X5 @)

(Continued)

Transactions with related parties are shown below:

BEIENET IR BIIRIT

Loans to an associate B N R B
2018 2017
—E-N\F ZE—tF
HK$’000 HK$ 000
FET FHT
Beginning of the year F9 14,304 -
Loans advanced TEREMR - 14,200
Loans repayment EBEEN (14,320) -
Interest charged I B R B, 16 104
End of year FR - 14,304
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33.

172

—NF+ZA=T—HLFE

FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

The Group’s major financial instruments include other
receivables, cash and cash equivalents, trade and other
payables, financial derivatives and convertible notes. Details
of these financial instruments are disclosed in respective
notes.

The main risks arising from the Group’s financial instruments
are credit risk, interest rate risk, foreign currency risk and
liquidity risk. The board of directors reviews and agrees
policies for managing each of these risks and they are
summarised below. The Group’s accounting policies in
relation to derivatives are set out in note 4 to the financial
statements.

Credit risk

The Group’s maximum exposure to credit risk in the event
that counterparties fail to perform their obligations at 31
December 2018 in relation to each class of recognized
financial assets is the carrying amount of those assets as
stated in the consolidated statement of financial position.
The Group’s credit risk is primarily attributable to its other
receivables. In order to minimise credit risk, management
has certain monitoring procedures to ensure that follow-
up action is taken to recover overdue debts. In addition, the
Group reviews the recoverable amount of each individual
receivables regularly at each reporting date to ensure that
adequate impairment losses are adequately made for
irrecoverable amounts. The credit risk on liquid funds is
limited because the counterparties are commercial banks
with high credit-ratings assigned by international credit-
rating agencies. The Group has no significant concentration
of credit risk, with exposure spread over a number of
counterparties and customers.

CHINA E-INFORMATION TECHNOLOGY GROUP LTD. -
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PREEZRERBRAETTEN B WO R E RS © L HN - M &
= EH - AEEE RS S RERNEKE SR
R A RE SR R E R B S B '
WZREER ARXSETFHAEBRREE
HREBF R EEFRIAERT WRD
B2 EERBRAR AEEYESERTZ
EERR BRROBGREBERZZXHHF
REP -

TEAKEENREEERAR



33. FINANCIAL RISK MANAGEMENT

OBJECTIVE AND POLICIES

(Continued)

Interest rate risk

The Group’s interest rate risk arises primarily from the
Group’s bank deposits. All the deposits are on a floating rate
basis.

The Group does not use financial derivatives to hedge
against the interest rate risk. However, the interest rate profile
of the Group’s net deposits (being bank deposits less any
interest-bearing financial liabilities) is closely monitored by
management.

At 31 December 2018, it is estimated that a general increase/
decrease of 50 basis points (2017: 50 basis points) in interest
rates, with all other variables held constant, would decrease/
increase the Group’s loss before tax and accumulated
losses by approximately HK$354,000 (2017: HK$104,000).

The sensitivity analysis above has been determined
assuming that the change in interest rates had occurred at
the reporting date and had been applied to the exposure
to interest rate risk for the non-derivative financial liabilities
in existence at that date. The 50 basis points increase/
decrease represents management’s assessment of a
reasonably possible change in interest rates over the
period until the next annual reporting date. The analysis is
performed on the same basis for 2017.

Foreign currency risk

The Group has transactional currency exposures, primarily
with respect to Renminbi (“RMB”), for the years 2018 and
2017. Such exposure arises from one of the Company’s
subsidiary’s intergroup transactions with the Company
and recognised liabilities denominated in HK$ that is not
the functional currency of the subsidiary whose functional
currency is RMB.

3. BEMEERE RBER®

BN

$%l2ﬂfﬂ e T BERBAKEZRITF
R e FTAFFIGAEERIRGE -

KSR 3 4 B P 2 B 0T A T AL R B R A R
o R > AEB 2 FROFB(BIRTTEIRE
ERFEERAR) ZHXRBRATEET Y

BESR o
o

RZZE-NE+_A=+—HB HFXLRE
A TERSOMEES (=T — 14 : 501EEE)
(FIEHMESRETE) BEREAEBRH
Al B 18 M R AT 1B 418 51 49354,0007% 7T
ZE—+4F : 104,000587T)°

Bt 7 RERE DT TR NI E B HA R D

REMET BCEARE AFEZIFITE
ERAEFIRRER X 7T B60MEE
E%Eﬁ?ﬁ%ﬂ%%’TTiFﬁ&iEHﬁﬁLHﬁFﬁWf‘J
RZABAREEL 2 — T —LF%
MHRIEEETHRBON -

SNEEE L B

RZBE-N\FE-ZT—LtFFE A&EHA
HNXZUEEBRRIZIRARE(AR
1) ZFRMELBANRF M B AR E
AREETZEBEARFR S REERARE
ETEHE BT FZMB AR ZEE
% HENREERR/ARE-
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33.

174
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FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

(Continued)

Foreign currency risk (Continued)

The Group currently does not have a foreign currency
hedging policy. However, the management monitors foreign
exchange exposure closely and will consider hedging
significant foreign currency exposure should the need arise.

As at 31 December 2018, it is estimated that a general
increase/decrease of 10 basis points (2017: 10 basis points)
in HK$/RMB exchange rate, with all other variables held
constant, would increase/decrease the Group’s loss before
tax and accumulated losses by approximately HK$178,000
(2017: HK$12,560,000).

Liquidity risk

For the management of the Group’s liquidity risk, the Group
monitors and maintains a sufficient level of cash and cash
equivalents considered adequate by management to finance
the Group’s operations and mitigate the effects of fluctuation

in cash flows. Management reviews and monitors its working
capital requirements regularly.

The following table details the contractual maturities at the
end of the reporting period of the Group’s financial liabilities,

3. BEMEERE RBER®

SN L B (%)

ZFE.EH!JIEM\M Mzﬂz R BEEBH
PESFINERR TERFTEREREHPEKR

HNES B o

R_Z—-NF+=_A=+—8" 1$‘E+;%fn}3;/\
REERLEEF TEHIOEEZH(=F

FA0EEE) B EMEERIFTIE ) Hq%
BN E BT A EIE R 25HEEE N, R A4
178,000/ 7C(=ZZ —+4F : 12,560,000/ 7T ) °

/)Ibﬁﬁﬁﬂﬁ

REBAKBZRBESRAR AREERER
HBRSMREFERENEEERRENZ
K ARAKEXRGRHTEES MRER
EMENDTE - ERES TR REE
HEBEEHK-

TRFHINAEERHREMRNEREBEE O
HER ERABEBRBCITORNRASRE

which are based on contractual undiscounted cash flows (BFEAETORMRAE 2 R B BAREE 5,
(including interest payments computed using contractual BXHRIE ZPBEEE -
rates) and the earliest date the Group can be required to
pay:
More than one  More than two Total
Ondemandor  yearbutless yearsbutless undiscounted Carrying
within one year than two years than five years cash flow amount
—FH0E MERL KRRS
BREAR BREEMNR RELHE REE
HK$'000 HK$'000 HK$'000 HK$'000
Fhr T THEL FHL
At 31 December 2018 R=B-NE+ZA=1-H
Financial liabilities SRER
Trade and other payables B 5 RAMERERR - - 29,249 29,249
Convertiole notes AREE 54,949 - 54,949 34,645
At 31 December 2017 RZB—tE+ZA=1-H
Financial liabilities SREME
Trade and other payables BHREMEMER - - 28,330 28,330
Convertiole notes AREE - 54,949 54,949 24,420
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33. FINANCIAL RISK MANAGEMENT 33. MKEREERE REEX®
OBJECTIVE AND POLICIES

(Continued)
Financial instruments £RITHE
Categories of financial instruments TRTAZS%E
31 December 31 December
2018 2017
—E-N\F T F
t=A=+t—-RA +t=ZA=+—H
HK$’000 HK$'000
FHxT FET
Financial assets TREE
Fair value though profit or loss BBBRL AT ERFE
- Fund investments —EeRE 15,107 -
— Held for trading equity securities —RBEEERATIRE 507 565
Loans and receivables (including cash and EREENGE(BERERES
cash equivalents) %E1EE) 162,566 102,868
Financial liabilities cRAaE
Amortised cost B SER AR 42,517 34,615
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33. FINANCIAL RISK MANAGEMENT
OBJECTIVE AND POLICIES

(Continued)

Financial instruments (Continued)

Fair value hierarchy on a recurring basis

33, B AR EE RS REE

SRMTE®
BREME LB NFEER

Fair value hierarchy as at 31/12/2018
R-B-—NF+ZA=+—BZAFEER

Level 1 Level 2 Level 3 Total
£—R -t 11} E=H &5t

HK$' 000 HK$' 000 HK$’ 000 HK$' 000
FERT FET FRET FER

Financial assets SREE
Held for trading-listed equity HIEEBE—-LtW
securities IR B 5 507 - - 507
Unlisted fund investments ELFMESKRE - 15,107 - 15,107
Contingents consideration PR ARE
receivables - - 14,619 14,619
Fair value hierarchy as at 31/12/2017
RZZE—tF+-A=+—HAZRATFEER
Level 1 Level 2 Level 3 Total
E— E-H® FE=MH =
HK$ 000 HK$ 000 HK$ 000 HK$ 000
FHIT FHT FAT FHT
Financial assets TREE
Held for trading-listed equity BEEE - L™
securities NEAFEF 565 - - 565
Contingent consideration receivables [ g% SR (8 - - 520 520

The fair value of financial derivative is determined using
binomial tree model and the inputs used in the fair value
measurement are volatility and discount rate.

During the year, there were no transfers of fair value
measurements between Level 1 and Level 2 and no transfers
into or out of Level 3 for both financial assets and financial
liabilities (2017: Nil).

ERIUTETENRAFEDER - XEREE
T ARRHEAEMAONE ABRELRE T
RARBEERE -

FR EREERERABZIE-ARFE R
ZEHEEBEATEFE TEEALERSE
=R(=T—LF )
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33. FINANCIAL RISK MANAGEMENT

34

OBJECTIVE AND POLICIES

(Continued)

Financial instruments (Continued)

Fair value

The directors consider that the carrying amounts of financial
assets and financial liabilities recognised in the consolidated
financial statements approximate their fair values.

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 stakeholders through 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 debt, which
mainly includes convertible notes, and equity attributable to
owners of the Company, comprising issued share capital
and reserves.

The directors of the Company review the capital structure on
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 recommendations of the directors, the
Group will balance its overall capital structure through the
new share issues and share buy-backs as well as the issue
of new debt or the redemption of existing debt.

SHARE-BASED EMPLOYEE
COMPENSATION

At annual general meeting of the Company held on 23 May
2011, the Company adopted a new share option scheme
(“Share Option Scheme”) and the share option scheme
adopted on 24 November 2001 (the “Old Scheme”) became
terminated therefrom. The Share Option Scheme became
effective on 23 May 2011 and, unless otherwise cancelled
or amended, will remain in force for 10 years from that date.
Upon termination of Old Scheme, no further Options under
the Old Scheme can be granted but the Options which
have been granted during the life of the Old Scheme shall
continue to be exercisable in accordance with their terms of
issue and the provisions of Chapter 23 of the GEM Listing
Rules.

33. HEMEERE RBER®

SRT R

§$%~ RAEMBHRRERNESREER

EHEEQFERE -

EXERER

AEBERHEEN MRAEEERENTE
ga RSEBEE FE R EREERGHRT
AFEE ﬁﬁ%?ﬂﬁm@ﬁ REBERR
B EFURRTIE

'n

AEENERNEBRRER ETEEREA
BEREBEIARBER ARG#D BRO%
TR B fets o

ARREEERRAEAEE eBiet &
EEBEARAKAR SRR EARERENER R
BEENER ARERERBITHRD &
NIBEIAKRBETHEEKBERRAER ¥
BREANER-

34. LA 32 3 & % p

EARBER-TE——FRA-F+ZHETZ
MEERGEF RS b AR BV RN BT
BB ETE ) MR- —F+— A
_+@E%%Z$h%ﬁ%U SHE) ) BnRE R
- BEBREEHR - ——FRA-+=H#
AR BRIFET TSR] BRI HRZ AR T
FRNEY - FRIEETEIR A ERIEEE
E—ISEEBRE MRETEEXERER
2 AR MR A B AR PR L B TR R GEM i1
IRANSE23E 2 &SR] FoT(E
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34.

178

SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

Share Option Scheme

The purpose of the Share Option Scheme is to provide
the Company with a flexible means of giving incentive to,
rewarding, remunerating, compensating and/or providing
benefits to the participants and for such other purposes as
the Board may approved from time to time.

Pursuant to Share Option Scheme, the Board may grant
Options to any employee of the Group or any other persons
who, in the sole discretion of the Board, have contributed
or will contribute to the Group to subscribe for shares of the
Company at a price determined by the Board and shall be
no less than the highest of (i) the closing price of the shares
as stated in the daily quotations sheets issued by the Stock
Exchange on the date of offer of the Option which must be
a business day, (i) the average closing price of the shares
as stated in the daily quotations sheets issued by the Stock
Exchange for the five business days immediately preceding
the date of offer of the Options; and (i) the nominal value of
a share on the date of offer of the Options.

An offer of Option shall remain open for acceptance by the
participant to whom an offer is made for a period from the
offer date to such date as the Board may determine and
specify in the offer letter (both days inclusive), provided
that no such offer shall be open for acceptance after the
10th anniversary from the adoption date of the Share
Option Scheme or after the Share Option Scheme has
been terminated in accordance with the provisions hereof,
whichever is earlier. A nominal consideration of HK$1 is
payable on acceptance of the offer of an Option.

CHINA E-INFORMATION TECHNOLOGY GROUP LTD. -

34. IR (HEE HiM )

fBReEsTE

BREASZENREARRAABEREN
FRETREANLTHE - 26 R wHER
SENMEFE TR EZ BB R -

RIBBEREE EFERAAKEIAER
FEZL2RBERRELIEUAEEE
HEBZ EAEMATREARBEARRFRN
2B BRAESSER ETE ﬁFTﬂ
BHZE&RE  ((ROBREER(LARE

)%@%%?%Eﬁ%t%ﬁz%mﬁ’wi
BRI ERAEE B A2 X AR B3
Eﬁ%i%ﬁZ?ﬂ%mF R 5% o 8 oA
EHRMZEE-

BREZOKESLERORNEEESEA
REEE XN 24 MFIEA 2 B R B H 2 B
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34. SHARE-BASED EMPLOYEE

COMPENSATION (Continued)

Share Option Scheme (Continued)

The total number of shares which may be issued upon
exercise of all Options to be granted under the Share Option
Scheme and any other share option scheme of the Company
shall not in aggregate exceed 10% of the total number of
shares of the Company in issue at as the date of approval
of the limit. The maximum number of shares issuable under
the Option to each eligible participant in the Scheme Option
Scheme within any 12-month period is limited to 1% of the
shares of the Company in issue at any time.

Any grant of Options to a participant who is a director, chief
executive or substantial shareholder of the Company or their
respective associates must be approved by the independent
non-executive directors (excluding independent non-
executive director who is grantee). In addition, any Options
granted to a substantial shareholder or an independent
non-executive director of the Company, or to any of their
associates, in excess of 0.1% of the shares of the Company
in issue at any time and with an aggregate value (based on
the closing price of the Company’s shares at the date of
the grant) in excess of HK$5,000,000, within any 12-month
period, are subject to shareholders’ approval in advance in a
general meeting.

34. IR (HEE HiM )

BRETE )

IRIBRE R 8] R AN R BRI E b B AT 8l
B 2 P A R R AT T 8IT 2D
RE - AT FBEMEARREES BITRNE
210% o NAEMR+ 8 A B A - IR IREAE
AT TREREFENEERZEENRD
R ERNARBMEMREECS BTN
1% °

M28EAEARARES EaTRAELEE
BRIABESEBCHEAT)RLERE &
BEVIENTES(TREFAEERAZEL
FEEITE T ) BUME o BEAN - FMET + = {8 A #fE
W EARAEERREBILIENITESHE
L2 A A TR E A B AN A RIS
FEBITIRMD0.1% R BEERR T RO NIE
B EBRE R FTE ) 8 335,000,00078 7T H B IR
B RN IR RS it -
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34. SHARE-BASED EMPLOYEE 34. LB X HEEHM =
COMPENSATION (Continued)
Share Option Scheme (Continued) ERRESTE(2)
The movements in the Options during the year ended 31 BE T N\FE+_A=+—HIEFE &XQ
December 2018 are shown in the following table: TERE 2 SEBENT*
Lapsed/
Exercise At Granted  Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2018 the year the year the year 2018
i i
2 \f fR ZB-N\E
SRENE RiLAH AR ERS SRORE -A-R EARE  FRAE  AM/EE tZASt-B
HKS
BT
Directors
ES
Yuan Wei 09/09/2015 09/09/2015 - 08/09/2025 028 20,000,000 - - - 20,000,000
RE
15/12/2016 15/12/2016 - 14/12/2026 0311 10,000,000 - - - 10,000,000
17/06/2017 17/06/2017 - 16/05/2027 0285 3,000,000 - - - 3,000,000
Zhang Jianxin 09/09/2015 09/09/2015 - 08/09/2025 028 5,000,000 - - - 5,000,000
R
1612/2016 15/12/2016 - 14/12/2026 0311 5,000,000 - - - 5,000,000
Zneng Zhijng 17/06/2017 17/06/2017 - 16/05/2027 0285 10,000,000 - - - 10,000,000
El
Li Qunsheng (resigned  17/05/2017 17/06/2017 - 16/05/2027 0285 3,000,000 - - - 3,000,000
on 02/08/2018)
SRENE-NF
NAZBRHE)
Subtotal 56,000,000 - - - 56,000,000
5t
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34. SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

34. IR (HEE HiM )

Share Option Scheme (Continued) BARRET )
Lapsed/
Exercise At Granted  Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2018 the year the year the year 2018
i R
“E-N\% R “E-)\E
SRENL RiAH RERERE SROGEE  -A-R FARE  FAAE  AM/EE T-A=t-A
HKS
A
Others
Eft
In aggregate 28/08/2008 28/08/2008 - 27/08/2018 1.281 9,230,311 - - (9,230311) -
At
In aggregate 09/07/2009 09/07/2009 - 08/07/2019 0652 14936322 - - - 14,936,322
At
In aggregate 09/09/2015 09/09/2015 - 08/09/2025 028 99,600,000 - (18,600,000 - 81,000,000
At
In aggregate 1511212016 1511212016 - 14/12/2026 0311 315,000,000 - (32,000,000 - 283,000,000
At
In aggregate 17/06/2017 17/06/2017 - 16/05/2027 0285 257,000,000 - (4,800,000 - 252,200,000
At
695,766,633 - (654000000  (9.230311) 631,136,322
Exercisable at the end of the year 667,136,322
RERTTTR
Weighted average exercise price HKDO.32E 7T - HKDOJ0ET HKD128%T  HKDO.S0AT

MEHEE
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34. SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

Share Option Scheme (Continued)

The movements in the Options during the year ended 31

34. IR (HEE HiM )

SRSt 8l
BE-FT-—LF+-AZt-ALFE 44

December 2017 are shown in the following table: TIEERE BEEN T -
Lapsed/
Exercise At Granted  Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 201}}1 the year the year the year 201}}1
Z8-tE g8-tf
puERE RUAS TRERERS @&ﬁﬁ% -f-B  EpRE  EROE FARE T-AST-A
HK
BT
Directors
£
Yuan Wei 09/09/2015 09/09/2015-08/09/2025 028 20,000,000 - - - 20,000,000
RE “I-RFARME CE-REAANRE
“ECRENANA
1611212016 15/12/2016-14/12/2026 0311 10,000,000 - - - 10,000,000
“ENFtCATREA CEAECAtRRE
ZBIETZATRE
17/06/2017 17/05/2017-16/05/2027 0.285 - 3,000,000 - - 3,000,000
“Z-tERATER ZT-tERATLRE
ZEEERATRA
Zhang Jianxin 09/09/2015 09/09/2015-08/09/2025 028 5,000,000 - - - 5,000,000
N “I-RFARME CE-REAANRE
“ECRENANA
1611212016 15/12/2016-14/12/2026 0.311 5,000,000 - - - 5,000,000
ZENFtCATEA CE-AECAtRRE
“ECETZATEA
Wong Wai Wa (resigned  16/12/2016 15/12/2016-14/12/2026 0311 33,000,000 - - - 33,000,000
on 31/08/2017)
TAEW-F-tF -F-"Ft-AtRER —F-~ET-AtHRZ
NA=1—REHE) ZRIRETZRTRE
Zheng Zhijng 17/06/2017 17/05/2017-16/05/2027 0.285 - 10,000,000 - - 10,000,000
Y “E-tFRRTER  ZE-tERATLAE
ZECtERATAA
Huang ChungHsing ~ 17/06/2017 17/05/2017-16/05/2027 0285 - 2,000,000 - - 2,000,000
(resigned on
11/12/2017)
ERAR-TtF ZT-tFRATHR  ZE-tERATHAZ
t-A+-B%H) ZECAERATAR
Li Qunsheng 17/06/2017 17/06/2017-16/06/2027 0.285 - 3,000,000 - - 3,000,000
ZHE ZZ-tERATER  ZT-tERATLRE
ZEEERATRA
LiYaRu (resignedon  17/06/2017 17/05/2017-16/05/2027 0.285 - 3,000,000 - - 3,000,000
04/12/2017)
SEE(CE+F  ZEtERATER T tERATtHEE
+-AmRER) ZEHFRATAR
Subtotal 73,000,000 21,000,000 - - 94,000,000
5t
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34. SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

34. IR (HEE HiM )

Share Option Scheme (Continued) BIRERTEE)
Exercise At Granted  Exercised  Cancelled At
Name of Exercise period and price 1 January during during during 31 December
the participant Date of grant vesting period per share 2017 the year the year the year 2017
i ]
E-tE Zg2-tF
BuERE RUAH TRERERE BRARE  -A-B FREE  FATR FREE ToAST-B
HKS
B
Others
Eft
In aggregate 28/08/2008 28/08/2008-27/08/2018 1.281 9,230,311 - - - 9,230,311
A% “EE\ENACHNE ZEE\ENR-TNRE
ZF-ENAZTLR
In aggregate 09/07/2009 09/07/2009-08/07/2019 0652 14,936,322 - - - 14,936,322
gk ZETNELANR ZETNELANRE
ZE-NELANA
In aggregate 10/07/2014 10/07/2014-09/07/2024 0168 30,000,000 - (30,000,000 - -
sk “E-MELATH “2-MELATRE
“ZIELRANA
In aggregate 09/09/2015 (9/09/2015-08/09/2025 028 119,600,000 - (20,000,000 - 99,600,000
gk “Z-RENANR ZZ-RENANRE
“ECRENANA
In aggregate 1511212016 15/12/2016-14/12/2026 0311 282,000,000 - - - 282,000,000
skt ZEETZATRR ZEAFTCATRAZ
“EINETZATRE
In aggregate 17/06/2017 17/05/2017-16/05/2027 0.285 - 309,000,000 (57,000,000 - 252,000,000
Att “E-tFRATER ZE-FRATEREE
ZECtERATAA
455,766,633 309,000,000 (107,000,000 - 657,766,633
Exercisable at the end of the year 751,766,633
RERATTR
Weighted average exercise price HKS0.327%8 T HK$0.9% 7 HKS0.25/ T - HK$032%L

TETETEE
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34. SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

Share Option Scheme (Continued)

@

(Continued)

During the year ended 31 December 2018, no share
options were granted by the Company.

On 17 May 2017, the Company granted 330,000,000
Options to Grantees under the Company’s Share
Option Scheme adopted on 23 May 2011.

During the year ended 31 December 2017, the
number of Options granted was 330,000,000. Of
which, 24,000,000 Options were granted to the
directors of the Company (the “Directors”) 20,000,000
Options were granted to the employees of the
Company (the “Employees”) and 286,000,000 Options
were granted to the Company’s external consultants
(the “Consultants”). The fair value of Options granted
under the Share Option Scheme, amounted to
HK$28,905,000 of average HK$0.088 each. The
fair values of the outstanding Options were derived
from Trinomial Option Pricing Model by applying the
following assumptions:

34. IR (HEE HiM )

BRETE )

@)

(%)

BE_T/\Ft-A=+—HLHFE"
RN B L RE A

R-ZF—LFRA+ER  ARFRER
“E-—FRA-T=-HRMZERE
sH& - A AR AKX H330,000,00017 B8 A%
-

REE-_ZT—+tF+-A=+—HIEF
[E #0898 ik # 2 B &2330,000,000
5 o Hep - 24,000,00017 BE AR #EH% F ZR A
RIEE([E=]) 20,000,00017 B8 B & 5%
FARRAMEE([EE 1) LA K%286,000,000
DA T AR A RISMNERERI([EfT ) -
RIBEREAT S AT HEREN A TE
/428,905,000 7T B EREFH A
0.0887 JT © i RITE B M A FE L
—IEAMEEERNGE TR RERL
T

Expected length

of employment
and services
Date of grant Expected  (“Expected life”) Risk-free Expected
(dd.mm.yy) Grantee volatility (in years) interestrate  dividend yield
BHERR
FRAE EA AR
RS (AR )
(A-A-%) ARA BHRE (%) ERRANZE BHRE®
17.5.2017 Directors 85.2% 10 1.42% Nl 4=
“E—+tFRATtA EE
Employees 85.2% 10 1.42% Nil 4
B8
Consultants 85.2% 10 1.42% NIl 4%
B
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34. SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

Share Option Scheme (Continued)

@

(Continued)

During the year ended 31 December 2017, the Group
recognised the total expenses of approximately
HK$28,905,000 in relation to share Options granted
by the Company.

(i) the expected volatilities for the Options granted
to Directors were using the average 1 years
volatility of the Company’s share price over
the year for the 24,000,000 Option granted to
Directors as at 17 May 2017.

(i)  the expected volatilities for the Options granted
to Employees were using the average 1 years
volatility of the Company’s share price over the
year for the 20,000,000 Options granted to
Employees as at 17 May 2017.

(i) the expected volatilities for the Options granted
to Consultants were using the average 0.5 years
volatility of the Company’s share price over the
year for the 286,000,000 Options granted to
Consultants as at 17 May 2017.

(iv)  the applicable risk free rates were generated
from Bloomberg based on the Hong Kong
Government 10 years Bond Yield matching the
assumed life of the Options.

(v)  the expected dividend yields were estimated
based on the historical dividend, which was
zero.

34. IR (HEE HiM )

BRETE )

(%)

BB+ F+_A=T—BIFE"
AEBHREBARRKR D EBRE 8
i 7 49528,905,000/8 7T °

() BRTEFBRENTEIEIETIA
MR -_E—+tFERA+HAKTE
%£24,000,00017 B I i« F [E 2 A
RNENFREZ FHRIBEMETE

(i) TTIEEERENTEEEIETIA
MR- E—tFRATEHAETE
£20,000,00017 ¥l 1 2 F 2 2 A
NANFRRE 2 IR IEMmERE ©

(i) HTEEREA RN TEEEIE T A
MR- E—tFRATLEHEETE
[£1286,000,00017 & I 2 FE 2
ANAE0.5F IR (B 2 39K 1 ifn 2

—
i °

(v) A& R B F & J) 8BloombergiR
BEBBNI0FHESFEREME
A - BREEARIE 2 AR EIMEEC S o
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34. SHARE-BASED EMPLOYEE
COMPENSATION (Continued)

Share Option Scheme (Continued)

(b)

The values of the Options are subject to the limitations
of the Trinomial Option Pricing Model and a number
of assumptions which are subjective and difficult to
ascertain. Changes in the subjective input assumptions
could materially affect the fair value estimate.

The outstanding Options under the Share Option
Scheme as at 31 December 2018 was 687,136,322
(2017: 751,766,633 ) representing about 18.32%
(2017: 21.08%) of the shares of the Company at the
year end date.

If Options are forfeited before expiration or lapsed,
the related share-based payment will be transferred
directly to retained earnings/accumulated losses.

35. EVENTS AFTER THE REPORTING
PERIOD

There are no significant events occuring after the reporting

186

period.

34. IR (HEE HiM )

BT8R

b)) BEENEBEEX=ZFEAMETEENZ
PRI CA K Z T 8 N B A HEE 2 IRAR AT
TE IBERRZEHAHAHEMGE
NERZE -

© RZZE—NF+=_A=+—8"
BRESEET ZHRITENRR
# /687,136,322 ( — & — + F:
751,766,63317 ) G AR AR FARE %
FTR% D B918.32% ( —E—+4F :21.08%)°

(o) feEBREN DM R ATHOR W B RS

AR N RBEREREREREARN,
REtEiE -

35. HREHREH

WERRL BHEEFMEAFER-
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36. COMPARATIVE FIGURES

37

Certain comparative figures have been reclassified to

conform to the current year’s presentation. .
77 e

STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

Information about the statement of financial position of the

Company at the end of the reporting period is as follows:

36. LB BUE

ETUHBREBEEEY UWNEAFEZZ2

37. XA B M #EAR R T+

ARFRBERZIBRARERIT -

2018 2017
—E-N\F —E—tF
Notes HK$’000 HK$’000
BisE FiEn THER

Assets and liabilities EEREE

Non-current assets FRBEE
Property, plant and equipment ME - BE MR 977 1,523
Financial assets at fair value through profit or loss ~ ERIBZIRATEFE v S REE 15,107 -
Investments in subsidiaries RHBARIZEE 9,996 -
26,080 1,523

Current assets RBEE
Other receivables Hin iR 75,177 77,129
Amounts due from subsidiaries BT A R IA 4 216,968
Financial assets at fair value through profit or loss  EBIEFIRAFEFE 2 S REE 507 558
Cash and cash equivalents BeMRe&EEER 27,980 3,991
103,668 298,646
Total assets EEAE 129,748 300,169
Current liabilities REEE

Trade and other payables B 5 REMEMAIER 5,936 7,235
5,936 7,235

Non-current liabilities FREBEE
Convertble notes AREE 34,645 24,420
Deferred tax liabilities EXFEAR 5,891 5,891
40,536 30,311
Total liabilities EEAE 46,472 37,546
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37. STATEMENT OF FINANCIAL

POSITION OF THE COMPANY

37. KR M BARRR

(Continued)
2018 2017
—E-N\F i
Notes HK$’000 HK$'000
Bizx THEx TERT
Net current assets REEEFE 97,732 291,411
Total assets less current liabilities EEAERRBERE 123,812 292,934
Net assets EEFE 83,276 262,623
Capital and reserves BARFHE
Share capital AR 26 375,130 356,590
Reserves fEE 27 (291,854) (93,967)
Total equity MR 83,276 262,623
Yuan Wei Zhang Jianxin
=E REHT
Director Director
EE3 EFE
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38. PARTICULARS OF SUBSIDIARIES 38. B AR Z#F15

Particulars of the principal subsidiaries as at 31 December ITEWMBARIR - E—N\FE+_A=1+—H8B2Z

2018 are as follows: 3= N
Place of
incorporation/ Proportion
registration/ Paid up share capital/ interest held by
Name of subsidiary operations registered capital the Company Principal activities
AL/
MEBLRER /el HERK/ERER RARRAEELA TEEH
Directly Indirectly
B Rk
2018 2017 2018 2017
“B-0\f ZTtF ZB-N\F —T+F
China E-Learning Hong Kong Ordinary shares HK$1 100% 100% - - Provision of management services to
(Hong Kong) Limited group companies
HERRHE(BE) Bk TBTERR BRI ERRE
BRAR
New Beida Business BVI Ordinary shares US$10,000 100% 100% - - Investment holding
StudyNet Group Limited
HEABSREEERAT EBRXAHS 10,000E L LBk RARR
Best Boom Enterprises BVI Ordinary shares US$10 - - 100% 100% Investment holding
Limited
Best Boom Enterprises ~~ EBELEE 10ETERR RER
Limited
Beijing Hua Tuo Education ~ PRC Registered capital - - 100% 100% Provision of occupational education,
Technology Company HK$40,000,000 industry certification course, skills
Limited (note @) training and education consultation
IRERSERRARAA F 40,000,000 AR REBEHREDERE
(M) RaE REE#A
Beijing Ke Xiong Education  PRC Registered capital - - 100% 100% Provision of occupational education,
Company Limited (note a) RMBS5,000,000 industry certification course, skills
training and education consultation
GRREHEARAR  H ARH5,000,0007T REBEHRNEDERE
(Mfita) FMER BRI kAR #:
IN Medical (BVI) Group BVI QOrdinary shares - - 100% 100% Investment holding
Limited HK$13,677,288
EAZZEEVISEARAR EBRNES  13677,88BTERR RE R
IN Medical Group Limited ~ Hong Kong QOrdinary shares - - 100% 100% Investment holding
BREEEXERAR  BE HK$3,000,000
3,000,0008 L EE K REER
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e IR R M

For the year ended 31 December 2018
BHE-_Z—)\F+-A=+—HILFE

38. PARTICULARS OF SUBSIDIARIES 38. M B A Az ¥ 15 )

(Continued)
Place of
incorporation/ Proportion
registration/ Paid up share capital/ interest held by
Name of subsidiary operations registered capital the Company Principal activities
AL/
WELRER i/ EEnE  HERA/GRER RARERERLA TERK
Directly Indirectly
Ei Rk
2018 2017 2018 2017
ZB-N\F ZTF ZB-NF TAF
Hunan IIN Medical Network  PRC Registered capital - - 100% 100%  Investment holding
Technology Development RMB14,530,808
Company Limited (note a)
HEERREEANERE PE AR14,530,8087C RERR
ARRA(MTa) AR
Distance Education College  PRC Registered capital - - 51% 51% Provision of distance learning program
of Beijing University of RMB900,000 in Chinese medicine
Chinese Medicine
ERPEERS i ANEH900,0007T AR REMEERRAERE
ERUEER
Sinzhongyi Consultancy ~ Singapore Registered capital 100% - - - Chinese medicine health center and
PTE. Ltd. SGD1,746,725 training center
HHBERARBERRA AR 1,746, 72537 L AR ZRETOREL
Note: P
a. These are wholly-foreign owned enterprises established in the a. BERBEK 2N B E RS -
PRC.
None of the subsidiaries had any debt securities subsisting AR E AR W B A T EE
at the end of the year or at any time during the year. (BT
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38. PARTICULARS OF SUBSIDIARIES 38. M B A Az ¥ 15 )

(Continued)

Details of non-wholly owned subsidiary that have material BB AT MAEAIEIEINIELS 2555 -
non-controlling interests:

The table below shows details of non-wholly-owned TRERAEEIEZEWB AR MAEKNIETE
subsidiary of the Group that have material non-controlling RS 2 5615
interests:
Place of Proportion of
incorporation interests held by Profit allocated to Dividend paid to Accumulated
Name of subsidiary and non-controlling interests non-controlling interests non-controlling interests non-controlling interests
principal
place of
KEARER business FERERARRLS ARTHERER 2R ENFERERRS EHERE
AR
IREEHE 311218 3T 3112118 sient 3112118 RIRVAY 311218 3ien7
-N\E —tF -0\ -N\F -0 —tF -0\ —tf

tZR=t-B tZA=t-A +ZA=t-B fTA=t-A fZA=t-B fT-A=t-8 fZA=t-8 fZA=t-H
HKS000  HKSOOO  HKS000  HKSOOO  HKS000  HKSO0D
TER TAL TR AT TET TR

Distance Education College of ~ PRC 49% 49% 11,829 10,146 - 10593 17,678 5849
Beiing University of Chinese

Medicine

TRPRERZREHESR  HE

Summarised financial information in respect of the Group’s BEAEENBATIMAE AR EZS 2
subsidiary that has material non-controlling interest is set MBS E R E YT o NH BB AR At
out below. The summarised financial information below EREE R 2 &5 -

represents amounts before intragroup eliminations.
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38. PARTICULARS OF SUBSIDIARIES 38. B Az 515 ()

(Continued)
Distance Education College of Beijing University of Chinese It RS EREHNEEN
Medicine

192

2018 2017

—E-N\F ZT—+tF

HK$’000 HK$'000

T TAT

Current assets MBEE 39,591 13,339
Non-current assets FREEE 685 237
Current liabilities nEaE (22,631) (19,459)
Non-current liabilities FERBEE - -
Revenue Wz 57,856 52,757
Other income H ez 11 49
Total expenses X 8% (33,726) (32,099)
Profit for the year FREA 24,141 20,707
Total comprehensive income for the year FREEWZEHE 24,141 20,707
Net cash flow generated from operating activites ~ R&EEFTS 2 IS MEFEE 25,525 21,756
Net cash flow used in investing activities REFDMAZREREFHE (569) (108)
Net cash flow used in financial activities RMETBMAZRTREFE - (21,620)
Net change in cash and equivalents ReRReEEFEEH TR 24,956 28
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